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1 KNOWLEDGESOURCE AND COMPETENCE CENTER KNOWLEDGE NET-
WORKS

1.1 Research project Knowledge Networks

The Competence Center Knowledge Networks is a research project within the Research
Center KnowledgeSource, a cooperation of the Institute of Management (Chair of Prof. Dr.
Georg von Krogh) and the Institute for Information Management (Chair of Prof. Dr. Andrea
Back) at the University of St. Gallen (HSG). Within the framework of an international e-
search co-operation with business and research partners, the objective of KnowledgeSource
is to develop an integrated approach to Strategic and Information Management in order to
achieve lasting competitive advantage through Knowledge Management.

The Competence Center Knowledge Networks (CC KNN) of KnowledgeSource was es-
tablished 1998 in cooperation with our partner corporations Hewlett Packard, DaimlerChrys-
ler, Lotus Professional Services, and Unilever. It focuses its research activities towards an
integrated view of Knowledge Management and networking. The main objectives of the
Competence Center Knowledge Networks are to establish a shared understanding, a refer-
ence model and a methodology for high performing Knowledge Networks. ‘High performing’
means to support specific business goals through Knowledge Networks effectively and effi-
ciently. These results aim to support our partner corporations in the process of establishing,
recognizing, and facilitating Knowledge Networks within their organizations. To achieve this
goal the reference model and the methodology are mainly based on academic research
work, bilateral projects with our partner corporations as well as case studies from reputable
organizations.

This paper will elaborate our understanding of Knowledge Networks, the findings of our first
bilateral project with Unilever and the contribution of the bilateral project to the overall re-
search question on Knowledge Networks.

Before describing the bilateral project with Unilever, our initial framework of Knowledge Net-
works should be introduced.

© KnowledgeSource St. Gallen -6-
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1.2 Research Framework

1.2.1 Knowledge Networks Reference Model

The initial framework of Knowledge Networks comprises the following components:
Actors — individuals, groups, organizations relationships between actors, which can
be categorized by form, content and intensity,
resources which may be used by actors to network with other individuals, groups or
organizations, and
organizational properties, including structural and cultural dimensions such as control
mechanisms, standard operating-procedures, norms and values, communication pat-
terns, etc.
These components can be perceived from either a static or a dynamic point of view. From a
micro perspective, we conceptualize Knowledge Networks on the following three building-
blocks (see figure 1):

Social relationship taking
Facilitating Management Systems place in institutional propesties
Condifions Corporate Culture
Crganizational Structure o dructural dimension
e cultueal dimension
Social relationship
Knowledge Actor Relationships
Work  Individual » form
Pr e Group e content
DCESSES e Organization e mtensity
o Collectives of
orgatizati ons
S EE NN EEE NN EEEEEEEEEENEN aEnm EE IR EEEEEEEEEEEEEEEEEEENEEEEED
Knowledge Tools sused within
Network social relationships
Architectiure s Organizational Tools

o Inforrmation and Cormunication
Tools

Figure 1: Framework Knowledge Networks - a micro perspective

a) Facilitating conditions

In our understanding Knowledge Networks are rather an additional, cross-divisional, dynamic
layer than a new kind of organizational structure. In this regard, one needs to take into ac-
count the interdependence of Knowledge Networks as well as their role within their existing
organizational units. In order to develop high-performing Knowledge Networks they have to
be synchronized by facilitating conditions, which we divide into structural (e.g. organizational
structure, management systems) and cultural (e.g. corporate culture, organizational behav-
ior) dimensions.

© KnowledgeSource St. Gallen -7-
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From within Knowledge Networks (micro perspective) facilitating conditions comprise the
network’s internal structural and cultural dimensions in which knowledge work processes
take place. Therefore, they define the enabling or inhibiting environment for knowledge crea-
tion and transfer.

b) Knowledge work processes

Locating/
Capturing
4 ;
Applying "

»

( Transferring/

Creating

Figure 2: Knowledge process categories

In our reference model we define Knowledge Work Processes in terms of locating and cap-
turing knowledge, transferring and sharing knowledge as well as knowledge creation (see
Figure 2) as our main categories. The bottom line for all categories is the application of exis-
ting or new gained knowledge to create value for the customer and therefore for the organi-
zation itself. In our model of Knowledge Work Processes the application of knowledge takes
the center role to indicate the knowledge should not be managed per se, but it needs to be
tightly connected to business drivers.

c) Knowledge Network architecture

Knowledge Network Architecture, finally, comprises the tool-set used within social relation-
ships. These tools include organizational tools, e.g., roles like the knowledge activists® as
well as information and communication tools (ICT), e.g., the groupware-enabled data ware-
house concept® used to enable and improve knowledge work processes®.

This architecture is not only a collection of modular tools. In the form of “solution frameworks”

! See von Krogh/Nonaka/Ichijo, (1997)
% See Seufert, (1997)
% See Nonaka/Reinmoeller/Senoo, (1998)

© KnowledgeSource St. Gallen -8-
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we want to link architectural designs that are a combination of ICT and organizational tools
and methods with the knowledge work processes level.

1.2.2 Knowledge Networks Methodology
Whereas the reference model performs the basic understanding, the methodology provides a

blueprint for developing knowledge networks. In the following we describe the building blocks
of this methodology.
Our model consists of the following three building blocks:

Business Strategy

Knowledge Network Types

Knowledge Network Scorecard
Knowledge is a key resource in order to achieve competitive advantage. Therefore our model
comprises the business processes, which are derived from the business strategy.
Strategy serves in this perspective as a starting point for defining the requirements that have
to be fulfilled by a Knowledge Network. Additionally, especially in practice a concrete task or
process might serve as a starting point, too. Within our research we identified the business
goals risk reduction, efficiency improvement and increasing innovation.
Knowledge Networks are the organizational environment in which Knowledge Management
activities take place. They consist of 3 layers, the knowledge work processes, the knowledge
network architecture to support these processes and the facilitating conditions, that is the
environment in which the knowledge processes - embedded in business processes - occur.
Research has shown that there are different types of Knowledge Networks that can be identi-
fied and described by different characteristics. These Knowledge Network Types may serve
as blueprints for building a Knowledge Network.
Since Knowledge Networks are the organizational environment where knowledge processes
take place in order to achieve the business goals derived from strategy there has to be a
intersection between Business Strategy and Knowledge Network Types. One should bear in
mind that this interrelation is reciprocal.
On the one hand, starting with a market based perspective, business strategy defines the
business goals that have to be addressed by Knowledge Networks, on the other hand these
business goals have to be achieved with a certain set of resources represented by the
Knowledge Network (Knowledge Networks Types hereby serve as a blueprint in order to get
an impression of the resources required). According to the business goals and the derived
tasks that have to be executed, a different cluster of Knowledge Networks becomes rele-
vant. This cluster can be seen as a portfolio of network possibilities, which have different

characteristics (e.g. size, roles etc.)

© KnowledgeSource St. Gallen -9-
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Coming from a resource based perspective, one could also start choosing a Knowledge
Network Type based on the company’s available resources and adjust the Knowledge Net-

work characteristics in order to meet specific business goals.
This leads to a matrix of business goals and network types®. The following figure illus-

trates an example where Knowledge Network Type E1 would be the appropriate choice of a

N\

company.

Network

Jype/ |[Type | Type | Type | Type
Busin 1 2 3 4
Goals

e, C|Efficiency | EL || E2 | B3 | B4 | O

Innovation 11 12 13 14

Risk Rl1/| R2 | R3 | R4

Blueptint for/specific type
of Knoyledge Network/
describingfesources
requirements

Figure 3: Interrelation between Knowledge Network Types and Business Goals

Based on this decision the company starts setting up the Knowledge Network and uses the
Knowledge Network Type (in this example E1) as a blueprint.

The Knowledge Network Scorecard finally measures the impact of the implemented
Knowledge Network. The Knowledge Network’s performance is measured by the output of
the business process, which in turn is determined by the degree of goal achievement.
Hereby we suggest a system that measures the output of the Knowledge Network in respect
to the initial business goal, integrating quantitative and qualitative factors.

The following figure gives an overview of the building blocks of the model and their intercon-

nections.

“ See Enkel et al., (2000)

© KnowledgeSource St. Gallen -10-
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Input —Business process to —>Qutplt
support innovation

Facilitating Conditions

1 Knowledge Work Processes
——3 Knowledge Architecture

Special Knowledge Network Type
to support the innovation process (e.g. 14)

Measurement

Knowledge Network Cluster
to support the innovation process
(different Types of Networks to support
the innovation process)

Figure 4: Building blocks of the procedural model

a) Business Strategy

Modern management doctrine has shown in theory as well as in practice, that it is especially
middle- and long-term goals, like efficiency improvement, increased innovation and risk opti-
mization®, that lead to sustainable competitive advantage®. There are also many indications
in the literature that the discipline of Knowledge Management is most successful, when it
comes to middle- and long-term goals’. The aim of the strategic goals is to give an orienta-
tion when developing and choosing a strategy, especially a knowledge strategy. Through the
alignment of the knowledge advancement activities with the overall, for all the business units
coherent strategic goals, it can be made sure, that the local efforts help fulfill the strategy of

the company. It is also our aim to classify Knowledge Networks according to these business

® See von Krogh et al., (1999)

® See Porter, 1985; Bleicher, (1991) and Prahalad; Hamel, (1990)

" See Nonaka; Takeuchi, (1997); von Krogh; Roos, (1996); Senge, 1996 and von Krogh; Venzin,
(1995)
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goals. In the following the three strategic goals: “efficiency improvement”, “increased innova-

tion” and “risk optimization” will be discussed.

The main focus at efficiency improvement is to reduce the costs in the existing business
processes quicker than the competitors. On company level, it is about achieving higher effi-
ciency by increasing the value of the output compared to the costs of the input. For many
companies one of the biggest challenges is to improve their business processes and then
transfer them to other parts of the company®. Texas Instruments was in the beginning of the
90's confronted with the problem of regular delays at delivering its products. In order to solve
this problem, a project was established to search for best practices inside the company.
Through the transfer of these best practices between the various units of the company, it was
possible not only to minimize delays, but also to reduce the delivery costs®. Increased effi-
ciency in operation can also mean improving the speed of processes, getting the “right” types
and amount of processes, having improved decision making and increased responsiveness
to customers. It is also essential in this respect to learn from partners, competitors and one-

self how to manage the business processes more efficiently.

