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Diagnosing cultural barriers to
knowledge management

David W. De Long and Liam Fahey

Executive Overview

Organizational culture is increasingly recognized as a major barrier to leveraging
intellectual assets. This article identifies four ways in which culture influences the
behaviors central to knowledge creation, sharing, and use. First, culture—and
particularly subcultures—shape assumptions about what knowledge is and which
knowledge is worth managing. Second, culture defines the relationships between
individual and organizational knowledge, determining who is expected fo control specific
knowledge, as well as who must share it and who can hoard it. Third, culture creaies the
context for social interaction that determines how knowledge will be used in particular
situations. Fourth, culture shapes the processes by which new knowledge-—with its
accompanying uncertainties—is created, legitimated, and distributed in organizations.
These four perspectives suggest specific actions managers can take to assess the different
aspects of culture most likely to influence knowledge-related behaviors. This diagnosis is
the critical first step in developing a strategy and specific interventions to align the
firm’s culture in support of more effective knowledge use.

Obviously, there is a set of tools, such as Lotus
Notes, intranets, etc.,, which you need to be
knowledge-based. But technology is only 20
percent of the picture. The remaining 80 percent

is people. You have to get the culture right.
—Roger Chaddock. associate director,
Computer Sciences Corporation!

What's happened here is 90 percent culture
change. You need to change the way you re-
late to one another. If you can’t do that you
won't succeed.?

—Bob Buckman, CEO of Buckman Labs

As we roll out our knowledge system, we find
we lack a culture that supports collaborative
work because people view knowledge as a
method of securing their job. So they're reluc-
tant to share. The culture is a huge problem.
—Chief knowledge officer, global
engineering firm

A growing number of executives, consultants,
and management theorists have proclaimed in re-
cent years that knowledge now constitutes the ma-
jor source of competitive advantage for organiza-
tions.? This knowledge-based view of the firm
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argues that creating, organizing, and using knowl-
edge assets are the essence of what firms do. Their
effectiveness in these activities, relative to the
competition, determines performance. Heeding
this counsel, many firms have launched major pro-
grams to manage knowledge better, and it is in-
creasingly common to see titles such as chief
knowledge officer and knowledge manager in or-
ganizations. Without a doubt, knowledge manage-
ment has become an important topic.®

But the efforts of many companies to manage
knowledge have not achieved their objectives, and
there is a growing sense of disenchantment among
executives about the practicality of trying to enhance
organizational knowledge. Our research in more
than 50 companies pursuing knowledge manage-
ment projects (see Appendix) revealed that organiza-
tional culture is widely held to be the major barrier to
creating and leveraging knowledge assets. And our
interviews also revealed that, while most managers
intuitively recognize the importance of culture, they
find it difficult or impossible to articulate the culture-
knowledge relationship in ways that lead to action.

To effectively diagnose the fit between their ex-
isting organization and knowledge management
objectives, managers need frameworks to help ar-
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ticulate how culture affects their unit's ability to
create and apply knowledge. Only then can they
design strategies to either adapt to the culture or
try to reshape it to support the firm's knowledge
management objectives.

The purposes of this article are to demonstrate the
importance of the cultural perspective on many of
the issues central to effective knowledge manage-
ment; to explore four ways in which organizational
culture shapes knowledge creation, sharing, and
use; and to suggest diagnostic action steps that man-
agers can take to assess the fit between their firm's
existing culture and desired behaviors related to ef-
fective knowledge use. In short, our intent is to pro-
vide managers and researchers with frameworks for
understanding and diagnosing how and why orga-
nizational culture so often impedes attempts to gen-
erate and leverage knowledge.

Defining Knbwledge

In order to think productively about the problems of
managing knowledge, we need to distinguish between
the concepts of data, information, and knowledge.
While there is no general consensus on the boundaries
of these terms, let us make our assumptions clear. In
this article, we view data as raw or unabridged de-
scriptions or observations about states of past, present,
or future worlds, and information as patterns that indi-
viduals find or imbue in data.®

Knowledge, on the other hand, is a product of
human reflection and experience. Dependent on
context, knowledge is a resource that is always
located in an individual or a collective, or embed-
ded in aroutine or process. Embodied in language,
stories, concepts, rules, and tools, knowledge re-
sults in an increased capacity for decision making
and action to achieve some purpose.”

Embodied in language, stories, concepts,
rules, and tools, knowledge results in an
increased capacity for decision making
and action to achieve some purpose.

Two dimensions are critical to understanding
knowledge in a practical, organizational context.
First, knowledge exists at individual, group, and or-
ganizational levels. The focus of knowledge man-
agement efforts is primarily on improving knowl-
edge creation and use at group and organizational
levels. Second, knowledge is either explicit or tacit.
Explicit knowledge can be codified and embedded in
formal rules, tools, and processes. Tacit knowledge
is what we know but cannot explain. Automatically
reordering parts when inventory declines to a certain

level is explicit knowledge; assessing an individu-
al’s potential, or building a cross-functional team, is
tacit knowledge. :

We believe that a major source of confusion in
discussions about knowledge and knowledge
management in organizations today is the failure
to recognize that there are at least three distinct
types of knowledge.

¢ Human Knowledge: This constitutes what indi-
viduals know or know how to do. Human or in-
dividual knowledge is manifested in skill (e.g.,
how to interview customers) or expertise (e.g.,
deep understanding of why customers purchase
particular products), and usually combines both
explicit and tacit knowledge. This type of knowl-
edge may be sentient, that is, located in the
body, such as knowing how to type or ride a
bicycle. Or it may be cognitive, that is, largely
conceptual and abstract.®

¢ Social Knowledge: This form of knowledge ex-
ists only in relationships between individuals or
within groups. For example, high-performing
teams of research scientists or Web-page de-
signers share certain collective knowledge that
is more than the sum of the individual knowl-
edge of the teams’ members. Social or collective
knowledge is largely tacit, shared by group
members, and develops only as a result of work-
ing together.?® Its presence is reflected by an
ability to collaborate effectively.

e Structured Knowledge: This is knowledge em-
bedded in an organization's systems, processes,
tools, and routines. Knowledge in this form is
explicit and rule-based. A key distinction be-
tween structured knowledge and the first two
types is that structured knowledge is assumed to
exist independently of human knowers.10 It is,
instead, an organizational resource.

