EXECUTIVE SUMMARY

The intellectual capital of the organization is what creates the “brand” that differentiates us from the competition in the market place.  The basic tenets:  

· people are our “profit lever” – what they know, how they apply, share, and grow what they know

· IC is knowledge that can be converted into profit -- value extraction requires developing communities of practice and networks, and changing the environments to foster networking, organizational proprietary information rules and creating opportunities for innovation

· the true purpose of a business is to create and realize value for all shareholders – customers, stockholders and associates

Despite the importance of valuing our intellectual capital, the organization does not have a knowledge management system in place. The attached proposal will explore the alternatives available to PVB to meet these challenges of nurturing and safeguarding our IC while increasing   profitability without sacrificing the drive to increase the customer focus.  It includes:

· a definition of a Knowledge Management Strategy with reasons for implementation and providing specific actions to be taken

· an analysis of the potential profitability:  ROI, customer satisfaction, implementing a Customer Relationship Management program

· a breakdown of the cost of implementation:  staffing needs, organizational changes, and two proposals for a virtual asynchronous conferencing event 

· an analysis of the costs of not implementing the program in the near, as opposed to far, future

The risk is that these benefits would not be realized in any tangible fashion.   The Knowledge Management  lens is “bottom line”-oriented; it allows us to see the challenges of and opportunities for assessing, organizing, portraying and profiting from knowledge.   The Knowledge Ecology lens is community-oriented; it allows us to see what it takes to grow and sustain networks of relationships, from which knowledge--capacity for effective action--will emerge.  The KMS would need to be an integral part of the strategic planning process.

Implementing such a program now will enable the organization to:

· leverage IC assets not currently being used,  invigorate and motivate associates by allowing continuous self-directed learning, 

· increase the organization’s collective intelligence [AKA flexibility, agility and resiliency to change], and 

· provide and mitigate the risks acquired and opportunities lost in a time of high employee turnover.

I am recommending we proceed.

Implementing a Knowledge Management Strategy:
First Step:  to define exactly what knowledge management means to our organization

· where does it fit in with our business strategy, how it would be used and why it is important

· what it looks like – the nuts and bolts of what the end user [the sales force] can expect in the way of results

· who would maintain it – putting it in place is less than a third of the struggle; it’s who will take the time and energy to keep it up to date, make sure everyone knows how to utilize it is key

I am proposing a kick-off seminal event to launch the program, and provide a highly visible planning event open to all stakeholders in the organization – associates, customers, directors, management, and strategic partners.   This event would be a six to twelve week, virtual on-line conference [technically known as an asynchronous discussion seminar].

Second Step:  network the organization’s management structure
· literally “pick peoples’ brains” – interview individuals, building on what has been learned in the conference about established Communities of Practice, best practices, lessons learned from innovations that succeeded as well as those that failed.

· “squatting” – taking up residence and working in each branch/department, attending meetings, and observing interactions and communication flows while working, asking questions, again examining for best practices

· knowledge mapping – studying specific boundary objects,  individual data bases, files, etc.   The purpose is to find out where the concentrations of explicit knowledge are pooled.

Third Step:  research – literally “casing” the competition and emulating their best practices
· interview management of other organizations

· attend non-industry specific networking seminars, conferences and gatherings

· continue on-line studies

· attend conferences, seminars and meetings specific to knowledge management and data mining

Fourth Step:  implementing lessons learned
· align with strategic endeavors and Human Resources for maximum effectiveness

· work on building and improving intangible assets – associate KSA and customer relationships

· package information received attractively and with particular attention to “ease of use”

· distribute joint learnings to everyone, breaking down functional barriers

Fifth Step:  continuous improvement -- examine initiative in light of results and tweak program, going through each step again. 