The goal of risk optimization concerns mainly risk associated with investments and the run-
ning business. Many companies face at least two main risks: (1) political risk and (2) com-
petitive risk'®. The political risk is a result of uncertainty regarding political decisions. Espe-
cially for international companies, this can present a big challenge, since national govern-
ments can often take unexpected decisions, which cannot be influenced by the company.
Competitive risks depend on the uncertainty surrounding the actions and reactions of existing
competitors as well as the emergence of new competitors. Since many companies operate in
more than one market and because of the erosion of the boundaries of these markets, it be-
comes increasingly difficult to anticipate such changes. In order to reduce its competitive
risks, the German company Aerospace created a program for simulating possible scenarios
for future environmental conditions in its core businesses. The managers in the company can
learn this way to see and understand the complexity and interplay of environmental condi-
tions that can have an effect on their business™. Thus, new knowledge about alternative fu-
ture scenarios and the functions in the competitive environment is created, educing the
competitive risk of the company. Other risks a company might face are:

(1) Information risk, which is the risk of not having the correct information at the right place at
the right time. (2) Knowledge risk, which is the risk of employees exhibiting knowledge defi-

8 See von Krogh et al., (1999)
° See O'Dell: Grayson, (1998)
1% See von Krogh et al., (1999)
! see Schiippel, (1996)

© KnowledgeSource St. Gallen -12-
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ciencies. (3) Financial risk, which is the risk of the business not managing its finances appro-
priately. (4) Human risk, which is the risk that the business does not employ the right people
for the tasks and that the people with valuable knowledge leave. (5) Derived demand risk,
which is the risk that the business either misunderstands or ignores potentially profitable new
technologies, or does not engage in sufficient innovation to offset future competition. (6)
Communications risk, which is the risk that the business does not communicate its accom-
plishments to the market and to the other stakeholders. (7) Customer risk, which is the risk
that customers are not correctly managed, that customer satisfaction decreases thereby re-
sulting in lower repeat business and referred business. (8) Structural risk, which is the risk
that the business cannot support current management initiatives due to a deficient structure.
(9) Resource risk, which is the risk of not having the resources to implement your strategy.
Managing the companies risk exposure can also mean capturing the knowledge of experts
before retirement, avoiding over-taxing local resources by transferring key personnel on de-

mand and learning from your projects in order to avoid repeated mistakes.

Increased innovation is about improving ones competitive position, through the develop-
ment of product-, service- and process-innovations**. Innovations are mostly based on pro-
cedural knowledge and cultural conditions, which cannot be imitated directly by the competi-
tors. Procedural knowledge is knowledge that has something to do with the generic innova-
tion processes. Such a process consists of different phases, like concept development,
evaluation and selection of alternatives or developing prototypes®®. Cultural conditions
encompass shared values and modes of behavior within the company™. For bigger
companies with many business units, there is the challenge of leveraging their procedural
knowledge in developing different innovations throughout the company, thus achieving a
sustainable competitive advantage. Ultimately innovation is about creating new sources of
revenues through new products and services. In the long run companies ought to develop a
culture that advances innovation. The innovation culture serves the development of many
different products within a short period of time**>. Following the discussion of the strategic
business goals, we will now turn our focus to the central knowledge processes and the
evolution of Knowledge Management. For innovation it is essential to capture new business
process and innovation ideas throughout the companies, to adapt a new product or
marketing instrument to another part of the company and to create in depth knowledge to
develop radical innovation and process improvements.

2 See von Krogh et al., (1999)

'3 See Nonaka andTakeuchi, (1995)
% See von Krogh et al., (1998)

1% See Widmer, (1999)
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b) Knowledge Networks Types

Referring to Nonaka there are four Knowledge Network types that can be distinguished™. It
should be noted here that we currently do not have decided yet how to name the network
types and therefore use type 1-4 in the meantime. Starting from this framework it will be pos-
sible to provide a more detailed judgment regarding design potentials. For this purpose, the
initial model of the knowledge spiral for networks has to be modified according to the needs
of assigning a certain type of network to a specific task. Also the knowledge spiral becomes
irrelevant, since we do not conceptualize the development of networks through the knowl-
edge transformation phases. Building on the already introduced model of structuration the-
ory, a differentiation can be made between the generic knowledge processes, meaning the
interactive mutation of implicit and explicit knowledge (knowledge transformation), and the
structuration of the institutional framework conditions, meaning the building and design of the
network (network building).

Knowledge Knowledge

Network Type 1 Network Type 2
Implicit= Implicit Implicit= Explicit
o —
Implicit Explicit Explicit  Explicit
Knowledge Knowledge
Network Type 4 Network Type 3

Knowledge Processes in Networks

/ \
Knowledge Transformation Network Building
= P A
Implicit Explicit }/ : :

Figure 5: Knowledge Processes in Knowledge Networks

In the following we focus on the knowledge (transformation) processes since they can be
used for identifying Knowledge Network Types. The four forms of knowledge exchange will
subsequently be used to differentiate the Knowledge Network within the “business goal-
clusters”. In order for implicit knowledge to be exchanged, as in Knowledge Network Type 1,
it first needs to be identified, so as to be internalized through adaptation and model-learning.
Knowledge Network Type 2, in turn, deals with the process of identifying implicit knowledge,

with its transformation into explicit knowledge being defined by concept- and model-learning

' See Nonaka and Konno, (1998)

© KnowledgeSource St. Gallen -14 -
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and by the exchange of this explicit knowledge. Knowledge Network Type 3 focuses the
identification of already explicitly available knowledge that is interconnected and prepared for
decision making, hence, (re-) organized and then distributed. Finally, Knowledge Network
Type 4 can be thought of as a Network dealing with the identification of explicit knowledge
and the internalizing thereof, in order to apply it in concrete circumstances.

As research has shown, knowledge processes build the heart of the Knowledge Network. In
order to meet the goals of the business processes by supporting specific knowledge proc-
esses efficiently, appropriate facilitating conditions and tools have to be in place. This means
that knowledge work processes, knowledge network architecture and facilitating conditions
have to match. Serving as a blueprint, Knowledge Network Types can be used to identify
“ideal” forms and arrangements in order to contribute to specific business goals, i.e. support-
ing key business processes and accordingly having the appropriate facilitating conditions and

knowledge network architecture.

C) Knowledge Network Scorecard

The purpose of the Knowledge Scorecard is to measure the impact of the Knowledge Net-
work on the achievement of the business goals risk reduction, efficiency and innovation.
Based on performance indicators we are developing a measurement model that brings the-
ses measures into a coherent framework. The following figure gives some examples of pos-
sible measures according to the aimed business goal.

Innovation Risk Efficiency I

* Growth in market « Employeeturnover ofessional
share of products ratio customer
younger than 3 years * %increasein Aded per employee
* % of revenue from licensing revenues ncrease
new products (3 ye: * No. of customer s per salesperson
* Profits resultine complaints &s per associate
new business or * % of repeat ,sageof ICT
*%of R&D i’ customers as of total % of orders received out
in basic res * % of contractsfiled of total offers

without error « Time to market of new

* RetunonR&D products / services
] g * Revenues per customer

g

—

Figure 6: Examples of measurements

Performance measures should have a certain set of characteristics. It is very important to

have cause and effect relationships. Every measure selected should be part of a chain of

© KnowledgeSource St. Gallen -15-
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cause and effect relationships that represent the strategy. It is also very important to identify
the performance drivers. Measures common to most companies within an industry are known
as “lag indicators”. Examples include market share or customer retention. The drivers of per-
formance ("lead indicators") tend to be unique because they reflect what is different about
the strategy. A good measurement system should have a mix of lead and lag indicators. Per-
formance indicators help determine how something is achieved, and should be particular,
context-dependent measurements, self defined by the networks. They should also be simple,
understandable and use existing systems and processes rather than introducing artificiality
or unnecessary complexity. They furthermore create a language for a shared understanding
of local activities throughout the company, which is very important. A challenge, that has to
be dealt with is that they also influence and shape behavior. Finally the measures should be
linked to financials. With the proliferation of change programs underway in most organiza-
tions today, it is easy to become preoccupied with a goal such as quality, customer satisfac-
tion or innovation. While these goals are frequently strategic, they also must translate into
measures that are ultimately linked to financial indicators. Still, with performance indicators
for intellectual capital, direction is more important than precision, since essentially approxi-

mations are valued.

In order to have a successful measurement system, one should follow certain steps. Firstly, it
is important to develop a greater awareness and understanding of the role of knowledge and
the nature of intellectual capital. Secondly, the creation of a common language that is more
widely diffused within their company is necessary, e.g. using terms such as “human capital”.
In addition to this, it is essential to identify indicators that are suitable and appropriate and to
develop a measurement model, that brings these indicators into a coherent framework. Fi-
nally, one should introduce measurement systems, including the accompanying manage-
ment processes that guide and reward managers and maybe use objective impartial consult-
ants and surveys to carry out key aspects of the measurement process.

© KnowledgeSource St. Gallen - 16 -
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2 BILATERAL PROJECT WITH UNILEVER

2.1 Whois Unilever

Unilever was created in 1929 when Margarine Unie merged with Lever Brothers Limited.
Both were in the business of supplying goods for households, but were also competing for
supplies of oils and fats. By 1986 the company had sold most of its service and ancillary
businesses. At the beginning of the 1990s Unilever started to concentrate more on its core
businesses. The packaging companies and the major part of its agribusiness interests were
sold, leaving four core product groups - home and personal care, foods, and specialty
chemicals — which by 1991 accounted for 96 per cent of sales. The company also performed
many acquisitions between 1984 and 1988, when around 80 companies were bought up.
After these purchases, Unilever had a firm base in the prestige sectors where margins and
growth rates were attractive. In 1996 Unilever changed the organization of its top manage-
ment for the first time since it was formed. Under the new structure, the chairmen of Unilever
PLC and Unilever NV, together with directors responsible for Foods, Home & Personal Care,
Finance, Personnel and Strategy & Technology form an Executive Committee. On behalf of
the Company's various boards, this Executive Committee is responsible for taking key deci-
sions and planning long-term strategy. Twelve business group presidents have operational
responsibility for implementing this strategy throughout the business. The two category direc-
tors for Foods and HPC provide central resources and strategic direction for the corporate
categories. In 1997 these were: laundry, personal wash, prestige, mass skin, hair, oral, de-
odorants, ice cream, yellow fats, tea and culinary products. One lever moves countless prod-
ucts to innumerable countries. Unilever is now one of the world's largest manufacturers of
packaged consumer goods. Its brand-name products include such familiar names as Lipton,
Popsicle, Vaseline, Q-Tips, Helene Curtis, Lever 2000, Pepsodent, Wisk, and Country Crock.
It also makes institutional cleaning products. The company offers 1,600 brands but plans to
cut that number to 400, each of them #1 or #2 in its market. Unilever is operated by Unilever
PLC (UK) and Unilever N.V., which trade separately but have a single board of directors. For
Unilever as a whole, it is important to reduce costs and to boost growth through focusing on
leading brands. This is aimed to be achieved with margin expansion, greater capital effi-
ciency and stronger top-line growth'’. In order to do this, the company has to leverage its
power brands across geographies, categories and channels®®.