Some researchers and consultants argue that
knowledge cannot exist independent of humans, but
we believe, from the practical standpoint of manage-
ment, that knowledge is regularly created and em-
bedded in routines, systems, and tools.!! Take, for
example, sophisticated accounting software. The
knowledge embedded in the software was originally
created by humans in the form of accounting rules
and software code, and it is usetul only in specific
business contexts where it enhances management’s
decision-making capabilities. Certainly, additional
human knowledge may be needed to customize the
accounting software in a particular organization,
where existing social knowledge will also affect use
of the software, but a significant amount of struc-
tured knowledge does exist in the program.

The knowledge that is embedded in routines,
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systems, and tools, and that requires minimal hu-
man intervention to perform an activity, is different
from information, such as that found in books,
manuals, and databases. These resources, no mat-
ter how highly analyzed, only become practical
knowledge when individuals can apply their own
experience and contextual understanding to inter-
pret the details and implications for action.12

The purpose of knowledge management is to en-
hance organizational performance by explicitly de-
signing and implementing tools, processes, systems,
structures, and cultures to improve the creation, shar-
ing, and use of all three types of knowledge that are
critical for decision making. Knowledge managemer:t
is typically made operational through a series of new
projects, (such as British Petroleum's virtual teamwork
program using video conferencing to share human ex-
pertise between remote sites),!3 processes (such as cre-
ating research teams to visit customer sites), and activ-
ities (such as interviewing potential customers).

In recent years, researchers and consultants have
tended to focus on one type of knowledge, ignoring or
discounting the other two types. For example, those
with a technology orientation have concerned them-
selves primarily with structured knowledge, often
putting text-based information into this category. At
the same time, they have ignored the importance of
human and social knowledge needed to complement
structured knowledge. A growing number of re-
searchers and consultants,!4 on the other hand, have
argued that social knowledge is the only valid notion
of knowledge that managers should be concerned
with. We believe that to effectively enhance their
organization's capacity to create, share, and use
knowledge, managers ultimately must take into ac-
count all three types of knowledge.

In this article, however, we set aside the debate
about wht types of knowledge need to be managed, or
how culture influences each one separately. Our pri-
mary purpose is more fundamental—to help execu-
tives understand how cultures can shape the creation,
sharing, and use of knowledge in general. Understand-
ing these relationships first is essential for thinking
productively-about the fit between culture and knowl-
edge in any organization. Thus, subsequent references
to knowledge should be assumed to include all three
types described above, unless we indicate otherwise.
And we will leave it to the reader to make the neces-
sary distinctions between different forms of knowledge
when diagnosing a particular organization.

Understanding Links Between Culture and
Behavior

The concept of culture, like that of knowledge, is
often used loosely by executives and consultants

without any real attempt to define what it means in
practice. Culture is not only intangible and illusive,
but it can also be observed at multiple levels in an
organization.! Culture is reflected in values, norms,
and practices. At the deepest level, culture consists
of values, which are embedded, tacit preferences
about what the organization should strive to attain
and how it should do so. Values are often difficult to
articulate and even more difficult to change. Their
impact on knowledge creation and use, however,
which is manifested in behaviors, should never be
underestimated. Thus the arrow leading from values
to behaviors in Figure 1 is more prominently indi-
cated than the others. For example, if a firm truly
holds a value that every customer interaction is im-
portant, then particular behaviors and actions can be
expected. Employees will be more likely to treat cus-
tomers with respect, to ask them questions about
product use and performance, to listen carefully to
their replies, and to develop a mutually supportive
relationship with them over time. Values that inspire
individuals to regard customers as partners are more
likely to motivate behaviors that create useful knowl-
edge about customers.

Values that inspire individuals to regard
customers as partners are more likely to
motivate behaviors that create useful
knowledge about customers.

Norms are generally derived from values, but
they are more observable and easier for employees
to identify. Thus, they are more susceptible to
change. Consider, for example, norms associated
with sharing information. If employees believe
that sharing what they know incurs personal risks
and decreases power, then the social norms gov-
erning how individuals should interact will not
support the behaviors needed to create and sus-
tain the exchange of knowledge.

Practices are the most visible symbols and man-
ifestations of a culture. They are a way of under-
standing any widely understood set of repetitive
behaviors, such as how people in an organization
answer the telephone, {ill out time reports, or re-
view a weekly status report. They also include
repeated types of interactions that have identifi-
able roles and social rules, such as performance
reviews, weekly staff meetings, and Friday after-
noon beer blasts. Practices provide the most direct
levers for changing behaviors needed to support
knowledge creation, sharing, and use. For exam-
ple, the ways in which departmental meetings are
conducted strongly influence the likelihood of a
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Elements of culture:

Behaviors

Knowledge creation,
sharing, and use

Note: The thicker arrow denotes the predominant impact of values on behaviors.

FIGURE 1

Culture Elements Influence Behaviors

group's generating new knowledge or leveraging
its existing knowledge. Are ditferences of opinion
encouraged and respected, or routinely discounted
by group leaders? Is conflict managed construc-
tively, or is it suppressed or smoothed over?

Values, norms, and practices reflect different
levels of observability of an organization’s culture,
but the concepts are also fundamentally interre-
lated. Values are manifested in norms that, in turn,
shape specific practices. While values shape
norms and practices, sometimes managers will
change practices and norms in an attempt to re-
shape values over time.