Return on Investment:   

This is not a “stand-alone” application.  Implementing a knowledge management system is part of an organizational commitment to raise information literacy skills – enabling associates to find, appraise, and utilize resources as part of their everyday routine.  

	anticipated benefits
	measurements

	
	

	enhanced communications within the organization resulting in effective use of existing technologies and internal resources; delivery of speedy, quality solutions to existing problems; identification and elimination of duplicate efforts in differing areas.
	10% increase in sales delivered by allocating more resources to business development and marketing goals

	
	

	improved customer service resulting in the reduction of lost opportunities due to fragmented customer information;  more personalized product development , the end result being products that are more adaptive to individual customer needs  presented more quickly to market.
	5% decrease in the number of “lost” customer relationships

	
	

	increased staff retention by providing associates with greater recognition of an individual’s intellectual capital value as an organizational asset; new opportunities for continuous learning; enhanced ability to collaborate and interact with strategic planners; and more hands-on participation in meeting organizational challenges.


	Associates would acquire new skills needed

Turnover would slow 


Robert H. Buckman, CEO of Buckman Laboratories, a specialty chemicals maker in Memphis, Tenn.: 

“There's one other resistance that I am asked every time we're benchmarked. What's the payback? Where's the profit? I say: It didn't take a rocket scientist to figure out when we move the speed of response from weeks to hours and days that there is a payback. It shifted our competitive equation. We didn't need to measure the dollar value of that. We know that's shifted our competitive equation.”


Thomas W. Brailsford, manager of knowledge leadership at Hallmark Cards in Kansas City, Mo.: 

“This is a journey, and the ultimate arbiter will be whether you survive or not, not dollars and cents profitability. There's an inherent tension between efficiency and innovation. Current organizations have been designed for efficiency. What we're looking for in the future is innovation.”

Implementing Customer Relationship Management
One of the keys for a community Bank to differentiate itself in the marketplace is through relationship management versus the transactional mindset of larger entities.  The relationship manager is the focal point of the customers’ contact with the bank – the keystone to a customer-centric sales culture and the means by which we create a “brand” of ourselves for our customers.  The relationship manager may be, but is not limited to, the person who opens a new account or approves a new loan – successfully completing a sales transactions should be the beginning of the customer interaction, not the end.  Although support areas assist at many stages, ultimately the relationship manager is responsible for selling the product/service, managing the delivery process and monitoring the customer use what was sold:

1. business development / marketing:  discern likely leads and prospects, uncovering customer needs and expectations, and demonstrating which of our products and services can deliver the results the customers are seeking

2. getting the product/service to the customer:  getting the account on the system, creating a credit file, verifying the PCBanking program is delivered.

3. customer service:  monitoring the delivery process to verify customer satisfaction, keeping an eye on the customers’ use of products and services to make sure that issues are addressed, responding to questions and concerns.

4. risk management:  ensuring that the Bank’s risk is handled properly  [E.g.  acting on the NSF reports; following up on loan documentation; researching ATM fraud; doing credit analysis]

Transactional sales people tend to be rewarded for activities in the first  category.  The time spent in the second, third and fourth categories are usually delegated to support departments.  A “hunter/skinner” relationship exists – the customer deals with two completely different sets of personnel, sales and support.  In a relationship management culture, the customer interaction is handled by one person, and the customer expects the relationship manager to do it all.  Senior management expects quality performance in all categories, in addition to meeting sales goals.  It is imperative that the front line sales people spend more time in the first category of activities to meet these goals without neglecting their responsibilities in the other three.   In Bank Technology News, Neil Levin [a partner of KPMG] estimated that allocating just 10% more resources to business developing and marketing would be roughly equivalent to having 10% to 40% more relationship managers.

A knowledge management initiative would assist relationship mangers by:

· providing a “one-stop” source of customer information – eliminating the need to go to multiple applications and departments to get the information needed

· increasing communication between various communities of practice, teams and departments

· alert them to best practices and new opportunities

· automate administrative details –  sales call and contact tracking, reports, remedial tasks

Customer Retention:
What we do not know is often as vital as what we do know.  For example:   by examining the number of customers leaving the bank we can discern that this number has been relatively constant over the past 18 months, as shown by the trend line in this chart:

	in 1998
	total opened
	total closed
	net gain

	
	