7 See Harvilicz, (1999)
8 See Fitzgerald, (1999)
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2.2 Proceeding

Within our Competence Center, we are carrying out two bilateral projects with each partner
company in the course of two years. These bilateral projects, which are designed to offer
assistance to our partners will also provide a contribution to the overall framework of knowl-
edge networks. This aspect will be further discussed in the next chapter. Following figure
shows the chosen course of action:

Theory Unilever

Level Level
Theories about Networks, Growth, Case Studies Background information
Knowledge Management on Unilever

Understanding used for the

development of the questionnaire Understanding used for
and the scenarios for choosing development of questionnaire
the network solution and the circumstances for
\ / choosing the network solution¥,
Analyss >
Interviews | | 4 Discussion Findings
Implications

Figure 7: Course of action

On the one hand, we used theories regarding Networks, Growth and Knowledge Manage-
ment and on the other hand, we looked at empirical evidence from inside Unilever as well as
case studies from other companies. From these sources, we derived our understanding for
the theme and also developed the questionnaire. This questionnaire was then used to per-
form some interviews with network members at Unilever, giving us not only some further in-
sights in the topic but also validating our previous hypothesis concerning the subjects net-
work choice and network failures. As a result, our implications were derived. By using case
studies, limitations in the way new forms of organizing are operationalised can be obviated.
This is done by using rich accounts of both the content and the process regarding the con-
cept. Moreover, new theory can be developed from case study research. As Eisenhardt sug-
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gests™®, for building theory form case studies “when little is known about a phenomenon, cur-
rent perspectives seem inadequate because they have little empirical substantiation, or they
conflict with each other or with common sense.” As our literature review has suggested, we
might be able to improve on existing theory and empirical results on the introduction, devel-
opment and implications of networks through the analysis of the selected cases. At this point,
it should be mentioned though, that this report is the result of very practically oriented project,
so that we will not go into a further discussion of the theoretical consequences.

2.3 Organization of the bilateral project

2.3.1 Background

Unilever is a knowledge-based company by virtue of its brand diversity, brand equity, geo-
graphic spread, quality of management and the rate at which it must transfer technology from
its research laboratories to its various markets around the world. Unilever therefore sees
Knowledge Management as a high-priority strategic objective and monitors its activities in
this field at main board level. There is a widespread internal appreciation that dealing with
knowledge is a people-driven activity rather than a technology-driven activity, and the tools
and techniques of Unilever’'s specialist groups reflect that bias. These tools form three clus-
ters broadly defined by the functions of knowledge auditing, knowledge sharing and knowl-
edge delivery. The main vehicle so far for encouraging knowledge sharing has been the
knowledge workshop. However, the workshop is a discrete event which is attempting to bring
about changes in behavior that ought to be embedded in everyday workflow. There is thus a
real issue of how to follow-up workshops with tools or procedures that have continuous and
enduring effects on knowledge sharing. For this reason the Knowledge Management pract-
tioner groups within Unilever have become interested in knowledge networks.

Networks

Whereas Knowledge Management specialists are coming to view the network as part of the
KM toolkit, the predominant view in the organization as a whole is that networks are simply
informal add-ons to the current organizational structure®. In this view a community of people
with a common purpose is leveraged by an expert, which is common in research, to ensure
that discussion of issues and their solutions is conducted on a global basis. The role of the
network is not only to provide an efficient exchange forum (such a forum could be a Commu-
nity of Practice), but also to provide solution-providers with a convenient method of managing
technology transfer issues with maximal business backing. In essence the network reduces
the risk of technology push. Unilever's wish was to move to a position where networks are
viewed more strategically, and where more thought is given to the various opportunities that

19 See Eisenhardt, (1989a)
% This is also argued in Ferlie and Pettigrew, (1996)
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networks can provide, the different ways of managing them, how they are monitored and
what criteria are used for their reconfiguration, which includes the option of termination.
At present the Knowledge Mapping and Structuring Unit (KMSU) is attempting to provide
coherent advice to Knowledge Management practitioners around Unilever about which-tool-
to-use-when. The aim is to include knowledge networks within that advice, but as things
stand this is not possible. This is because KMSU does not understand:
a) how to characterize networks appropriately,
b) how to care for networks during their life-cycle,
c) which are the technical, business and cultural circumstances under which networks
(or type of network arising from the first point) can profitably be deployed, as opposed
to alternative tools and techniques.
The Competence Center project as a whole is looked at to provide answers to (a) and (b).
The Unilever bilateral project was used to investigate (c). The monitoring of a network is re-
garded as an issue closely allied to strategic deployment. If the network is becoming dys-
functional, it is important to watch for key signs and interpret them accordingly. This would
give some idea of when an investment in a network should be reconfigured or redirected.

2.3.2 Project definition

The title of the project was chosen as: “Strategic deployment of networks for knowledge
management: When to choose the network option.”

2.3.3 Objective of the project

The aim of this report is to outline the conditions under which a knowledge network becomes
the tool of choice to deliver a given benefit. Unilever (KMSU) will use the content of the report
to add various types of knowledge networks to its catalogue of methods available for doing
Knowledge Management. It was therefore desirable, that the report positions networks in
relation to alternative approaches that a Knowledge Management practitioner might adopt in
a given situation. It was not clear on what basis practitioners might choose a network solu-
tion, nor on what basis they might give it up. Part of the deliverable was also an indication of
key symptoms of an ailing network, and what fallback positions might be available for an ex-
tant network that no longer delivers what is expected of it.

Exemplar networks

Unilever provided contacts for a variety of existing networks varying in age, size and pur-
pose. The information acquired from interviewing key members of these networks will be
supplemented by St Gallen’s access to publicly-available case-studies, as well as expertise
available within the Competence Center. To some extent the choice of the offered networks
was constrained by the availability of such networks. Following networks were then exam-
ined:
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Network “X”

Powders network

Supply-chain Network

Consumer Understanding Network

2.3.4 Timeframe

Activity began in October 1999 and the project was finished in February 2000. Following fig-
ure illustrates the project plan:

Weeks
W0l W02 WO03 W04 W05 W06 W07 W08 W09 W10 W1l W12 W13 W14 W15 W16 W17
|
JLiterature Review | |
| I |
econdary cases/
I eveloping Questionnair | I
I I |
1 Interviews (10) | 1
I _ I I
| Developing model | I
| n | |
' Writing of Report . .
L]
Project start . Report
Presentation

Figure 8: Project plan

Kick off: 08.10.99 in St. Gallen.

Literature Review on Networks.

Developing Questionnaire and scenarios for the use of Networks.

Further development of selected scenarios, Research concerning Best practices, Fine-
tuning of Questionnaire.

Interviews with selected networks, on the 22/11/99, 23/11/99, 30/11/99.

Integrating findings from the interviews into the previous findings.

Fine tuning of concepts.

Writing of final report.

End: 28.01.2000: Final Presentation.

2.3.5 Team members and responsibilities

The following figure demonstrates the structure of the project team:
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Figure 9: Project team

The first thing to clarify was the availability of the team members. Concerning the resource
allocation following deployment was agreed upon:

Unilever had continuous access to Stefanos Vassiliadis for the 30-day duration of the project,
and through him to other members of the Competence Center. Stefanos Vassiliadis and
Marija Kéhne had a combined budget of 30 days. The KMSU contact was John Barber.
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3 RESULTS

3.1 Justification / Choosing the Network solution

New challenges seem to continuously haunt companies operating in what has been variously

w2l n22 23 anvironments.

referred to as “hyper-competitive™”, “hyper-turbulent™ and “high-velocity
Pioneering companies are beginning to tackle these new challenges by improving the hierar-
chical and bureaucratic organizational forms of the past, making them less formal®*. While
the need to revise the traditional structures, in order to help organizations adapt to their com-
petitive challenges, it is still not clear, how to think about some of the new forms of organiz-
ing. This is also problematic, because of the still rather limited research into this area of or-
ganization studies®.

Firstly, when conceptualizing new forms of organizing, the alternatives can be defined re-
garding the objectivity of the structural characteristics of network organizations. Regarding
networks, there are two conflicting views. The first claims that networks are in the eye of the
beholder®. The other says that network arrangements are fundamentally different from more
traditional forms®’. In this project we assumed knowledge networks to be a distinct form of an
organizational solution, with some special characteristics.

In order to develop some criteria for choosing the network option under certain circum-
stances and taking into account the predetermined required benefits, we analyzed on the
one hand some cases from the literature and did on the other hand some empirical research.
The empirical research included a number of interviews with networks at Unilever. In order to
demonstrate the reasons, why different companies chose networks as an organizational form
to tackle their daily business, some cases will be analyzed. From these cases, but also from
the empirical part of our research, the criteria for choosing the network solution will be illus-
trated. Some of these criteria were then set against one of the overriding goals at Unilever,
namely achieving higher growth, thus creating a matrix. The different organizational solutions
were then positioned in this matrix, according to the degree they fulfill the criteria on the one
hand and on the degree to which they help achieve higher and sustainable growth.

The above mentioned cases are structured in the following way: After a very brief introduc-
tion to the company, the concrete organizational — or business - problem is presented, and

after that, the reason why the company chose knowledge networks to tackle it, is analyzed.

1 See D'Aveni, (1994)

2 see Meyer, Goes and Brooks, (1993)

% See Eisenhardt, (1989b)

4 See Miles and Snow, (1994)

% See also Kanter and Eccles, (1992)

%% See Burt, (1997)

" See Miles & Snow, (1994) and Powell, (1990)
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3.1.1 Cases for choosing Networks

Case 1: World Bank?®

In the World Bank networks are actively funded and their contributions are recognized. Such
networks, are the heart and soul of the World Bank’s knowledge management strategy®.
Since the bank has made knowledge management the key to its becoming the “Knowledge
Bank”, the networks are actively supported. Inside the bank, there are over 100 networks,
which contribute to the strategic direction the bank as such is taking. They use common tools
and technology and have a tight co-ordination with the help desks. Networks were chosen,
because of their flexibility and also because it is possible to reach a large amount of people
in a relatively short period of time.

Case 2: Viant®

Viant is an Internet solutions company that develops corporate inter- and intranets for clients
such as Compag, American Express, Kinko's, and Ralph Lauren, to name a few. As Viant
went from a one-location organization to multiple sites in Los Angeles, Dallas, Boston and
New York, they understood that effective communication, knowledge sharing, and cultural
replication, diversity, and stability would be critical to their success. For Viant, cultural con-
gruence between all locations is mission critical. One way they work to make that happen is
by "seeding" new offices with people recruited from existing offices. For example, the model
for each office is no more than 100 people per office, and that's based on anthropological
studies that show that societies of more than 100 people tend to be more removed from each
other, they break off into smaller clusters, whereas a society of 100 or less tend to remain
more united, a whole functioning in an optimal manner. Viant employs the amoebae principal
when a group exceeds the optimal size - it splits into two separate groups, while maintaining
some cross-purposes until the two newly-formed groups begin to optimize their functionality.
This approach helps assure that the culture remains viable for optimal knowledge sharing.
Viant is looking for ways to build ownership - what people own, they care enough about to
make the best efforts. The resulting dispersed ownership is kept together through networks.
For every initiative, each phase is populated by team members from all the disciplines,
though the mix may vary from phase to phase. This cross-discipline mix tends to consistently
act to strengthen the collaborative culture being cultivated at Viant, and is often commented
on by clients. However, Viant's impact on its clients depends heavily on its continuing ability
to replicate its culture at all levels and across all physical and virtual boundaries This means
that the flexibility of networks is needed.

