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EXECUTIVE SUMMARY

Introduction

The European Commission approved worldwide acquisition of PwC Consulting by IBM
in 2002. IBM named the new unil Business Consulting Service (BCS), it comprises
former PwC Consulting employees and former 1BM Business Innovation Services
employees. The acquisiion was envisaged io creale an organisation with the full
compliment of consulting, Industry and lechnology capabiliies. The rational was that
business partners required a complete knowledge sel — a company which could ‘do if
all' — assist them “with conceiving innovative solutions to business problems, design,
implement and even operate the proposed solutions...and be accountable for the
results...an end-to end play thal | reler to as ‘idea of benefits™ (speech by G Rometty
(www.w3.ibm.com - intemet 1).

Despite the good intentions at the time of acquisition, IBM (BCS) Strategy and Change
solution area is losing competent prolessionals al an alarming rate. For example, figure
4.10 shows that over the months February, March and April 2003, BCS Strategy and
Change lost 56.9% of its consultants, To date, these skills have nol been replaced due
to a global moratorium on recruiting in BCS, yet resignations are continuing. i is
understandable that this problem is predominantly attributed 1o the acquisition process;
however, the inlention of this paper is nol 10 address the impact of the acquisition.

Accordingly, this paper focused on Stralegy & Change (S&C) business unil with IBM
(BCS). I invesligaled the relationship between aspecis ol labour lumover and labour
reduction as they impede effective knowledge management. The researcher derived
hypotheses from the problem statement and used a combination of theory and practical

experience 10 highlight cerain findings and validate the hypotheses.
Findings

A questionnaire, which incorporated both qualitative and quantitative data revealed the
following interesting findings.

Lawretis Theys Studeni Number: THESTI405 Page Tl 92
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= Respondents have a superior understanding of both knowledge management
and knowledge preservation. They also made a clear distinction between the
two concepls, with knowledge preservalion, being identified as the process ol
achieving effective knowledge management. It was clear from the responses
that all the consultanis view knowledge managemeni and knowledge
praservation as critical for company success.

% The majority of respondents believed that IBM (BCS) did not have a clearly
defined knowledge management strategy. They also agreed with the
statament that knowledge gaps exist within stralegy and change business.
These findings conflict with their strong views thal knowledge management
and knowledge preservation is critical for company success.

= The most significant findings from this study are the large knowledge gaps
which exist between core knowledge versus individual competencies. The
results reveal that all respondents rated lower than core for most categories,
This means that they do nol posses all the core knowledge tools required by
their sub-solution area. In stalistical terms, this difference Is displayed as the
‘P’ value. It quantifies the difference between individual knowledge and core
knowledge. It was interesting to observe that Corporate Strategy respondents,
ranked the lowest scoring 3.08 on average, although they are required to
have the mos! specialised competencies comparatively.

% All respondents strongly agreed with the statement that labour tumowver
impacts knowledge management. They listed compensation, training and
developmeant and motivation as principle contributing factors.

o All respondents strongly agreed with the statement thal labour reduction
impacts knowledge management. They listed downsizing and the skills
disparity as principle contributing factors.

Conclusion

Data analyzed and literature researched in this disseration provided strong evidence
that aspects of labour tumover and labour reduction negatively impacts knowledge
management.

Lawrerta Thevs Sudemi Sumbsr: FHFST A0S Page 8 af %2
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This paper presented 3 recommendations for management's consideration.

1. To consider a list of recommendations made by responderis. These
recommendations can be implemented in the shon to medium term and will
show immediate results. They include: developing a formal knowledge
management framework, appointing a dedicaled knowledge manager,
training and development initiatives, ensuning a culture of knowledge sharing
and communication.

2. To determine the root cause of the problem. This recommendation suggests
that management commence by addressing several issues mentioned in this
paper, these include: compensation, insufficient training and development
opportunities, downsizing and restructuring initiatives and the skills disparity
due to changing market needs.

3. To change the current operating model. This recommendation will address
the current misalignment of skill which is the rationale for consultants not
being wilized on projects. Ever-changing market demands are resulting in
specialized skills and competencies bacoming redundant.

Tha researcher is confident that all the objectives of the research were achieved. The
usa of a questionnaire allowed the reseaarchar to delve into the details of specific issuas
that would not have been obtained in an alternative data gathering technique had been
used. The hypotheses were accepled and verified by means of statistical analysis.

_— ——_—l— - ———
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Figure 4.10 BCS (S&C) Resignations

Figure 4.11 Labour Tumover Chart

Figure 4.12 Labour Reduction Char
GLOSSARY OF TERMS

IBM

Intemational Business Machines Corp.

BCS
Business Consulting Service, a business unit of IBM Global Services. IBM (BCS)
currently, comprises the following business units —
% Application Innovation;
Business Transformation Outsourcing (BTO);
Customer Relationship Management;
Financial Management;
Human Capital Management;
Strategy and Change; and
Supply Chain Managemeni

? @ @ 2 2@

PwC Consulting
PricewaterhouseCoopers (PwC) Consulting business unit, previously a business unit of
PricewaterhouseCoopers Audit firm.

Knowledge

Knowledge refers to the intellectual property in the business about customers, products,
processes, competitors etc., which can be locked away in the minds of people or stored
on paper or in electronic form. Hance in this disseriation, knowledge can be both tacit
and explicit knowledge. Tacit knowledge is in the minds of people and cannot be easily
codified. It is hard to formalize and therefore difficult to communicate to others. It
comprises mental models, beliefs, know-how and perspectives. (Nonaka 1991, p98).
Explicit knowledge has been codified and can be easily transfermred through knowledge

Lmurentn Thevs Smudent Numberz MI2521435 Pase 10 of ¥
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repositories, manuals etc. I can easily be communicated and shared. It includes
blueprints, documents, product specilications, formulae and compuler programmes
(Edvinsson and Sullivan, 1996)

Intellectual Capital

Intellectual capital refers to the “sum everything everybody in the company knows that
gives it a competitive edge” (Steward 1997 cover page). One can also refer to it as
collective brainpower and experience collected by the individuals in a company — it is an
assel which can be used to create wealth. Edvinsson and Sullivan (1996) define
intellectual capital as knowledge that can be converted into value. It basically comprises .
two segments being human capital and structural capital.

Knowledge Management/Knowledge Preservation

Knowledge Management is the management of knowledge-related policies, practices,
programmes and activiies through which personal knowledge is converted inlo
organisational knowledge then captured and preserved so0 that it is easily available at
the point of need, in order to be utilised to add value. According to Dulfy (1997), the
main activities ol knowledge management are:

% Identification. determining which knowledge assets are required by the
organisation to support the organisation's strategic direction,

% Acquisition acquiring that knowledge which has been identified as non-
existent with the confines of the organisation. Acquiring knowledge may be an
intermal process whereby new knowledge is created through education and
experience building, or an extemal process whereby new knowledge is
acquired through alliances and joint ventures, or by purchasing new skills and
knowledge from extemnal sources;

% Storage: codifying personal knowledge such that it can be stored in various
forms for future use by anyone in the organisation;

% Access. providing the necessary infrastructure and tools such thal stored
knowledge can be easily accessed at point-of-need;

% Applicatior: the application of knowledge to work processes in order to add
value to the organisation; and

| mwretism Tleeyvy Studdent Swmilser: TESI408 Page 12 nl 93
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v Destruchon. ensunng that unused or out-of-date knowledge is destroyed and
replaced with new and more relevant knowledge on a continual basis.

In this dissertation, the term knowledge preservation has been used by the researcher
o reler 1o the process of retaining knowledge within an organisation and protecting
organisational knowledge from use by competitors. Using this definition, knowledge
preservation forms part of knowledge management and includes activibes of storage,
access and distribution as discussed above.

Labour turnover
Van der Merwe and Miller (1976 p38) write that “labour turnover is movement into and

out ol an organisation...tumover is frequenlly proposed as a measure of job
satistaction”.

Management Consulting

The advising and assisting management in determining objectives and assisting
business in achieving them through improved planning, organisation, maotivation,
communication or utllisation of resources. A management consultant is the person who
provides these advisory services. (Institute of Management Consulting, 1998)

Downsizing

The planned removal of large numbers of personnel designed to improve organisational
eflectiveness.

Lawretva Thevs Somdewi Numbeer J02921408 Page 1) wl 92
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PREFACE

This dissertation is a partial fulfilment of the requirements for the degree of Master of
Business Administration from The University of Natal Graduate School of Business.

The subject ol the dissertation is: to determine the origin and exfent ol knowledge
gaps within IBM (BCS) Strategy and Change Business Solution Area. This paper will

also make recommendations ensuing from responses on how to retain IBM's knowledge.

The author of the dissertation is Lauretta Theys, B.A (Hons) using Dennis Laxton, MBA,
MBL, PhD as the research supervisor.

The audience for this dissenation are students and teachers, executives, management
and consultants from IBM (BCS), and others interested in the subject ol this dissertation

Lwicredia ¥arys Studewt Numiber: 202821408 Page 14 al #7
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CHAPTER ONE
INTRODUCTION

1.1 Background

Background to IBM

Thomas J Watson started his career selling cash registers in 1895 for National Cash
Registers (NCR). In 1812, his career at NCR came to a drastic halt when he and other
executives ol the firm where prosecuted and found guilty under the newly legislated
federal anti-trust laws. In 7974 Watson joined forces with Charles Ranlett Flint who
invited him to manage the Computer-Tabulating-Recording Company (CTR) based in
New York. The company’s products ranged from weighing machines and meal slicers,
1o factory clocks, lelephones and tabulating machines. The most promising of CTR's
products were the tabulating machines which had been invented lor the US Census
Bureau by an engineer, Harman Hollerith.

With Watson in charge, the Hollerith Tabulating machines grew in popularity. By the end
of World War 1, CTR had “installed more than 650 tabulating machines and it was
selling blank punch cards at a rate of more than BOmillion a month. Just as IBM would
later do - until pressed to change: (DeLamaner 1986, p14). The success of CTR's
tabulating machine locally gave the Watson sufficient ammunition to expand the
operation, he licensed the manufacturing rights and nd the business of its non-
labulating business then changed the name fo The Intemational Business Machines
Corporation (IBM) in February 1924,

“IBM offered three basic types ol accounting machines - card punches, soners and
labulators... All three machines evolved mechanically over the years, the most
signilicant change was their motorization. The accounting machine, or tabulator was the
most complex device and underwent the greatest improvement.. What had started out
in Hollerith's day as a manually driven machine, able merely to counl cards with
holes, . .had evolved into a sophisticated electromechanical calculator capable of
procassing dozens ol cards a minute and performing lairly complex arithmetic, As IBM

Lpmretta Thevs Stwbent Namber; JIA21405 Puge |5 afl 9
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and its cusiomer discovered the seemingly infinite variely of way that data could be
processed, IBM's product line expanded. Customers eagerly paid for each refinement”.
(DeLamarter1986, p17). Since all the machines were renled oul, cusiomers were
obliged to use only IBM machines and parts. This strategy ensured that the company
gained significant marke! share and made significant profits on the consumables
purchased by these companies. Thomas Watson and his son Waltson Junior who
became IBM's second CEO in 1956 believed in the power of a monopoly.

“The 1960's saw the very notion ol commercial data processing change radically with
the rise of interactive computing, which enabled users to communicale directly with the
compuiter through a terminal rather than indirectly through punch cards”™ (DelLamaner
1986, p123) This opened the door for competition. I1BM lost 3.6% market share in one
year (moving from B0.0% to 76.4% between 1964 and 1965. All the othar competitions
(Burrough, General Electric, and Honeywell) significantly increased markel share over
the same period. Throughout the 1960's droves of customers moved there accounts 1o
compelitors as the believed they were being charged exorbitant rates for IBM
consumable products. By 71979 IBM market share had fallen lo 69%.

During the early 71980's things were improving slightly, IBM's marke! share increased to
76.8%. But - by 1994 the company was almos! crippled, it had less than 20% of the
IBM-compatible market due 1o the successiul penetration of Microsoft products into the
market.

In July 2002 the European Commission approved the acquisition of PwC Consulting by
IBM. The acquisition only involved the consulting wing of PwC, not its accounting,
corporate finance or other activities. IBM bought the consulting arm for $3.5billion and
namad the new unit Business Consulting Service (BCS). The newly established unit
comprised former PwC Consulting employees and former IBM Business Innovation
Services employees. It forms a line business within IBM Global Services and is headed
by Doug Elix with Ginnl Romelty as General Manager.

P —————————
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As a result of the merger, IBM (BCS) becomes the world's largest consulting services
firm, with a stafl compliment ol over 180 000 professionals and offices in over 160
countries worldwide,

The acquisition was envisaged to create an organisation with the full complement of
consulting, industry and technology capabilities. Business partners required a complete
knowledge set, a company which could ‘do it all’ - that could assist “with concelving
innovative solutions 1o business problems, design, implement and even operate the
proposed solutions...and be accountable for the results ...an end-to end play that | refer
to as ‘idea of benefits™ (G Rometty www.w3.ibm.com - intemet 1).

For the South African practice, this move would benefit employees, clients and business
partners, Internally, it would merge PwC's network of competent professionals with
IBM's deep information technology competencies. Externally, the new business unit with
212 local consultants would be In a position to deliver end-to-end solutions based on
industry and business knowiedge.

The structure of the newly formed BCS would consist of the following solution areas or
business units:
@ Application Innovation;
Business Transtormation Outsourcing (BTQ);
Customer Relationship Management (CRM);
Financial Management,
Human Capital Managemenl,
Strategy and Change (S&C) ; and
Supply Chain Management.

? 2 2 @ 2 2

no longer land, machinery and physical labour, but rather the application of knowledge.
“Knowledge has become the mos! important factor in economic life. It is the chief

Laurettn Theys Sewdent Namber: 02521408 Pagge 17 of 92
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ingredient of what we buy and sell, the raw material with which we work. Intellectual
capital has become the one indispensable assat of corporations” (Steward, 1997, cover).
Steward (1997) also states that, the key compelitive advantage of an organisation loday
is not only having the best intellectual capital but also having the ability to leverage it
effectively.

Management consuiting firms evolved from accounting firms who identified spin-off
business opportunities during audits. Over lime, engineering and technology firms
diversified into the field of management consuiting. These companies have based their
business models on providing intellectual capital. They are a perfect example of
knowledge age organisations, there primary activity is that of knowledge management
and dissemination. The key resource is the intellectual capital within the organisation —
they trade this primary resource and are depended on effective knowledge preservation
in order 1o survive,

1.2 Problem Statement

2002 saw IBM transformed into a business consulting and information technology
organisation. According to Doug Elix, “PwC will add new and unmalched competitive
depth and leadership capabilities to IBM's services-led business... With this move we
are complementing and enhancing our own substantial knowledge base. Talent is a
finite commaodity, and IBM has just welcomed in a major lode” (www.w3.ibm.com/news -
internet 1),

Despite such focus on the significant knowledge base, IBM (BCS) Strategy and Change
is losing skilled professionals at an alarming rate. For example figure 4.10 (page 77),
lists the IBM (BCS) resignations over the months February, March and April 2003, The
highlighted areas clearly indicate the number of employees who resigned over that
penod - BCS Strategy and Change lost 56.9% of s consullants, To date, these skills
have not been replaced due to a global moratorium on recruiting in BCS. The
researcher is aware that the resignations could be attributed to other factors such as the
acquisition process. However, the intention of this paper is to address knowledge
management and nol necessarly the impact of the acquisition (this will be

Lauretts Theyy Stwilent Number: M02571435 Page IR ol 52
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recommended as and area for future research). This paper will show that there Is a
relationship between the high labour tumover figures and retaining knowledge
management within the business unit. Accordingly, the focus will be exciusively on the
knowledge management in the S&C business unit with IBM (BCS).