	
	

	deposit accounts
	4749
	3578
	1171

	loans
	922
	673
	249

	relationships [dda accounts]
	1986
	1377
	609

	
	
	
	

	1999 to 1Jun99
	total opened
	total closed
	net gain 

	
	
	
	

	deposit accounts
	2608
	1552
	1056

	loans
	530
	371
	159

	relationships [dda accounts]
	1129
	520
	609


We are currently showing a loss on average of 105 customer relationships a month.   To date, growth has been sustained by continually increasing the sales efforts.   These efforts could be supported by addressing the causes of closed accounts and customer departures.  Tom Peters in his book Liberation Management states that a study of 14 major companies showed only 30% of customers switch their loyalty from one producer to another because of quality or price – and 20% leave citing “too little contact and individual attention”, while 49% switch “because the attention they did receive was poor in quality.”  According to our records, about 5% of our new customers come to us because they were “unhappy” with their previous bank.  What are our customers telling their new bank?   


Uncovering and exploring issues like this would be a major focus of a knowledge management initiative.  The ability to discern customer needs, tailor products to exceed customer expectations,  and respond with speed and innovation to customer concerns would result in improved customer retention levels and higher net gains from sale initiatives. 

Cost of Implementation:
· creation of a position with the responsibility of doing internal research – identifying, codifying and implementing innovative practices into general tools and processes.  This individual would be a sounding board and informal consultant to the organization as a whole – knowing the way around information: where to find it, what to do with it, how to make it behave. 

At the outset, implementing a KMS would be the primary,  but not sole responsibility of one individual.  Other functions would include:  help desk – assisting with the delivery of KM and information related projects [providing operational support]; coaching and mentoring – responsible for assessing current levels of expertise [providing training support]; maintenance --  recording significant project/unit knowledge [providing system support] –  projected without increasing current complement. Please see attachment for more details of a KIA [knowledge / information assistant].

	Salary expense:

	grade level 10
	market value 
$37,500

	benefit expense:
	full-time, non-exempt

	 [based on 28%]        10,780

	
	
	

	estimated total:
	
	$48,220


· participation of the organization in an online conference, tailored to meet the specific needs of CFBank and formatted to address the objectives we set, e.g. branding, customer service, broad banding, team development, continuous improvement.

Obsidian Communications and Smith Weaver Smith, Inc. have each submitted proposals for the design, implementation and facilitation of the online conference open to all stakeholders in the organization [attached]. 

	Obsidian – Ward Bell
	SWS – Barbara Weaver Smith and Denham Grey

	
	

	three month program, 6 - 8 weeks of which would be the online conference
	three month conference for up to 50 shareholders

	unlimited number of participants
	facilitation / introduction of topics by SWS consultants 

	
	

	projected outcomes:
	projected outcomes:

	· workflow process evaluation with specific recommendations for improvement 
	· identifying organizational communities of practice

	· identifying blocks and impediments through focused questioning 
	· key knowledge practices and new technological skills introduced to and practiced by a critical mass of associates

	· provide instant feedback to new ideas and suggestions
	· specific action plans for relationship management and internal customer service will be completed 

	
	

	cost:
	one payment of $7,500
	cost:
	$15,000 made in three payments


I am recommending accepting the SWS proposal:  1) the longer conference time and enhanced facilitation and planning services are necessary to support the technological challenges faced by our associates;  2) the process of preparing the proposals was much more individualized to the organization’s needs; similar attention can be expected of the facilitation.

Formalize a position with the primary responsibility of:

· collecting and codifying “best practices” throughout the organization.

The power of information/knowledge lies in how it is organized: we need to capture the knowledge and then organize it in ways that our people can find it, use it, and learn from it. This individual would leverage what our associates know by providing a repository of accumulated learning from projects, pilot programs, and experiments which can be translated into new processes and implemented across the board. 

· translate strategic IT initiatives to everyday work habits

implementing new processes to utilize existing technological resources and ensure continuity of application across the organization

· do research on best practices outside the organization and industry

a global understanding comes in handy when taking on larger, more formal research projects which demand real searching, followed with an almost academic synthesis of the facts, and recommendations for courses of action.