% See Denning, (1998)
» See Wenger and Snyder, (2000)
%0 See Bumbo and Coleman, (1998)
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Case 3: Arthur Andersen

Andersen Worldwide is the second-largest of the Big Five accounting firms. Its Arthur Ander-
sen unit provides traditional outside audit services as well as outsourced internal audit and
other accounting services. Arthur Andersen is harnessing the power of its core competencies
through informal networks. These are primary structures for driving knowledge and learning
directly back into performance. They create a highly effective means of knowledge transfer
and problem solving. Also they enhance collaboration and become thus an engine for self-
directed learning. Inside the company they are called wellsprings of innovation because of
this. Furthermore they are a motivational force for leveraging the discretionary energy of em-
ployees and bind members to the organization. They create a more adaptive and flexible
framework for organizational knowledge, providing signposts for those in search of particular
types of knowledge®".

Case 4: Rabobank Group*

Rabobank Group, founded as a cooperative of Dutch agricultural banks, has about 570
member banks and several subsidiaries now focusing on the food, agribusiness, and health
care industries. The cooperative's global investment banking arm, Rabobank International,
has 87 offices in 32 countries. The #3 Dutch bank Rabobank controls about 85% of domestic
agribusiness loans and 25% of the country's residential mortgages.

In the case of Rabobank, networks are used, because of the relatedness and synergies in
business. A totally networked organization would go too far, since some degree of autonomy
and independence is needed in some cases. One example of an internal knowledge network
is “Spectrum”. Spectrum was created in 1992 with the deliberate aim of being an internal
network for the creation of knowledge valuable to the rest of the Rabobank. In 1998 this net-
work had 550 employees. There were many changes associated with the introduction of
networks. The organizational structure changed from Product Units towards areas of atten-
tion and Clusters to circumvent differences in culture. Also management processes changed.
The result was an extra management layer - clustered co-ordinators as “functional leaders”.
Knowledge processes dso changed: Increased number of employees and increased size
increased vertical knowledge flows; structural change increased horizontal knowledge flows.
Still, the company was able to maintain a certain degree of informality.

Case 5: Swiss Re

Founded more than 130 years ago as the Swiss Reinsurance Company, Swiss Re has since
been a powerful presence in the reinsurance industry. Today it has major offices located
throughout the world. At the end of 1997 the Swiss Re Group started to partially restructure
its divisional organization. The organizational changes in the divisional structure in 1997

% See http://www.arthurandersen.com
%2 See van den Bosch and van Wijk, (1998)

© KnowledgeSource St. Gallen -25-



P,
b,

I AL N,

KnowledgeSource Results

Linrearsity of St Gakian

were motivated by the Group’s desire to build on its philosophy of client focus and to respond
to the world-wide client survey conducted in 1997. The aim of the reorganization was to en-
able Swiss Re to provide its services quickly and effectively while maintaining a clear separa-
tion between regional marketing and groupwide product functions. This is also the reason
why Knowledge Networks are the best form for Swiss Re to do Knowledge Management.
They were chosen as an “antidote” to the divisionalisation of the company, continuously help-
ing to bring together people from different departments in the company. At Swiss Re it was
realized, that it is not possible to identify a general ,best solution“ as an organizational form
to deal with knowledge, but that the choice depends mainly on logical stringency, strategic
goals, acceptability and realisability. In the concrete situation Swiss Re is in, Knowledge
Networks were and still are the most promising organizational form to tackle business issues.
Through knowledge networks, Swiss Re has developed a competitive advantage, minimizing
knowledge loss, increasing innovation, minimizing duplication, taking into account the global
perspective, increasing the speed of learning, reducing reaction times and improving risk
management. Also through these networks, Swiss Re is connecting "islands of knowledge"
into self-organizing, knowledge sharing networks of professionals®.

The success factors for managing knowledge through knowledge networks at Swiss Re are
an integrated approach, improving the current situation step by step, stressing leadership,
having a clear definition of roles and responsibilities, easy to use technical tools, continuous
interaction and last but not least networks should be fun.

Case 6: Chrysler®

Chrysler, was one of the world's biggest carmakers, even before its merger with Daimler in
1998. Chrysler's brands include Dodge, Eagle, Jeep, and Plymouth.

Through a restructuring many teams were separated and information and knowledge sharing
was low. Thus, a sense of dispersion was widespread. In order to bridge the gap between
the old structure and the newly formed platform teams, Tech Clubs were formed. In that
sense these KNN emerged organically. Very soon it was realized at Chrysler, that networks
have powerful learning (including knowledge sharing) capabilities. Also through these net-
works the long-term viability of knowledge representations was increased. They created a
forum for people to come together to discuss similar problems and to arrive at a common
solution. The importance of reusing knowledge was made clear and now networks are an
integral part of peoples daily lives.

Case 7: XEROX

Xerox, the name synonymous with copiers, caters to the global document processing market.
The company creates document systems by integrating fax machines, printers, scanners,

% See Frei, (1998)
% This case refers to the Tech Clubs of Chrysler, which were established before the merger with
Daimler took place, thus the old name of the company is used.
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and copiers, as well as PC and workstation software. Xerox also sells supplies (ink, paper,
and toner) and provides document outsourcing services. The company's research and de-
velopment program concentrates on digital, color, and network systems.

At some point and after many fruitless efforts people at XEROX realized, that technology
alone will not solve their problem, of how to support technicians in the field. These people
were sharing war stories and informal tips for doing ones job better and more efficiently. As a
solution, the Eureka knowledge sharing process was developed, in which the network is the
expert system. This works like this: Technology representatives around the world have n-
sights, they are entering these insights into a database system, creating documents, a peer
review validates and warrants the insights and then these insights can be used as new
knowledge in the field. The result is a virtuous cycle of ever growing community knowledge.
The tangible results were a 10% reduction in service time and parts used, fewer long or bro-
ken calls and increased customer satisfaction. This network can be described as an “Eureka
Ba”, a space where knowledge is created, shared and exploited through documents but
value is created through a distinct way of marrying the technical with the social. In order to
achieve this, networks where chosen as the ideal solution®.

Case 8: Dow Chemicals

The company Dow Chemicals was formed in 1897 and sells over 2,000 chemical-related
products worldwide. It is organized into 15 major businesses and is engaged in more than 40
joint ventures. Dow, which considers itself “technology-driven,” employs about 4,000 R&D
people and spends $30 million a year maintaining and supporting its patent portfolio.

As a result of his group’s strategic efforts to manage intellectual assets, the manufacturer of
everything from adhesives to polymers has already heightened the value of its patents by
more than 400% and will save in excess of $50 million in related tax obligations and other
costs over 10 years. Dow'’s vision, is to develop a management process that “maximizes the
business value” of its existing intellectual assets and helps to create new ones.

Dow first began exploring new ways to manage intellectual assets five years ago. With the
support of high-level executives, a small group of individuals, which included Gordon Pet-
rash, the CEO, came together to examine how the company might reengineer its systems
and processes to create more value. Out of this relatively unstructured and uncharted early
effort arose an interest in rigorously managing the firm’s intellectual assets, especially is
disorganized portfolio of 29,000 patents. Petrash allocated an annual budget of about $3
million from the corporate office to form a team that could put these ideas to work. It was a
focused group that shared the same office space and put a great deal of time into creating
the company’s new processes of Intellectual Asset Management. The introduction of such a
rigorous model, the IAM, brought immediate benefits to the company when it was introduced.

% See Whalen, (1998)
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It helped Dow cut patent tax maintenance obligations by $40 million and administrative costs
by at least $10 million more over ten years®.

In order to sustain these successes, Petrash has built a network of people, known as Intel-
lectual Asset Managers, charged with integrating these ideas into the operations of the com-
pany’s various businesses. At present, there are 30 such IAMs — 15 of which hold the posi-
tion on a full-time basis. They are responsible for developing and maintaining an intellectual
asset plan aligned with the business strategy, reviewing the IA portfolio at least once a year
and identifying key intellectual assets. In addition, there are more than 75 multi-functional
teams that are responsible for the intellectual asset process and portfolio. They are com-
posed of front-line managers from the various functions within the businesses. While such
teams have operated for many years as forums for R&D and patent experts, they are now
helping the company to optimize the costs and maximize the value of intellectual assets —
and thus have taken a much higher profile as Intellectual Asset Management Teams. Both
knowledge managers and teams are supported by the centrally funded Tech Center. Its re-
sponsibilities include: maintaining the communications network (home page, staff meetings,
workshops), sharing best practices, continuous improvement of processes, database sup-
port, administrative support, leadership, career development of IAMs, training and measure-
ments®’.

The Tech Center, which now receives about $1 million from corporate, still covers 20% of the
costs of the intellectual asset management process on the belief that it makes sense to han-
dle some activities on a central basis — that even an effective network needs a hub to share
expertise and best practices.

Knowledge Networks where chosen for making the best of the patent portfolio and controlling
it, thus helping the company to optimize the costs and maximize the value of the intellectual
assets. The Intellectual Asset Managers are charged with integrating ideas into the opera-
tions of the company’s various business and this requires networked structures.

Case 9: Ernst & Young

Ernst & Young International, the fourth-largest of the Big Five accounting firms, offers ac-
counting and consulting services from its more than 660 offices in over 130 countries. Some
of the knowledge process goals in the company’s vision included capturing and leveraging
knowledge from consulting engagements, having every consultant contribute to the firm's
stock of knowledge, and becoming known by clients as a valued source of knowledge and
thought leadership. Another key aspect of the strategy was to use knowledge to speed up
the process of providing consulting solutions for clients. The strategy also led to the creation
of several different knowledge-oriented networked organizations within the consulting prac-

% See Manasco, (1997)
3" See Petrash, (1996)
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tice, each of which had existed in some form before. In 1990 E&Y had created a center in
Boston to perform early-stage research into issues of technology and management. Origi-
nally called the Center for Information Technology and Strategy, it became the Center for
Business Innovation. The Ernst & Young Center for Business Innovation is a source of new
knowledge, insights, and frameworks for management. Its work is performed in collaboration
with leading thinkers in business, academia, and other research organizations. The key
learning so far has been, that the most reliable source of new ideas is the recombination of
existing thinking, through the interaction of people with diverse knowledge, disciplines, ex-
periences, and values. In order to achieve this, networks seemed to be the most appropriate
organizational form.

Networks at E&Y were encouraged and supported in order to encourage discussion, knowl-
edge capture and transfer. Many, though not all, of the more than 22 networks that exist
within E&Y were formed because of management mandate. Some of the communities were
organic and self-emergent®®.

Case 10: HP

Hewlett-Packard is the #2 computer company worldwide (behind IBM) with over $42 billion in
1999 revenues. HP is a top provider of computers, peripherals, and computer-related ser-
vices, which account for nearly 85% of sales. HP is known for its relaxed, open culture. All
employees, ncluding the CEO, work in open cubicles. Many employees are technically-
oriented engineers who enjoy learning and sharing their knowledge. The company is also
known for its decentralized organizational structure and mode of operations. HP managers
feel that the strong business-specific focus brought by decentralization is a key factor in the
firm's recent success. Although culturally open to sharing, few business units are willing to
invest time or money in "leveraged" efforts that do not have an obvious and immediate pay-
back for the unit.

