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Abstract

Under increasing pressure, many industrial enterprises are
seeking means to improve their performance. Years of
rationalizations led to the conclusion that no one-time
improvement will enable continuing success. Thus

companies realize that their edge lies in the
transformation of knowledge to action. The field of
knowledge management addresses a broad range of
aspects but still is rooted in a rather technical
methodology. Establishing knowledge management is a
process of organizational innovation. As the
implementation of application software packages is now
considered the major driving force of organizational
innovation, a close look at IT implementation projects as a
means to establish integrated knowledge management at
operational business levels seems promising. The paper
will present the knowledge network concept as a means
of establishing an integrated approach to knowledge
management and will highlight it using observations
made during system implementation in SMEs.

Electronic access

The current issue and full text archive of this journal is
available at
http://www.emerald-library.com

Logistics Information Management
Volume 13 - Number 4 - 2000 - pp. 210-217
« MCB University Press - ISSN 0957-6053

The industrial innovation carousel: a
brief look at practice

IT-enabled innovation

Looking at industrial practice during the past
decade nothing appears to have had such a
great impact on organizational innovation as
the growing market of application software
packages such as SAP, BAAN, Peoplesoft or
J.D. Edwards. This growth is hardly
imaginable but through its connection to the
concept of reengineering. The aim of the
application of information technology (IT) is
the profound improvement of the economic
efficiency and effectiveness of all business
processes. Thus it seems possible to
implement best practices within an
organization. Even though the connection
between application software and
organizational innovation is a good enough
reason for the strategic decision to implement
an application software, plenty of potential
situations are neglected during system design
and implementation (see Bancroft ez al., 1998;
Dolmetsch et al., 1998).

Virtualization of organizations and lack
of structure

With organizational changes becoming a
predominant feature of industrial life, one can
observe a tendency to the “virtualization” of
organizational structures — with
“virtualization” not corresponding to any
theoretical concept of the “virtual
organization”. Thus “virtualization” in
today’s industry can also be described as a
loss of structure (Scherer, 1998a). In many
enterprises traditional structures have been
washed out so that even managers need the
help of process maps and organization charts
to describe their tasks and responsibilities.
Stable structures are replaced by
multidimensional matrix organizations,
dotted line of reporting and continuously
changing alliances among different
management factions.

For a long time, stable brganizations relied
on the generation and maintenance of
information to tackle their tasks. With the
growing virtualization, knowledge about the
rules and behavior of an organization
becomes a major resource for success.

Generating organizational knowledge:
the knowledge network concept

With the implementation of application
packages becoming a major driving force of
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organizational change, one has to consider a
project’s ability as well as need to generate
knowledge about an organization, its roles
and behavior. Therefore a concept is required
that integrates the aspects of knowledge
management within the framework of any
implementation project. Here the knowledge
network concept provides a suitable basis
from which to implement robust processes, to
provide the basis of a sustainable
management of organizational knowledge and
trigger continuous learning.

In the following sections we will briefly
examine the characteristics of systems
implementation as well as the concept of
organizational knowledge, in so doing
introducing the basic concept of the
knowledge network.

Systems implementation and
organizational innovation

A growing number of enterprises consider the
application of an integrated software package
as a significant contribution to the solutions
to their respective problems. Both the
availability of pre-tailored solutions and the
possibility of maintaining their own hardware
at reasonable costs make software packages
especially attractive to small and medium
sized enterprises.

The perception of software packages
thereby tends to draw mystical roots:
reengineering software packages have become
the deus ex machina of modern organizational
design. It seems to be the predominant
opinion that the implementation of a software
package does not have any side effects.
However, the impact on the organization is
strong and intentional and therefore many
unintended side effects may result. Only the
worst cases make it to the public eye and
usually are covered by the technical press.

Effects and side-effects of system
implementation

Two of the most desired characteristics of
software packages cause major problems:
integration and process orientation. As a SAP
implementation specialist note:

When SAP is installed, the actual computer
system is integrated into every department,
plant, business unit of a company. That means
that people are going to have access to
information they didn’t have access to before,
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and they are going to have real-time involvement
with the new system. The consequences of an
individual’s action are going to be seen more
quickly in all different areas of a company. [...]
If people refuse to communicate with one
another, the lack of human integration can cause
a breakdown in the best configured system
integration because the people won’t use it
appropriately (Dietz, 1999).

The example makes it clear: even though
companies try to improve integration and
process orientation through the
implementation of software packages as a
means of organizational innovation, they tend
to neglect the challenges attached. In contract
to computer systems, humans and
organizations cannot be programmed.
Change in an organization is a process which
takes time and requires the participation of all
those who are affected.

The end-user trap

Most software implementation projects are
still handled mainly as technical projects.
Thus they tend to utilize a technocratic
approach to systems design. Here project
team members tend to design an organization
in the same way as they design machines.
Tasks to be performed by individual people
are often only considered to be part of a larger
business process. As a result the distinctive
user with his everyday perception of working
life and his limited technical knowledge is
considered a disturbance rather than a
customer and future performance factor. As a
result, end-users do not gain enough attention
throughout most projects and lack a sufficient
lobby within the project team (Scherer,
1999). As a result the system will lack the
anticipated productivity and the inability to
improve over the course of time (Figure 1).