Four Frameworks Linking Culture and
Knowledge

Our research on knowledge management initia-
tives has shown that knowledge and culture are
inextricably linked in organizations.!® Indeed, any
discussion of knowledge in organizational settings
without explicit reference to its cultural context is
likely to be misleading. In addition, we found that
culturally generated and condoned behaviors of
both individuals and groups are often inimical to
developing and leveraging knowledge.

To evaluate how an organization’s current cul-
ture influences the creation, sharing, and use of
knowledge, managers must first understand how
culture actually influences knowledge-related be-
haviors. These tour frameworks provide diagnostic
tools for analyzing how culture currently atfects a
tirm's knowledge-related behaviors. This is an es-
sential step before deciding whether to adapt

knowledge management objectives to the existing
culture, or to try to change the culture.

1. Culture shapes assumptions about which
knowledge is important

Cultures, and particularly subcultures (which will
be addressed in the next section), heavily influ-
ence what is perceived as useful, important, or
valid knowledge in an organization. Culture
shapes what a group defines as relevant knowl-
edge, and this will directly atfect which knowledge
a unit focuses on.

For example, an advertising agency may give
priority to human creative knowledge, while an
auto parts distributor may value more structured
knowledge embedded in supply-chain processes.
These beliefs about which knowledge is most im-
portant do not occur in an organizational vacuum.
They are shaped by values and norms.

In a more specific case, a printed circuit-board
design team was supposed to be capturing lessons
learned in its part of the product development pro-
cess, which was a core process for the company.
But the group’s members were so concerned with
being able to account for their time in the govern-
ment-funded work that they initially refused to re-
flect on their experiences and develop lessons
learned.’” No management initiative to improve
knowledge creation could override the team'’s well-
established norm of being billable. The barrier to
creating this new knowledge was removed only
when the knowledge manager found an adminis-
trative accounting code to which time for extract-
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ing lessons learned could be charged. Local norms,
such as always accounting for time in some ex-
plicit form, and practices, such as filling out time
sheets, determine the priority that individuals ac-
cord to different types of knowledge and learning
in every organization. In the case of this design
team, the norms associated with being billable
were so powerful that they had to be accommo-
dated before new knowledge related to the product
development activities could be created and cap-
tured.

Managerial actions

This example suggests several actions managers
can take to discover how their culture shapes
assumptions about knowledge creation, sharing,
and use:

e Explore how your culture's (or subculture's)
priorities are likely to support or undermine
more effective creation and sharing of knowl-
edge around a particular activity or process.
For example, is being billable always more
important than some other knowledge-enhanc-
ing activity, such as looking for patterns in lost
customers? Is going to a skill-building train-
ing class a lower-status activity than perform-
ing daily tasks?

¢ Identify behaviors that would demonstrate that
a particular set of essential knowledge-building
activities is critical to your organization. For ex-
ample, what would sales managers be doing
differently if sharing knowledge about custom-
ers across divisions was an established norm in
the culture? What would senior management be
doing and saying that reflected the importance
of this norm?

¢ Clarity which existing norms and practices may
be barriers to the new behaviors needed. And
ask whether those elements of the culture can be
changed to support these behaviors.

Subcultures apply different criteria in defining
knowledge

To understand how conflicts arise about what
knowledge is important it is critical to under-
stand the impact of subcultures. Subcultures
consist of distinct sets of values, norms, and
practices exhibited by specific groups or units in
an organization, such as R&D, sales, engineer-
ing, MIS, different levels of management, and
different geographic regions. Subcultures have
characteristics that distinguish them from the
firm's overall culture, as well as from other sub-

cultures. For example, R&D’s values may seem
focused on elegant product features to the detri-
ment of product marketability and profits, while
finance appears to value only controlling costs.
MIS, on the other hand, may seem concerned
only with maintaining strict adherence to its
technology standards. Organizations usually
have both an overall culture and multiple sub-
cultures. However, the influence of the overall
culture and the amount of conflict among subcul-
tures will vary across organizations.1®

Subcultures often lead their members to define
important knowledge differently than other groups
in the organization.!® In a major electronics firm, the
engineering subculture was entrepreneurial. Its val-
ues and norms encouraged lots of experimentation
and frequent, informal interactions. Thus engineers
viewed knowledge sharing and personal relation-
ships as integrally related and believed that any
attempts to manage knowledge must facilitate such
social interactions. The firm's MIS subculture, on the
other hand, was procedurally oriented and heavily
rule-bound, placing a high value on standardized
processes. The department’s managers valued the
structured knowledge that was embedded in pro-
cesses, software programs, and documents. This re-
flected the type of knowledge management system
they tried to supply to the engineers.

Subcultures often lead their members to
define important knowledge differently
than other groups in the organization.

Such different views of knowledge often lead to
miscommunication and conilict between functions,
as subcultures apply ditferent criteria in valuing
knowledge.?? And these differences, which often
produce conflicting strategies and goals in knowl-
edge management initiatives, suggest the follow-
ing actions:

o Identify the distinct subcultures involved in your
knowledge initiative. How are ditferent groups
likely to define knowledge ditferently? What
values are reflected in each definition of knowl-
edge? What are the critical assumptions that
underlie these value differences?

o Make explicit what types of knowledge are pre-
ferred by each subculture. Engage in discus-
sions to achieve some level of shared under-
standing about the types of knowledge most
important to the business.

e Explore whether your unit's orientation to
knowledge (as evidenced in prevailing norms
and practices) suggests biases and blind spots
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that might lead you to overlook critical knowl-
edge-management opportunities. For example,
are you too focused on developing human
knowledge and skills, while ignoring the need to
invest in more structured knowledge for busi-
ness processes? Are you too committed to plac-
ing objects in a knowledge database, while ig-
noring existing levels of human and social
knowledge, as well as cultural norms and prac-
tices, that will inhibit absorbing and applying
the system’s content?