· a sounding board and informal, internal consultant for all levels of management and acting as a filter, analyst, early-warning system, and royal data taster. 

 “We keep trying to drive change -- when what we need to do is cultivate change.”  states Peter Senge, in a recent interview with Fast Company.   Specifically needed:  monitor where the seed of change has taken hold, where it is being prevented from taking root and what limiting factors are present and how to implement solutions to the challenges of change.

· providing administrative assistance to senior management
Proposed organizational chart:  holding company functions, bank functions and other independent functions.  The new position would function at the holding company level, and could actually answer to any one of these areas.
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Exploring the Benefits of Knowledge Management

Most of us respond positively to the proposition that there is value in knowledge management. Translating that positive feeling to a bottom-line reality is the goal of the proposed exercise. 

Background

Carol Tucker and I are participants within a discussion group that is exploring some interesting facets of knowledge management. During the course of our interactions, Carol mentioned some of her proposed effort in the knowledge management and intellectual capital arenas within the Bank. 

This proposal comes out those discussions: we are proposing to use some internet-based services and facilities to explore the application of knowledge management on banking-specific problems. It is our operating premise that using the technology in a directed, facilitated fashion, that an organization can reap meaningful benefits that may be translated to bottom-line values. We believe our proposed exercise will demonstrate the validity of this premise. 

Situation Analysis

Commercial & Farmers Bank operates through 7 branches in Howard County, another in Baltimore County, and another branch scheduled to open in early 2000. A cursory review of the Bank's website shows that you offer some six "standard" commercial loan products: 

Commercial Real Estate/Mortgage 

Rental Property Financing 

Equipment/Vehicle Financing 

Computer System Financing 

SBA Loans 

Leasehold Improvement or Construction Loans 


I assume that all of the branches offer all of the above products and that there is a high degree of standardization? If that is not the case, one of our tasks will be to identify where there are similarities and where the differences lie (and why). 

The commercial loan process is an ideal one for the sort of analysis that we are proposing. While the specific process steps vary from product to product, the following represents a "typical" process flow chart for a Commercial Loan: 
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What is important to consider in the above flowchart is this: at each stage/step of the process, specific knowledge is required. Without that knowledge, the process slows to a crawl or stops. Much of that knowledge is in the hands of and under the control of the client; however, some is within the "knowledgebases" of bank personnel and it is this knowledge that you want to plan to access in a timely and cost-effective manner. 

During our workflow process evaluation exercise, we would explore the issues associated with gathering and sharing that knowledge necessary to smoothly and efficiently complete the various commercial loan product processes. 

Proposed Approach
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Obsidian Communications proposes to use the powerful combination of website(s), a conferencing system, and database technology to create and lead an on-line, brainstorming seminar. While our prime focus would be on the informational needs of those within the bank that are involved with the commercial loan process, we would propose inviting selected customers -- because they control certain information needed for the process to flow smoothly. Further, we would encourage participation by one or more representatives of your local technical partner: any new solutions that come from our effort must be integrated with the technical platform(s) that they maintain for you so their inputs are important, no critical! 

The seminar would last for 6 weeks using the advanced conferencing system from Screen Porch. Technically, we call this an "asynchronous" seminar: our use of the conferencing system and other Internet utilities allows authorized persons to access the materials at any time of the day or evening and from work or at home. The site(s) will be password protected and relatively secure; we don't expect to be sharing any sensitive or confidential materials but the process will be visible only to those invited by Commercial & Farmers Bank. 
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Obsidian Communications will take full responsibility for managing the websites and the conferencing system and for facilitating the process. Again, our prime focus will be to identify the knowledge necessary to effectively and efficiently complete the processes involved with the six commercial loan products described above. The initial effort will be to formally block out the actual step-by-step process followed. Here we will use the website to show the block diagrams and the conferencing system to discuss the issues associated with the steps. Often we find that the actual process isn't what is found in the guidelines and Standard Operating Procedures. It is important to resolve any conflicts that might exist. 