The function of the S&C business unit is 1o fuse business strategy with technology
insight to help organisations clarify and align their business vision across 3 stralegic
dimensions, referred 1o as sub-solution areas, these are: business stralegy, operating
strategy, organisation change strategy and technology stralegy. IBM (BCS) ‘markels’
the knowledge and skills of its consultants to clients. These cllents rely heavily on the
competencies of consultants. Knowledge management is IBM's key resource capable of
crealing sustainable competitive advantage therefore, it is important 10 examine how the
organisation manages ils knowledge base. According to Yeates (1991), the
consequences of ineffective knowledge management is costly 1o an organisation, often
leading to client dissatisfaction, lost business, missed opportunities and internal effects
such as surplus resources, de-moltivated staff and loss of key personnel.

The researcher is of the opinion that IBM's primary challenge currently, is to create and
transfer knowledge efficiently amongst consultants. Consequently, this study will assist
the researcher in answering the research question, which is: what Is the origin and
extent of knowledge gaps within IBM (BCS) Strategy and Change? The goal is 1o
determine i knowledge gaps are:

= As A result of loss of skilled consultants. Figure 4.10 (page 77) reflects the
number of consultants who have resigned over a 3 month period; or

@ An inability to resource the right skills. The answer will be interpreled by
studying the responses in the questionnaire; or

= As a result ol downsizing due 10 the moratorium on recruiting.

Figure 1.1 (page 23) presents the research process employed in this paper, It ilustrates
that once the research problem has been formulated, hypotheses should be constructed.

These hypothesis are developed by studying literature on aspects ol knowledge

Lauretta Vhess Student Number; 202521408 Page 19wl 92
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managemenl!, labour tumover and downsizing. The researcher has developed the
following hypotheses:

% Hypothesis 1 Core Strategy and Change skills are diminishing because of
inappropriate strategic consulting knowledge tools.

% Hypothesis 2 Core Stralegy and Change skills are diminishing because
consultants are not competent in strategic knowledge lools
required.

@ Hypothesis 3 Core Strategy and Change skills are diminishing because
consultants are leaving IBM (BCS).

%= Hypothesis 4 Core Strategy and Change skills are diminishing because
IBM (BCS) is downsizing by not filling vacant positions.

Figure 1.1 (page 24) also sugoests that the hypothesis should be tested by developing
and distributing questionnaires. The researcher developed a sel of three questionnaires
(Appendix 1), These guestionnaires were largeled al the three specialties within the
business unit — hence 3 different sets of questionnaires. The questionnaire was
developed 1o confirm the hypotheses and answer the research question.

1.3 Rational for Research

High stalt tumover and skills shortage have significantly impacted on the consulting
industry in South Africa. According to Kransdorff (1988), the average South African
employees swiltch employers at least seven limes in their working lifetime. In the
management consulling industry, the rate ol tenure is even less, with consullants
changing employers every 2 10 3 years in an attempt to grow individual knowledge and
expernise. This has a significant impact since management consulting organisations
invest substantially In training and development programmes. Although this is an
important business imperative, these organisations are finding thal as consultants gain
the necessary expertise required in the industry, they tend lo move out of the
organisation In search of better opportunities. This results in organisational structures
with inflated unskilled junior consultant base and narrow competent senior consultant

knowledge apex.
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Consequently, the rationale behind this paper is to document sufficient information
which will enlighten the executives at IBM (BCS) on the urgency of introducing and
implementing knowledge preservation mechanisms to counter the eflects of the ongoing
loss ol experienced consultants. The dissertation will test the relationship between 3
evidently unrelated elements — knowledge management/preservation, labour tumover
and labour reduction initiatives such as downsizing.

1.4 Objectives of Research

The merger of PwC and IBM created an innovative IT and business consulting model.
The rationale behind the model was thal all areas of specialisation should be grouped
under one business unil to ensure thal clients receive a ‘one-slop-shop’ ol service
offerings. For example an organisation requiring business process re-engineering
consulting would be offered other services such as customer relationship management,
stralegy and changes elc, o ensure the process is complete. The following business
unit operating model was introduced:

© Application Innovation;
% Business Transformation Outsourcing (BTO),

o Customer Relationship Management (CRM);
Financial Management,

Human Capital Management;
Strategy and Change (S&C); and

Supply Chain Management.

? @2 2 0

These business units operate under the broader umbrella body of IBM (BCS) and each
have a Pariner responsible. Consultants are recruited according to skills and expertise
per business unit. Therelore, one would seldom find CRM consultants involved in
Financial Management projects.

This dissenation primarily focuses on the S&C Solution Area only because the
researcher is most lamiliar with this unit and believes thal knowledge management can

e ————————
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best benefit this section since it requires the most specialised stralegic skills. The S&C
solution area within IBM (BCS) is further sub-divided inlo:

© Corporate and Operations Strategy which essentially involves developing
business models around strategic profit improvernent and determining where and
how to businesses should compete. It includes business stralegies such as
strategic mergers and acquisitions, asse! restructuring and developing channel
strategies,

@ Change and Program Strategy involves building the change architecture and
organizing people enablers 1o cope with technology integration and business
transformation outsourcing initiatives; and

% Technology Strategy and Managemen! involves using technology to set and
enable business goals, create the business case, prepare for execution and
manage it. This unit typically conducts IT capability assessments and IT
governance and performance improvement.

Three separate questionnaires were developed for each of the 3 areas listed above
because of the distinct nature of skill-set required per sub-division (Appendix 1). The
objective of this paper is to demonslrate that the current Strategy and Change resource
base do not posses the necessary core strategic skills required due to the impact of
labour reduction and downsizing.

1.5 Limitations of the Study
This paper will not focus on the lollowing:
% IBM prior to the PwC Consulting acquisition;
@ The impact of the acquisition on staff and knowledge management;
@ Understanding and commenting on any of the other 6 Solution Area within
IBM (BCS),
“ Presenting passible knowledge preservation programmes aimed at retaining
the knowledge of consultants within the organisation; and
% Factors other than those listed (labour turover and downsizing) which could
be attributed to knowledge gaps in the organisation.
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This paper will focus on the following:

o
b

Interpreting literature on elements of knowledge management.

Interpreting literature on specilic elements of labour tumover'. These are
listed in the questionnaire as motivation, ratention programmes, affirmative
action, training and developmen! and compensation,

Interpreting literature on specific elements of downsizing®. These are listed in
the questionnaire as downsizing, natural aftrition, intemal transfers,
outsourcing projects to extemnal parners and skills disparity due 1o changing
market needs;

ldentity knowledge management gaps through understanding current
competency levels of S&C consultants; and

Prasenting recommendations arising from literature and responses, for
consideration by executives at |IBM (BCS).

1.6 Overview of Research Methodology

Resecarch Question —— Formulate Hypothesis | ——p | Test Hypothesis

Figure 1.1 Summary of the Research Process

Figure 1.1 above demonstrates the research methodology employed. Firstly, a research
question that interested the researcher was formulated. To determine whether the
research question was leasible, the researcher inlerviewed senior executives and Sub
Solution Leaders in the business and studied related documenis 1o gain a conceplual
analysis and formulate the hypothesis. A matrix of key knowledge areas in S&C was
developed tha! assisted the researcher to test the hypothesis in a pilot study involving
senior execulives. The decision to carry on with the main questionnaire around the
research question was dependant upon a positive pliol study feedback. Finally, the
research questionnaire was designed around literature, feedback from the pilot study,

" Although these elements may not be theoretically linked, they have been identified by TBM (130 %) S&C Sempor
Partners amd consuliants as key elements uffectng labour tumover

" Although these elements may not be theoretically linkesd, they have been identified by IBM [0 S) S&U Senor
Partners and consullants g key elements used (0 restruciunng the business umil
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experience and guestions thal interested the researcher. Three separatle questionnaires
were distributed amongst the sub-divisions in the S&C Solution Area. The results from

the questionnaire will confirm the hypotheses.

1.7 Chapter Outline

Chapler One: Introduction

This chapter skeiches a brief introduction to what is expected to the rest of the
academic report. It outlines what the researcher intends o do in this dissertation. The
background, problem statement, purpose and scope of the dissertation are addressed.

ct Tiwo: L Revi
This chapter reviews the prevailing Merature relaled to knowledge management,
downsizing and varous aspects of l[abour turmnover in order to provide the framework for
the research,

This section sets out the research tools adopted in this dissertation. It discusses the
research methodology that was lollowed in undertaking the research. The reasons
behind using the interview-questionnaire approach and the sample selection, data
collection and data analysis processes are addressed.

Chapter Four; Results of Study
This chapter will cover the analysis of the data collected. It will present the results of the
research and sel out stalistical analysis of the responses to the questionnaire.

Chapter five will cover recommendalions msulinq from the interpretation of the
analyses performed in chapter four, It also concludes the report with an overview of the
findings.
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CHAPTER TWO
KNOWLEDGE MANAGEMENT LITERATURE REVIEW

2.1 Introduction

Knowledge management has a long and distinguished history. It was as long ago as the
1960s, when Peter Drucker first coined the term ‘“knowledge worker”
(www entovation.com/ftimeline - internet 2). Much literature is found on knowledge
managemeant. However, not much [terature s found connecting knowledge
management directly o labour tumover or labour reduction elements such as
downsizing.

However, since the objective of this dissertation is to prove a relationship between these
variables, meticulous investigation uncovered literature indirectly linking aspects of
knowledge management 1o labour turmover and labour reduction initiatives. A significant
portion of this literature is IBM specific and has been extracted from IBM's intranet.

2.2 Defining Knowledge Management

According to Nonaka (1991) and Steward (1997), knowledge has become the
fundamental source of wealth. Management consulting firms generally view knowledge
management as the art of creating value by leveraging intangible assets - people.
Prusak (1997) (hitp.//w3.knowledge.raleigh.ibm.com/archives/whatiskm.html - intemet 7)
says that knowledge management is an attempt to understand what is essentially a
human asset hidden in the minds of individuals and manipulate il into an organisational
asse! that can be retrieved and used by a larger grouping of individuals on whose
leadership the firm depends. A simpler understanding of knowledge management by
Davenport ef al. (1998) is that knowledge is the name given lo a sel ol systematic and
disciplined actions thal organisations can take 1o derive the greatest value.

IBM broadly defines knowledge management as the process of leveraging and utilising
the vast, untapped polential of both tacit and explicit knowledge to achieve optimal
performance. Knowledge management enables individual consultants, teams and
communities 1o exchange and optimise knowledge and project experences.
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Additionally, knowledge management can be a framework for identifying and re-using
deliverables. It involves sharing and re-using leaming's so that the organisation can
rapidly deploy this knowledge to other teams, Il includes commitied people; structured
processes and a value system that places a premium priority on re-use

(www. w3.lbm.com - internet 1).

2.3 Implementing Knowledge Management

Implementing an effective knowledge management framework requires structure and
consistency. Figure 2.1 below is an adaptation ol Prol Richler's (2001) model which
graphically outlines a step by step approach to a structured knowledge management
framework (www.agr.informatik unikl de - internet 3).

i. Train information agents who are pro-active and constantly available;

iil. Design knowledge databases and directories for the organisation;

iil. Design knowledge collection and acquisition manuals,

iv. Ensure documents and databases are easily accessible,

v. Implement infrastructure lo discover and disseminate information; and

vi. Implement policies and structures which encourage collaboration and sharing.

I Information Agents
- on demand
pro-active

il. Organisation
- databases
- directories

ili. Collection
- knowledge and acquisition
- call management
- documents

iv. Access
- retrieval
- process onented (policies
and procedures)

- email, chat, lorms, surveys
- data discovery

vi. Collaboration & Sharing
- intemet and intranet

groupware

Figure 2.1 Adapted from: Aspects of knowledge management, Richter 2001
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Once an effective framework has been identified and implemented, organisations have
o ensure sustainability of the process. The elements of suslainability involve
implementing the following sub-sets of knowledge management implementation:

2.3.1 Appreciating the Need for Knowledge Management

Knowledge management is the systemalic and explicit management of an environment
which optimizes knowledge It is the management ol knowledge-relaled policies,
practices, programmes and activities, through which personal knowledge Is converted
into organisational knowledge, caplured, preserved and re-used. Nasseri (1996)
(hitp://www.brint.com/km/papers/submit/nassen.him - intemet 6) writes thal knowledge
is the organisations most important strategic imperative and therefore its management
and preservation must appreciated. He further adds that, for effective knowledge
management to continue, the management of the organisation's knowledge should be
inegrated with overall business strategy. Organisations should develop a structured
approach that appreciates the need lo preserve knowledge - for example, they should
establish formal knowledge management procedures to enable management of
knowledge and acceptance ol knowledge managers. They should also design
processes for measuring the business value of intellectual capital and install systems to
lacilitate networking and information dissemination.

Appreciating the need for knowledge management is crucial in maintaining compelitive
advantage. This statement is supporied by the 2002 Giobal Most Admired Knowledge
Enterprises (MAKE) report (hitp./kmmag.com/images/attachments/ 2002_global _make.
pdi - internet 4), which identified aight (as identified in figure 2.2 below) ways in which
knowledge performance yielded competitive advantage, these include:

I. Create a corporale knowledge culture | Il. Maximize intellectual capital

ii. Develop knowledge leaders iv. Create a leaming organisation

v. Deliver knowledge-based products vi. Focus on customer knowledge

vil. Create an environment for collaborative | viil. Transform knowledge into shareholder
knowledge sharing value

"Figure 2.2 Ways fto achieve compelitive advantage through Implementing
knowledge performance
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The MAKE report (http//kmmag.com/images/attachments/2002_global_make.pdf -
intemet 4) findings listed above in Figure 2.2 (page 28) which outlines ways to achieve
competitive advantage through implementing knowledge performance, ties in perfectly
with the Richer's (2001) aspects of knowledge management model items listed in Figure
2.1 (page 26) that outlines the step by step approach to implementing knowledge
management initiatives. Both areas focus on the imponance of following a pragmatic

approach 1o achieve a solid knowledge management framework.

Furthermore, the 2002 Global MAKE (http://kmmag.com/images/attachments /2002 _
global_make.pdf - intemet 4) finalists and winners trading on the New York Stock
Exchange showed that organisations pursuing shareholder value through knowledge
management are out-performing the rest by more than three to one. The repon also
listed Intemational Data Corporation (IDC) who developed a metric by which to measure
what is referred to as “knowledge deficit” The process captures the costs and
inefficiencies that result from intellectual rework, substandard performance and inability
to find knowledgeable resources. According to this metric, the knowledge deficit among
Fortune 500 companies costs them $12 billion annuallyl This demonstrates that
effective knowledge management should not be underestimated Ineffective and
inefficient knowledge management affects the bottom line.