¢ Rellect on whether you are making realistic as-
sumptions about the new behaviors needed to
leverage specific types of knowledge, given the
different subcultures involved. For example, is
an informal, entrepreneurial engineering group
expected to use a formal, procedurally oriented
knowledge repository? Can the system be
adapted to fit the culture? Or should manage-
ment invest in culture change?

2. Culture mediates the relationships between
levels of knowledge

Culture embodies all the unspoken norms, or
rules, about how knowledge is to be distributed
between the organization and the individuals in
it, as illustrated in Figure 2. Culture dictates
what knowledge belongs to the organization and
what knowledge remains in control of individu-
als or subunits. This is most evident when man-
agement tries to convince individuals to share
the human knowledge they have so that it can
be converted into more structured knowledge,

Unit A

Organizational
knowledge

Unit B

Organizational

knowledge

Unit A Unit B

Individual
knowledge

Individual
knowledge

FIGURE 2
Culture Mediates Relationships Between
Organizational and Individual Knowledge

which the organization will control. A common
instance of this occurs when management tries
to convince sales people to contribute their
knowledge about individual customers to a com-
mon customer database.

As we have already argued, human knowledge
transferred into databases is really information
until interpreted by others with the experience
and skills to apply it in a different context. Nev-
ertheless, when people are asked to put what
they know into an organizational system, they
tend to feel they have lost ownership of knowl-
edge they alone had previously controlled. Of-
ten, a company'’s norms will support this individ-
ual ownership, encouraging people to refuse to
share their knowledge, even as the organization
pursues a business strategy whose success re-
quires individuals to share what they know. In
essence, cultural norms and practices determine
who is expected to control what knowledge, as
well as who must share it, and who can hoard it.
Knowledge management objectives must be
aligned with these norms and practices if they
are to be achieved.

Three themes are particularly significant when
culture is used as a lens to understand knowledge
distribution. That is, who controls what knowledge
and where are they located.

Importance of individual knowledge

Knowledge sharing is too often compromised, if
not completely sacrificed, at the altar of norms and
practices that advocate and reinforce the suprem-
acy of individual knowledge. Consider the follow-
ing example, in which one manager explained
how his company's culture reinforced the value of
individual knowledge:

In divisional reviews, the senior manager
comes around and says, "Show me something
I've never seen before.” So the whole godl is
to blow their socks off. Nobody ever says,
“Show me where you've worked together with
another business unit.” The assumption is
that the value executives add in these re-
views is to cross-fertilize the organization and
to connect related ideas. And the engineers
think their role is to show individual engi-
neering brilliance. It's totally individual. They
reward you to be competitive, instead of rec-
ognizing team-based performance and collec-
tive accomplishments.

Management's attempts at generating more col-
laboration and knowledge sharing in this com-
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pany will fall short until they directly address how
the culture reinforces and values knowledge use at
the individual level.2!

The CEO of Buckman Labs took on this challenge
directly when he implemented a knowledge-shar-
ing network to support global sales operations. At
the start, Robert Buckman recognized that the
firm's IT investment would not be sufficient to
achieve his knowledge-sharing and business ob-
jectives, because he knew that the organization’'s
cultural norms condoned hoarding knowledge as a
source of power. Bulging lile cabinets around the
company symbolized individual knowledge banks.
But this behavior began to change when Buckmar.
told the company, upon launching the computer-
based knowledge network:

Those of you who have something intelligent
to say now have a forum in which to say it.
Those of you who will not contribute also will
become obvious. If you are not willing to con-
tribute or participate, then you should under-
stand that the many opportunities offered to
you in the past will no longer be available.??

This was a first step in Buckman's three-year
campaign to reshape norms and practices that de-
fined the relationships between individual knowl-
edge and the organization. The CEO recognized
that as long as people benefited from not sharing,
the organization's ability to leverage their knowl-
edge would be limited, since the investment in
information technology would not change the cul-
ture by itsell.

The level of trust that exists between the
organization, its subunits, and its
employees greatly influences the amount
of knowledge that flows both between
individuals and from individuals into the
firm’s databases, best practices archives,
and other records.

Low-trust cultures constrict knowledge flow

When a mechanical engineer in an automotive
firm sought cost information related to a design
project, an employee in the finance department
responded: "You're an engineer. You don’t need
to know that.” Cultural norms supporting depart-
mental autonomy made this an acceptable view
of knowledge sharing in this company. But the
implicit message of holding internal information

proprietary is: "We don't trust you.” The level of
trust that exists between the organization, its
subunits, and its employees greatly influences
the amount of knowledge that flows both be-
tween individuals and from individuals into the
firm's databases, best practices archives, and
other records.

Companies with a history of downsizing face a
particular problem in this area. They have to
rebuild trust levels in their culture before they
can expect individuals to share expertise freely
without worrying about the impact of this shar-
ing on their value to the company. To do so
requires paying considerable attention to the
supporting norms and behavioral practices that
manifest trust as an important organizational
value.

Status differences impede cross-functional
knowledge sharing

A culture that clearly values some units over oth-
ers is more likely to undermine the cross-func-
tional sharing of any type of knowledge, in part by
supporting subcultures that seek to defend their
own knowledge asseis. Managers in one firm
clearly recognized that their culture valued R&D,
marketing, manufacturing, and information sys-
tems, in descending order. This shared sense that
functions were valued differently—an example of
social knowledge—reinforced a silo mentality and
encouraged employees to spend unproductive time
defending their unit's perspective.

If we recognize that culture is the silent broker,
or mediator between individual, group, and orga-
nizational knowledge, then the importance of rene-
gotiating norms around knowledge distribution,
ownership, and access becomes more evident. This
is especially important for traditional firms com-
peting in emerging electronic business environ-
ments where intense integration between func-
tions, such as marketing and information systems,
is critical to success.