One knowledge management initiative involves HP educators. There are more than 2,000
educators or trainers distributed around HP, most of whom work within small groups and find
it difficult to share knowledge. About two years ago, in response to complaints by the educa-
tion community that, "we don't know what's going on," work was started on approaches to
knowledge sharing for HP educators, making the group more of a community. Very important
was getting the workshop participants involved in an ongoing knowledge management net-
work that promotes sharing best practices and transferring emerging knowledge. Networks
were chosen, because people work in them, they learn from them and thus they are the
“real” organization, people are spending most of their time in®. In this case, compatibility with
the existing organizational structure was a big issue.

® See Meyer, (1997)
¥ See Davenport, (1996)
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Case 11: American Management Systems

At American Management Systems (AMS)*, a Virginia-based systems integrator and consul-
tancy, networks are the cornerstone of its knowledge management program. AMS develops
and customizes system-specific software for individual clients and also sells the software as
an individual product.

Its AMS knowledge centers bring together leading practitioners with associates having com-
mon professional interests. This is closely linked to R&D, the need for which had grown as
the company expanded. In 1993, AMS funded a central R&D center, whose mission would
be to increase awareness, understanding and appropriate use of new and emerging tech-
nologies. Named the AMS Center for Advanced Technologies (AMSCAT), this facility pro-
vided a venue for researchers, consultants and clients to interact in applying emerging tech-
nology standards to business problems.

With its lofty goals, AMSCAT needed to find a way to increase its capacity but not its budget.
It hit upon the idea of an associates program, in which expert consultants collaborated part-
time on research projects. These networks became the link between the R&D center and the
client. While providing a mechanism to expand their consultants' skill and knowledge, the
community assured its clients that AMCAT's findings would make their way into solutions for
them. These networks also became the model for the rest of the company. AMS rolled out
the associates program to five other consulting practices in 1996. Not every AMS consultant
can become a member of a knowledge center though. To become an associate, a consultant
must submit a proposal for work. The benefits of this are twofold. By making contributions to
knowledge bases a prerequisite of membership, the firm ensures a continuous stream of
ideas and innovations. By requiring that the business unit fund the consultants time to work
on the project, it ensures that knowledge management initiatives provide a clear business
value.

Ultimately the goal was for the knowledge centres, to promote knowledge sharing among
people who were connected by interest and expertise in a specific discipline. The adaptability
and flexibility of network forms was very helpful in this respect.

Case 12: National Semiconductor

National Semiconductor makes analog, digital, and mixed-signal integrated circuits used in
communications devices, networking equipment, and automobiles.

National Semiconductor has gone further than any other company in promoting and catalyz-
ing networks. And it's done so for hard-headed business reasons. Over the past five years,
National has experienced a dramatic - and at times wrenching - transformation. In the late
1980s, the company built an array of high-volume, low-margin, commodity chips - "jelly
beans" in industry jargon. When its competitive environment changed, its business model

0 See Hanley (1999)
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collapsed. In 1991 a process of restructuring and rationalization began. Now the agenda has
changed from cutting costs to growing - and from commodity manufacturing to product lead-
ership. Part of National's strategy involves building its core competence in mixed-signal tech-
nology - computer chips that function as the electronic interface between the "real world" of
voice and video and the "digital world" of computing and communications.

Networks are playing a central role in this redefinition. At one level, they energize and mobi-
lize the company's engineers - the critical people for a company in transition from slashing
headcount to pioneering markets. They also shape and enact strategy. A network focused on
communication signal processing includes engineers from a variety of product lines. This
community, built slowly over an 18-month period, has gained a powerful voice in the com-
pany's strategy. For more than 20 years, designers at National swapped ideas, shared n-
sights, helped each other solve problems - even though they worked in stand-alone business
units that seldom co-operated. They were a "loose" network with tremendous potential. In
May 1994, after a first-ever gathering d key technologists across National's product lines,
this loose group became a recognized network. Its objective was to make its know-how
about circuit design accessible, to spread the word about notable product successes and
failures and to continue building National's competence. It exists to perform real work and to
provide a vehicle for collaboration and interaction among technical people*.

3.1.2 Developing criteria for the Network option

Companies such as XEROX, IBM, 3M and DaimlerChrysler have been working to establish
networks to foster learning and knowledge sharing in their organizations. Their stated pur-
poses were strikingly similar. Primary missions include sharing knowledge, promoting effi-
ciency by avoiding duplicate work and reinvention, and building skills. Also, networks help to
keeping up-to-date on new ideas, leading-edge thinking and best practices. Many companies
found out, that in order to share learning’s across teams, it is necessary to extend natural
networking. Moreover the networks create the trust and understanding that allows people to
share mistakes, accomplishments and half-baked ideas, as well as brilliant insights. Indeed,
it is precisely in these overlaps that networks create, where core competencies live. A sus-
tained capacity to outperform the competition - is built as much on implicit know-how and
relationships, as on tangible products and tools.

Resulting from the insight from he cases, and the interviews inside Unilever some criteria
were developed for choosing the organizational form to tackle the actual business issues.

1. The organizational structure and the strategic objectives/intentions add a certain com-

plexity to the decision, which organizational form to choose.

“l See Brown and Gray (1995)
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2. The current skill base and the skill base necessary for achieving strategic goals has to be
evaluated. The question is, how to deal with the resulting gap.
3. Next, the question has to be answered, what the benefit is for the company, for the de-
partment and for the individual. How can each benefit be maximized?
4. Further, it has to be examined, whether a global level approach — especially for multina-
tional companies like Unilever - is being facilitated.
Also the question arises, whether this is an efficient and effective way of doing things.
6. A further question is, whether the organizational form is providing flexibility and adaptabil-
ity to a changed environment: Is there a high enough speed of response?
The degree of forcing commitment and the intuitiveness of setting up is a further criterion.
8. Additionally, one has to determine the availability of information which is widely dispersed
in the organization.
9. The next question is, what kind of resource commitment is realizable: Are all relevant
people integrated?
10. Finally, and associated with the last question, how do you deal with resource restrictions?
(the optimal size of a network being 7 (+/-) 2 people).
Concerning the involved resources, one would also have to analyze the particularities of the
resource flows among actors as well as their state of information. Thus another cluster of
criteria can be derived, according to which one can decide, which organizational form to take:
Resource characteristics,
Degree of asset — knowledge - specificity,
Frequency of transactions,
Resource interdependence,
Complementarity of resources,
Ease of protecting own rights over resources,
Minimum efficient scale of production,
Dealing with heterogeneous demand
Complexity, uncertainty and risk, as well as expectations of opportunism, trust and norms are
also important in this context.
The following figure shows, how Knowledge networks can be positioned compared to other
options for organizing. This figure results from a matrix, with organizational solutions on the
one axis and criteria for choosing them on the other. The different organizational forms were
then ranked, regarding the degree to which they fulfill the above mentioned criteria. The crite-
rion Investment in figure 10, is an aggregation of the criteria acceptability, strategic fit, doabil-
ity (mainly regarding resources) and monetary investment. Since there is no theoretical
model available for this question, as well as little empirical material for answering it, only a
proposition can be made, attempting an answer. What results is the “Growth — Investment”
Matrix.
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Figure 10: The Growth — Investment Matrix

As a result from the above cases, there are a number of reasons to choose the network op-
tion. This is also illustrated by the positioning of knowledge networks in figure 10.

3.1.3 Advantages of Networks

In the first place, networks have no boundaries. They cut across the organization, across
levels, giving decision making further down the line. This results in creating flexibility for fast
responses. Knowledge networks arose, because of the dispersed nature of the Unilever or-
ganization, with its multi-locality and also because within Unilever it is required to transfer
best practices and develop professional skills in order to maximize growth.

Networks can also help drive strategy. A further advantage is that with a networked organiza-
tion, one knows who to go to and who knows what. This results in quicker problem solving.
Moreover it is easier to connect with other colleagues in a big organization, learning what is
going on. One has access to a large mass of people. Under the assumption that at Unilever
people are willing to share knowledge, this results in many sources of available knowledge.
In addition to this, networks have an organic nature and can thus be flexible and adaptive,
when environmental conditions require change. This could even lead to starting new lines of
business. Also, networks are particularly effective in handling and transforming implicit (or
tacit) knowledge. This does not only constitute a competitive advantage for the company,
since implicit knowledge is difficult to imitate, but also leads to increased learning. Networks
further help to avoid the so-called “Brain-drain”, better than other forms of organization
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through the more structured retention of the knowledge of people inside the company, even
after they have left. Finally they can be an advantage in recruiting and retaining people, since
the social web, that develops around them, makes people feel more comfortable in the com-
pany.
Overall one can say, that networks are interactive, mobilizing, participative, spirited and fun.
They are co-ordinating individual knowledge, accelerating its aggregation and increase the
effectiveness of its management. Also networks can be regarded as superior, in certain
situations, because they:
Draw on specialized, yet complementary partner contribution, which extend the resource
base and capabilities, entail production cost advantages,
lead to improved co-ordination and control, through recurring exchange relations, high
degree and scope of information exchange, reciprocal obligations and periodic joint deci-
sion making and
create stronger performance incentives (economizing on co-ordination costs) through the
matching of distribution of influence on the one hand and of risks and rewards on the
other.
Networks thus, combine specialized efficiency, autonomous operating effectiveness and as-
set-transferring capabilities.

3.1.4 Disadvantages of Networks

But Networks also have some disadvantages, such as the fact that they don’'t have status
inside the company. They are also not so easy to “defend” towards senior management, be-
cause of the inherent difficulty of judging their performance accurately. Furthermore they are
harder to keep alive and retain than other forms of organizing people, since they need con-
tinuous attention. A danger is also that networks could become exclusive, not letting the rele-
vant people take part, thus becoming “cliquey” and self-serving. This can result in a limited
scope of thinking, a certain path dependency, thus inhibiting innovative ideas. This is a big
danger, especially if a network is very powerful inside the company. Moreover the collective
knowledge of networks might be difficult to capture in some cases.

Finally, one has to state, that there is no best solution, in choosing an organizational form in
order to achieve a certain benefit, but that this choice is mainly a function of strategic needs,
possibilities, acceptability and doability. This was summarized in figure 10 on the horizontal
axis Investment.

3.1.5 Further discussion: The strategic decision for Networks

When contemplating the network choice, there are still several questions to be answered, in
order to strategically decide on the contents.
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1. How is the environment going to change? (Know how, Competition, Customer expecta-
tions)
Which know-how is needed (in order to complement core competencies)?