We will design and use questionnaires to supplement and compliment the conversations within the conferencing system. By integrating this process with our on-line database capability, participants will receive instant feedback to their responses. 

Obsidian Communications proposes a 3 month program: 2 - 3 weeks prior to the start of the Seminar to work with Carol on the details and logistics of the effort; 6 - 8 weeks of the actual on-line seminar; and 2 - 3 weeks of time to create and submit a final report. 

We are currently available to assume responsibility for this proposed project; please contact if you have any questions or comments. 

Smith Weaver Smith Inc.

Project Proposal for Carol Tucker

CFB

May 31, 1999

The Challenge.

CFB, with assets of $173 million, is in active acquisition mode, intending to double its assets in two years. Its goals are to increase assets and income. When assets exceed $300 million, the organization will be a fundamentally different kind of bank subject to different rules and regulations.

Carol has serious concerns about the bank's ability to sustain this growth: there is too little technological expertise, there is too little information sharing, there is too little emphasis on customer service and relationship management.

Carol and Kevin recognize the need for a knowledge management plan to reverse this trend. Kevin, however, wants to complete the two-year growth phase before implementing knowledge management strategies.

Carol has the opportunity to make a case for immediate action. How best to make that case, and what action to propose? 

The Industry Environment.

"The banking business used to have about 70 percent of the financial assets of the world. Now we have about 30 percent. Do you know any industry that went from 70 down to 30 percent of market share and survived?    [T]he share of financial assets administrated by banks is shrinking every day, while the share administrated by the General Electrics of this world is growing. Small-town bankers worried for years that Citibank would steal their business. But in the end, it was stolen by Merrill Lynch. "

                          




 Walter Wriston

In other words, some bankers did not know what they did not know. How has CFB beaten this trend? What will be the critical "difference that makes a difference" between CFB and its competitors next year? The years after?

CFB has spent the past five years mobilizing to position itself in an industry and in an economy that continue to change at the speed of light. It has embraced the information economy and created new services, employed new tools. Every department has online access.  All employees have computers at their workstations. CFB has implemented ATMs, PC banking, tele-banking , a

web site. In fact, CFB has been doing everything right. The question we pose is this:

Have you done enough of the right things to continue to outpace your competition, to secure your market position, and to sustain a doubling of growth in two short years?

The Broader Economic Environment

What Kevin Kelly dubs the "network economy" plays havoc especially with organizations that have attained a new peak or productivity. To summarize Kelly's "new rules for the new economy,"

                           (1) The emerging new network economy . . . has its own

                           new rules. Those who play by the new rules will prosper;

                           those who ignore them will not.

                           (2) Wealth in this new regime flows directly from

                           innovation, not optimization; 

                           Not perfecting the known but imperfectly seizing the

                           unknown;

                           Nurturing the supreme agility and nimbleness of networks;

                           Undoing the perfected. 

“Undoing the perfected” suggests that success is one route to failure.  Taking “time out” before the next strategic knowledge-building opportunity can be fatal.

                           (3) The threshold of significance - the period before the

                           tipping point during which a movement, growth, or

                           innovation must be taken seriously - is dramatically lower

                           than it was during the industrial age. Detecting events

                           while they are beneath this threshold is essential. (i.e.

                           knowing what you don't know is critical)

All employees should learn to detect and report “weak signals” about events, trends, that have not yet surfaced.  Front-line employees especially need opportunities and systems to report what they are hearing from the customers.

                           (4) There is no future for hermetically sealed closed

                           systems in the Network Economy. The more dimensions

                           accessible to member input and creation, the more

                           increasing returns can animate the network, the more the

                           system will prosper. The less it allows these, the more it

                           will be bypassed.

How much interaction, group learning, and cross training is taking place among management divisions and branch locations?

                           (5) The fate of individual organizations is not dependent

                           entirely on their own merits, but also on the fate of their

                           neighbors, their allies, their competitors, and the

                           immediate environment.

CBF has significant partnerships and is acquiring significant new business. 