Managerial actions

Whenever a knowledge-management initiative
threatens (intentionally or not) to change patterns
of knowledge distribution and use, then manage-
ment should take the following steps:

o Consider how your knowledge-management
strategy proactively intends to change attitudes
towards ownership of knowledge.

¢ Evaluate how your current culture will facilitate
or undermine the proposed redistribution of
knowledge.



120 Academy of Management Executive

November

o [dentify what new behaviors leaders must ex-
hibit to communicate a shift from valuing indi-
vidual to collective knowledge.

¢ Make explicit what practices need to change to
reinforce more collaborative knowledge use.

3. Culture creates a context for social interaction

Earlier we said that culture shapes perceptions
and behaviors. One way culture does this is by
establishing the organizational context for social
interaction.?® Cultures represent the rules (e.g..
"Don’t interrupt a superior.” "Challenge every-
one but the CFO.”) and practices (e.g., meeting
formats and frequencies, appropriate uses of e-
mail versus voice mail), that determine the envi-
ronment within which people communicate.
These cultural ground rules shape how people
interact and have a major impact on knowledge
creation, sharing, and use.?

For example, a major bank was interested in
sharing lessons learned from the many electronic
commerce initiatives that had sprung up in its

ditferent divisions. But a lack of norms or practices,

to support sharing this knowledge across units
meant there was no organizational context where
one group’s valuable experiences were likely to be
passed on to others in the firm. Thus the potential
value of applying this knowledge elsewhere in the
bank was being lost.

By defining the context for interaction, culture
determines how all types of knowledge will be
used in a particular situation. It does this primar-
ily by dictating the norms—the rules, expecta-
tions, and penalties—that govern social interac-
tions between individuals and groups, and by
shaping people’s perceptions of their range of
options acceptable to the organization. For ex-
ample, where functions, such as R&D and man-
ufacturing, are not expected to continually share
knowledge and collaborate, and are without rou-
tine practices to do so, there is no context for
interaction to support this sharing. A new intra-
net infrastructure or reengineered work process
can surely improve the environment for knowl-
edge sharing. But, unless executives address
long-standing interaction patterns and beliefs
shaped by different subcultures, the benefits of
their knowledge-management strategy will be
limited.

The impact of culture on the context for interaction
can be assessed on at least three dimensions: verti-
cal interactions, horizontal interactions, and special
behaviors that promote knowledge sharing and use.

Vertical interactions

Culture shapes vertical interactions in many ways,
but two particularly relevant to knowledge cre-
ation and sharing are norms determining the ac-
ceptability of discussing sensitive topics, and per-
ceived approachability of senior management.

Sensitive Topics. At Buckman Labs, shortly af-
ter the knowledge network was introduced, the
CEO engaged in a lengthy electronic debate
about the sales compensation system. For weeks,
salespeople argued on-line, sometimes directly
with the CEO, about the unfairness of the exist-
ing bonus system. The cultural message under-
lying this open exchange was that anything is
discussible, a norm that builds the trust neces-
sary to support vertical knowledge sharing. And
we have already pointed out the negative im-
pacts of low-trust cultures on knowledge sharing
in the previous section.

Approachability. Norms and practices that
make executives accessible and approachable
also help create a context for effective knowl-
edge sharing. At Chaparral Steel, workers' lock-
ers are intentionally located next to a vice pres-
ident's office to facilitate informal interactions.?®
In contrast, executives in one large manufactur-
ing company we studied seemed unaware of how
intimidating their high levels of technical and
business expertise were to subordinates. One
manager explained: "When engineers are put in
front of top management, they're thinking, Tm
not going to say a word unless I'm positive I can
say something that's absolutely accurate.
There's a feeling of intimidation and a fear of
looking stupid, so people keep their thoughts to
themselves.”

Cultures with norms and practices that discour-
age open and frank exchanges between levels in
the hierarchy create a context for communication
that undermines effective knowledge sharing.

Cultures with norms and practices that
discourage open and frank exchanges
between levels in the hierarchy create a
context for communication that
undermines effective knowledge sharing.

Horizontal interactions

Culture also shapes patterns and qualities of in-
teractions needed to leverage knowledge among
individuals at the same level in the organization.
Three characteristics differentiate organizations in
this area: the volume of interactions, level of col-
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laboration and collective responsibility, and an
orientation to seek out existing expertise or knowl-
edge.

Interactivity. Culture determines the patterns of
interaction used to accomplish work. Norms and
practices, for example, that bring people together
vary from one organization to another. One tradi-
tional firm may rely on formal communication pro-
cesses and meetings designed to periodically
bring individuals together, while a more entrepre-
neurial Internet startup expects frequent, un-
planned, and unstructured interactions among em-
ployees. In these organizations, formal and
informal interactions are valued differently, which
results in different patterns of knowledge creation
and sharing.

To take advantage of new electronic communi-
cation technologies, companies like British Petro-
leum and Buckman Labs have actively managed
the behavioral norms and practices needed to fa-
cilitate knowledge sharing. At Buckman Labs, for
example, employees using the firm’'s knowledge
network now expect a greater level of interaction
when looking for help with a sales or marketing
problem. “If you are in a global company, there's
somebody awake and working all the time. Having
K'Netix?® gives us the capability to respond,”
says one executive. “A new mind-set has taken
hold at Buckman. Rather than picking up the
phone, someone can communicate with a mass
of people faster.”

Even though the Internet and other new tech-
nologies are greatly reducing communication
barriers, unless cultural norms and practices
support higher levels of interactivity between
the right individuals or groups, these new chan-
nels will have relatively little impact on knowl-
edge use.?”