Managing organizational knowledge

After a decade of reengineering and focus on
short-term effectiveness and efficiency,
knowledge management is seen as a key to
sustainable and long lasting success. Still
within most scientific communities dealing
with management and logistic systems, the
term knowledge is rather vaguely defined and
often misused. In knowledge management
research two factions exist. Those who favor
an I'T dominated view focus on technology as
a solution and tend to maintain the
perception that knowledge can easily be
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Figure 1 Lack of productivity during system start-up and use
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transferred from one individual to the other as
long as it is structured and can be retrieved
from a system. Here buzzwords like “business
information warehouse” or “management
information system” are frequently used.
“Knowledge” therefore is reduced to a
structured sum of information as provided by
an IT system. Thus knowledge management
mainly seems to be a technical problem with
some soft factor aspects to consider in the
second line.

At the other end of the spectrum,
promoters maintain a view rooted in
organizational development and individual
behavior and insist that technology is no
answer (see Dataware, 1999). Here
knowledge becomes something very private,
rather a possession of a single individual than
a group of people or even a whole
organization. Thus most of the relevant
research focuses on the single work rather
than a team or set of people.

Looking at today’s industrial enterprises
both approaches tend to neglect the large role
of both information technology — as the
backbone of the structural organization[1] —
and people — as individual actors within the
organization. To get full use out of knowledge
management both views have to be
incorporated into a holistic approach.
Furthermore research must not maintain a
reductionist view and just promote a joint
approach; the technological and social
systems are designed to form a holistic system
that has to focus on the design and
development process itself.

Concepts of organizational knowledge
If one examines the characteristics of the
knowledge that is required to act and work
within an organization, one will find that besides
theoretical knowledge, experience is of major
importance for competent action (Fleig and
Schneider, 1998). Knowledge from experience
is often termed tacit knowledge. In the context
of operational excellence, tacit knowledge is
often referred to as “work process knowledge”.
Work process knowledge is based on experience
gained by an individual while performing tasks
within an organization. Work-process
knowledge only exists within the mind of an
individual, it is related to the context of an
action and can only be objectified to a limited
extent. This results in the fact that work process
knowledge can neither be bought or constructed
but has to be generated and developed
throughout engagement within a work process.
By cooperation and communication during
work, work-process knowledge results in a
communality of practice. Even though work-
process knowledge is of an individual nature,
through common experience it becomes a
characteristic of an organization. Due to
knowledge’s dependency on a context,
establishing knowledge management within a
specific corporation should not be the sole
aim of a project but needs to be connected to
technological innovation of both strategic and
operational scope.

Generating knowledge from experience
For competent action, people have to rely on
experience rather than theory. People
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“function” as stabilizing “regulating elements”
within an organization. However, by their
intervention they may also alter the predefined
goals, thus changing and renewing the whole
system. This leads to the well-established
opinion that any informal part of an
organization has to be limited as it tends to
oppose the formal system — at least in a
managerial perception — and is beyond
traditional practices of control. As a result, the
aspects and requirements of knowledge
generation throughout the project are usually
neglected. Furthermore, the number of people
involved in a project is rather limited to a small
circle of users. Thus the majority of possible
end-users do not participate in the project nor
in the process of knowledge generation.

A third problem is the tight time schedule
for projects. Knowledge from experience
usually takes a long time to be built up.
Usually experience comes from years of
practice. Implementation projects, in contrast,
tend to cover a period of 9 to 24 months.
Therefore it becomes necessary to increase the
intensity of experience throughout a project.
Several factors facilitate the generation and
development of knowledge from experience:

- participation in change and decision
making;

+  recognition of organizational
interrelations;

+ reflection on one’s own work;

« communication and cooperation;

+ the possibility of gaining concrete
experience in everyday working life.

Generally, in an average organization, generation
and development of knowledge from experience
is mostly limited to experiences from everyday
working life. Such knowledge generation is
performed by itself without enforcement by
management or corporate culture.

Accordingly it is possible to intensify the
knowledge generation process through
sponsoring participation, learning, reflection and
communication. A software implementation
project provides several chances to act
accordingly and therefore may be considered an
attractive platform to accelerate the generation
of common knowledge within an organization.

The knowledge network concept

The concept of the knowledge network
provides an enterprise with a framework to
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facilitate the generation of organizational
knowledge on a broad scale. Major objectives
are to involve all end-users as well as to take
into consideration the relatively short period
of time given by a project schedule. It should
only demand moderate efforts and costs.

Roles and structure of a knowledge
network

The knowledge network has to be considered
as a virtual or matrix organization which is
supplementary to the far smaller
implementation team. A knowledge network
is continuously built up in parallel to the
regular project’s progress. Key-role within the
knowledge network is a knowledge coach
whose major task is to facilitate and control
the knowledge generation process. Besides
the key-users and the implementation project
manager, the knowledge coach is both
member and leader of the knowledge network
as well as member of the system
implementation team. The knowledge coach
becomes the major spokesperson of the
project team to the end-user, and besides
building up and maintaining the knowledge
network is responsible for project marketing
and communication (see Conrad and Poole,
1998). In principle, in its final stage, the
knowledge network involves all roles involved
in operating, maintaining and the utilization
of the system. Thereby the term “system”
refers to the IT system itself as well as
processes, techniques, and procedures within
the organization. Usually the network is
divided into two platforms — one strategic,
one operational (Figure 2).

In the final stage of build-up, the knowledge
network succeeds the implementation team.
It takes over all those tasks not primarily
related to I'T matters, e.g. process definition,
quality management and performance
improvement. The knowledge network is
closely linked to the process team — which
defines and maintains the various business
processes and is headed by the former project
manager turned process owner — and the
technical board — which takes care of I'T
operations-related problems. The knowledge
network offers certain services and products
to the end-user and respective department
managers and therefore should maintain its
own resources and budget. These products
can roughly be categorized into knowledge
products and implementation products.
Knowledge products such as user meetings,
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