3. What kind of expert know-how do potential partners possess?

4. How is the reputation of a potential partner like: How trustworthy has he been so far in his
interactions?

5. What is the structure of his values like?

6. What kind of benefits, resp. what kind of threats can be expected from this co-operation?

7. How high is the willingness to share know-how?

8. How high is the overall risk in this co-operation (regarding the individual, the department

and the company as a whole)?
9. Is higher growth attainable with this form of organizing, compared to other forms?
Next, we will look at the business, cultural and technical circumstances while deploying
Knowledge Networks.

3.2 Circumstances for deploying Knowledge Networks

3.2.1 Business Circumstances

Some cases will illustrate the business circumstances for choosing networks.

a) Cases

Case 1: Chrysler

In this case, networks were chosen because of a reorganization: a growing number of engi-
neers were simply unaware of who was doing what, and who to contact within Chrysler with
technical questions or issues. The chosen solution was to form networks, linking different
parts of the organization.

Case 2: E&Y

As part of the larger knowledge initiative, networks of people were formed around industries
or around consulting approaches, while others focussed on technology. Many of them were
formed because of management mandate.

Case 3: XEROX Eureka

XEROX understood the potential value of capturing and distributing knowledge beyond a
single workgroup and thus worked with the field service community to create a process for
this (Eureka). That was the reason for building up networks.

Case 4: HP

In this case networks were also build for “bridging” the organization. Approximately 2000 HP-
Educators distributed around the company, most of whom work within small groups found it
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difficult to share knowledge, That is why there were complaints by the education people of
the form “We don’t know what is going on”. The solution was to build networks.

Case 5: Dow

A small group of individuals, which included Petrash, the CEO, came together to examine
how the company might reengineer its systems and processes to create more value. In order
to sustain the successes (cost reduction in the portfolio of patents), Petrash has built a net-
work of people, known as Intellectual Asset Managers. In this sense, networks are a vehicle
for implementing the company’s strategy.

Case 6: AMS

At AMS there was a need for better knowledge sharing. So the existing informal communities
have been formalized. AMSCAT'’s needed to find a way to increase its capacity but not its
budget, the result being the associates program. The business thought and idea behind this,
was the ensuring of a continuous stream of ideas and innovations through networks.

b) Business circumstances: Results

Knowledge Management activities at Unilever have to be aligned with the strategic thrust of
the company, which is derived from the strategy statement, which could be for example “Get
closer to the customer”. On the business side, this would mean increasing profits and on the
category side, creating synergies, developing brands and working on future development.
Certain barriers have to be overcome in this respect. For one, Unilever is a hybrid between a
functional and a process organization. This creates tensions from the functional and process
needs. In order to overcome this, flexibility is needed. Networks are an ideal organizational
form for increasing flexibility.

Also, some enablers can be used in this respect. One example for this could be AIDA: This
stands for Awareness, Interest, Desire, and Action. Regarding awareness and interest, there
is the need to talk about reasons to build networks and to raise interest. Then, desire has to
be built. Also, it is important to show the benefits and get sponsors. Regarding the action
part, meetings should be held, putting people together in a room, building trust and triggering
dialogue. What is essential is to make the people want to come back. One very important
aspect in this is aligning the benefits for Unilever, for the department and for the individual.

3.2.2 Cultural Circumstances

Some cases will illustrate the cultural circumstances for choosing networks.

a) Cases

Case 1: Chrysler
Because of the reorganization, the platform teams took people away from the environment
that nurtured their specific expertise. The result was a sense of dispersion. Additionally, the
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use and re-use of best practice engineering projects or developments have added visibility
and provided a sense of community for those who apply it.

Case 2: E&Y

While the formation of many communities was management’s idea, participation in these
communities was often left up to the individual. It became apparent, that networks offered a
compatibility with the company culture.

Case 3: XEROX

Through the networks, the jobs of the specialists became more fulfilling.

Case 4: Dow

In the case of Dow Chemicals the support of high-level executives for networks was a key
success factor.

Case 5: Viant

The lesson learned at Viant, was that you have to expend as much, or more effort on sup-
porting the people who act to build the culture of your organization as you do for technology.
The result of this was the creation of networks.

b)  Cultural circumstances: Results

Regarding the cultural circumstances, some potential barriers could be identified:
Lack of clarity concerning the role of the corporate centre.
Organizational barriers: Not enough added value.
Heterogeneous mix of people: Different languages, different education, different back-
grounds and a different awareness level.
No immediate feedback.
Also some potential enablers were identified through the cases and the interviews at Unile-
ver:
Trying to share and to keep personal contact as much as one can.
Brightening the awareness level through concrete practical projects.
Learning about different cultures: Getting openness and trust.
Avoiding sensitive topics in the open.
Advancing teambuilding activities.
Strong as well as the weak points of people have to be recognized and complemented:
Blending of characters is very important.
Additional respect can be gained through the participation in a network.

3.2.3 Technical circumstances

Some cases will illustrate the technical circumstances for choosing networks.

© KnowledgeSource St. Gallen -37-



P,
b,
I AL N,
KnowledgeSource Results

Linrearsity of St Gakian

a) Cases

Case 1: Chrysler

In the case of Chrysler, EBOK (knowledge database) was created, which is combined with
the engineer’s desktop workstation. Thus the Tech Clubs’ knowledge base can be leveraged.

Case 2: E&Y

E&Y knowledge managers believed that knowledge primarily resided in people, not technol-
ogy. However, the scope and geographical distribution of the E&Y knowledge base and its
users meant that technology had to be used as an enabler wherever possible. Lotus Notes
had been selected as the primary technological platform for capturing and disseminating in-
ternal knowledge. By early 1996 there were already 2000 different Notes databases, most of
which were discussions in networks and focus groups. As with the knowledge architecture,
E&Y had allowed multiple technologies to proliferate in the early days of knowledge man-
agement. There were between 200 and 300 local applications and databases. Now, how-
ever, the firm wanted consultants to focus on content rather than applications. Approximately
12 to 15 applications would eventually support knowledge management, including Notes, the
Web, the skill database, and a few others. The networks were given a set of Lotus Notes
databases to encourage discussion, knowledge capture and transfer.

Case 3: XEROX

In this case the aim was to make the documentation form computer-based and give laptops
to the engineers. This involved many processes of which Eureka is one. The Eureka process
is in essence a distributed tips-sharing and validation process. In this sense it is a distributed
publishing of community know-how, since communities helped to design the process so that
it fits in with the way they work.

Case 4: HP

Using Lotus Notes as the technology, different knowledge bases were used.

b)  Technical circumstances: Results

In many companies people are using what is already there in respect to the technical infra-
structure. Also in some cases it helps, if an Intranet is in place at the beginning of setting up
a knowledge network. Again some barriers were identified:

Not everybody has access to the Intranet.

More reluctance to use the Intranet rather than Email.

The system aimed to help the network has to be a system everybody knows and every-

body uses.

People cannot see what they have done.
Regarding the building up and maintaining of networks, the next thing that becomes relevant
is how do deal with ailing networks, respectively how to deal with signals of failure. This will
be examined in the following chapter.
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3.3 Ailing networks: Insights

This part of the report will look closer at the second goal of the bilateral project, namely to
observe and to describe things which can go wrong in a network after having decided to
have a network solution. We will also look at symptoms of failure, which can lead to an ailing
network. In the first part, possible failures will be described more closely. Also, these failures
will be linked to the characteristics of a network in order to understand which ele-
ments/characteristics of a network itself are critical in an ailing network. Furthermore, key
symptoms for failures and an ailing network are proposed. Also, some propositions regarding
the handling of these problems in the form of measures will be made at the end of this chap-
ter.

3.3.1 Failures in a network

There are several authors who think about success factors for networks or forms which —
according to the CC understanding - belong to the network form. These authors therefore
write directly or indirectly of failures of and in networks. Some interesting sources and their
insights will be quoted in the following.
According to Gierkink and Ruggles®, there are several variables having impact on the suc-
cess of a network. However, if these variables are missing or go in the wrong direction, these
could be seen as failures. Derived from Gierkink and Ruggles failures in a network could be:
No leadership (or executive sponsorship):
If there is no leadership or sponsorship, a lack of participation and a lack of un-
derstanding of the value that a network could offer may result.
No identity:
Missing identity might be a failure since the experiences made by several net-
works show that the networks found that they had to hold monthly or bimonthly
meetings for the people to really get a sense of who is in their community and to
recognize the value of it.
No learning in the network.
No activities of the network co-ordinator in order to be a broker of knowledge.
Information overload.
No shared goal.
Hanley®®, who describes communities of practice of the AMS company and their practices
regarding their goal and activities of knowledge sharing — which is in fact estimated to be
quite successful - emphasizes some factors which promote the primary goal and activities of
these networks. These supporting factors strongly emphasize the importance of participation,

2 Gierkink; Ruggles, (1997)
4 Hanley, (1999)

© KnowledgeSource St. Gallen -39-



P,
b,

I AL N,

KnowledgeSource Results

Linrearsity of St Gakian

recognition and value delivering and can give important insights for failures of network activi-
ties. Derived from the insights of Hanley, failures and mistakes in a network could be the
following ones:

No recognition of individual achievement.

No group identity.

No motivation activities and rewards for participation.

No celebration of successes.

No delivering of value for individuals, for the company and for the cli-

ents/environment.

No technology infrastructure.
In his article "How to make communities work for you” Foster** looks at a few important as-
pects as organization and roles, communication and technology of communities, but also at
the questions why communities fail and what the critical success factors are for them. Ac-
cording to Foster communities fail because of the following reasons:

The fact that the competency leader did almost all of the work himself resulted in a

lack of buy-in and feelings of alienation among the core team.

Core team members were uncertain about their roles and responsibilities.

Not enough communication within the network contributed to the feeling of "dis-

connectedness”.

The executives didn't treat the community work and knowledge sharing in general

as important. There were no incentives to do work for the community. The culture

encouraged billable client work, not time spent on knowledge sharing.

Not all people had "hassle-free” access to software or hardware required for the

GroupWare system, which resulted in frustration and avoidance of the system.
In addition, Foster™ also mentioned other failures of and in networks which are not included
in the list of failures above, but are nevertheless important. These additional aspects are:

No right communication vehicles to match the needs of the networks members,

e.g. not having face-to-face meetings, at least in the early stage of a network in

order to be able to build trust and camaraderie among the network members.

No endorsement and continually support from the senior executives.

No readily available and user friendly technology for communication.

No clear focus and no shared purpose and therefore no internal reason for being.

Too many objectives and not focussing on some of them.

No culture supporting learning and experimentation.