Collaboration. Another way that culture shapes
the context for horizontal interactions is through
norms and practices that promote collaboration. In
electronic business, the customer’'s needs are
evolving so quickly, says the CEO of one Internet
company, that salespeople must feed market infor-
mation as fast as possible to product developers:
"QOur salespeople are attuned to what other func-
tions in the company need, so instead of waiting
until quarterly product meetings, they are telling
our product managers, ‘This is what I've seen in at
least 10 calls during the week.””

Collaboration and cross-functional problem
solving are also expected at Chaparral Steel,
where every employee carries a business card
reading “member of the sales force.” A sense of
collective responsibility leads employees to go to
great lengths to avoid letting colleagues down,

frequently offering help to those in other depart-
ments, even though it burdens their own work.28
When norms and practices promote collaboration
between functions and operating units, interac-
tions are more likely to lead to creating and shar-
ing new knowledge of all types.

Reusing Existing Knowledge. Culture also
shapes the context for interaction through norms
and practices that determine to what lengths
employees will go to seek out and build on ex-
isting knowledge. Culture may create an organi-
zational context where creative directors for a
global ad agency see each new project as
unique, or an environment where design engi-
neers for an automaker refuse to search out les-
sons from their counterparts working on other car
platiorms. Cultures that primarily reward indi-
vidual creativity and innovation produce difter-
ent patterns of interaction around knowledge
than cultures where uncovering and leveraging
existing expertise is the norm. To encourage the
use of existing knowledge, Texas Instruments cre-
ated an annual “Not-Invented-Here-But-I-Did-It-Any-
way” award to recognize those who reuse good ideas
from elsewhere.

Special behaviors promoting knowledge
development

We could address a long list of desirable behaviors
that help shape the context of social interaction to
support knowledge sharing and use. Instead, we
have chosen two that seem most important.2

More and more firms have discovered the
benefits of having their employees teach
others about core aspects of the business.

Sharing and teaching. Cultures that explicitly
favor knowledge sharing over knowledge acqui-
sition will create a context for interaction that is
more favorable to leveraging knowledge. The
U.S. Army is one ol a growing number of organi-
zations that formally considers knowledge-shar-
ing capabilities when identifying candidates for
promotion. Teaching is another behavior that in-
fluences the social context, even as it enhances a
firm’s existing knowledge base. Companies as
different as General Motors and Skandia, the
Swedish financial services firm, both recognize
the value of asking managers to teach what they
know about the business as a way of refining
and improving their existing knowledge, even
as they share it. More and more firms have
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discovered the benefits of having their em-
ployees teach others about core aspects of the
business.30

Dealing with mistakes. A large international

engineering and construction company trying to
build a lessons-learned database found one leg-
acy of large layofts after a recent business down-
turn was that engineers in the firm were re-
luctant to admit mistakes. This, of course, sig-
nificantly limited the scope of the lessons that
could be captured. How an organization reacts to
mistakes is another norm that shapes the context
for social interaction. Mistakes may be covered
up, explained away, punished severely, or ig-
nored. Or norms and practices may dictate that
mistakes be uncovered and used as a source of
learning, as many fast-moving Internet busi-
nesses are now doing. In either case, the ap-
proach used will influence how people interact,
and thus will shape the quality of the knowledge
created and applied.

Recognizing this phenomenon, the U.S. Army is
more concerned with the value of recognizing mis-
takes and fixing them than it is with doing things
right the first time. This attitude stems from battle-
field experience, where no plan is ever carried out
without errors. Thus the ability to evaluate and
correct mistakes becomes critical to success. To
reinforce the importance of frank interactions for
diagnosing and learning from errors, the Army

Cultural characteristics

« Discussability of sensitive topics

+ Senior management's
approachability

* Frequency of interactions

* Collective responsibility for
problems solving

* Orientation to existing knowledge
and expertise

* Knowledge sharing
(vs. accumulation)

* Teaching

* Learning from mistakes

strives to separate its debriefing activities from its
evaluation processes. Groups won't learn from
their mistakes if the same interactions are being
used to lix blame, keep score, or humiliate those
involved.3!

Managerial actions

Some key characteristics of organizational culture
that shape the context for social interaction are
noted in Figure 3. Although not a complete list,
these characteristics do demonstrate another way
in which culture aifects knowledge of all types,
and it suggests actions that logically follow from
understanding this relationship.

¢ Identify norms and practices that are barriers to
discussing sensitive topics.

¢ Find and evaluate evidence that senior manage-
ment is perceived as accessible and approach-
able. Are there elements of the culture that in-
hibit vertical interactions?

¢ Find norms and practices in the firm that encour-
age or discourage:

—a high frequency of interaction.

—an expectation of collaborative problem
solving.

Context for
social interaction

Behaviors that
leverage
knowledge

FIGURE 3
Cultural Characteristics that Shape Social Interaction
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—seeking out existing expertise and knowl-
edge instead of “reinventing the wheel.”

—teaching others.

—identifying and learning from mistakes.

4. Culture shapes creation and adoption of new
knowledge

Knowledge ultimately assumes value when it affects
decision making and is translated into action. New
knowledge?® is either adopted wholesale from exter-
nal sources, often in the form of structured knowl-
edge, such as a new software-driven manufacturing
process, or it is created internally by taking informa-
tion from the external environment and interpreting
it in the context of the firm's existing knowledge to
create new knowledge that becomes a basis for ac-
tion. The corporate landscape is littered with exam-
ples of firms that had access to new knowledge
about their competitive environments, but that failed
to recognize its potential value.

Consider one well-known case. Ford's market
research department produced what it viewed as
new knowledge: “overwhelming evidence,” in the
form of projections, that the minivan would be a
huge success as a new product in the automobile
market. However, Ford's executives, particularly in
the finance department, challenged the validity of
this new market knowledge, labeling the minivan
concept as untested and risky. In this case, the
subcultures involved in negotiating the validity of
the new knowledge failed to agree and act on the
importance of the insights. And Chrysler, of course,
went on to capture this major new market, with a
product that essentially saved the struggling au-
tomaker from bankruptcy.3?

