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TYPES OF ORGANIZATIONAL KNOWLEDGE

Tacit Knowledge The implicit knowledge used by organizational members to 
perform their work and to make sense of their worlds. 

Tacit knowledge is hard to verbalize because it is expressed 
through action-based skills and cannot be reduced to rules and 

recipes. 

Explicit Knowledge Knowledge that has been codified formally using a system of 
symbols, and can therefore be easily communicated or diffused. 

Explicit knowledge may be object-based or rule-based. 

Cultural Knowledge The shared assumptions and beliefs about an organization's 
goals, capabilities, customers, and competitors. 

These beliefs are used to assign value and significance to new 
information. 

Issues

●     The three types of organizational knowledge are interdependent and work together.

●     The more integrated the three types of knowledge, the more unique the organizational advantage. 
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Knowledge Conversion
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Knowledge Conversion Example
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The organization should identify and nurture knowledge-building activities that enhance and expand its core 
capabilities over time -- core capabilities that define the organization's unique advantage.
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Knowledge-Building Activities

Knowledge-Creating Value Star

(Adapted from Wikstrom and Normann 1994)

Each organization lies at the center of many inflows of knowledge from customers, suppliers, contractors, ... the organization 
should leverage these inflows of knowledge to create value for itself AND its partners.
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Comparison of Knowledge Creating Processes
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Knowledge Creating Case

(From The Knowing Organization, Chapter 4)

The firm is among the largest of the Big 6 accounting firms, with one of the biggest 
management consulting practices in terms of revenues and personnel. Founded in 1913, the 
firm has offices in major cities around the world, with headquarters in a large US city in 
the midwest. The research focused on the management consulting practice (MCP) division 
of the firm, whose primary business is the design and building of computer-based 
information systems. The MCP's New York City office consisted of three branches in 
Manhattan, Connecticut, and one in New Jersey, employing a total of some 750 
consultants. MCP's main consulting practice is to custom-build application software for its 
clients by sending in project teams who remain and work on the client site for months or 
even years to produce a computerised information system. Building software for clients is 
a highly complex, knowledge-intensive activity that is fraught with uncertainty. Over its 
history, MCP evolved two innovations to manage its internal knowledge and to cope with 
the task-related uncertainty -- a standardized system development methodology, and a suite 
of computer-aided software engineering (CASE) tools. Orlikowski explains how MCP's 
standardized methodology ('Modus') came to be:

When the MCP division first started developing information systems for 
clients some thirty years ago, the only written "knowledge" of systems 
development in the Firm was extracted post hoc from the documentation 
generated for each project. These so-called "client binders" served as the 
Firm's information expertise about the systems development production 
process during the initial years of the consulting practice. As the practice 
grew, some attempt was made to systematize this varied and highly 
idiosyncratic knowledge. During meetings partners would review the project 
documentation, trying to extract general procedures, and identify the 
common factors that made some projects successful, others mediocre, and 
still others failures. Over time these generalized "rules of thumb" became 
more extensive and more sophisticated as the MCP division gained more 
experience. Eventually the informal guidelines about how to run a successful 
systems development project and what factors constitute good systems 
practice, evolved into the formal, standardized methodology that "Modus" is 
today.

(Orlikowski 1988, p. 166-167) 

Thus, MCP's system development methodology grew out of the daily activities of 
consultants working on projects. By analyzing and reflecting on this practical know-how, 
MCP partners were able to generalize and formalize their experiences into a methodology 
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which specified the sequence of tasks to be performed at each stage of the system 
development life cycle, and defined the standards for documentation, control, scheduling, 
and project estimation. The institutionalization of a standard methodology was also in line 
with the Firm's "one-firm" philosophy which required all partners to follow a common 
approach in the ways they dealt with clients' problems and communicated about them. 
From its earliest days, the Firm had espoused the policy of speaking with one professional 
voice, and abiding and upholding the official viewpoint of the Firm. 