2.3.2 identitying Knowledge Assels

Once the need for having an effective knowledge management structure has been
determined, organisations have to elect relevant knowledge assets. Steward (1997, p70)
writes that “knowledge assels .. exist and are worth cultivating only in the context of a
strategy...intellectual capital doesn't exist withoul a purpose and a point of view",
Steward (1997) also states that one can define and preserve those knowledge assels
for which a distinct role and use has been (dentified, Organisation's should be cautious
aboul embarking on a process of identity a knowledge asse! preservation process
without a well thought through knowledge management framework which is integrated
with the overall business stralegy. They should determine the information and
knowledge assets critical for its long-term survival and prioritise identifying which
knowledge assets 10 preserve. Not all knowledge in an organisation is of equal value,

S —
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What is considered knowledge to one unit may nol be imporant 1o another Steward
(1997). Once knowledge assets have been identified, it is then possible to catogorize
intemal and extemal knowledge retention enablers. These retention enablers stem
directly Irom the knowledge assets idenltified by the business.

2.3.3 Knowledge Retention - internal and external
Knowledge retention efforts are lools and techniques used to preserve knowledge in the
organisation. They can be categorized under three themes (Wiig 1998, Davenport 1998).

% Cultural factors - these should be in place to support and promote knowledge
preservation. For example identification of knowledge champions, installing a
behaviour of knowledge transfer and knowledge sharing;

% Information technology infrastructure — for example, email, inler/intranet,
global knowledge sharing systems, corporate knowledge maps, knowledge
inventory systems; and

% Knowledge management related incentives — for example, promotion of team
work, rewarding and recognizing exceptional performance and training.,

Other theorists support knowledge retention by listing management consulting firm
McKinsey Consulting framework fo improve its ability to retain knowledge intemally -
Pascarella (1997, p 38). The company focused on:

= People enablers - ensure successful knowledge retention by providing
knowledge linked incentives in an effort to recognize and promote those
consultants who are knowledge builders;

% Process enablers — define opportunities for knowledge buliding through
scheduling internal conferences and informal gatherings,

% Organisational enablers - create synergies between organisational strategies
(expansion, reduction, intemal acquisition) and knowledge management
initiatives; and

% Information technofogy enablers - Iimplementing electronic libraries,
knowledge sites and knowledge networks.
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The knowledge retention enables presented by Wigg 1998 and Davenport 1898 (page
29) ties in perfectly with those presented by Pascarella 1997 (page 29). The central
theme outlined by the authors is that knowledge retention involves addressing aspects
ol people, technology, process and organisation holistically.

Knowledge retention is not a simplistic process. Davenport (1998, pd4) states that
“knowledge management requires a knowledge contract™ where the contractual rights to
knowledge assets are clearly outlined. The problem with this definition is that
organisations are not able to clearly distinguish who has contractual rights to
employee's knowledge or intellectual capital. In the management consulting
environment, this is especially tricky — who holds the right to consultants who are
exposed to various projects and various industries over a period of time? Is this
knowledge the property of the consultant, the consulting firm which provides
employment or the client for which work is being done? Previously employers regarded
this knowledge as belonging to them. However, over the years, several faclors have
resulted in a new approach. For example, amployers have adopted the approach of
entering into strategic alliances/joint ventures with contract consultants 10 substitute for
intemal knowledge gaps. This introduces difficulties when deciding the ownership of
intellectual material developed whilst in the alliance. Although no clear answer will be
presented at this siage, these are some of the dynamics that make this field of study so

complex.

2.3.4 Knowledge Protection

Once organisations have created an appreciation for knowledge management, identified
knowledge assets and implemented knowledge retention practices, they have to ensure
that it all remains within the business. Knowledge protection involves developing
policies and procedures 1o deal with issues ol knowledge ownership. Edvinsson and
Sullivan (1996) identify methods which can be used to deal with the issue of knowledge
ownership and reducing fraudulent use of knowledge assets. These have been
classified as follows:

e e eeeeeeeeeeeeeeee——————
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1. Human Capital Protection — involves implementing legal contracls regarding
the ownership and use of knowledge: and

2. Assel Capital Protection - entering into palent, copyrights and restraint of
trade agreements.

Davenport (1998, p4) adds that “if knowledge is really becoming a more valued
resource in organisations, we can expecl lo see more attention lo the legalities of
knowledge management. Perhaps the greatest problem with increased knowledge
management s the increased population of lawyers it will engender! Intellectual
properny law is already the fastest-growing field in the legal profession, and it will only
grow faster”.

2.3.5 Critical Success Factors for Knowledge Preservation

The four processes outlined above (appreciating the need for knowledge management,
identifying knowledge assets, knowledge retention and knowledge protection) are all
built on the foundation of a successful knowledge preservation programme. Steward
(1997) identifies factors for successful knowledge preservation, these are:

% Integrale Strategy and Policy — knowledge management strategy should be
tightly integrated with corporale strategy.

% Ensure Senfor Sponsorship — senior executives must walk the talk. “There is
no greater incentive than a boss who believes™ Steward (1997, p126),

u Implementing Technology and Processes — ensuring effective implementation
of the necessary technology 1o support the knowledge preservation process;

% Changing Behaviour — the organisational climate should be conducive and
reinforce positive behaviour,

& Removing Obstacles - removal of bamers lo knowledge sharng and
overcoming the ‘knowledge is power' syndrome; and

@ Appointing Knowledge Champions - a knowledge leader/champion is
someone who will actively drive the knowledge agenda forward and create
enthusiasm and comimitment.
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These, although not exhaustive, present some high level theoretical concepts which
should be understood when examining the topic of knowledge management. It is clear
that the emphasis on knowledge management will continue 1o be of key imponance for
organisations into the future. In the South Afncan management consulting industry,
organisations need 1o continuously adopt and formalize methods of preserving
knowledge if they wish lo succeed.

The next section delves deeper in addressing possible factors which have been
identified by IBM (BCS) leadership as influencing knowledge management and
escalating knowledge gaps.

2.4 IBM Specific Factors Impacting Knowledge Management

Aftracting, developing and retaining highly skilled professionals have become critical
issues form most organisation's around the world, regardiess of the type or size.
Organisation's employ leading edge Information technology practices; they perform
costly research and design studies, but tend nol 1o apply similar principles regarding
investment and retention of people who are a significant source of intellectual capital.
The World Competitive Report (1995) in which 48 countries were ranked according to
their relative ability to generaie wealth, ranks South Africa, in 42™ place. The repon
further reveals that in areas of finance and infrastructure it scored relatively well (20"
and 19" respectively). However, South Africa came last (48™) in the field of human
resource development” (Thomas 1996, p1). It is against this backdrop that the locus of
this dissertation is o address the issue of knowledge management of human resources.
This section of the dissertation will identily two broad themes presented by IBM (BCS)
executives as being responsible for knowledge gaps within IBM (BCS) S&C, these are
labour turnover and labour reduction initiatives, specifically downsizing.

2.4.1 Labour Turnover

Labour turnover refers to employees moving in and out ol a business. “Tumover of
highly skilled professionals carries an enommous price tag. It s estimated thal
replacement cost of employees can be as much as 150% of the departing employees’
salary”. (Branch 1998, p101). The loss of clients, new ideas and expernence is not laken
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into account in this figure! Labour turnover is costly, lowers morale and productivity and
tends to get worse it not dealt with. The following should be considered when studying
actual labour tlumover, according to Van der Merwe and Miller (1976)

% The economic conditions of a country and the financial position of a company.
Tumover generally tends to be higher when the economy is healthier and
when companies are experiencing an increase in eamings and possibly
recruiting more;

@ The impaclt of mergers or acquisitions which is expected to contribute 1o
higher tumover, due to the instability crealed by the process: and

% The nature of work performed by the company. Management consulting firms
are notorious for having higher tumover rates compared to other industries.

Labour tumover is generally classified according to avoidable and unavoidable causes.
Unavoidable labour tumover refers to occurrences of ill-health, death, pregnancies,
relirements or retrenchments. Avoidable tumover relers to voluntary terminations and
dismissals. For the purposes of this dissedation, only avoidable tumover will be
discussed. This paper will explore themes which were identified (by IBM executives) as
impacting labour turnover, these are:

2.4.1.1 Motivation Strategies

The MBA's dictionary defines motivation as “an emotional stimulus that causes a person
o act...Work motivation Is an amalgam of factors In the working environment that foster
(positively or negatively) productive efforts” (Oran and Shafritz 1983 p270). Motivation
theorists attribute job dissatisfaction and labour turnover 1o low lavels of motivation.
Organisations have people as their primary assel - where the attraction, development
and retention of highly skilled protessional should be a priority. Once an employee is
recruited, motivation plays a key role in development and retention.

Motivation theorists present these compelling arguments. Classical or scientific theories
depicted employees as rational beings driven by the desire to earn more money for
services rendered. Consequently, managers locused on implementing output-based
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financial incentive schemes, Over time, adjustments were made to this theory, In 1920's,
Elton Mayo suggested that interrelated vanables such as lighting, temperature,
frequency ol breaks, elc. affected conduct at work. His theories were referred 1o as the
Hawthome Effect. These preliminary studies revolutionised motivation theories by
emphasizing the importance of the individual at work. This theory paved the way for
others and inspired a focus on fhe individual, as an effective management style for
motivating employees. Other theorist such as Maslow (1954) presented the “needs
hierarchy" which ranks human beings needs from most 1o least important. Hertzberg
(1959) supplemented Maslow's theories by proposing that specific “hygiene factors”
were central 1o satisfying the needs of employees. McGregor (1960) then introduced
Theory Y which emphasized the need for individual job achievement and satisfaction.
McClelland (1967), draw attention to achievement, power and affiliation as primary
motivation factors.

The following case study corroborates statements made by motivation theorists above.
SAS Institute in the USA is a private software company highly skilled computer
technicians. The company only experiences 4% annual labour tumover in an industry
where the norm is 20%. The rational behind low tumover rates are because the
company is serious about implementing certain aspects ol motivational theory to retain
lalented individuals. James Goodnight (CEO) states that the individual's happiness is
paramount. The company provides a free clinic, huge recreational facilifies and coffee
break rooms with free drinks, fruit and candy. They also offer subsidized lunch with a
pianist playing dally. Additionally, SAS also offer private school and housing subsidies
lo its employees. "SAS is not the highest paying employer in the industry, but instead
offers a patemalistic orientation, whose value is not lost on its employees. . .| could make
more money somewhere else, and aboul twice a month headhunters call, but money
Isn't everything, You're treated as family here” (Noe 2000 p 353). This case study
clearly highlights the importance of individual job satislaction and its correlation to
molivation and labour turnover.
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24.1.2 Affirmative Action Initiatives

Oran and Shafritz (1983 p17) write that advancement “is the requirement that an
organization take specific steps to remedy the presemt effects of past discrimination in
hinng and promotion.. Alfimative action groups are segmenits of the population that
have been identified by legisiation fo be specifically protected from employment
discrimination”. Retention is critical from various aspects, authors such as de Geus
(1991) Moolman (1990) and the researchers’ personal observation, identify the following
elements which support the importance of black staft retention:

% The server shortage of black managers in South Africa coupled with the small
ratio ol managers to subordinates will become critical for participating in a
global economy;

% The low levels of productivity; and

= Escalating pressure from government on organisations to reflect a more
realistic ratio of black managers in their managemen! teams. Organisations
are facing a stark reality check it it wants to survive politically and
economically.

The way to real rapid economic growth is to address Issues of affirnative action. For
example, in 1998, Emst & Young created the ‘Office Of Retention Program’ which had
its own separate budgel and was charged with identifying a subset of people at all
levels of the organisation that were central to Emst & Young's future and doing what
was necessary to keep them happy” (Noe 2000, p362). This 10-point plan was identified
for successful implementation of affirmative action programmes:

Ensure commitment from senior executives;

Ensure line management accountability;

Assess the current ulilisation pattem;

Forecast how these pattemns will change in the foreseeable future;
Develop strategic processes for changes which will be implemented;
Implement formal training programmes;

Sel implementation goals and timetables;

N s
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8. Set clear affirmative action largets;
9. Ensure continuous lwo-way communication; and
10. Evaluate end resull to those set out at the beginning of the process.

In summary, organisations mus! take the lead lo implement effective strategic
programmes 10 accelerate black development. These are necessary to counter the
eflects ol escalating labour mobility of skilled resources and long-lerm knowledge
preservation.

2413 Training and Development Programmes

Traditionally training “focused on helping employee's performance in their current jobs.
Development focused on job experlences and abilities which assisted employees
prepare for the fufure. Development helps prepare them for other paositions in the
company and increase their ability to move into jobs" (Noe et al 2000 p318).

Waterman (1994) writes that to create a win-win situation for employer and employee, it
should be “the employee's responsibility to manger his or her own career. It is the
company’'s responsibility to provide the tools, the open envionmenl and the
opportunities for assessing and developing the employee's skills.. Employees will
benchmark and updale their skills constantly to maintain and enhance their
employability in and outside the company. This in tum will ensure the competitiveness
ol the organisation by keeping close to the customer, staying on top of technology and
marke! trends and striving for flexibility” (Waterman 1994, p88).

The researcher is of the opinion that retention of key employees Is possible through
aflective training and development policies. Kruger (2000)
(httpe/fwww. newsview @ php.co.za - intemet 5) writes that in the new economy the most
important resource that employers need is knowledge. Employees need 10 be equipped
with the lales! up-lo-date knowledge of the trends facing the industry, its competitors
and new business opportunities. “Training and development play an important role in
ensuring continuity of employment and is one of the ways to minimizing job mobility
among existing employees” (Thomas 1999, p91). According to Thomas, the rationale for
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the lack of retention among professionals in South Alrica is ineffective training and
development. Managers should focus on implementing training and development
programmes with specific emphasis on job performance mentorship and career
advancement (Thomas 1999). Organisations should take an active interes! in the
careers and development of highly skilled professionals 1o ensure retention ol lop-

performing employees.

2414 Compensation/Remuneration Practices

“From an employer's point of view, pay is a powerful tool for furthering the organisations
strategic goals. Firsl, pay has a major impact on employee’s attitudes and behaviour. It
influences the kind ol employees who are altracled to (and remain with) the
organisation (Noe 2000, p388). “Perceptions of inequity may cause employees 10 take
actions to restore equity. Some of these actions such as quitting or lack of co-operation,
may unfortunately not be helpful to the organisation in the long term” (Noe 2000 p422).

Literature studied on this subject presents several argumenis for and against
remuneralion and benefils as a primary lactor influencing highly skilled professions to
remain with the organisation, Arguments in favour presented by Willams and
Sunderand (1999) who argue that salary and benefits are two of the most imponant
factors allecting employment decisions. To prevent highly skilled professionals from
leaving the organisation, compensation systems must be designed 10 support the
mission and culture of the organisation. Compensations systems must communicate to
everyone whalt is imponant and what their role in ensuring sustained success across the
organisation, Arguments agains! presented by Herzberg (1959) propose that certain
‘nyglena’ factors are required to prevenlt employees becoming dissatisfied. These
factors are; achievemenl, recognition, work itsell, responsibility and advancement.
These factors are principle and supercede factors such as compensation. Hertzberg
(1959) proposes thal extrinsic rewards such as salary and financial rewards should be a
subset of the primary hygiene factors.

