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Abstract:
This paper discusses various managerial practices that constitute Knowledge Management and
makes an exploratory evaluation of these elements within the context of companies active in Brasil. The
best managerial practices identified are used to effect field research with 587 managers of large and
medium-sized companies active in Brazil. The answers indicate the existence of three clusters of
companies:1) the Companies that Learn; 2) The Traditional Companies and 3) The Small Laggards.
The conclusions of this thesis suggest that the management practices which are related to effective
Knowledge Management are strongly associated with better business performance.
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Introduction

§
§
§
§
§

There is nothing new about the fact that the knowledge resource plays a pivotal role in human,
business and national development. What is new, however, is the speed with which companies must
gather, generate, disseminate and store new knowledge. In a not too distant past, the challenge was
simply to produce more, better and cheaper. Now companies almost inevitably have to make innovation
a permanent mission. “Knowledge Management” involves, thus, the management of all the
organizational processes and functions that can have an impact on the innovation process and on the
leverage of different sources of knowledge to respond to customer needs. The literature on
organizational development presents numerous approaches to “Knowledge Management”:
Individual and organizational learning (organizational culture);
Relationships between employees, different areas of the company, different companies and the
environment;
Development of individual and organizational competencies;
Mapping, codification and sharing of organizational information;
Connectivity among employees;
Leveraging of recent advances in IT and telecommunications;
Measurement of the intellectual capital of the company.

§

It is also important to highlight some of the taxonomy (Nonaka & Takeuchi, 1995) for knowledge in
organizations. According to the most recent literature, knowledge can be:
Individual or collective;