“* Foster, (1999)
> Foster, (1999)
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In the article "Learning Across Teams”, McDermott*® expressed his insights regarding factors
which support communities-of-practice. He defined some guidelines for the starting and sup-
porting of communities-of-practice as "Focus on a few important topics”, "Build on natural
networks”, "Develop community co-ordinators and core groups”, "Support communities”, and
"Be patient”. From these insights, also learning’s for the topic of failures can be derived. The
following factors are therefore the ones, which are interpreted as failures of and in networks:
No focus on important topics or focus on too many topics/objectives.
Too much pressure on networks.
No network co-ordinators and no network core.
No support of the networks regarding time.
No patience of network members and organization.
Not the right forums for the network.
Not the right network members .
However, not only existing literature gives interesting insights into the question of failures in
networks. Also from the interviews held in the Unilever organization as well as from the work
on and the interpretation of the documents provided by Unilever*’, interesting results and
insights were found. Derived and interpreted from these sources, the following issues are
important for the failure of networks:
No clarity of the role networks and the organization play and of the responsibilities they
have.
No definition of roles/responsibilities within the network (regarding work).
No, a lack or different purposes and understanding for the network.
No definition of intended results/deliverables/targets.
No willingness to do real work in the network.
No definition of principles, procedures, structure and regulation mechanism within the
network (regarding functioning).
No formalization, but on the other hand also too many formal rules regarding structure
(reporting etc.).
Lack of time of network members to participate.
Not enough financial support of the network.
No or not sufficient management support/sponsorship.
No engagement of the network leader, no leadership.
A too dominant network leader.
No fully dedicated (persistent and considered) core co-ordinating person/group.
Lack of commitment to each other/to the network.

“® McDermott, (1999)
" See Internal Papers and Presentations of Unilever
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No openness of the members.

Lack of perceived value for each network member and for the network.

No or a lack of recognition/appraisal for the contribution of network members.

Lack of interest into the network of the network members.

Results/findings of networks are not used/no tangible outputs.

Not sufficient communication between network members.

No effective, user-friendly and accessible communication tools/means.

No learning within the network.

Not the right people in the network regarding skills, experiences, interests.
So, derived from all these sources mentioned, quite a large list of failures/mistakes in and of
networks resulted, which can lead to an ailing network. However, some more possible fail-
ures could be thought of, like overspecialization — narrowing expertise*®, no social compo-
nent in the network, no real work intended/done in the network, no support of each other
within the network, or no trust into the network members.

3.3.2 Association: Failures/mistakes in and of networks and characteristics of net-
works

In the following, the failures/mistakes mentioned above will be linked to the characteristics of
networks. This is done to understand which elements/characteristics of a network itself play a
critical role in an ailing network and which failures/mistakes are not directly influenced by the
network.

According to the accumulated knowledge of the Competence Center Knowledge Networks
and the definition of knowledge networks (see above), networks have different characteristics
and dimensions. These characteristics and dimensions can be clustered in the following way
(see figure 11):

48 According to Miles and Snow, (1992)
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Figure 11: Characteristics and dimensions of networks

Regarding these characteristics/dimensions of networks and the mentioned fail-
ures/mistakes, the association looks the following way: Regarding the characteristic, follow-
ing failures/mistakes occur (see table 1):

Characteristic/dimension type of knowledge :

Task orientation/roles of members:

» No clarity of the role networks and the organization play and of the responsibilities
they have
No engagement/activities of the network leader, no leadership
No definition/uncertainty of roles/responsibilities within the network (regarding work)
No fully dedicated (persistent and considered) core co-ordinating person/group
» Atoo dominant network leader

vV V VYV

Skills/experience:
» Not the right people in the network regarding skills, experiences, interests
» No learning in the network
» Overspecialization — narrowing expertise
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Relationship:
» Disconnectedness
» No openness of the members
» No trust into the network
» No social component in the network
» No support of each other within the network

Benefit/value for members:
» No delivering of value for individuals, for the network and for the company
» No or alack of recognition/appraisal/motivation activities for the contribution of net-
work members
» Lack of interest into the network of the network members

Shared norms, values, language:
» No culture supporting learning and experimentation

Shared objectives, aims, interests:
» No, a lack or different purposes/goals and understanding for the network
» Too many objectives and not focussing on some of them
» No definition of intended results/deliverables/targets

Communication style and tools, media richness:
» Not sufficient communication between network members
» Information overload
» No effective, user-friendly and accessible communication vehicles/means

Identification, commitment, multi-membership:
» No willingness to do real work in the network
» No celebration of successes
» No identity of the network
» Lack of commitment to each other/to the network

Boundaries, entry barriers, knowledge access, openness:
» No changes for new ideas, new thinking

Size, geographical closeness, formalization:
» No definition of principles, procedures, structure and regulation mechanism within the
network (regarding functioning)
» No formalization, but on the other hand also too many formal rules regarding struc-
ture (reporting etc.)

Table 1: Failures and mistakes in networks associated with the characteristics/dimensions of networks

However, there are also failures/mistakes, which are out of the direct influence of the network
itself. These failures are strongly related to variables like the environment of the networks,
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the embededness of networks in the organization as well as like the support level of net-
works (see table 2). These failures/mistakes are:

No internal reason for being:
Too much pressure on networks; no patience of network members and organiza-
tion
Lack of time of network members to participate

Not enough financial support of the network:
No endorsement and continually support from the senior executives; no sponsor-
ship
Results/findings of networks are not used in networks and in the organization/no
tangible outputs

Table 2: Failures and mistakes in networks which are out of a direct influence of the network

Especially the failure “no internal reason for being” listed in table 2 is interesting since it is
here where the correlation to the justification for a network solution comes in. That means
that if there is no evidence, why the network solution is chosen and what the network con-
tributes to the organization, it could lead to problems in running and sustaining the network.
Also, the network will be questioned permanently in such a case.

It is rarely the case that all the mentioned failures/mistakes occur in a network at a particular
time. Moreover, some of them might emerge on special occasions, and other failures might
never appear. Some of them will appear strongly, others only weakly. Besides the question
how intensively a failure emerges, there is certainly another issue which has to be thought of,
if failures and their influence on networks is to be estimated: this issue is the question of the
relevance of the failures/mistakes for the network and for its survival. While failures/mistakes
may occur, some of them might never be relevant for the network since probably there are
other related factors which help to overcome some failure/mistakes. Therefore, in order to
estimate which failures/mistakes are a real and important concern for networks, the intensity
of the emergence as well as the relevance of failures should be taken into account. The fol-
lowing matrix (see figure 8) could help to see the importance of failures/mistakes for the net-
work:
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Figure 12: Intensity-Relevance-Matrix

A network solution is not an easy alternative tool/technique/form even if it provides many

advantages (see chapter 2.1). However, there are also many possible pitfalls mentioned

above and the adequate circumstances have to be in place. Therefore, it is an interesting

question at this time which failures/mistakes are of special concern in connection with alter-

native tools/techniques/forms (see chapter 2.1 and 3.1). Since there is no theoretical model

available for this question as well as little empirical material for answering it, only a proposi-

tion can be made, attempting an answer. Therefore, it is proposed that regarding alternative

tools/techniques/forms and the decision for the network solution, factors in relation to the role

of networks in the organization as well as to the social character of networks seem to be of

special concern. In more detail, the following failures/mistakes which should get special at-

tention when choosing the network alternative are(see table 3):
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YV VV VYV V V V V V V

No clarity of the role networks and the organization play and of the responsibilities
they have

No, a lack or different purposes/goals and understanding for the network

No willingness to do real work in the network

No fully dedicated (persistent and considered) core co-ordinating person/group
Not the right people in the network regarding skills, experiences, interest
Disconnectedness

No openness of the members

No trust into the network

No social component in the network

No identity of the network

Lack of commitment to each other/to the network

Table 3: Failures which are of special concern regarding the network solution - Proposition

3.3.3 Symptoms of an ailing network

After having identified failures/mistakes, which can occur in networks as well as disadvanta-

geous variables which are out of the direct influence of the networks, the attention will now

be turned towards the signals and symptoms of failure. Here, the literature does not give

many indications. Therefore, the following part is strongly based on the insights gained in the

interviews with Uhilever as well as on the findings from the work and interpretation of the

Unilever documents. Also, some additional signals and symptoms not derived from these

sources will be included in order to have a more elaborated view on the issue.

Signals/symptoms of failures in and of networks can be:

Network is not dynamic (1).

Network is not fast (2).

No links (of the network) to other parts of the organization (3).
Feeling of disconnectedness (4).

Lack of communication on network (5).

Vision and purpose of the network are being questioned permanently (6).
No/few deliveries or low quality of delivery (7).

No evaluation of results/deliveries (8).

Meetings turning into conflicts (9).

No/few communication (10).

Unfocused communication (11).
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Lack of discipline in communication (12).
No regular meetings (13).

Fewl/less people are coming to network meetings (14).

Fewl/less input of information/knowledge/work (15).

Network center is ignored (16).
Unclear leadership (17).

No care of the leader for the network and network members (18).

Mistrust (19).
Loosing the people involved (20).

Unequal contribution of network members to network activities (21).

Frustration of network members (22).
No thought process going on (23).
Acting like a “sect” (24).

Different unintended subgroups in the network (25).

No enthusiasm, initiative (26).
Successes are not celebrated (27).

No common language (28).

No common rituals (29)

No common values (30).

No resources given to the network (31).

Too less time spent on participation/network activities (32).

No executive time to nurture (33).

These symptoms/signals can indicate problems, which already exist or could appear soon in

networks or in the environment of networks. However, signals/symptoms can be associated

with more than one failure/mistake in the network. An attempt to build correlations between

failures and symptoms is shown in tables 4 and 5. For the reason of readability of these ta-

bles, numbers which were given to the symbols/signals above are assigned to the corre-

sponding failure.

Characteristics/dimensions of networks and associ-
ated failures/mistakes

No. of symptoms/signals asso-
ciated with the failures/ mis-
takes

Type of knowledge

Task orientation/roles of members
No clarity of the role networks and the organization play

and of the responsibilities they have
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No definition/uncertainty of roles/responsibilities within the

network (regarding work)

No engagement/activities of the network leader; no lead- )

ership
No fully dedicated (persistent and considered) core co-
ordinating person/group

A too dominant network leader

7,15, 21

IV
¥

1,5, 8, 10, 13, 15, 16, 17, 18, 19, 20
21, 26, 27, 32

Skills/experience
Not the right people in the network regarding skills, ex-
periences, interests
No learning in the network

Overspecialization — narrowing expertise

1,2, 7,15 21,26 |

Relationship
Disconnectedness
No openness of the members
No trust into the network members

No social component in the network

No support of each other within the network

| 3,4,10, 13, 15, 25|
| 7,10, 15, 19, 23 |
| 10, 15,19, 25 |

| 4,7,10,15, 19, 22, 26|

Benefit/value for members

~

No delivering of value for individuals, for the network and
for the company
No or a lack of recognition/appraisal/ motivation activities

for the contribution of network members

Lack of interest into the network of the network members -~/

AV
¥

1,2,6,7, 8,10, 13, 15, 20, 21, 22,
26, 32

Shared norms, values, language

No culture supporting learning and experimentation

10, 15, 23, 26, 28, 29, 30, 32

Shared objectives, aims, interests
No, a lack or different purposes/goals and understanding
for the network
Too many objectives and not focussing on some of them

No definition of intended results/deliverables/targets

1,2,6,7,11, 21, 22

6,7,22

1,2.3.6.7.8.11.15.21

Communication style and tools, media richness
Not sufficient communication between network members
Information overload
No effective, user-friendly and accessible communication

vehicles/means

10, 11, 12, 13, 14, 15, 21, 22, 28

| 2,7,11,12,22|

| 4,10, 11, 12, 22, 28 |
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Identification, commitment, multi-membership
No willingness to do real work in the network
No celebration of successes
No identity of the network

Lack of commitment to each other/to the network

1, 2,6,7, 10, 12, 15, 14, 21, 23, 26,
27, 32

10, 27, 29

| 3 510 18 27 28 29 a0]

ho, 14, 15, 21, 22, 25, 29, 32|

Boundaries, entry barriers, knowledge access, openness

3,5,24,25

Size, geographical closeness, formalization

_— o R
No definition of principles, procedures, structure and regu-

lation mechanism within the network (regarding function-
ing)
No formalization, but on the other hand also too many

formal rules regarding structure (reporting etc.)