Although the theories presented above, differ slightly focus, they bath highlight the fact
that compensation policies impact labour tumover since prolessional stall ascribe a
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significant degree of importance to this vanable as it relates to their decision 1o
terminate employment.

2415 Variables which will be excluded from this study

Length of service

Although this varable is important as a cause of labour tumover, it will not be
considered in this study because it was not identified as crucial by IBM executives.

Age

Studies by van der Merwe and Miller (1978) reveal that there is a relationship between
age and turnover. Tumover Is primarily a short service problem and age is closely
related. New employees are the highest tumover risk because they do not stay long
enough to become integrated into the organisation. Since this paper focused only on
IBM (BCS) slaff between levels 7 and 10, the age theory may not be relevant since BCS
does not employ consultants directly from universily - experience is pre-requisite.

Other variables

Personal factors such as marital status, sex, socio-economic background, educational
level, tamily size, will not be taken into account because “research done al the
University of Port Elizabeth revealed very little evidence thal personal circumstances
are a major factor in stability” (van der Merwe and Miller, 1976 p 75). Organisational
factors (i.e, size of work group, supervision, and company climate) and environmental
dimensions (i.e. location, state of the economy) are also excluded from this study as
these were not identified by IBM executives.

2.4.2 Labour Reduction

The terminology ‘labour reduction’ was decided upon by IBM execulives and
consullants during the pilol study as a sub-category of factors impacting knowledge
management. Loosely defined, it refers to IBM specific initiatives which have resulted in
a scaled down BCS business unil. This paper will explore themes which were identified
(by IBM executives) as impacting labour reduction, these are:

T —
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24.21 Downsizing

This researcher will use the term ‘downsizing' purely in a business sense - that is, to
restructure and shrink the organisation by stripping away layers of organisational levels.
Noe (2000, p150), defines downsizing as “the planned elimination of large numbers of
personnél designed to enhance organisational competitiveness”. Literalure presented
by Harrington (1995, p407) emphasizes several issues 10 consider:

% Firstly, downsizing should be combined with a complele process redesign
and operational re-engineering. Removing people from the organisational
structure is not enough; the underlying processes should also be restructured,

% Secondly, downsizing negatively impacis corporate cullure and hence
impacts employee morale; and

%@ Finally, downsizing “continues to be an instinctive response 1o lost or
threatened market share, but many organisations are beginning 1o realize
that it an inadequate response to their changing environment”.

2422 Natural attrition

Natural altrition occurs where organisations intentionally reduce staft by not recruiting or
replacing lost staft. According to Beer & Spector (1985) natural attrition, coupled with no
new hires usually has the highest impact when downsizing an organisation.

2423 Internal Transfers

Generally, internal translers are used by IBM to achieve two objectives, firstly to keep
the knowledge and expertise inside the organisation and secondly to capitalize on the
investment it has made In recruiting, training and developing current employees. Due 10
changing markel needs, IBM (BCS) has had to restructure it oparating model. The new
model resulted in surplus skills which were nol appropriately aligned with the new
business model. Since IBM executives appreciated the skills and expertise of these
consullants, a conscious effort of internal transters is encouraged.

An internal transfer is “placement of an employee in another job for which the duties,
responsibiliies, stalus and remuneralion are approximately equal to those of the
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previous job. A transfer may require the employee 1o change works group...or
organisational units.. Transfers make it possible for an organisation fo place is
employees in jobs where there is a greater need for their services and where they can
acquire new knowledge and skills” (Sherman & Bohlander 1992, p241). Furthermore,
these authors also stale thal internal transfers should be coupled with promotion.
“Promotion serves to reward employees for past performance. it also gives employees
reason to anticipate that similar efforts by them will lead to promotion, thus improving
moral” (Sherman & Bohlander 1992, p148). Translers are somelimes mel with
apprehansion hence many organisations have difficulty getting employees 1o buy-into
them. Research has “identified the employee characteristics assoclaled with a
willingness to accept transfers; high career ambitions, a belief that one’s future with the

company Is promising and a belief that accepting a transfer is necessary lor success in
the company” (Noe 2000, p 333).

2424 Outsourcing projects to external partners

Outsourcing refers 10 “the practice of having another company (known as a vendor,
third-party provider or consultant) provide services® (Noe 2000, p6). Oulsource
companies generally provide a broader set of predefined services whean the principal
company is nol willing or able to invest the time, effort or finances to develop those skills
intemally. IBM (BCS) outsources selected consulting functions to third-party providers
for the lollowing reasons:

» Govemment contracts require significant black representation in executive
management positions, Current employment equity figures within the
consulting division are very low, hence, the organisation is Yorced' 10 form
joint venture parnerships with black owned consulting companies in order 1o
participate in the public sector projects;

% The revised operational model has not been approved, therefore BCS is not
able 1o recruit. If cenain skills are not available internally, they are outsourced
from third-party vendors; and

% The nature of business consulting is that all assignments are managed as
projects with a delined start and end date. These projects may require costly,

—————————————————— e e————
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specialist skills for a brief period. IBM (BCS) would then contract the services
of a specialists outsource partner for this period.

Noe (2000) writes that if outsourcing is not properly implemented, it could create a
downward plunge that entraps the organisation in a viclous cycle where the principal
company itsell is stnpped of its knowledge base and produces nothing of value,
Bluestein & Hill (1992) conducted a study which found that the disadvantages of
outsourcing can include high cost and the outsource pariner ignorance of client's
business needs — which could negatively impact the corporate image of the principal
company,

2425 Operational restructuring due to changing market needs

The ever-changing complex South African business and socio-political environment
have contributed 1o the growth ol the management consulting industry, Clients require
consultants who have deep industry skills. They require consultants who can manage
their business problems by reducing uncertainty. The primary function of a management
consultant is to provide “a professional service that helps managers analyze and solve
practical problems and transfer successful management practices from one enlerprise
to another...it is a service provided by an independent and gualified person identitying
and investigating problems concemed with policy, organisation, procedures and
methods, recommending appropnateé action and helping fo implement these
recommendations” (Greiner & Metzger 1983, p5). Ever-changing market demands call
for management consulting companies who can keep pace and deliver ever-changing
services and products. IBM (BCS) has experienced these markel pressures and
responded by proposing a restructured operating model. Two years ago, the BCS
operating model showed several categories:

% Information Technology Solutions;

% SAP Consulting;

= Procurement,

% Customer Relationship Management;
% Financial Management,

Lanretta Theys Stwdent Number: IN2521435 Page 41 uf 77



U miversits of Matal - Cornduare Schosl of Bussaes Brsearch Deseriathon - Mg

Financial Transformation

Human Capital Solutions;
Strategic Management;

Shared Services:

Change and Communications, and
Supply Chain Managemenl.

P @ 2 @ 2 2

Al the beginning of 2004, this model was redefined and read as follows:
% Application Innovation;

Business Transformation Outsourcing (BTO);

Customer Relationship Management;

Financial Management;

Human Capital Management;

Strategy and Change; and

Supply Chain Management

2 2 @ 2 & &

From 1* August 2004, this model will once again change to read as follows:
% On-Demand Application & Transformation;
% On-Demand Solutions; and
% Technical Applications (SAP and Websphere).

This new operating model is in response lo the ever-changing markel demands. It
focuses on providing ‘On-Demand Consulting’ — which is the current catchphrase.

2.5 Conclusion

This chapler provided an inlensive study of literalure on knowledge management,
labour turmover and labour reduction elements. It was used for bullding a foundation
lowards establishing a solid understanding of the problem statement and hypotheses.
This information will be consolidated with results from the questionnaire and used as
input to averall recommendations.

e e
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

The objective of this section is o introduce the research design technigues employed in
this study and to present the hypothesis which will be answered through analysis of the
data from guestionnaires collected. The research methodology takes the takes the
reader through the logic used when conducting the actual research. Figure 1.1 below
demonstrates the research methodology employed. Firstly, a research guestion that
interested the researcher was formulated. Then a research queslionnaire was designed
around literature, feadback from the pilol study, experience and questions that
interested the researcher. Three separate gquestionnaires were distributed amongst the
sub-divisions in the S&C Solution Area to test the hypothesis, The results from the
questionnaire will confirm the hypotheses,

Research Question I Formulate Hypothesis | — | Test Hypothesis

Figure 1.1 Summary of the Research Process

3.2 Research Design

Leedy (1997) writes that the nature of data will determine the methodology to use when
undertaking research. A gualitative approach o research is best when the purpose of
the research s to discover, develop or enhance theory, for example, when the research
is exploratory in nature. A quantitative approach is best when one wishes 1o test theory
and where the researcher "seeks explanations and predictions that can be generalised
to other persons and places" Leedy (1997, p106). Groenewald (1986) identified 5
research designs. These can be summarised as:

w Case studies — they comprises the study of a single unit;

% Historical studies — associated with the study of existing documents;
% Typological studies — establishing models for comparing empirical cases;
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% Experiments — they “attempt to prove the existence of a relationship between
factors by means of the comparison of iwo sets of circumstances which agree
in all respects expect one” Groenewald (1986, pS1); and

% Surveys - "have become synonymous with the use of indirect observation, viz.
interviews and questionnaires” Groenewald (1986, p55). They can be used as
a research design for both qualitative and quantitative research.

The research methodology adopted in this dissertation was a questionnaire requiring a
combination of quantitative and qualitative data. Figure 3.1 below graphically illustrates
the process followed in this paper. The next section will unpack the areas highlighted on
this diagram. The primary focus areas have been numbered accordingly.

M4
Daia Collection
Plows and
Procedures

Figure 3.1 Research Process, adapted from Cooper& Schindler (1998)
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3.2.1 Pilot Testing

According o Cooper & Schindler (2003, p86), "a pilol tesl is conducted lo detect
weaknesses in design and instrumentation and to provide proxy data for selection of a
probability sample. It should, therefore draw subjects from the target population and
simulate the procedures and protocols that have been designated for data collection”
The type of pilot testing used in this report is pre-testing. This is when “actual
respondents are used to refine the measuring instrument™ {Cooper & Schindler 2003,
pBE). An initial pilot study was conducted to with 2 senior Pariners to obtain approval for
the study and fo investigate whether the hypothesis and related questionnaire were well
structured.

Thereafter, another pilot study was conducted with a larger, representative group of
execulives and consultants, on the main gquestionnaire. The draft questionnaire was
piloted using a focus group of 5 colleagues and 1 senior Partner. The participants were
iold that it was a pilol study and asked to deliver constructive commenis on the
guastionnaire. They were specifically asked 1o evaluate the labour reduction and labour
turnover variables listed, as they relate to knowledge management. Respondents
suggested that the terminology used be IBM (BCS) specific, for example, labour
reduction. They also commented on the variables presented under the headings labour
tumover and labour reduction. An important aspect of the pilot study was also to
determine the estimated time taken to complete the gquestionnaire. The participants had
little trouble with most of the statements in the questionnaire. However some
clarifications ware required for BCS core knowledge tools. Conseguently, when the final
questionnaires ware distributed, the researcher directed all respondents to the intranat
site where detailed definitions are provided. The guestionnaire was made as user
friendly as possible to avoid confusion and discrepancies. Overall, the intention of the
pilot study was to assess whether aspects of labour fumover and labour reduction,
could intensify knowledge gaps. In addition, as part of the pilot study, participants listed
additional variables they believed to be associated with knowledge gaps in strategy and
change. Following the pilot study, the main questionnaire was revised before distribution
to the entire IBM (BCS) S&C staff.
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3.2.2 The Questionnaire

The data for this research was collected through a questionnaire. Leedy (1997, p191)
defines a questionnaire as “a data gathering lechnique which is particularly suitable
when the data needs to be obtained from geographically dispersed people”. The
questionnaire designed in this dissertation contained three types of measuring
instruments as displayed in Figure 3.2 below.

Example from Questionnaire

. How long have you been employed by the IBM
(BCS) S&C?

« What sub-solution area are you in?
» What band are you currently?

» | am aware that knowledge gaps exist in the S&C

Comprise structured/closed business unit (Strongly agree, Disagree, Neither

questions. They provide a agree nor disagree, Agree, Strongly agree).

checklist of questions to » Labour turnover impacts knowledge management

choose from. (Strongly agree, Disagree, Neither agree nor
disagree, Agree, Strongly agree).

Targel instruments « What do you understand by the term knowledge

Comprise unstructured/ open- management gaps?

ended questions. They do not | + Do you believe Does IBM (BCS) has a strategy lor

limit the responses, knowledge management?

« What changes, i any, should IBM (BCS) consider
in terms of knowledge management/preservation,
in order to survive in the long term?

Figure 3.2 Measuring Instruments

A total of 30 questionnaires were distributed, however, not all 30 questionnaires were
completed due 1o the number ol consultants who resigned over that pariod,
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3.2.3 Drawing a Sample

Wegner (1993, p 170) defines sampling as “the process ol selecting a representative
subsel of observations from a population 10 determine the characteristics (i.e. the
population parameters) of a random vanable under study”.

The researcher used a form of probability sampling referred to as proportionate
stratified sampling. This means that the population selected for this study was drawn
from a subpopulation of the broader business consulting group. The business consulting
group comprises 7 clearly distinguishable subgroups, (Application Innovation, Business
Transformation Outsourcing (BTO); Customer Relationship Management (CRM);
Financial Management, Human Capital Management; Stralegy and Change; and Supply
Chain Management). The researcher selected the entire population from the Strategy
and Change as a targe! population for this study. “In proportionale stratified sampling
each stratum is properly represented so that the sample drawn from it is proportionate
lo the stratum's share of the tolal population™ (Cooper & Schindler 2003, p195).

The banefit of probability sampling is more reliability and it creates a sense of comfort
that the sample selected is representative of thal population. The limitation with
selecting stratified sampling (s that resulls cannol be applied 1o any of the other solution
areas or the broader 1BM population.

3.3 |dentitying Data Requirements

According to Cooper & Schindler (2003), data identification is genarally categorized into
three categories, primary, secondary and tertiary dala sources. The researcher
identified the following data requirements:

3.3.1 Primary Data Sources

Primary data was collected from the IBM intranet and human resources statistical
records reflecling number of resignations over the period. This dala source was used
during the exploratory phase of the research to develop the research problem and

subsequent hypotheses,
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3.3.2 Secondary Data Sources
Secondary data was used for the bulk of the research. Examples include: texibooks,
articles, business journals, newspapers and case studies.

3.3.3 Tertiary Dala Sources
Tertiary data was collected from various internet sites.

In summary, it is important to remember that “all information is not of equal value. As
the source levels indicate, primary sources have more value than secondary sources
and secondary sources have more value than tertiary sources” (Cooper & Schindler
2003, p282)

3.4 Data Collection Plans and Procedures
According to Cooper & Schindier (2003), the intention of the data collection plan is to
outline four important questions - who, what, when and how:

3.41 Who
This main questionnaire (Appendix 1) was distributed to ALL consultants employed in
the S&C Solution Area as at June 2004. The gquestionnaire was either e-mailed or
copied and handed to respondents. The ornginal number distributed was 30 but only 23
questionnaires were completed, due to the number of consultants who resigned over
that period.