§
§
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This paper summarizes the results of our Ph.D dissertation with same title defended at the University of São Paulo
on March 26th, 1999 (Terra, J.C., 1999).
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Implicit (tacit) or explicit;
Internal or external.;
Stock or flow.
We believe that these various approaches and taxonomies complement each other. This article
acknowledges their different contributions and seeks to highlight management practices that are in line
with the main conclusions of theories about learning, creativity, intuition and tacit knowledge. In our
opinion, the main findings related to these theories that practitioners should pay attention to are: the
relationship between emotion and reason, the need to experiment and the importance of being exposed
to different perspectives (Amabile, 1998; Damásio, 1996; De Masi, 1999; Kneller, 1978; Polanyi,
1997).
“Knowledge Management”, on the other hand, is intrinsically connected to the capacity of
companies to use and combine the various sources and types of organizational knowledge to develop
specific competencies and innovative capacities, which translate permanently into new products,
processes, management systems, customer responsiveness and market leadership. Having said that, we
believe that the main source of knowledge and competitive advantage of companies is their human
capital, the tacit knowledge of their employees. Tacit knowledge is difficult to imitate, copy or “reengineer”. It is both individual and collective, takes time to build and is, in a sense, invisible, since it
resides inside “people’s heads”.
“Knowledge Management” implies, according to this view, the adoption of management
practices compatible with the principal findings about individual learning and creative processes an the
systemic coordination of efforts at various levels: organizational and individual; strategic and operational;
formal and informal. Figure 1, below, highlights several levels and dimensions of management practice
that we relate to “Knowledge Management” (Nonaka & Takeuchi, 1995). According to this model,
“Knowledge Management” may be understood through seven dimensions of management practice:
1. The critical role of top management in defining the knowledge fields in which the organization should
concentrate their learning efforts, clarifying business strategy and establishing challenging goals
(Nonaka & Takeuchi, 1995 & Senge, 1990);
2. The development of an organizational culture geared towards innovation, experimentation and
continuous learning and committed to long-term results and the optimization of all areas of the
company should be one of the fundamental concerns of top management. In this sense, decisions
regarding which formal and informal norms are to be encouraged and supported become highly
strategic.
3. New organizational structures and work organization practices are emerging to overcome the limits
to innovation, learning and the generation of new knowledge that are imposed by the traditional
hierarchical-bureaucratic structures. Several leading companies in various sectors and different
countries are adopting innovative organizational structures that are based, to a large extent, on the
work of multidisciplinary groups with a high degree of autonomy;
4. Human resources management policies. In particular the following initiatives stand out:
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Improving the capacity of organizations to attract and keep people with abilities, behaviors and
competencies that add to their (value) knowledge stocks and flows. This occurs from the moment that
companies adopt extremely strict selection processes (Sveiby, 1997) and seek to increase the diversity
(Leonard-Barton, 1995; De Masi, 1999) of backgrounds in hiring;
Encouraging behavior attuned to the requirements of individual and collective learning processes, as
well as those that safeguard the strategic and long-term interests of the company with respect to the
strengthening of its core competencies. Thus, the singling out of career plans and training that
expand experiences, as well as contacts and interaction with other people in and outside the
companies;
Adopting wage structures associated with the improvement of individual competencies and the
performance of the group and the company as a whole in both the short- and long-terms;
5. Advances in computing, telecommunication technologies and information systems are affecting
knowledge generation, dissemination and storage processes within organizations. The importance of
opportunities made available by technological progress is recognized, but the role of personal
contacts and tacit knowledge in the organizational learning processes and the maintenance of an
environment with a high level of confidence, transparency and collaboration are still considered to
be essential;
6. Recent efforts to measure results from various perspectives and their dissemination throughout the
organization. Current findings and efforts of authors and companies concerned with assessing
various dimensions of intellectual capital should be especially emphasized (Edvinsson & Malone,
1997; Sveiby, 1997);
7. The growing need of companies to engage in processes of learning with the environment,
particularly, through alliances with other companies (Alcorta & Plonski & Rimoli, 1998; Lastres,
1993) and closer relationships with clients (Marquis & Myers, 1969; von Hippel, 1981 apud
Kanter, 1996).
Elaborating on the logic, coherence and systemic nature (Senge, 1990) of the premises
associated with each of the plans and dimensions mentioned above would be an endless exercise and
beyond the scope of this article. We contend, however, that an overlap exists between “micro”
(individual and group), “meso” (organization) and “macro” (environment) analyses.
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Figure 1
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Methodology used in field research
The conceptual model used in the field research is shown in Figure 2. According to this model,
41 characteristics2 of effective “Knowledge Management” (listed, further on, in tables 1-A and 1-B and
grouped according to the dimensions of the model shown in Figure 1) are correlated with better
business results (measured by market position and recent performance in terms of changes in market
share). In our study we also evaluated the extent to which the answers about management practices
related to “Knowledge Management” are affected by the characteristics of the respondents (area of
work, length of experience and position), the type of company (origin of capital, size and level of
exporting activities) and the market in which the company operates (business sector and degree of
market concentration and of the impact of the opening of the economy).
To conduct this field study we sought help from several institutions3 operating in Brazil that focus
on enhancing the management skills of companies’ middle managers and top management (directors).
Although this procedure was clearly not probabilistic, it allowed us to reach a highly qualified public that
is probably representative of the universe of middle- and large-sized companies that operate in Brazil4.
The questionnaires5 were filled out individually by the respondents:
2

Each of these 41 characterisitcs were widely discussed in our Ph.D dissertation
This research benefitted from the help of the following institutions: ANPEI, Business School São Paulo, CENEX,
ESPM/ITA, FEA-MBA/USP, Fundação Dom Cabral, Michigan University-Amcham/MBA, PUC-MG/IEA, UFMG
4
Close to 60% of all respondents worked in companies with revenues in excess of US$ 100 million.
5
The questionnaires were answered between November 9th and December 18th, 1998, usually in the presence of the
author or a university professor
3
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In the first part of the questionnaire we sought to qualify the profile of the respondent (3 questions)
and the company (10 questions), using closed multiple-choice questions.
The second part of the questionnaire had 41 questions that sought to qualify “Knowledge
Management” in the company. In this section a five-point Likert scale was used (an odd number
was chosen to provide a neutral value).

§
§
§

Subsequently, we carried out several descriptive and multivariate statistical analyses of the data:
Descriptive frequency analysis;
Cluster analysis;
Independence tests between the control variables (profile of the respondent and the company) and
the resulting clusters6.