                           (6) In the Network Economy, the ability to relinquish a

                           product or occupation or industry at its peak will be

                           priceless. Let go at the top. Promoting stability, defending

                           productivity, and protecting success can only prolong the

                           misery.

As fast as CBF is growing, “stability” can be its biggest threat.  The market demands continual innovation.

                           (7) Don't solve problems; create opportunities.

The Opportunity

In order to increase its assets and income, the bank will need to increase its competitive stance and manage risks. 

You recognize your need to improve customer service through relationship management (e.g. data mining and more effective use of technology) and to implement a sales culture (improving internal customer service, branding, transitioning from a service-driven to a market-driven business model.)

The bank is owned by a holding company and has significant partnerships with CMSC, an independent subsidiary of the holding company which houses most of the bank's technical people; Alliance Technology Group, which provides its installations and consults on long-term planning; and Universal Savings Bank, which provides merchant services. The bank has multiple branches, each with its own manager. The relationships among these symbiotic entities are not well-developed. Therefore, the bank may be vulnerable to risks its leaders and front-line employees do not see because there is no systematic plan that urges them to look.

Andrew Grove of Intel argued, "only the paranoid survive."  By that he meant that a thriving organization must deliberately, even if painfully, develop mechanisms to direct itself towards undiscovered, unknown, threats to its existence.

 Barriers to Achieving Goals

You have identified several barriers to improving relationship management within CFB: 

· Constricted flow of information within the organization

· Little appreciation for cross-fertilization of ideas across departments

· Lack of technical expertise; technical expertise resident within a very few people 

· A culture of taboos and limited perception of what's possible

· A  process of growth through acquisition, which by its nature requires the blending of disparate corporate cultures

Recommended Action Processes

For these reasons, we believe the bank has attained another strategic point in its evolution; it is presented with an opportunity to do -more of the right things.

Management and employees have the opportunity (1) to understand more about, and to believe more concretely in, the rules of the new economy, and (2) to accelerate their learning to work differently as the new economy requires.

We assume that employees cannot reasonably be expected to add more work to their current work load, so we must find a way to work differently while we are

learning to work differently! We assume also that the initial steps must be low cost, low risk steps if we are to achieve buy-in now rather than two years from now.

Creating a knowledge ecology and practicing knowledge management are the new standards of successful business practice in this economy. These practices and strategies spur innovation by encouraging employees, partners, and customers to share and document their unique understandings of the marketplace. They produce return on investment by creating and implementing systems to record and analyze critical data about the organization's knowledge of its customers, its marketplace, its competitors, its "lessons learned."

How can you introduce these ideas, concepts, and practices into your corporate culture? 

We propose that you engage Smith Weaver Smith to host a three-month virtual, online conference for CBF  managers and employees.  Through this conference, participants will learn and practice strategies of sharing knowledge, reconsider the values inherent in cross-fertilization, and understand the importance of each employee’s knowledge about customers, procedures, and practices. 

The conference will take place within an asynchronous online environment using WellEngaged 3.0 Discussions software, accessible to all participants through a web browser with Internet connection. [Please note:  the software requires Web browsers IE 4.0 or Netscape 4.0 or higher for optimal performance]. 

Participants “attend” this conference through the Internet during the course of their normal work day and, if they wish to do so and have a computer at home, after work hours.   Participants should be encouraged to attend the conference, from their personal work station or desk,  two or three times each week for 15- to 30-minute intervals

You will introduce  this conference as "The New Millennium Bank" or "Banking Beyond Y2K" or whatever strikes your fancy. The explicit format and topics will be developed in consultation with your sponsorship team. I believe it will be

important to conduct some "real" work in this environment (e.g. substituting for meetings or a task force assignment) as well as to offer a lively discussion of banking in the network economy.

In this conference, SWS consultants Barbara Weaver Smith and Denham Grey will introduce and facilitate a series of topics designed to awaken people to the opportunities inherent in knowledge ecology and knowledge management practices. The conference will include a “hospitality room” where participants may exchange lighthearted conversations and become accustomed to the process of web-based conferencing , a library or” reading room” where articles, graphics, and web site links can be housed, and an “exhibit hall” featuring participation by your partners. 