3.4.2 What

The researcher attempted to confirm il labour tumover and labour reduction efforts,

negatively impact knowledge managemen!, hence the following hypotheses were

derived:

% Hypothesis 1 Core Strategy and Change skills are diminishing because of
inappropriate strategic consulting knowledge tools,

% Hypothesis 2 Core Strategy and Change skills are diminishing because
consultants are not competent in strategic knowledge tools
required.
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% Hypothesis 3 Core Strategy and Change skills are diminishing because
consultants are leaving IBM (BCS).
= Hypothesis 4 Core Strategy and Change skills are diminishing because
IBM (BCS) is downsizing by not filling vacant positions.
3.4.3 When
The timing of this particular study is extremely important, It was conducted almost 2
years after IBM acquired PwC Consulting. The researcher is aware that certain negative
responses in the guestionnaire could be due to poor change management during the
acquisition process. Another factor is that 1IBM (BCS) is experiencing significant labour
tumaver which may also influence the findings.

3.44 How

The guestionnaire, (Appendix 1), was used 1o obtain both qualitative and quantitative
data. Completed guestionnaires wera collected 9 business days after being distributed.
The approach to each section in the questionnaire was fo measure responses through
either qualitative or quantitative technigues. The questionnaire was designed as follows:

Section A uses gualitative measures to determine whether respondents are familiar with
concepts of knowledge management and knowledge preservation. Saction B (first part)
also uses gualitative technigues to list general information per respondent. The second
par of Section B uses quantitative techniques as a basis for understanding knowledge
gaps amongst individual consultants, Section C uses a quantitative approach 1o
understanding individual perceptions around the elements of labour tumover and
downsizing and there influence on axisting knowledge gaps within IBM (BCS).

3.5 Operational Definitions of all Variables

“Confusion about meaning of concepts can destroy a research study's value without the
researcher even knowing it. If words have different meanings o the paries involved,
then they are not communicating on the same wavelength, Definitions are one way to
reduce this danger” (Cooper & Schindler 2003, p45).

e ——'
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3.5.1 Operational Definitions

An operational definition is the ability o define the measurement factor used. Since this
dissertation is primarily focused on measuring abstract concepts such as knowledge,
commitment, motivation etc - literature presented by Cooper & Schindler (2003), states
that defining operational definitions becomes even more critical.

This dissertation used the following operational definitions
% Sub solution areas or Business Units
o Information Technology:
o Change and Corporate Strategy; and
o Corporate and Operalions Strategy.
@« Band
o Band levels 7 to 10.

3.5.2 Variables

A variable refers to the phenomenon being researched. The following are examples of
variables identilied. Labour tumover (independent varlable) impact knowledge
management (dependent variable). Labour reduction (independent variable) impact
knowledge management (dependant variable),

3.6 Reliabllity and Validity of Instruments

Leedy (1897) highlights the imporance of testing the validity (accuracy) and reliability
(consistency) ol the measuring Instrument. Generally, lests should measure exactly
what the research requires as accurately and efficiently as possible.

3.6.1 Reliability and Validity of pilot studies

The researcher decided to use phased pllot studies as a means 1o test both the validity
and reliability of the measuring instruments. The first phase of the pilot study locused on
lesting the validity of the measuring instruments by interviewing 2 senior IBM partners to
determine whether:

% The research topic would be beneficial io the organisation;

Lawretia Thevs Souddent Number: 202511418 Page 50 ol 92




1 niversets ol “aisl - Cerdlsisle Schiool ol Baisdiecss Beseai ol [Hsserialish - 2iH4

% The interview queshons were clear and understandable; and
% The responses were relevanl.

The second phase of the pilol study involved a larger more represenialive group of
employees who were asked to comment on the structure, content and time o complete
the questionnaire. This step focused on the reliability of the measuring instrument since
the researcher involved one of the orginal pilol study panicipants in answenng the
modified questionnaire. The focus on re-testing was to compare the responsas given in
both sets of questionnaires and to determine if there were any fundamental changes fo
the responses obtained,

3.6.2 Reliability and Validity of Questionnaire

The guestionnaire was structured as lollows - Sechion A Introduces the respondents fo
concepts of knowledge management and knowledge preservation to ensure
consistency and understanding. Section B comprises three sub-sections: firstly, to
identify respondents within the 3 Sub-Solution Areas within IBM (BCS) S&C. Secondly,
to rank the 20 essential knowledge lools. Finally, it required an evaluation ol individual
competencies across 20 primary knowledge tools. Section C attempls o understand the
origins of knowledge gaps and invites the respondents to evaluate the role of labour
tumover and labour reduction on knowledge gaps within IBM (BCS).

Reliability and validity was achieved in the design of the questionnaire, through:
% Construct validity - using a five-point Likert scale ranging from strongly
disagree 1o strong agree;
% The questionnaire was approved by Dr D Laxton, University of Nalal Business
Schoal, in order to achieve high lace validity,
= Reliabllity was considered as questions have been asked in a similar way
across all three sub-solution areas.

Apan from expected phrasing differences, the leedback on the questionnaire design
was the same; therefore the degree of reliability and validity of the measuring
instrumen! was considered 1o be adequale.

—_——— e e ———— - — -
Laurettn Theys Studenl Nambar: 202511425 Poge 81 0f 9}

196059



Dmeverssrs of Sapsl — Cooabuste School ol usinews Reseaavh [Hasertaisen - Hiod

3.7 Conclusion

The objective ol this section was lo present the theory behind research design
lechniques employed in this study. This chapter also discussed the reasons behind
using the nlerview-questionnaire approach. N discussed the structure of the
questionnaire and presented arguments in favour of the validity and reliability of the
questionnaire.
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CHAPTER FOUR
RESULTS OF STUDY
4.1 Introduction
Cooper & Schindler (2003), wrile that dala analysis is a process ol consolidating and
presenting data in a summarized formal. This chapler covers the analysis of the dala
collected from the questionnaires. It also interprets statistics in support of the
hypotheses. All statistics were analyzed using Excel and PHstatl (Appendix 2).

4.2 Data Analysis and Interpretation

This section presents an analysis and interpretation of both qualitative and quantitative
data used. The first section provides an analysis and interpretation of qualitative data.
The second section discusses quantitative data.

4.2.1 Analysis and Interpretation of Qualitative Data
This section of the paper focuses on Part A of the questionnaire. However, it excludes:

» Question 5, which is deall with under chapter 5 - Recommendations and
Conclusion; and
w Question 6, which is addressed under the quantitative analysis of this chapter

This section will be presented as lollows:

o The guestion, as presented In the actual questionnaire is noted,

= The aims of objectives of asking that specific question |s discussed,

@ An analysis of all responses is presented in a tabular format. The first column
lists the respondents reference number allocated by the researcher:
o For example: CS1, relers 1o Corporate Strategy respondent 1,
o CPS1, refers to Change and Programme Strategy respondent 1, and
o IT1, refers to Information Technology respondent 1,

“ The interpretation of resulls is discussed where knowledge management
and labour tumover literature 15 integrated with the actual responses.
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Section A Questions 1 and 2: What do you understand by the terms knowledge
management and knowledge preservation?

Question aims and objectives: These open ended questions enabled the researcher
lo assess the overall understanding of terminology used. A sample of responses is
presented in the lables below, categorized according to each solution area. The
researcher only focused on a few responses as most of the responses ware similar.

Analysis:

Cs1
cs2

Ccso

Corporate Strategy (sample of responses)

Knowledge gaps refer to knowledge areas nol effectively managed.

The gap between the knowledge that individuals have and what is available to
everybody on the databases. Knowledge preservation means to keep all
info/work products/proposals efc, that was created in BCS in a database which
is accessible to all employees.

It is the difference between the current status quo of knowledge management
and the ideal status in comparison with besl practice.

Knowledge preservation is to keep knowledge ‘sale’ and updated

Managing Information, smart products, knowledge enriched products and
knowledge services. al an organizational level, it involves implementing
knowledge bes! practice processes, personal developmenl programmes, e-

leaming and corporate porials.
Providing a regulatory framework that ensures material is available and

accessible 1o all.

Im

Im2

T4

Information Technology (sample of responses)

Knowledge preservation means introducing a portal to manage information
gathered an projects and intellectual capital of experienced hires.

Information mining which Is needed 1o make discussions. Knowledge
presarvation means backup knowledge to ensure availabllity and update the
knowledge continuously to ensure relevant knowledge used in decision making
Explicit, systematic and tactical knowledge existing (or in this case, not existing)
in an organisation. Knowledge is key to an organisations survival
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ITS | Non management of peoples qualification, experience, skills, programmes elc.
Knowledge preservation refers to managing skills qualification and experience
of people in the company.

Change and Programme Strategy (sample of responses)

CPS1 | Human knowledge and networking information which have not been processed
and managed effectively resulting in specific gaps in the organisations
knowledge depariment. Knowledge preservation is ensuring that years of
experience of a knowledgeable individual/s is comectly stored and transierred
so that it can be re-used in the company.

CPS2 | Knowledge preservation is having knowledge innovalion — managing knowledge
faster and better. Having better enabling technology — ensuring it becomes
gasier o assemble and share information across organisational boundaries.
Minimizing uncertainty and risk - better access to relevant knowledge will help
managers make beller decisions and so0 minimize various risks thal may
confront the business.

CPS3 | A break in the knowledge gain in projects and other work/practice management
and the preservation or retention of this knowledge for re-use later, Knowledge
retention of leaming/ deliverables knowledge in people's heads for use In future
projects/product delivery.

CPS6 | Knowledge preservation is managing intellectual capital. Making sure books,
projects and other deliverables are accessible 1o all people in an organisation,
CPS7 | Using an Integrated framework thal manages the process ol storing and
retrieving knowledge and make it re-usable.

CPS8 | Developing a knowledge managemen!t system where packaged KM solutions
are disseminated 1o employees,

Figure 4.1.1 Responses from Questions 1 and 2 in Questionnaire

Interpretation of Questions 1 and 2: Figure 4.1.1 above shows thal responses
generally reflect superior understanding of both knowledge management and
knowledge preservation. Literature supports these findings, Nonaka (1991) and Steward
(1997), state that knowledge has become Ihe lundamental source of wealth
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Management consulling firms generally view knowledge management as the ar of
creating wvalue by leveraging inlangible assels - people. Prusak (1997)
(hitp://w3 knowledge.raleigh.ibm com/n archives/whatiskm.hml - internet 7)says thal
knowledge management is an attempt to understand what is essentially a human asset
hidden in the minds of individuals and manipulate it into an organisational asset that can
be retrieved and used by a larger grouping of individuals on whose leadership the firm
depends. Davenpon ef al. (1998) knowladge is the name given to a set ol systematic
and disciplined actions that organisations can take to derive the greatest value.

The respondents also made a clear distinction between these two concepts; with
knowledge preservation, being identified as the process of achieving effective
knowledge management. It is clear from these responses thal consultants view
knowledge management and knowledge preservation as critical lor company success.

Question 3: Do you believe Does IBM (BCS) has a strategy for knowledge
management?

Question aims and objectives: The intention of this question was to gather
information in support of the problem statement. All responses are presented in the
lables below, calegorized per solution area. The interpretation has been done
separately as some respondents commented negatively whils! other were positively.

nalysis ol Lueslion or Larporale siraleqy Hespondenis:

-— — - — —-

CS1 | Management has identified a team who are currently involved with setting up a
knowledge managemant solution area. W-3 provides consultants with significant
information on the topic.

CS3 |Yes

CS6 | In centain areas whera the solution leaser is active.

CS8 | In centain areas

CS9 | Yes, but not clearly defined

CS10 | Yes

e ————————————eaeeaeeaeeeseeeee et
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Corporate Strategy (NO)

CS2 | They have a knowledge database where you can create your documents but it
is not enforced, therefore, they do not have a strategy.

CS4 | | do not believe there is a proper management of the strategy especially in BCS.
The sirategy could be there but the implementation thereof is lacking.

CS5 | il there is a strategy 1t is nol well communicated, therefore | am not ware of any
knowledge management strategy.

CS7 | Not sure of any intemnal initiatives.

Figure 4.1.2 Responses from Question 3 - Corporate Strategy Respondents

nierpreiatior IUBSH 3 results for Corporale Straleqy Respondents: Figure
4.12. shows that some of the respondents in this solution area are unwavering in
support ol a clearly defined knowledge management strategy. Other respondents,
although in agreement, are nol unconvinced that the strategy is clearly defined. At least
four respondents are unambiguous about the fact that there is no clear knowledge
management strategy.

Question 3: Do you believe Does IBM (BCS) has a strategy for knowledge
management?

Question aims and objectives: The intention of this question was to gather
information in support of the problem statement. All responses are presented in the
lables below, categorized per solution area. The interpretation has been done

separately as some respondents commenied negatively whilst other were positively,

i L LA RN L ALoAL CINOIoQy Responoeeni!

Tt Informally
T2 Yes
Infarmation Technology(NO)
IT3 No
T4 Not clearly defined
ITs No

Figure 4.1.3 Responses from Question 3 - Information Technology Respondents
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s: Figure 4.1.3

reflect that certain of the raspmﬂems in this solubion area believe there is no clearly
defined knowledge management strategy. This is interesting since this group displayed
the most significant knowiedge managemenl gaps.

Question 3: Do you belileve Does IBM (BCS) has a strategy for knowledge

; The intention of this question was to gather

rﬂmlnsuppunultraapn:bhmmﬁnmrﬂnmsmmampmmadmm

tables

below, categorized per solution area. The Interpretation has been done

separately as some respondents commented negatively whilst other were positively.

CPS1

cPs2
CPS3

CPS4
CPSS§
CPS6

Yes, especially on large projects. Recently al AngloGold we had a shared drive
which was accessible to both client and consultants where articles, reports,
presentations and other material was stored.

Yes

Change Strategy (NO)

No. PwC had a very good KM department, BCS is still new and should appoint
a KM manager,

In progress

No, very diferent anvironment that does not retain past project and leaming on
a central database thal is easily accessible. No incentive 10 use the IBM
internet.

Not al all, good people are leaving the organisation, especially band 9 and 10's
No, if they do have, it is not well advertised.

BCS does not have a clearly defined strategy. The broader IBM has excellent
knowledge management procasses. These should possibly be made available
to all BCS consultants.

Figure 4.1.4 Responses from Question 3 - Change and Programme Respondents

Lawreiia Thivs Studenit Mo 202821408 Page SKaf 91
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believe that a knowledge management sltrategy exists. This result was predictable since
the change strategy consultants are usually responsible for knowledge management on
projects and intemally, Previous knowledge mangers were recruited from this solution
area. Overall, the view is thal consultants do not believe that an effective knowledge
management strategy Is in place. This is particularly conceming for IBM (BCS) because
literature, Nasseri (1996) (http://www.bnnt.com/km/papers/submit/nasser.htm - intemet
6) writes that knowledge Is the organisations most important strategic imperative and
therefore its management must be equally important. He further adds that, for effective
knowledge management o continue, the management of the organisation's knowledge
should be integrated with overall business strategy.