A firm’s culture, and the relationships among its
subcultures, heavily shape how new knowledge

Inputs from
external
environment

Organization's
ability to interpret
data and information
reflecting external

environment

about the external environment is created, legiti-
mated (or rejected), and distributed throughout an
organization, as illustrated in Figure 4. The dy-
namics of this process represent a special problem
for companies pursuing business opportunities
through the Internet, because they are regularly
confronted by competitive and technological
changes that threaten their survival. Organiza-
tions need to be able not only to adopt or create
new knowledge in all forms, but also to legitimate
and distribute it to change strategic direction and
resource allocations faster than their rivals. In
practice, some firms, such as Intel, General Elec-
tric, Wal-Mart, and Motorola, have historically
been more successful at this than others.

Effective knowledge-oriented cultures

The fundamental question for management is:
What are the characteristics of a culture that will
help a firm rapidly acquire and distribute new
knowledge throughout the organization to enhance
decision making and performance? We have found
four characteristics evident in cultures that are
more elfective at creating and integrating new
knowledge from the external environment.

(1) Knowledge from the external environment is
expected to be the starting point, not the end, of
innovation. In this type of culture, norms and prac-
tices strongly encourage the exploitation of knowl-
edge from the external environment, rather than just
being satistied with absorbing it. For example, when
Chaparral Steel bought new rolling mill equipment
designed to produce eight-inch slabs of steel, its as-
sumption was that the performance of this new
equipment, which represents structured knowledge,
could be improved. Indeed, through trial-and-error
and continually pushing the technology’s capabili-

New knowledge
about competitive
environment

FIGURE 4
Creating and Adopting New Knowledge
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ties, the equipment was soon producing l4-inch
slabs, a level of performance that led the supplier to
try to buy back the new design. The norm at Chap-
arral is to expect to build on structured knowledge
acquired from outside the organization, not simply to
absorb it. Among the practices that make this level of
innovation possible are continual experimentation
and quick-and-dirty prototyping. But most important
is the attitude within the company that existing ex-
ternal knowledge can and must be enhanced if
Chaparral is to stay competitive.

(2) Intense debate is encouraged on key strategic
issues drawing on extensive internal and external
inputs. Intel's Chairman Andy Grove sees intense
debate and dialogue as a cornerstone of his com-
pany's culture, and a key reason why Intel has
been able to adapt and prosper in the highly vol-
atile computer industry.3¢

Intel's ability to understand how its computer
memory chip business was being transformed was
severely tested in the 1980s. Input from the external
environment was unmistakable. The Japanese were
developing tremendous new capacity to manufac-
ture memory chips. Their quality levels were better.
They had major advantages in access to low-cost
capital. And the industry was caught in a downward
pricing spiral, so that Intel was losing money on
chips. In retrospect, the obvious strategic decision
was to get out of the memory chip business, given the
knowledge of these events. But this interpretation of
external events had to be liltered through the firm’s
values, norms, and practices before becoming
knowledge that Intel could act on. In this case, Intel’s
identity was closely tied to memory chips, to the
point where many employees couldn't imagine the
company existing without manufacturing them.

To develop an understanding of what the shift-
ing realities of the marketplace meant for Intel,
Grove orchestrated a broad-based, highly emo-
tional debate designed to engage the organization
and clarily its strategic options. What the Intel
culture labeled “"constructive confrontation,” Grove
concedes is really "ferocious arguing with one an-
other while remaining friends.” Such debate and
dialogue demands a set of norms that includes the
acceptance of intense questioning of all assertions

What the Intel culture labeled
“constructive confrontation,” Grove
concedes is really “ferocious arguing with
one another while remaining friends.”

and observations made during meetings. This type
of productive conflict is essential to first generate

and then reconcile disparate views, and to create
new knowledge that will become the basis of ac-
tion. The absence of these norms, and related un-
derlying values, contributed to the missed oppor-
tunity in the Ford minivan case described earlier.

Ot course, executives like Grove recognize that
not everyone in the firm will accept the perspective
ultimately taken by senior management, based on
its new knowledge of the environment. Bui the
process of engaging and listening to many views
on an issue increases the likelihood of a better
decision® and broader acceptance of an emerging
organizational perspective.

(3) High levels of participation are expected in
seeking out, debating, and synthesizing knowledge
related to important business issues. Norms and
practices must go beyond encouraging debate and
dialogue to facilitating contributions from individ-
uals at multiple levels of the organization. Such
participation is enabled by practices that involve
individuals gathering data from diverse sources,
exercising their judgment to transform data into
information, and then engaging in intense interac-
tion and discourse to produce new knowledge that
can be the basis for action.

Today, Buckman Labs has 50 percent of its em-
ployees regularly engaged with customers in the
belief that directly interacting with the market is
the key to profitability. With a goal of 80 percent of
its employees on the front line, Buckman has cre-
ated a huge natural network that feeds information
about customers into the company. Employees are
expected to contiribute to the databases main-
tained on all of the firm's customers, and this de-
tailed information is a source of much richer
knowledge about the marketplace.

Companies whose cultures are most effective at
creating and integrating new knowledge into the
organization have norms and practices that de-
mand broad participation in knowledge gathering
and distributing information about the external en-
vironment. At Chaparral Steel, visiting customers
and suppliers is a standard practice for employees
at all levels of the firm. “We send people who can
best tell us what's going on, whoever they are,”
says one executive.®® Cultures that encourage peo-
ple to directly experience sources of problems,
threats, and opportunities are more likely to lead
employees to see the need for new thinking about
a particular issue.?”