The reliability of the research instrument was evaluated with partial statistical analyses: in other
words, as we received the questionnaires, we carried out statistical analyses. The first analysis occured
with 88 questionnaires, the second with 244 questionnaires, the third with 535 and the fourth with 587
questionnaires. The results remained similar on all occasions. We could not, however, measure the value
of the sampling error, since it was not a probabilistic sampling.
Results
Using the procedures described above, we carried out the cluster analysis and arrived at a solution with
three groups involving a total of 571 cases:
§

§

§

6

The first group (G1), which we named Learning Organizations, comprises 166 cases and is
characterized by having, in general, a greater degree of agreement with respect to the 41 sentences
related to “Knowledge Management”. According to the respondents, companies in this cluster
performed better recently, export more than companies in the other two clusters, are among the
largest companies included in the research and are predominantly market leaders. Furthermore, this
cluster has the greatest concentration of companies with foreign controlled capital and that operate
in technology- and knowledge-intensive sectors (the electronic, computing and pharmaceutical
sectors).
The second group (G2), which we called Traditional Companies, includes 266 cases that, in
comparison to the first group, have not had such favorable recent performance, are less committed
to foreign markets and have predominantly domestically controlled capital (private and stateowned). Their profile also shows less conformity than the “Learning Organizations” cluster with
respect to the answers on “Knowledge Management” practices.
The third group (G3), which we named Small Laggards, comprises 139 cases that demonstrate a
high-level of disagreement with the practices associated with “Knowledge Management”. These
companies are almost opposite to the companies in the first cluster: they are predominantly

The following non-parametric tests were used: tau de Kendall, Gama, Spearman for ordinal variables and Phi, Cramer
e Coeficiente de Contingência for nominal variables. This procedure is recommended by Hair et alii.( 1995)
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nationally-owned; show the smallest recent gains in market share; are most frequently in third place
or lower in terms of their market position; are among the smallest companies in the research; and the
great majority do not partake in exporting activities.
Figure 2: Conceptual model of the field study
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In Table 1, below, we compare the profiles of the companies of the two most distinct clusters:
the “Learning Organizations” and the “Small Laggards”. We have selected only the variables with
statistically significant differences that proved to be relevant for developing the conclusions about the
field research.

"Small laggards"

"Learning organizations"
72%

Firms in cluster reporting market-share gains
over last 5 years

39%
55%

Market leaders in cluster

35%

Firms in cluster whose exports > 5%
revenues

42%
20%
38%

Firms in cluster with annual revenues > US$
1 billion

22%
48%

Foreign-owned firms in cluster

37%
27%

Knowledge-intensive firms in cluster

13%

6
0%

20%

40%

60%

80%
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Table 1: Profile of the companies in the clusters

But, what were the management practices evaluated (second part of the questionnaire)? And
what was the profile of answers for each cluster? To answer these questions we will only compare, due
to space constraints, the profile of the two clusters (defined by the centroids of each of the questions),
with the most distinct answers: the “Learning Organizations” and the “Small Laggards” (see Tables 2-A
and 2-B, below). The centroids of the “Traditional Companies” were located at an intermediate point
for all questions.
Tables 2-A and 2-B demonstrate how, generally speaking, the respondents of the “Learning
Organizations” agreed that the management practices associated with effective Knowledge
Management are prevalent in their respective companies, while managers and directors of the “Small
Laggards” did not believe that these same practices are widely disseminated throughout their
companies.
The results of the independence tests for the variables that define the companies’ profiles (as
discussed in the section on methodology) strongly indicate that the companies’ recent performance
variable was what most influenced the division of the clusters. This variable was closely followed in
importance by the variables relating to company participation in exports, market position and size.
Furthermore, there were important signs that both the origin of a company’s controlling capital and the
economic sector where it belongs also influenced the separation of the companies into distinct clusters,
although not as strongly as the previous variables.
The length of the respondent’s professional experience and their hierarchical position also
influenced the profile of the answers and, therefore, the separation of the companies into groups.
Although less significant than the above-mentioned variables related to the general performance of the
companies, the influence of the respondent’s profile cannot be ignored. It was found that the higher the
seniority of the respondent, the greater their tendency to make a more positive analysis of their
company’s “Knowledge Management” practices. The functional area of work of the respondents did
not have a relevant impact on group formation, nor did the two variables related to the prevailing
conditions of the market sector in which the company operates (degree of impact of the opening of the
economy and of market concentration).
Conclusions: final comments on the challenges related to “Knowledge Management”
In this paper we sought to associate “Knowledge Management” with the evolution of
organizational theory itself. Our approach to “Knowledge Management” involves more than suggesting
the adoption of a few management practices, several of which are listed or described throughout this
paper. It also emphasizes that organizations must cultivate a high degree of understanding,
encouragement and even empathy with the basic human processes of creation and learning, both
individual and collective.
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As final conclusions to this study, we would like to highlight that:
§