Question 4: How does management in BCS identity which knowledge assels need 1o

be managed/preserved?

Question aims and objectives: The intention of this question was to identity if a
knowledge assel identificalion process exists and to make recommendations on

possible implementation strategles, As some ol the responses were similar, the
researcher listed only those with unique contributions.

Analysis:

Corporate Strategy (sample of responses)

CS1 | By engaging sub-solution leaders for each practice and getting them involved in
the process. Also, by ensuring knowledge management is pan of their PBC's.
CS2 |t is up to the individua! to decide ## he/she wants 10 add their docs to the
dalabase.

CS3 | Intellectual assets or capital generated from client engagements are stored or
loaded onto knowledge databases at the consullant’s discretion. There does not
appear lo be any pre-qualification process belore or alter submission of
documents.

CS8 | Primarily done at a leadership level. Each solution area has a solution leader
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who has primary responsible for ensuring knowledge management, skills
transter and knowledge expansion.
CS10 | Through IBM's knowledge board.

Information Technology (sample of responses)
IT4 By storing knowledge on a knowledge portal, appointing a knowledge manager
who is responsible for identifying key knowledge areas.

Change and Programme Strategy (sample of responses)

CPS52 | By using a standard knowledge management mathodology which is available to
all consultants worldwide.

CPS3 | Only deliverables/proposals/SOW/PA's are retained. Knowledge camed within
human capital is often los! due to lack of retention planning in HR.

CPS6 | Being from the broader IBM Ihis was clearly defined al the beginning of all
projects, customers would participate in knowledge transler processes. The IBM
PwC merger resulled in this area nol being effectively managed in the new BCS
whare there are mainly PwC consultants.

CPS7 | According 1o each project, an IT implementation involving Change would ensure
thal previous projects information is used o get everyone up to speed. Typically
project managers would do this on a project by project basis. Works very well
on IT projects where we usually use a standard implementation approach.
CPS8 | Through using the Knowledge innovation methodology. Identitying innovation
insight variables (eg COP's, Global information infrastructure; NOE's,) and by
identitying innovation foresight variables (Knowledge Kaleidoscope elc.)

“Figure 4.1.5 Responses from Question 4 - All Respondents

Interpretation of Results: Figure 4.1.5 above reflect the briel and sometimes
inaccurate responses from Corporate Strategy and Information Technology group,. This
clearly demonstrates a lack of understanding of how knowledge assels are managed
within the organisation. The detailed responses provided from Change and Programme
Strategy indicates a clear understanding ol knowledge management concepls as
reflected in figure 4.1.5. This can be aftributed to the fact that knowledge managemant

e —
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is a competence of this solution area. Generally, all groups suggests that a knowledge
assel preservation process is not in place.

Steward (1997, p70) suggests that “knowledge assels .. .exist and are worth cultivating
only in the context of a strategy. ..intellectual capital doesn’t exist without a purpose and
a point of view". An organisation must determine the information and knowledge assets
critical for its long-term survival. It should proritize eslablishing effective ways of
identifying what knowledge assets should be preserved. Steward (1997) says not all
knowledge in an organisation is of equal value. What is considered knowledge to one
unit may not be important to another.

4.2.2 Analysis and Interpretation of Quantitative Data

This section of the paper focuses on Part B ol the questionnaire, it starts with question 6
from Pann A and works through all the questions systematically, as presented in the
questionnaire (Appendix 1). All quantitative results will be supported by graphs and
statistical calculations and will be categorized according to the three sub-solution areas:
Information Technology, Change and Programme Strategy and Corporale Strategy.

This section will be presented as follows:

= The question, as presented in the actual questionnaire is noted,
% The aims of objectives of asking thal specific question is discussed,
= An analysis of all responses is presented in a tabular format. The first column
lists the respondents reference number allocated by the researcher:
o For example: CS1, refers to Corporate Strategy Respondent 1,
o CPS1 , refers to Change and Programme Strategy respondent 1; and
o IT1, refers to Information Technology respondent 1.

= The interpretation of results is discussed where knowledge management
and labour turmover literature is integrated with the actual responses,

Lanrema Vs Stwdlemt Sumpbser: J02S2 1404 Page 61 af 9}



uﬂdﬂlﬁ-mmdmmm - MMl

Question 6 : Please rank the importance of these key knowledge lools according to
rating scale (1 to 5)

Structured Knowledge Tools
1) Knowledge Harvesting,
2) Communication;
3) Point of View;
4) Though Leadership,
5) Information Technology;
6) Books/Magazines.
7) Communities of Practice,
8) Training

Unstructured Knowiledge Tools
9) Communication;
10) Company Culture,
11)Mentorship; and
12) Books/Magazines.

Question aims and objectives: This guestions ranks respondents views on the
importance of structured (formal) versus unstructured (informal) knowledge tools. The
primary intention is to determine the preferred method for disseminating explicit
knowledge amongst consultants.

Analysis of all responses: The responses to this question have been analyzed and
presented in figures 4.2.1 to 4.2.3 below. The graphs list the 12 knowledge elements
against the level of importance (out of 5) by all respondents, per Sub-Solution Area.

Knowledge Tools-IT

= Panking
Toais

Froederige
“NGARENBTO-N

0 2 4 a
Lavel ol importance

Figure 4.2.1 Knowledge Tools Rating Graphs - Information Technology
Responses
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Knowledge Tools Change

=NEsMADEO-=N

0.0 2.0 4.0 6.0
Level of im portance

Figure 4.2.2 Knowledge Tools Rating Graphs - Change and Programme Strategy
Responses

Knowledge Tools - Corp Strat

Barants
p———
=NRAEPINEQO=N

0.0 20 4.0 80
Leval of importance

Figure 4.2.3 Knowledge Tools Rating Graphs - Corporate Strategy Responses

Interpretation of Results: Figures 4.2.1 o 4.2.3 above showed no difference in the
importance of structured versus unstructured knowledge tools. Furthermore, it revealed
that both forms of explicit knowledge types (structured and unstructured) are important
for eflective knowledge management. On average, the three groups ranked all
knowledge channels as important.

The knowledge tools which ranked high scores consistently, across all three solution
areas were: knowledge harvesting (achieved an average of 4.7), information technology
(achleved an average of 4.6), training (achleved an average ol 4.6) and company
culture (achieved an average of 4,5) out of 5 - as reflected in figure 4.2.3.
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These results  are generally positive  and are  supported by
(http://www.brint. com/km/papers/submit/nasseri.htm - internet 6) Nasseri (1898), who
writes about the importance of creating an environmen! where knowledge is easily
accessible through a variety of avenues.

Section B Question 1: How long have you been employed by the IBM (BCS) S&C?
Question aims and objectives: This questions aims to contextualize the responses by
considering length of service. This is question is particularty relevant in the consulting
industry, as noted by Schiller (1988), who writes that clients request seasoned
consultants with a wealth of experience gained over a period of time. This increases the
client’s confidence in the consultant’s services and makes for a long-term relationship.
Analysis: The responses 1o this question have been analyzed and presented in figure
4.3 below. The graph lists the possible number of years employed against each solution
area.

mirriirer =
Fmmrn B -y

B Y ar s Errhoy e - O a-n E R ]

1.
2. informetian Teaoh
A Corp Birm

Figure 4.3 Length of Service Chart - Three Solution Areas

Interpretation of Results: Figure 4.3 shows that the Change and Programme Strategy
team has been employed the least number of years compared to the other two sub-

solution areas. This is interesting since the Change and Strategy group have the lowes!
skills gaps comparatively. Although the information technology consultants have the
longest service history, they are the group that is currently experiencing the highes!
tumover and have the second highest skills gaps after corporale strategy. This is
primarily attributed to the fact that since IBM is a technology based organisation, ex

e ——————————
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PwC consultants within BCS do not have the same IT domain knowledge and skills as
those in the broader IBM group. These lindings cannol be supporned by literature as it
was intentionally excluded because it was not identified as crucial by IBM executives.
The question was included primarily to gain a sense of service history generally.

Question 2: What sub-solution area are you in? (Some respondents also listed their
area ol specialisation).

Question aims and objectives: The purpose of this question is o assist the
researcher to categorize the resuits into three sub solution areas. It was also intended
to determine if respondents are familiar with the core knowledge tools required per
solution,

Analysis: Change Group - This group rated Supply Chain and Information Technology
as areas of specialisation. Information Technology Group - This group rated Technology
Implementation as an area ol specialisation. Corporate Strategy Group - This group
rated Financlal Management as an area of specialisation.

Interpretation of Results: Respondents listed both their primary sub-solution areas (for
example Change, Information Technology or Corporate Stralegy) as well as their areas
of specialisation, listed above.

These areas of specialisation emerged primarily because ol the nature of projects
consultants were placed on. Some respondents (example respondent reference CS2,
CS3, CS4) identiied themselves only by their area ol specialisation because of the
demand for skilled consultants in these specialised areas. For example, the market
demand lor a change management consultant may not be as high as for an information
lechnology change consultant. Typically, this consultant would be familiar with all the
standard change managemen! practices and have a deep understanding ol various
technology platforms, such as SAP, Websphere or Oracle. These flindings suppon
recommendations In the 2002 Global Most Admired Knowledge Enterprises (MAKE)
report (hitp://kmmag com/images/attachments/2002_global_make.pd! - intemet 4) thal
highlighted developing knowledge leaders/specialists as being important in ensuring
knowledge performance yielded competitive advantage
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Question 3: What band are you currently?

Question aims and objectives: Jiang et al. (1986) surveyed business consultants on
the top 10 factors contributing to successful project implementation. One of the top 10
factors listed is the important of sourcing the right staff with the right skills and
competence level. The purpose of this question is to assess the current skills and
competency levels according to the grading system used by IBM (BCS).

Analysis:

The responses to this question have been analyzed and presented in figure 4.4 below.
Figure 4.4 lists the band levels or job grade against each solution area. Respondents
were asked to merely state the band they were currently in.

Bands per Sub Solution Area

1. Changs 2. infa Tach 1, Corp Strat

Figure 4.4 Band Rating Chart - Three Solution Areas

Interpretation of Results: Figure 4.4 shows that more information fechnology
consultants are in the lower bands comparatively. This factor is evident in the overall

performance of this group, through personal experience, the researcher can confirm
that most of the technology consultants perform below average on projects. This can
possibly be ascribed to the fact that they do nol have senior consultants for mentoring
and coaching activities. Corporate Strategy has a higher representation of consultants
on the higher bands (8 and 9). This is primarily due to the recruitment sirategy
employed when sourcing these candidates. Consultants in this area are generally more
experienced, are typically paid higher salaries and are expected to have additional
financial and strategic skills compared o the other two solution areas.

The importance of having the right skills and competencies cannot be over emphasized.

Davenport, (1998) demonstrates the application of skill and competency at Microsoft:
T e e e e e e ———————————8—
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Since its founding in 1875, one of the competitive advantages of Microsoft Corporation
has been the quality of its people. The highly successful software firn goes to
extraordinary lengths to hire people with strong intellects and capabilities. According to
the authors of a book about the company, one of Microsoft's key strategies is to find
smart people who know the technology and the business. One of the reasons why
Microsoft people need high levels of competence is the fast-changing nature of the
industry in which it competes. The organisations’ knowledge management goal is to
build a competency inventory that can be used across all of Microsoft's business units.

Question 7: | am aware that knowledge gaps exist in the S&C business unit.
Question aims and objectives: An executive from IBM (Global Business), Laurence
Prusak (1997) (hitp://w3.knowledge.raleigh.ibm.com/archives/whatiskm.html - intemet
7), said: “A firm is nothing else but what it knows, how It hamesses and co-ordinates
what it knows. The only thing that gives an organisation a competitive edge - the only
thing that is sustainable - is what it knows, how it uses whal It knows, and how fast it
can know something new! Therefore, the primary objective ol this question is to
investigate whether the passion for effective knowledge management demonstrated at
IBM (Global), is sustained within the business consulting services unit (IBM BCS).
Analysis:

The responses to this question have been analyzed and prasented in figure 4.5 below.
Figure 4.5 ranks the responsas from 1 to 5 (5 indicating agreement with the statement
prepared in the quastion).

I amavwars that knowl sdge gaps sxist in the S&C
DUl sy U

1. Change 2. InfoTech 5. CorpStrat

Figure 4.5 Knowledge Gap Ratings - for Three Solution Areas
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Results:

Figure 4.5 shows thatl respondents from the information lechnology solution area felt
particularly strongly about this statemenl. This may be because there are fewer
information technology consultants, they are in lower band levels and therefore less
experienced. This group has also had the mosl! resignations of very senior consultants
during the last year coupled with 4 changes in their senior leadership team over the
same period. There is notl much difference between the other groups, however figure
4.5 shows that results are slightly skewed towards higher numbers, indicating strong
agreement between groups with the question statement.

Louis V. Gerstner, ex-CEO of IBM writes in the 1999 IBM Annual Repor, “Going
forward.... as the nature of our business changes, we will create new ways o make IBM
relevant, compelling and exciting to people. Since 50 much of the IBM experience will
be shaped by our people, | believe one of the most important tasks will be
buiiding. ... knowledge management systems that support the IBM workforce” (www.w3.
ibm.com — intemet 1). The results of this study clearly indicate that IBM (BCS) has not
prioritised the process of effective knowledge management as envisioned by the ex
CEO Louis Gerstner.

Question 5, 6 and 7: Please rale these top 20 knowledge tools which have been
identified as core lor consuftants (according to your sub-solution area - Change and
Programme Strategy, Corporate and Business Strategy and Technology Strategy
Management).

Question aims and objectives; Theory presented in previous chaplers says
organisation’s have to determine the information and knowledge.. critical for its long-
lerm survival. They should prioritize establishing effective ways of identitying what
should be preserved. Consequently, the prmary purpose of this question s to
determine which knowledge tools are considered core lor each solution area. Figure 4.6
(page 69) lists the knowledge tools developed in conjunction with senior Partners,
operational consultants and global IBM educators for each solution area,
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Change and Programme Strat | Corporate Strategy Information Technology

1) Balanced Score-card 1} ABC 1) ABC

1) Behavioural Gap Assessmant | 1) Activity Analysis/Reverse 2} Activity Analysis

3) Business Benelil Realisaton Costing 1) Benchmarking

4) Change History Assessment 3) Benchmarking 4) Emerpnse Architecture

5) Change Sponsorship 4) Capital Markets/Finance %) Enterprise-Wide Solutions

&) Change Leadership 5) Competitive Positioning (EWS)

71 Change Strategy 6} Competitor Analysis f) Financial Acoounting

R Communication Strategy 7) Customer Value Analysie 7) Grid Computing

9 Culture Matrix K) Fnancial Accounting %) Interviewing Techniques

10) e-Leaming 9)  Industry Sector Analysis g) IT Networks

11) Leadership Styla Assassmant | 10) Industry Structure/Value 10) IT Optimization

12} Organisational Design and Chain 11) IT Portfolio Management
Deveiopment i1) Intermational Competitiveness | 12) Industry Sector Analysis

13) Project Management 12) Interviewing Techniques 13) Market Segmentation

14) Process Maps 11] Market Paneatration 14) On-Damand Architectura

15 Presantation Skills I4) Markat Sagmantation 15) Process Mapping

1) Stakeholder Management 15] Naw Markat Assessment 16) Presentation Writing

I7) SWOT Analysis 1) Prasantaton Writing 17) Repart Writing

I18) Team Buliding 17) Procass Mapping 18) Scenario Planning

19) Training Design and 1% Report Writing 19) Value Proposition
Developmant 19) Reverse Costing 20) 3-G Technology

any Fm—nuﬁmﬁl. 20 io Planmni
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Solution Areas

Analysis:

The responses to this question have been analyzed and presented in figures 4.7.1 to
4.7.3 below. The core 20 knowledge tools listed in Figure 4.6 (page 69) have been
displayed as a benchmark with which to compare Individual competence. Respondents
were asked o rank the importance of all core knowledge tools (reflected in figure 4.7.1
yellow bars) with 5 being the most important.