(4) Organizations find ways to challenge the ex-
isting assumptions and beliefs that shaped the
firm's earlier successes. This is a special problem
for traditional firms trying to move into the Inter-
net-based economy. One vice president of e-
commerce observed: “Being a bank doesn’t hold us
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back, but thinking like a bank does. Our challenge
is getting people to stop thinking like a bank and
to understand that e-commerce means business
will be done in a fundamentally different way.”

At Intel, Grove found that the company's funda-
mental beliefs about memory chips were inhibiting
its ability to accept the mounting evidence that it
could no longer survive in a market where it had
once been a major player. For an organization to
question fundamental knowledge about its compet-
itive environment or core technologies, it must learn
how to diagnose and correct errors in its existing
norms and practices. This form of double loop learn-
ing® allows firms to legitimate and apply new
knowledge by questioning their current assump-
tions. For example, to get out of the memory chip
business and move full force into microprocessors,
Intel had to abandon the practice of using memory
chips as its technology driver. It also had to give up
a belief that the company had to offer a full product
line of memory chips, microprocessors, and other
products to remain competitive.3®

Questioning fundamental beliefs and existing
ways ol working is a patrticularly difficult chal-
lenge for leadership, but it is usually a key step in
creating new knowledge for the organization. One
of the reasons Ford decided not to build a minivan,
despite overwhelming support from its market re-
search, was that Henry Ford himself objected to the
use of costly new front-wheel drive technology.
Intel’'s Grove observes that if managers today are
to accurately interpret the profound changes occur-
ring in their competitive environments, they must
“adopt an outsider's intellectual curiosity . . . unfet-
tered by any emotional attachment to the past.”40

Questioning fundamental beliefs and
existing ways of working is a particularly
difficult challenge for leadership, but it
is usually a key step in creating new
knowledge for the organization.

Managerial actions

It is hard to overestimate how difficult it is to achieve
this type of detachment. And the reflection required
to question existing norms and practices is even
more at risk in an Internet world where speed rules
and fast decision making is expected from manag-
ers. As with previous sections in this article, we
make no pretense about providing a complete list of
the characteristics of cultures that support the
development of new knowledge around key stra-
tegic issues. However, the discussion above sug-
gests several diagnostic actions:

e Look for important new knowledge that was ig-
nored, discounted, or undiscovered by your firm.
How did these examples prove costly to the busi-
ness? What norms and practices created barriers
to adopting, creating, or applying this knowledge?

e Seek out examples of new knowledge adopted
or created with inputs from the external environ-
ment that led to bursts of innovation within the
firm, and try to draw lessons from them.

¢ Identify the norms and practices in your culture
that discourage employees from building on and
extending structured knowledge acquired from
the external environment.

e Find examples where intense debate and dia-
logue was encouraged on key strategic issues.
Reflect on how conilict played a constructive or
destructive role in those discussions. What
norms and practices would support more con-
structive confrontations?

¢ Look at the evidence you have about the levels of
participation in both acquiring and challenging
knowledge critical to the business. How do your
organization’s norms and practices encourage or
inhibit high levels of participation in this area?

e Seek out examples showing how your organiza-
tion questions its fundamental assumptions, be-
liefs, and projections about the competitive en-
vironment, core technologies, and the culture
itself. What norms and practices would be
needed to support more productive questioning
in these areas?

These actions can help executives begin to ex-
plore how their own cultures help or hinder the
integration of new knowledge into the firm. They
suggest areas that may need special attention
from senior management, as part of an overall
strategy to leverage knowledge more effectively.

Aligning Culture With Knowledge Management
Godals

Managers need frameworks to characterize the
links between culture and knowledge so they can
design the interventions needed to create behav-
iors that will support their knowledge manage-
ment objectives. A central purpose of this article
has been to demonstrate four ways in which orga-
nizational culture influences behaviors central to
knowledge creation, sharing, and use:

o Culture—and particularly subcultures—shape
our assumptions about what knowledge is, and,
hence, which knowledge is worth managing.

e Culture mediates relationships between indi-
vidual and organizational knowledge.
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o Culture creates the context for social interaction
that ultimately determines how effective an or-
ganization can be at creating, sharing, and ap-
plying knowledge.

o Culture shapes the processes by which new or-
ganizational knowledge—with its accompany-
ing uncertainties—is created, legitimated, and
distributed.

Each way of conceptualizing the relationship be-
tween culture and knowledge provides a different
lens for evaluating the fit between current behaviors
and the organization’s knowledge management ob-
jectives. And each of the four frameworks suggests
diagnostic action steps that can be taken to assess
different aspects of culture most likely to atfect crit-
ical knowledge-related behaviors. Once the diagno-
sis is complete, more informed decisions can be
made about how to accommodate or realign the
firm’s culture to effectively support management’s
goals for leveraging organizational knowledge.

Appendix

Research Approach

The analytic frameworks, associated diagnostics,
and prescriptions presented in this paper emanate
from a number of initiatives in the authors’ ongoing
research program. An initial study investigated how
24 companies initiate and manage knowledge-
related projects.4! A second research initiative in-
volved a thorough review of the literature on organi-
zational culture, as well as interviews with 12 chief
knowledge officers across a range of manufacturing
and service organizations. The interviews were in-
tended to explore, among other things, what specific
facets of organizational culture facilitated or im-
peded their etfforts to establish knowledge manage-
ment as an integral activity in their organizations.
Third, we conducted a systematic and detailed re-
view of the burgeoning knowledge management lit-
erature to identify a small number of case studies of
organizations identified as exemplars in the emerg-
ing practice of knowledge management. Fourth, we
are now involved in research on the impact of the
Internet on knowledge management practices. Fi-
nally, a less formal, but still significant source of
many anecdotes, vignettes, and insights into the re-
lationship between culture and knowledge has come
from the many executive education programs we
have led over the last five years, as well as from a
series of knowledge management corporate consor-
tium meetings, sponsored by Ernst & Young's Center
for Business Innovation.
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