Once people are acclimated to the environment, SWS will introduce a small number of "workshops", facilitated discussions on specific topics such as customer service, creating a sales culture, and communities of practice.  CBF participants will suggest topics that hold the most promise for a rich exchange of ideas and innovations among the CBF staff and partners.

As part of this conference, SWS will introduce participants to an array of web-based communication tools, including real-time Internet meetings, shared whiteboards for project planning, file sharing and message boards for project management.

Outcomes

By the end of the three-month conference, CFB can expect to achieve the following outcomes:

You will understand the communities of practice within CFB and how they contribution to corporate culture, knowledge, and quality.

You will have introduced  key knowledge management practices to a critical mass of employees and provided them practice in sharing knowledge in order to innovate and improve processes, attitudes, and customer service.

Participants will have developed specific strategies, plans, or projects to enhance CBF’s relationships with its customers and to enhance internal customer service. Leaders for these initiatives will have been identified. 

Your staff will have new technology skills for improved communication and learning.

CBF will experience an improved environment for continuous learning and

innovation.  There will be a foundation of shared understanding about sales, marketing, and customer relationships on which you may build new systems for gathering and using customer data to impact positively the bank’s growth and income.

Advantages of a Web-Based Conference for Employees

You achieve powerful, engaged, collaborative training without disrupting normal work schedules or taking people away from their desks.

You incur no costs for travel, meals, meeting space.

Everyone who chooses to participate may do so.

Training extends over a significant period of time, allowing for the reflection and practice that yield true insights and changed attitudes.

The Cost of NOT Implementing a KMS:
· bottom line:  The economic and social costs of low-performance cultures [1977-1988]

	
	average for 12 firms with 

performance-enhancing cultures

%
	average for 20 firms without

 performance-enhancing cultures

%

	revenue growth
	682
	166

	employment growth
	282
	36

	stock price growth
	901
	74

	tax base [net income] growth
	756
	1


Corporate Culture and Performance

by John P. Kotter and James L. Heskett

· effectiveness:
“Banks are very inefficient but the problem lies principally on the revenue rather than the cost side. A 1993 study in the Journal of Finance concluded that banks can achieve ROAs between 2.6% and 3.7% based primarily on output improvements. Too many banks fail to fully achieve their revenue-producing potential.

…Most banks lack the management information they need. A recent Ernst and Young study showed that only 24% of all banks can analyze profitability by customer, 32% by product, 37% by branch and 43% by line of business. Far fewer banks can determine the risk-adjusted profitability of their activities. It is difficult to see how management can make informed decisions about where to invest resources if they do not know where they are making money. 

…While combining organizations and cutting costs is not easy, it is far more difficult for bankers to do what they really need to do, which is radically reshape their outlook, their way of doing business and their culture.”

 From USBANKER  article:  Merger Boom’s Big Lie
by Susan Webber

· lost opportunities:  early success in change efforts

	Firm:
	results within first two years

	American Express TRS
	profits up despite more competition

	Bankers Trust
	profits up substantially

	British Airways
	losses stopped.  Firm profitable again

	ConAgra
	losses stopped.  Firm profitable again

	First Chicago
	profits up substantially

	General Electric
	profits up; stock price doubled

	ICI
	profits up substantially

	Nissan
	little visible improvement

	SAS
	losses stopped.  Firm profitable again

	Xerox
	return on assets up substantially


Corporate Culture and Performance

by John P. Kotter and James L. Heskett

90% of an organization’s knowledge is tacit; only 10% is explicit.
	current knowledge, skills and abilities
WHAT I KNOW

 
	available resources
WHAT I KNOW

I DON’T KNOW



	
WHAT I DON’T KNOW

I KNOW
unrecognized strengths

resulting in lost opportunities
	
WHAT I DON’T KNOW

I DON’T KNOW
the highest level of potential risk
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