8 - o T
< ?ll?m"?l IR

iy

' B
*% HHE === Com Knowiedge Tools
2s |1

2 i
1.5

1 1
05

123450878 01011213418 1817181020

Figure 4.7.1 Core Knowledge Tools Rating Graphs - Change and Programme
Strategy Responses
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Figure 4.7.2 Core Knowledge Tools Rating Graphs - Information Technology
Responses
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Figure 4.7.3 Core Knowledge Tools Rating Graphs - Corporate Strategy
Responses
Interpretation of Resuits:
Overall, the respondents from all sub-solution areas ranked the top 20 knowledge tools
very highly (an average of 4.073 as reflected in figures 4.7.1 1o 4.7.3). This is because
all new consultants are exposed 10 the importance of these tools during their general

induction training. Additionally, these are the basic knowledge tools are necessary 10 be
affective.

Question 8, 9 and 10: Please rate your individual competence against the following top
20 knowledge tools, for your area (Change and Programme Strategy, Corporate and
Business Strategy and Technology Strategy Management).
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Question aims and objectives: The primary purpose of this question was to evaluate
individual competency and skills levels against core knowledge tools in order to

determine the current knowledge base.

Analysis:

The responses to this question have been analyzed and presented in figures 4.8.1 10
4.8.3 below. The core 20 knowledge tools listed in Figure 4.6 (page 70) have been
displayed as a benchmark with which to compare individual competence. Respondants
were Initlally asked to rank the importance of all core knowledge tools (reflected in figure
4.8.1 yellow bars). Thereafter, they had to compare there individual knowledge and
skills set against core (reflected in figure 4.8.1 blue lines).
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Figure 4.8.1 Individual Competence vs Core Ranking - Change and Programme
Responses
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Figure 4.8.2 Individual Competence versus Core Ranking - Information
Technology Responses
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Figure 4.8.3 Individual Competence vs Core Ranking — Corporate Strategy

Responses
Interpretation of Results:

Generally, all groups rated lower than core for most categories. Figure 4.9 shows this
difference, it is displayed as the ‘p’ value. It demonstrates the degree at which individual
and core values are differ. If there is a significant difference between core and individual,
a 'p’ value Is allocated. The significant difference in ‘p’ value calculations correlate with
hypothesis 1 and 2 which states that core S&C skills are diminishing because of
inappropriate strategic consulting knowledge tools and that core S&C skills are
diminishing because consultants are not competent in core strategic knowledge tools

required. The 'p' value is calculated in figure 4.9,

CHANGE AND PROGRAMME STRATEGY

KNOWLEDGE TOOLS CORE
BALANCED SCORE CARD 3875

BEHAVIOURAL GAP
ASSESSMENT 3.875
BUSINESS BENEFIT
REALISATION 4.5
CHANGE HISTORY

ASSESSMENT 425

CHANGE SPONSORSHIP 4,375

CHANGE LEADERSHIP 4125
CHANGE STRATEGY 4.5
COMMUNICATION

STRATEGY 4125
CULTURE MATRIX 425
E-LEARNING 425
LEADERSHIP STYLE 4,125
ORGANISATIONAL 4.25

INDIV

35

35
3125

a7s

3.625
3625
3.875

4.375
3375
2.378
3.625
a5

T-TEST FOR DIFF BETWEEN MEANS

HHRRE

accept
accept

iit
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ACCEPT = NO SIGNIFICANT
DIFFERENCE
REJECT = THERE I8 A
DIFFERENCE

p=0.012 difference
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DESIGN

PROJECT MANAGEMENT 4375 375 accept
PROCESS MAPS 4625 3875 accept
PRESENTATION SKILLS 4625 425 accepl
STAKEHOLDER

MANAGEMENT 45 4375 accept
SWOT 4375 4125 accept
TEAM BUILDING 4375 375 accept
TRAINING DESIGN 45 3.875 accept
PRESENTATION SKILLS 2 4625 425 accept
average 4325 3 7Nd5

Standard Deviation 0.23 0.47 reject p=6_36E-06

CORPORATE AND BUSINESS STRATEGY
T-TEST FOR DIFFERENCE BETWEEN

KNOWLEDGE TOOLS CORE INDIV  MEANS

ABC 42 25 reject p=0.0003
ACTIVITY ANALYSIS 42 3 reject p=0.,0035
BENCHMARKING 45 35 reject P=0.002
CAPTIAL MARKETS 4 24 reject P=0.0002
COMPETITIVE

POSITIONING 43 a7 reject P=0.0003
COMPETITOR ANALYSIS 4.3 2.7 reject P=0.0001
CUSTOMER VALUE

ANALYSIS 42 a7 reject P=0.0001
FINANCIAL ACCOUNTING 44 35 acoept

INDUSTRY SECTOR

ANALYSIS 4.7 28 reject P=0.0013
INDUSTRY STRUCTURE 42 29 reject P=0.004
INTERNATIONAL

COMPETITIVENESS is 26 reject P=0.004
INTERVIEWING

TECHNIQUES 43 K] acoept

MARKET PENETRATION 42 29 rojoct P=001
MARKET SEGMENTATION 4 3 accept

NEW MARKET

ASSESSMENT a9 29 reject P=0019
PRESENTATION WRITING 4.5 39 accept

PROCESS MAPPING ie 42 accept

REPORT WRITING 4.2 41 accept

REVERSE COSTING as 22 roject P=0.003
SCENARIO PLANNING 45 32 reject P=0.003
avarage 421 a.08

Standard Deviation 024 0.61 reject p=2 67E-09
TECHNOLOGY STRATEGY AND MANAGEMENT

KNOWLEDGE TOOL CORE INDIV

ABC 42 32 reject P=0,0469
ACTIVITY ANALYSIS 42 32 accept
BENCHMARKING 42 34 reject P=0.011
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ENTERPRISE

ARCGHITECTURE 4.4 2.8 rejest P=0.001
EWS 46 26 reject P=0.03
FINAMCIAL ACCOUNTING 4.2 4 accept

GRID COMPUTING 3.8 2.8 accept
INTERVIEWING

TECHNIQUES 4 3.6 accept

IT NETWORKS 4.4 3.4 accept

IT OPTIMIZATION 46 3.8 accepl

IT PORTFOLIO

MANAGEMEMNT 4.6 3.6 accept

INDUSTRY SECTOR

AMNALYIS 4.2 3.4 accepl

MARKET SEGMENTATION 3.8 32 accept
ON-DEMAND

ARCHITECTURE 48 2.8 reject P=0.001
PROCESS MAPPING 4 3.5 accept
PRESENTATION WRITING 4.2 4 accept

REPORT WRITING 42 4 accept

SCENARIO PLANNING 46 3.6 accept

VALUE PROPOSITION 4.8 3.2 reject P=0.03
3G TECHNOLOGY 4 3 accept

average 429 3.36 reject p=2.03E-D09
Standard Deviation 0.3 0.44 accepl

Figure 4.9 ‘p’ Value Calculation — All Solulion Areas

Figure 4.8 shows that the most pronounced skills gap is evident in the Corporale
Strategy Group (average 3.08 competence out of 5), less pronounced within Information
Technology (average 3.36 competence out of 5) and least in the Change Group
(average 3.71 competence out of 5). The significant gaps within Corporate Strategy can
be attributed to the following factors:
% These consultants are required to have additional business and financial
knowladge;
% They generally recrull consullants with specialized skills (ie. they do not have
many generalists); and
% Originally this business unit’s organisational structure was skewed with a
larger proportion of senior consultants and less at junior levels. Due to current
labour tumover pattemns, a significant amount of senior consuliants (with
specialists’ skills) have left the company
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Hypothesis 1, which stales that Core Strategy and Change skills are diminishing
because of inappropriate strategic consulling knowiedge tools is accepted. Hypothesis 2,
which states that Core Strategy and Change skills are diminishing because consultants
are nol competent in stralegic knowledge tool required, is also accepted. Prusak (1997)
(http://w3.knowledge raleigh.ibm.com/archives/whatiskm htmi - internet 7) writes thal
knowledge management is an attempt to understand what is essentially a human asset
hidden in the minds of individuals and manipulate it into an organisational asset that can
be retrieved and utilized, The responses to this question highlight the fact that BCS
consultants may not have the necessary deep skills required. In a highly competitive
consulting industry where skills and knowledge seem to be worshipped, employee's
lack of knowledge can comprise an organisation. According to Yeates (1991), the
consequences of ineffective knowledge management is costly to an organisation, often
leading 1o client dissatisfaction, lost business, missed opportunities and internal effects
such as surplus resources, de-motivated staff and loss of key personnel.

Question 11: Labour Turnover impacts knowledge management.

Question aims and objectives: The purpose of this question is to confirm if a
correlation can be drawn between labour turnover and knowledge management.

Analysis: The responses to this guestion have bean analyzed and presented in the
interpretation section below,

Interpretation of Results:

All respondents strongly agreed with this stalement. The Change Group had a mean of
4.875, Information Technology 4.4 and Corporate Strategy 4.4 out of 5 The strong
opinions expressed by all respondents corroborate theory olfered by Pascarella (1997),
that organisations should Implement people enablers which ensure successiul
knowledge retention by providing knowledge linked incentives in an effort to recognize,
promote and therefore retain those consultants who were knowledge builders. The
results also confirm that IBM (BCS) consultants support a correlation between labour
tumover and its impact on knowledge management.
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The strong opinions collected from the questionnaire confirm hypothesis 3 which stales
that core Strategy and Change skills are diminishing because consultants are leaving
IBM (BCS). A specific example from the questionnaire is (questionnaire reference CPS4)
a respondent that wrote ‘good people are leaving the organisation, especially band 9
and 10's'. Figure 4.10 below reflects the number S&C resignations over a 3 month
period, This table highlights all the consultants who have resigned from S&C. To date,
no effort has been made to replace these skills.

Strateqy and Chenge SA

Change and Programme Strategy

Bouwer, SJ

Mokoka, M

Corporate Sirategy

Alidarman, M

Emmatt, MP

Hull, WL

e
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Vermeulen, J&

Total SCS Consulfants = 51
Total SCS rasigned =29  Key - Resign batween Fab, March, April 2003
Peroantage; 56.9%

Figure 4.10 BCS (S&C) Resignations from Feb to April 2003 - All Solution Areas

Question 12: Please rate the importance of the following labour tumover elements you
belisve contribute to knowledge gaps in the S&C business unit. These are:

1) Motivation

2) Retention Programmes
3) Affirmative Action

4) Training & Development
5) Compensation

Question aims and objectives: The objective of asking this question is to substantiate
a IBM (BCS) specilic variables (as developed with senior executives and operational
consultants) which are believed o be the rool cause of current knowledge gaps.
Analysis:

The responses 1o this question have been analyzed and presented in figure 4.11 below.
The pie chart presented in figure 4.11 allocates responses according to the 5 labour
lumover elemenls presented.
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Labour Turnover Elements

25% 21%

13%

Bim2@im4pb

Figure 4.11 Labour Turnover Chart

Interpretation of Results:

All groups share the same concems. Generally, they believe thal compensation s the
primary cause of labour tumover, and low motivation levels and training and
development requirements are secondary as reflected in figure 4.11,

Theory prasented in previous chapters support these findings. Willlams and Sunderand
(1999) argue that salary and benefits are two of the most important factors affecting
employment decisions. To prevent highly skilled professionals from leaving the
organisalion, compensation systems must be designed to support the mission and
culture of the organisation. Compensations systems must communicate 10 evaryone
what is important and what their role In ensuring sustained success across the

organisation

Question 13: Labour Reduction impacts knowledge management.
Question aims and objectives: The purpose of this question is to confirm If a
correlation can be drawn between labour reduction and knowledge management.
Analysis: The responses to this question have been analyzed and presented in the
interpretation section balow.

e
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Interpretation of Results:

All respondents strongly agreed with this statement. The Change Group had a mean of
4.62, Information Technology 4.2 and Corporate Strategy 4.4 out of 5. The strong
opinions expressed by all respondents confirm the theory offered by Pascarella (1997),
that organisations should concentrate on implementing organisational enablers which
eslablish synergies between organisational strategies (expansion, reduction, intemal
acquisition) and knowledge management initiatives. The results also confirm that IBM
(BCS) consultants support a correlation between labour reduction and its impact on

knowledge management.

Question 14: Please rate the imporiance of the following elements related 1o labour
reduction you believe contribute to knowledge gaps in the S&C business unit. These are:

1) Downsizing

2) Natural Attrition
3) Intemal Transfers
4) Outsourcing

5) Skills disparity

Question aims and objectives: The objective this gquestion is to substantiate a list of
IBM (BCS) specific variables (as developed with senior executives and operational
consultants) which are believed 1o be the rool cause current knowledge gaps.

Analysis:

The responses 1o this question have been analyzed and presented in figure 4.12 below.
The pie chart presented in figure 4.12 allocates responses according to the 5 labour
reduction alemants presented.

Labour Reduction Elements

iR m) m; @y

Figure 4.12 Labour Reduction Chart
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Interpretation of Results:

Figure 4.12 displays the allocation of labour reduction elements listed by respondents.
Generally, respondents felt thal downsizing is the primary cause of labour reduction
(29%). The strong opinions collected from the questionnaire confirm hypothesis 4 which
slates that core Strategy and Change skills are diminishing because IBM (BCS) is
downsizing. The skills disparity due to changing market need is ranked second as
reflected in figure 4.12.The impact of the skills disparity has inadvertently resulted in
downsizing. IBM (BCS) was not able o market existing skills, hence consultants were
not being fully utilized. This created a situation where revenue was significantly below
expensas. The business took a decision to comect the siluation by transferring
redundant skill to other business units and to freeze all recruitment until a new operating

model is approved.

4.3Conclusion

This chapter presented both qualitative and quantitative data analysis. Generally the
results revealed that IBM (BCS) consultants lack the most fundamental knowledge tools
to render an effective service. Certain of the qualitative data will be outlined in the
recommendations sections for management consideration. The graphic display of core
versus individual knowledge tools is an effective management summary and can be
used to develop a training strategy o assist with retention ol existing consultants.
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CHAPTER FIVE
CONCLUSION/DISCUSSION

5.1 Introduction

In this chapler, the researcher will connect findings discussed in Chapter 4, to lilerature
presented in Chapter 2. This section will also make recommendations for management
consideration. This seclion provides a framework for senior management which could
assist in developing a much needed retention and knowledge preservation strategy.
This section is a culmination of fiterature, responses from the quesfionnaire and
parsonal observation.