§

§

The management practices that are related to effective “Knowledge Management” and
consequently, to encouraging learning, creativity and innovation in an organizational context were
strongly associated with improved business performance;
“Knowledge Management”, as defined in this paper and illustrated by the various management
practices evaluated, seems to be particularly relevant and more prevalent in the knowledge-intensive
sectors and those geared more towards foreign markets;
The management practices of nationaly-owned companies seem to be less aligned with those
associated with effective “Knowledge Management”.
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Table 2-A: Comparison of the profile of the answers about management practices of the “Learning
Organizations” and “Small Laggards” clusters
Small laggards

"Learning organizations"

I) STRATEGIC PLAN (TOP MANAG.)
Clear definition of "core competencies"

4.3

3.0

Strategy widely disseminated

4.1

2.1

4.3

Organization is constantly inspired by "challenging goals"

2.7

II) ORGANIZATIONAL CULTURE
4.3

Mission and values are frequently promoted

2.4

High degree of trust; pride in working for the firm

2.4

People aren't focused only on short-term

2.4

4.3
3.8
4.0

Experimentation and "trial and error" are stimulated

2.2
3.7

Intellectual honesty is highly appeciated

2.0
3.5

Employees aren't worried only about their own work area

1.9

Time recognized as important resource for innovation

4.1

2.7

Important achievements are celebrated

4.1

2.3

Discussion of "silly" ideas is allowed

4.3

2.7

High degree of tolerance for jokes and humour

4.0

3.0

III) ORGANIZATIONAL STRUCTURE
Constant use of highly autonomous multidisciplinary teams

4.0

2.2

Frequent small reorganizations to adapt to competitive
environment

4.1
2.7
3.3

Frequent informal meetings/brainstorms outside office

1.7
4.1

Use of open layouts; few status symbols

2.4
3.4

Agile decision-making process

1.6
1.0

2.0

3.0

4.0

Escala: (1) Discordo totalmente; (2) Discordo; (3) Concordo parcialmente; (4) Concordo; (5) Concordo
Scale: (1) Totally disagree; (2) Disagree; (3) Partially agree; (4) Agree; (5) Totally agree
totalmente
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Table 2-B: Comparison of the profile of the answers about management practices of the “Learning
Organizations” and “Small Laggards” clusters (continued)
Small laggards

"Learning organizations"

IV ) H U M A N R E S O U R C E S P O L I C I E S
4.0

Very rigourous hiring process

2.5
3.8

Search for diversity

2.2

C a r e e r p l a n n i n g t o p r o v i d e e m p l o y e e s w ith
different experiences

3.8

1.8

4.2

High level of investment in training

2.0

Support for learning through internal/external
netw orks

4.1
2.1
3.7

Salary evolution related mostly to skills not title

1.9

Extraordinary results formally
recognized/rew a r d e d

4.0
2.0

Remuneration partly based on team
performance

3.6
1.7

Most employees rew arded through profit
sharing

4.2
2.3

Most employees rew arded through stock
options

2.1

1.3

V) INFORMATION SYSTEM
3.6

Communication efficient in all directions

2.0

Ample access to company
know ledge/databases

2.0

3.7

Great incentive to document company
know ledge

3.8

2.2

V I) MEASUREMENT OF RESULTS
4.3

Projects/results evaluated by various criteria

2.7

Results w idely disseminated internally

4.1

2.0

V II) LEARNING THROUGH PARTNERSHIPS
Many informal/formal mechanisms to learn
from clients

2.5

F i r m p r o a c t i v e e s t a b l i s h i n g p a r t n e r s h i p s w ith
other firms

2.5

4.0
3.9

Alliances linked to important learning strategies

3.4

2.0

F i r m p r o a c t i v e e s t a b l i s h i n g p a r t n e r s h i p s w ith
universities

3.2
1.8
1.0

2.0

3.0

4.0

Scale: (1) Totally disagree; (2) Disagree; (3) Partially agree; (4) Agree; (5) Totally agree
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