The formalization of the Modus methodology made possible the next major innovation in 
MCP's consulting practice -- the introduction of a standard set of computer-aided software 
engineering (CASE) tools, which MCP called "productivity tools," to support and 
implement the methodology. This integrated tool environment included software to capture 
ongoing documentation of the new system into a data dictionary; project estimating aids; 
the project control system; screen and report design aids; data and program design aids; 
installation tools; and prototyping facilities. The tools "implemented the standard software 
engineering design philosophy and project management method articulated in "Modus." In 
fact, "the tools were deliberately based on the methodology as it was recognized that 
production technology logic had to be compatible with that of the production process, else 
inconsistency and discontinuity would disrupt the systems development process." 
(Orlikowski 1988, p. 183) The use of the methodology and the CASE toolset was mutually 
reinforcing. Since the tools were based on Modus, their use ensured compliance to the 
methodology. At the same time, Modus was also constantly being updated to better reflect 
the tool environment. This reciprocal interdependence characterized the co-development of 
the tool and methodology. Furthermore, the use of computerized tools enhanced the aura 
of professionalism in the consultants' normal work activities: 

Tools render an image of a room of consultants all seated in front of their 
personal workstations, all bent over their keyboards, flashing through 
complicated-looking screens, performing sophisticated cut and paste 
procedures, and all done to the accompaniment of the reassuring whir of the 
disk drives, the steady tapping of keys, and the regular sigh of the laser 
printer emitting its professional-looking documents. It certainly looks 
industrious.

(Orlikowski 1988, p. 403)

As a result of employing the tool-methodology, MCP reported savings of 30% up to 50% 
in code generation, and an elimination of between 50% and 70% of the systems installation 
phase. The use of tools "dramatically" increased MCP's profitability, and allowed it to reap 
the benefits of operating economies of scale. Competitive position has been improved by 
enabling the firm to bring the price of its services down, to lower its bids on contracts, to 
go after larger projects, and to increase the income contribution of each partner.

http://choo.fis.utoronto.ca/mgt/KC.case.html (2 of 4) [2/28/2002 5:25:37 PM]



http://choo.fis.utoronto.ca/mgt/KC.case.html

Besides productivity and profitability gains, there were other important and somewhat 
surprising benefits derived from the use of the CASE tools and methodology. As a 
professional services firm, MCP is expected to provide customized solutions to each of its 
clients. Indeed, each client will have its own data processing environment that made 
customization mandatory. Although this might appear incompatible with MCP's 
standardized production process, the software utilities in the CASE toolset were in fact 
relatively easy to modify so that they could work well with a client's hardware and 
software configurations. Each client company therefore was provided with tools that were 
customized to the project and technical characteristics of the site. At the same time, since 
the underlying process logic may not change that much from project to project, MCP is 
able to reuse significant portions of their development outputs:

With the deployment of productivity tools it is able to adapt a set of system 
designs and documentation developed for one project for use in selling a 
similar system to another client. By being able to customize the visible 
features of the design to the potential client's needs while leaving the 
essential logic of the systems design intact, the Firm can exploit the power 
of the tools in saving time by not having to design another system or 
generate new documentation. It can use the logic of the existing system 
customize the labels, change the screen and report headings, and change 
client references in the documentation, and have a new comprehensive 
systems proposal to present to a potential client. And if the client accepts the 
proposal and the project gets underway, many of the tools, shells, macros 
can be directly transferred to the new project site, hence avoiding 
reinvention of the wheel.

(Orlikowski 1988, p. 352)

The standardization process thus extends beyond tools and methodology to the "industry 
standard solutions" that MCP is able to offer to its clients who receive tested solutions that 
have been optimized for their local computing environments. (The success of its integrated 
CASE tool environment prompted MCP to sell the toolset as a generalized productivity 
tools package to the clients themselves and to other data processing companies.)

[Based on Orlikowski, Wanda J. 1988. Information Technology in Post-Industrial 
Organizations. PhD, New York University.]

Case Questions
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1.  How was tacit knowledge converted into explicit knowledge?

2.  How did the explicit knowledge benefit the firm?

3.  How did cultural knowledge influence the development of tacit and explicit 
knowledge?

4.  To what extent were the 3 types of organizational knowledge tightly linked?
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Knowledge Mail from Tacit Knowledge Systems

Automated Expertise Profiling from E-Mail

"KnowledgeMail delivers full expertise automation based on integration with enterprise e-mail. The system 
continuously analyzes users' e-mails to populate and maintain a detailed, yet private, profile. By automating 
the process, Tacit ensures that the profile creation process is effortless, and profiles are always current. Having 
a current inventory means that the right human ingenuity can always be found by those in the business who 
need it."

For current information about Tacit Knowledge Systems and its products, visit the website. 
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Lotus Discovery Server

From the product tour of the Lotus Discovery Server:
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