5.2 Highlights from the research

The results of the research confirmed the researcher's view that certain variables
significantly impact knowledge management within IEM (BCS). For example, the results
confirmed speciflic elements such as compensation and molivation as principle causes
of knowlaedge managemen! disparities.

Another important issue that surfaced from the research was the degree of knowledge
gaps which exist in all three sub-solution areas. This paper was able to quantify the
impact of these variables on the organisation. For example the ‘p' value illustrated the
seventy of the knowledge gap (Figure 4.9). This has implications for the future of the
business unil because the existing pool of consultants are not able to effectively deliver
according to the current operating model.

These knowledge gaps are significant to the business, because as discussed Chapter 1,
managemeant consultant's core business is knowledge management and dissemination
They trade this pnimary resource in order to survive,

5.3 Recommendations / Way Forward
To ensure future business success in this competitive market, the following
recommendations should be considered by BCS. These recommendations are sourced

e ————————,
Lawretia Thevs Srilemt Mumlser: 202521435 Page BE of 92



Iombvrrsile ol Somtml - @ milinabe Saclnnd ol Wisssess Beseaieh DNvsertation - I8

from responses in the questionnaire which provide a practical approach to the prablem
and from literature studied which support practical experiences.

5.3.1 Implement recommendations made by respondents
The questionnaires provided the following suggestions which could be implemented in
the short to medium term:

% Develop formal knowledge management policles and procedures to ensure
that when people leave the organisation, a clear knowledge Iransier
procedure s in place,

o Appoint a dedicaled knowledge manager who would ensure that knowledge
databases are maintained,

% Ensure the proposed knowledge manager is trained In core knowledge
management practices,

% Enlorce a culture of formal and informal knowledge sharing,

% Once effective knowledge managemen! processes are in place, communicate
and marke! these to all consultants; and

@ Incorporate the best of the current IBM knowledge principles into the new

knowledge management practice.

These recommaendations are supported by literature offered by Nasseri (18906)
(hitp://www.brint. com/km/papers/submit/nassen him -~ intlernet 6) who slates thal
knowledge is the organisations most imporant sirategic imperative and therefore its
management and preservation must be equally impodant, He futher adds that,
organisations should develop a structured approach that recognizes the need 1o
preserve knowledge - lor example, they should:

% Establish formal knowledge management procedures o enable management

of knowledge and acceptance of knowledge managers,
%~ Design processes lor measuring the business value of intellectual capital; and
o Install systems 1o facilitate networking and information dissemination,
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5.3.2 Determine the rool cause of the problem

Management should focus on the origin of the knowledge management problem.
Although implementing a knowledge management programme has been recommended,
this should not necessary be the first step.

Respondents ranked specific labour turmover and labour reduction elements which they
believe wera contributing to knowledge disparties in the unit. compensation was
ranked as the primary cause and ineffective fraining and development second.
Management should initially address these issues in an attempt to curb the current
lumover rates.

5.3.3 Change the current operating model

The misalignment ol skill has serious Implications for the survival of IBM (BCS). The
respondents were requested to rank specific labour reduction elements which they
believe were contributing to knowledge gaps in the unit, the skills disparity was rated
uppermost as problem.

The way lorward would be to re-align existing skills to a new business model. This
recommendation is currently considered, and a new business model will be
implemented effective 1* August 2004. The new model business model contains:

2 On-Demand Application & Translormation;
% On-Demand Solutions,
@ Technical Applications (SAP and Websphare)
This model is more alignad to market demands and takes into account current skills,

5.4 Implications for management

All the literature studied for this paper highlighted the importance of knowledge
management for future competitive advantage. This would imply that knowledge
management musl feature as an specific objective in the stralegy and business plans of
the organisation. This is not the case within IBM (BCS).
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Respondents suggested 5 short term solutions to assist management effect knowledge
management, for example:

1. Provide a regulatory framework to ensure material is available and accessible
to all (questionnaire reference CS9);

2. Engaging the sub-solution leaders ol each practice and ensure that
knowledge management is pan of their PBC's. (questionnaire reference CS1);

3. Implement Knowledge Innovation Methodologies (questionnaire reference
CPS8),

4. Adapt behaviour impacted by PwC acquisition (questionnaire reference
CPS8), and

6. Appointing a knowledge manager who is responsible for identifying key
knowledge areas. (questionnaire reference IT4).

Literature presented by Steward (1997) tie in with these recommendations by stating
organisations should:

% Integrate Strategy and Policy - knowledge management strategy should be
tightly integrated with corporale strategy;

% Ensure Senior Sponsorship — senior executives must walk the talk. “There is
no greater incentive than a boss who believes” Steward (1997, p126),

@ Implementing Technology and Processes ~ ensuring effective implementation
of the necessary technology to support the knowledge preservation process,

& Changing Behaviour - the organisational climate should be conducive and
reinforce positive bahaviour;

~ Removing Obstacles - removal of bamers fo knowledge sharing and
overcaming the ‘knowledge is power syndrome; and

% Appointing Knowledge Champions - a knowledge leader/champion is
someone who will actively drive the knowledge agenda forward and create
enthusiasm and commitment.

e e e
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5.5 Attainment of research objectives

The researcher believes that all the objectives of the research were achleved. The use
of a guestionnaire allowed the researcher to delve into the detalls of specific issues and
would not have been obtained in an alternative data gathering technigue had been used.

This paper commeanced by stating that IBM's primary challenge currently, is 1o creale
and transfer knowledge efficiently amongst employees. The primary goal of this paper
was 1o determine if knowledge gaps are as a result of labour turnover through a loss of
skilled consuliants and/or labour tumover initiatives such as finding the right skills
and/or downsizing. Subsequently, the research question was developed that read as
follows: what is the origin and Impaci of knowledge gaps within IBM (BCS)
Strategy and Change?

From this main research question, hypotheses were constructed. The hypotheses were
accepted and verified by means of statistical analysis discussed in previous chapters.
These were:

% H! - Core S&C skills are diminishing because of inappropriate strategic
consulting knowledge tools. This hypothesis is accepted because individual
scores are consistently below core knowledge tool ratings as discussed in
previous chapters,

w H2 - Core S&C skills are diminishing because consultants are nof compeient in
sirategic knowledge lools required. This hypothesis is accepted because
individual scores are consistently below core ratings as discussed in previous
chaplers.

w H3I - Core S&C skills are diminishing because consullanis are leaving IBM (BCS).
This hypothesis is accepted because the Strategy and Change unit is losing
skilled professionals at an alarming rate. For example, over the months February,
March and April 2003, Strategy and Change lost 56.9% of its consultants (Figure
4.10).

@ H4 - Core SEC skills are diminishing because IBM (BCS) is downsizing. This
hypothesis is accepted because of the results of the survey where downsizing
was identified as the primary cause of labour reduction (rated at 29% amongst

e __________ ____________________J
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s H4 - Core S&C skills are diminishing because IBM (BCS) is downsizing. This
hypothesis is accepted because ol the results of the survey where downsizing
was identified as the primary cause of labour reduction (rated at 29% amongst
four other elements listed - figure 4.12). This hypothesis is also supported by the
fact that the business is not able to replace lost skills due to a global moratorium
on recruiting in BCS.

5.6 Research Findings

The findings presented in this research paper, clearly demonsiraled that a correlation
can be drawn between elements of labour tumover and elements of labour reduction
(as defined in this paper) and knowledge management. Some of the key findings were:

% HRespondents have a superior understanding of both knowledge management

and knowledge preservation. They also made a clear distinction between the
wo concepts, with knowledge preservation, being identified as the process of
achieving effective knowledge management. It was clear from the responses
that all the consultants view knowledge management and knowledge
preservation as critical for company success.

The majority ol respondents believed that IBM (BCS) did not have a clearly
defined knowledge managemen! siralegy. They also agreed with the
stalement thal knowledge gaps exist within strategy and change business.
These findings conflict with their strong views that knowledge management
and knowledge praservation is critical for company success,

The most significant findings from this sludy are the large knowledge gaps
which exist between core knowledge versus individual competencies. The
results reveal that all respondents rated lower than core for most categories.
This means that they do not posses all the core knowledge tools required by
their sub-solution area. In statistical terms, this difference is displayed as the
‘P valve. It quantifies the difference betwaen individual knowledge and core
knowledge. It was interesting lo observe thal Corporate Strategy respondents,
ranked the lowest scoring 3.08 on average, although they are required lo
have the most specialised competencies comparatively.
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% Respondents strongly agreed with the statement that labour tumover impacts
knowledge management. They listed compensation, training and
development and motivation as principle contributing factors.

% PRespondents strongly agreed with the statement that labour reduction
impacts knowledge managemeant. They listed downsizing and the skills
dispanty as principle contributing factors.

In summary, |IBM (BCS) management team is faced with a sinking ship unless
immediate action is taken. The rationale for conducting this research was lo present
management with a clear understanding of the nature and scope ol the knowledge
management problem. The researcher hopes that the findings in this paper will highlight
the urgency of introducing and implementing a structured knowledge preservation
framework aimed al countering the effects of the past two years.

5.7 Limitations
Limitations to this study are:

% The researcher's full-time employment in the industry at the time of the
rasaarch may have led to certain research bias. However, every attempt was
made to ensure that the research was conducted as objectively as possibla
by including all consultants employed in Strategy and Change.

% It cannot be ensured that the person who was sent the questionnaire actually
completed it

% Of the 30 gquestionnaires sent, the researcher received only 23 responses
because of resignations in the unit. The high rate of labour turnover in this
unit may skew the results because of low motivation levels and small sample
size.

5.8 Areas for future research

This disseration managed to show some evidence of relationships between labour
tumover and downsizing as they Impact knowledge managemeni. However, these
results cannot be generalized 1o all consulting environments. The researcher believes
that this paper opened doors for deeper research into areas of knowledge managament
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in the management consulting industry and its relationship with labour wrnover and
labour reduction in a consulting environment.

The following are possible areas of future research 10 explore:

1. Broadening the population to ather managemen! consulting firms which have
been involved in mergers or acquisitions;

2. Eslablishing il effective knowledge management can increase the
effectiveness ol organisations. Furthermore, those effectiveness and
efficiencies (! any) could be translated inlo monetary terms fo justity
knowledge management initiatives.

3. Studying knowledge preservation enablers - this would look at investigating
whether changes in lechnology have resulted in changes in the types ol
knowledge assels being preserved.

4. Most importantly, exploring the impact of the PwC Consulting acquisition
process on knowledge management.

—_— —m s mm mm mmm———_ess—_-—™————
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GENERAL QUESTIONS ~ PART A

Name: {optional) Date:

PART A: ASPECTS OF KNOWLEDGE MANAGEMENT IMPORTANT
TO BCS

1. What do you understand by the term knowledge management gaps?

2. What do you understand by the term knowledge preservation?

3. Do you believe Does IBM (BCS) have a strategy for knowledge management?
(If Yes, answer question 4)
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4, How does management in BCS identify which knowledge assets need to be

managed/preserved?

5. What changes, if any, should IBM (BCS) consider in terms ol knowledge

management/preservation, in order to survive in the long term?

6. Please rank these key knowledge tools according to the rating scale below

1= extremely unimportant 2= very unimportant 3= important
4= very important 5= extremely important
| Structured Knowledge Tools | Rating | Unstructured Knowledge Tools | Rating
| 8) Knowledge Harvesting a) Communication
b) Communication b) Company Culture
¢} Point of View ¢) Mentorship
d) Though Leadership d) Books/Magazines
) Information Technology a) Other
| f) Books/Magazines
| g) Communities of Practice
h) Training
i) Other
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QUESTIONNAIRE - PART B

KNOWLEDGE MANAGEMENT GAPS IN S&C BUSINESS UNIT

Name: Date:

1. How long have you been employed by the IBM (BCS) S&C7

2. What sub-solution area are you in?

4. What band are you currently?

4, | am aware that kno exist in the S&C business unit.
Strongly Disagrea Neither agree | Agree Strongly
Disagree nor disagree agree
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5. Please rate these top 20 knowledge lools which have been identified as core
for consultants in S&C (Technology Strategy and Management) Sub Solution

Area.

1= extremely unimportant 2= very unimporntant 3= important
4= very important 5= extremely imponant
K Tool 1 [2]3[a]5 |
o —— :

Activity Analysis
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6. Please rate the top 20 knowledge tools which have been identified as core for
consultants in S&C (Corporate and Business Strategy) Sub Solution Area.

1= extremely unimportant 2= very unimportant 3= important
4= very important 5= extremely important
Knowledge Tools 1 J2[3]4
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7. Please rate the top 20 knowledge tools which have been identified as core for
consultants in S&C (Change and Program Strategy) Sub Solution Area.

1= extremely unimportant 2= very unimportant
4= very important 5= extremely Important

3= important




Lauretin MBA Dissertation

B. Please rate your individual competence with the following S&C (Technology
Strategy and Management) knowledge i00ls.

1= completely unaware 2= have heard of 3= competent
4= very competent 5= Expen

Knowiedge Tools 1 [2]3]4

&) ABC

b} Activity Analysis

 c) Benchmarking
d) Enterprise Architecture

&) Enterprise-Wide Solutions (EWS)

d
h) Interviswing Techniques
) IT Networks

) IT Optimization

k) IT Portfolio Management

) Mt Soqmanat

| n) On-Demand Architeciure

LO
n;mmw%.g

| 9 Report Writing

7} Scanario Planning
s) Value Proposition

LG Teoaogy

r
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9. Please rate your individual competence with the following S&C (Corporate
and Business Strategy) knowledge tools.

1= completely unaware 2= have heard of 3= competent
4= very competent 5= Expen

Toois 1 121348
a)

b) Activity Analysis/Raverse Costing

c) W
MarkatsFinance

=la]a

Positioning

Analysis

E

E

T s

:

g
S

Chain

Iinterviewing Techniques

E‘QL:-I

:
5

éi

|

E
i

Rk
il
]




10. Please rate your individual competence with the following S&C (Change

and Program Strategy) knowledge tools.
1= completely unaware 2= have heard of 3= competent
4= very competent 5= Expert
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11. Labour Turnover impacts knowledge management

Strongly Disagree Neither agree | Agree Strongly
Disagree nor disagree agree

12. Please rate the importance of the following labour turnover alements you
believe contribute to knowledge gaps in the S&C business unit.

1= extremely unimportant 2= very unimpornant 3= imponant
4= very important 5= extremely important

Labour Turnover Elements 112345

Maotivatan

Retention Programmes

Affirmative Action

Training and Developmant
| Compensation

Other
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13. Labour Reduction impacts knowiedge management

Strongly Disagree Neither agree | Agree Strongly
Disagree nor disagree agree

14. Please rate the imporntance of the following elements related to /abour
reduction you believe contribute to knowledge gaps in the S&C business unit.

1= extremely unimportant 2= very unimportant 3= important
4= very important 5= extremely important

"Elements of Labour Reduction 11234

_Downsizing _

Natural atirition

Internal transters

Outsourcing projects (o external partners

Skills disparity due to changeng market needs
Other

Thank You

=II
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