/

AV
¥

1,2,3,7,8,10, 11, 12, 13, 15, 17,
21, 22, 28, 29, 32

Table 4: Symptoms/signals of failures/mistakes in networks - Proposition

Regarding the failures/mistakes which are out of the direct influence of the network, the fol-

lowing correlation to symptoms/signals is made:

Failures/mistakes in networks which are | No. of symptoms/signals associated with
out of a direct influence of the network the failures/mistakes

No internal reason for being
Too much pressure on networks; no
patience of network members and or-

ganization

| 3,5,6,7,10,31,33 |

Lack of time of network members to 1,2,6,7, 10,12, 14, 15, 20, 21, 22, 31, 32

participate
Not enough financial support of the network

No endorsement and continually sup-

1,2,6,7,22,31

port from the senior executives; no 1,2,5, 6,7, 8,10, 14, 15, 22, 26, 27, 31, 33

sponsorship

Results/findings of networks are not

used/no tangible outputs 3,6,7,8, 10, 14, 15, 21, 22, 26, 27, 32

Table 5: Symptoms/signals of failures which are out of a direct influence of networks - Proposition
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3.3.4 Failures of and in networks: possible measures

In the following, measures for handling or avoiding failures in and of networks will be de-
scribed. Similar to the symptoms/signals for failure in networks, this part is strongly built on
insights gained in the interviews with Unilever as well as on the findings from the work and
interpretation of the Unilever documents. These insights will be complemented by some fur-
ther developed propositions. The proposed measures will be associated again with the d-
mensions/characteristics as well as to the environment, the organizational embededness and
the support level (see tables 6 and 7) to indicate how to react in the case of special prob-
lems/ failures:

Failures related to Possible measures

Task orientation/ > Linking networks to organizational goals and projects and
roles of members making this link evident

» Giving network a clearly described and formal status

Y

Making the network visible for the organization

» Communicating deliverables, activities and impact of networks
on the business areas

» Defining network tasks as an official part of the job tasks and
defining clear performance aspirations

» Defining the priority of the network tasks regarding the other
job tasks

» Defining clear responsibilities/role activities

Y

Bringing in a new leader if needed

Y

Making clear that the network leader will ensure progress,
openness and learning

Skills/experience Identifying and selecting the people carefully

Bringing in new people every time it is needed
Clarifying people’s personal goal/interest for participation
Providing training/development

VIV VYV V V

Relationships Defining a social contract describing the way of working, mu-

tually, trust etc.

Y

Organizing social activities
» Making sure that leader emphasizes networking building activi-
ties

Benefit/value of » Introducing a system for recognition and incentives
members » Making clear what value is expected and can be provided for

oneself, for the network and for the organization
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Shared objectives, » Not having too many sensitive topics at the same time
aims, interests » Defining specific objectives/targets/deliverables for the network
» Giving clear priorities which objectives to persecute
» Setting clear performance aspirations
Communication » Having (more) physical/face-to-face meetings
style, media richness » Introducing an information scout
» Defining the way and frequency for a “minimum” communica-
tion
» Using well-known and well-used communication means if pos-
sible
Identification, com- » Reviews of the network leader to ensure progress, commit-
mitment, multi- ment and initiative
membership » Celebrating successes and important results
» Providing the network with a space to find its own identity
Boundaries, know- » Making sure that new people, who have their own opinions,
ledge access, open- are brought in
ness
Size, geographical » Defining the way of working
closeness, formaliza- » Defining procedures and regulation mechanism of the network
tion » Finalizing terms of reference
» Introducing/defining instruments to judge over the progress of

the network activities

Table 6: Possible measures

Whereas the measures above can be used by the network itself or network members, this is

normally not the case for the measures, which are intended overcome failures/mistakes as-

sociated with the environment, the organizational embededness and the support level of the

network:

Failures/mistakes in networks
which are out of a direct influ-
ence of the network

Possible measures

No internal reason for being

Too much pressure on networks;

no patience of network members

and organization

Linking networks to organizational goals and projects and
providing the network with the adequate status

Communicating the logic as well deliverables, activities and

impact of networks on the business areas
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Lack of time of network members
to participate

Not enough financial support of the
network

No endorsement and continually
support from the senior executives;
no sponsorship

Results/findings of networks are

not used/no tangible outputs

Giving the network enough time to build it up and to work in
it

Providing the network with a space to find its identity and its
working

Providing networks with experiences made in other networks
Providing the network with financial resources as well as
with time which can be used for network activities

Defining network tasks as an official part of the job tasks
Being supporters/facilitators both in the network and in man-
agement to get needed resources

Introducing a system for recognition and incentives

Making sure that results and experiences of the network will
be used in other areas too

Introducing/defining instruments to judge over the progress

of the network activities

Table 7: Possible measures regarding failures/mistakes which are out of a direct influence of the net-
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4 IMPLICATIONS FOR THE WORK OF UNILEVER AND THE CC KNN

4.1 Implications for Unilever

From this project, there are two major implications for further knowledge management work
resulting in Unilever. The first implication is that Unilever should be able to estimate better,
when a network solution should be the tool of choice. Also it should be easier for Unilever to
place the network solution in relation to alternative approaches since the understanding was
deepened, what advantages and disadvantages networks have and under what circum-
stances the network solution can be chosen, especially regarding the business, cultural and
technical circumstances. Besides this deeper understanding of when to choose the network
solution, the internal argumentation and recommendation for network solutions against alter-
natives on a reasoned basis was improved. What was also shown in this project, is that you
have to deal with the choice of an organizational form in a strategic way, taking into consid-
eration all the relevant parameters. The “Growth/Investment Matrix” can further be devel-
oped, taking all the possible criteria for choosing an organizational form and placing them
against the declared target of achieving higher growth. This should result in a series of ma-
trixes, which show, which organizational form is most suited to tackle a specific problem.

The second implication is derived from the work on the second goal of this bilateral project,
namely to better understand, what can lead to an ailing network once the network solution
has been chosen. Firstly, the insights regarding failures in networks and in their environment
and support level, the symptoms and signals of ailing networks as well as the corresponding
actions to avoid or better handle failures in networks, help networks and the organization to
recognize possible failures better and faster. Also, as demonstrated in the “Intensity-
Relevance-Matrix” of failures, networks can learn to understand the importance of failures for
them and their survival and — after they set priorities - can act by using the proposed meas-
ures. Building on the insights gained in this bilateral project, Unilever can then go a step fur-
ther and develop a model correlating failures and respective measures, taking into account
the interrelations between the proposed measures.

4.2 Implications for the Competence Center Knowledge Networks

According to the task description of the bilateral project with Unilever, the goal was to de-
velop a model, that includes criteria of when to use the network option and how to deal with
networks once they were set up and especially how to deal with ailing ones.

The developed decision model is grounded on a wide sample of cases and some interviews
and is thus generally applicable, which makes it useful for integrating in the existing material
of the Competence Center Knowledge Networks. This is especially true for the initial decision
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whether to choose the network option and also for the decision, what to do with networks that
demonstrate symptoms of failure. Also, the learnings regarding the recommendations for
action can be used for further insights.

For the overall framework of the Competence Center, the bilateral project also generated a
number of findings, since these correspond strongly with the tiers “Initial decision for building
a network” as well as “Maintaining/Running Networks” in the methodology.

The state of research in the field of organizational studies was deepened through the bilat-
eral project. This refers especially to the choice of the network form as an organizational so-
lution in order to achieve certain benefits, according to a list of pre-determined criteria. The
project results supply theoretical and practical insights not only concerning the network
choice, but also in building and maintaining networks.
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5 FURTHER DISCUSSION

Some additional lessons were learned concerning the building up of networks. This chapter
can be seen as an outlook on the implementation of the network choice.

First of all, networks must have a context. This means having specific targets, objectives and
deliverables. Also incentives and a social contract - roles and responsibilities - are important.
Secondly, networks have to have a senior champion, who acts as a supporter and sponsor.
Thirdly they have to be linked to the organizational goals and their performance has to be
monitored. This also implies that communication has to be done by results. Moreover, a clear
set of guiding principles is needed, since networks are a collective, representing the interests
of all constituents. Furthermore they have to capitalize on opportunities for leveraging. This
goes in hand with the imperative to continuously seek understanding beyond traditional,
functional boundaries. One must not forget, that their main asset is people, so it is essential
to find the areas where people have problems, which they have to tackle anyway in their
daily work and also promote the sharing of mutual tasks. In addition to this, facilitating net-
working between individuals is as important as establishing e.g. methodology guidelines or
reports libraries. A further very important point is to find issues that add value globally and at
the same time avoiding functional positioning labels and hype. Also giving recognition is very
important. This can come in the form of visible, professional respect, personal recognition
and development as well as rewards. One should avoid treating a network as a project or as
an initiative, since there are too many of these as it is. Critical is also to have strong category
support and involvement. An explicit role for the network in the category’s business strategy
is therefore essential. A fully dedicated central co-ordination team will greatly enhance the
chances for success, although is does take much effort to nurture and create a thriving
community. Face-to-face meetings are critical for building strong rapport and relationships,
especially in the early stages. These can be supplemented (but not substituted) by email,
Intranets, etc. Meetings should be well structured and co-ordinated. There should be a good
balance between formal presentations, syndicate working and informal networking. It is bet-
ter to go for a detailed coverage of a limited number of priority topics, allowing ample time for
discussion. Lessons learned at the starting and operating of networks at Swiss Re for exam-
ple, were that you have to choose the right people for the positions of the leader and the
Knowledge Manager. Also one has to build trust and foster communication inside the net-
work. Moreover the subject must be well structured inside the network and the right goals
have to be clearly defined. Especially in geographically and divisionally dispersed organiza-
tions the global structuring of subjects is very important. The goals are derived from the
overall business strategy and tradeoffs have to be dealt with. Furthermore the will to partici-
pate has to be clear and a common language has to be used. Time management is also cru-
cial and the benefits from managing knowledge have to be made clear.
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A sustainable network nurtures and supports its governance process through the develop-
ment of its people toward a capability to:
interact thoughtfully and compassionately toward value-adding agreements and order,
see the potential in diversity and develop to harmonize oneself in the aim of becoming
something new and valuable,
create and maintain reciprocal relationships, and
sustain commitment to freedom to create higher forms of service for the common pur-
pose.
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