KM, Knowledge Transfer and Outsourcing

Discussion thread from ActKM community

May, 2006

<Ed.note: some minor punctuation additions have been made to enhance clarity.>

Summary:  

Outsourcing and related two-way knowledge transfers were identified as one of several current trends in KM.   The issues discussed include:  

· how knowledge is/can be transferred

· resistance to knowledge sharing caused by workers’ fears that they are giving their jobs away

· “shadowing” employees

· the cost and effectiveness of knowledge transfer

· KM’s potential to improve outsourcing

· the incorrect application of manufacturing models to KM

· outsourcing processes leads to a new KM dynamic since knowledge is not static or cached

· how some organizations hedge their bets

· the high cost of transferring outsourced knowledge back into an organization

· the benefits of multi-sourcing to improve knowledge sharing

Discussion:

The question raised by Naguib Chowdhury was in relation to a short paper he is writing on “...on the current trends in KM,” with current defined as the last 5-6 years.  

Kaye Vivian suggested knowledge transfer: 

“One KM trend I have been seeing relates to outsourcing and the need for "knowledge transfer" in both directions.  A company that is outsourcing work needs to provide a database of information for the offshore company to use, and the offshore company needs to update it or create a new database that can be passed back to the outsourcing company in the event they later choose to bring the processes back under their own roof, so to speak.  While this overall process might rightly be considered "information management", the processes that go into collecting and capturing what is put into the database(s) on both sides of the ocean are KM processes -- communities, technology, processes, capturing stories/anecdotes, taxonomy, search/find, expertise location, strategy, rewards and recognition, content management, ROI, etc.”

David Snowden replied:

“Outsourcing raises many of the issues in KM, including the major question of how knowledge is transferred and, critically, IF IT CAN BE at a reasonable real cost

For example, in one recent case, a group of systems programmers were asked to identify all the skills and expertise prior to a transfer of their work to the Indian sub-continent.  In particular, they were asked to identify which operating systems they had experience of using.  Now, there were several issues here:

1 - why would they co-operate in a process at the end of which they were going to loose their jobs?

2 - the wrong question was being asked - it should have been "which versions of which operating systems on which hardware, with which applications, and for how many years"

In practice, as I told them – don’t worry about your jobs, the company will have to re-employ you as sub-contractors when things start to go wrong.   If you have ever seen a good systems programmer holding up a cluster when things are going wrong, you will know what I mean.  They are operating at a near instinctive level. Shifting that to process, or even talking about it as a problem for a database, misses the point about the nature of knowing.

So I would qualify what Kaye has said - we need good knowledge management processes to determine what can out outsourced (and I and others would argue that is a lot more limited than people realise), and how many people need to be involved in the transfer - either way.  I think that if people worked this out, the mathematics of outsourcing would be very different.”

Kate Muir then said:

“As Dave has said, there is an almost instinctive feel that really good IT people have about their system.  The story I always tell is I had a Network manager working for me who had a problem with our network.  We advised both the network programmer and the telecom engineer of the problem and what she thought the problem was.  Both (males by the way!) pooh-poohed her ideas and said it was something else.  Two weeks, yes, two weeks later, they came in, not even shamefaced, to tell me that they had finally fixed the problem, when asked what it was said, 'oh yes, what she said'.  

Outsourcing has been all the rage here in govt, as I am sure you are aware, however, I don't think the mathematics actually come into it, as it was driven by political will, rather than anything anyone here could actually say about what would be lost.  One department, who shall remain nameless, in the first year of outsourcing infrastructure spent their entire IT budget on the outsourcer, that is, all the applications development dollars as well.   Never did find out what their IT is costing now, but it’s an extraordinary amount by comparison to what it was.  The only reason it was stopped from wholesale outsourcing was a report done by a special independent consultant that the pollies themselves finally brought in.  It is still going on, but for all sorts of nefarious reasons, that don't bear close examination, and certainly not into the financials. 

Some of the outourcing companies are also struggling to make good financial returns as well, and having trouble keeping people.  All in all, 'not a good look' as the youngsters say.  Knowledge transfer would be minimal from where I look at it.”  
Greg Timbrell said:

“I have also done a lot of work in outsourcing, and agree that a KM perspective has potential to improve things across the complete outsourcing and offshoring lifecycle: selection, planning and implementation, operation, re-integration.

There are substantial changes in the outsourcing / offshoring market happening.  Wages are rising in some low cost centres in India as the pool of workers move from one company to another - turnover figures are horrendously high because companies continually poach others workers (following their having developed the generic skills useful to other firms).  In new offshoring centres in China, however, they are finding skills difficult to source.

Larger companies are turning their attention to global skills strategies that are, in turn, affecting their delivery models, offshoring strategies and ultimately workforce development models.  Lots of KM work happening here.

The effects of offshoring are affecting university and other tertiary IT directions as lower level skills move to arbitraged centres - this will create some temporary shortages of skills in the IT industry, as potential students, the opportunists, look at other career options.  The shortages will drive more outsourcing!

Outsourcing and offshoring will eventually reach into the public sector IT market.  It already has via third parties.

Knowledge strategy around these issues will be badly needed.  If you are a consultant and looking for a new area...”

Kaye Vivian added:

“Good comments on the outsourcing issue.  I wonder if people have different points of view on knowledge management and outsourcing by geography.  Do Europeans or Asians see the issues differently from North Americans or Australians, or have unique concerns related to knowledge transfer?  How do outsourcing vendors view and use the so-called "knowledge" they receive from their customers?  Is it worthless?  Is anyone doing a good job of knowledge transfer related to outsourcing? Has anyone done any presentations or research that they can share?”

Patrick Lambe said:

“Good article in CIO Magazine "Lost in Translation" on KM issues in outsourcing

http://www.cio.com/archive/071504/translation.html “

Paolina Martin added:

“I see what you mean about "the company will have to re-employ you as sub-contractors when things start to go wrong".

In a slightly different vein, I know of a world-class organization secretly "engaging" several of the staff of the company it has outsourced its call centre operations to.  That way, if anything goes wrong with the call centre operator, the staff are assured of their jobs, the company retains knowledge and can sustain operations until things are sorted out again. It leaves principles to be somewhat in question though.  

I wonder though if outsourcing companies already know of these risks and have their own "outsmarting" strategies in place?”

Matt Moore said:

“In a previous job, I worked with a bunch of guys (and they were mostly men) in India who were working on outsourced application maintenance projects for clients in US, Europe, etc. And I have to say they "got" KM. They were hugely eager to learn about the businesses they were working for. They formed communities for themselves around key industry topics that put the rest of the business to shame. And they reached out to consultants, salespeople & programmers around the world with their own knowledge.

The turnover rates in India & China are crazy, and outsourcing is not the panacea made out by some (interestingly, there is still a lot of onshore outsourcing going on). But I'd rather work with those Indians than the Australians any day ;-)”

Kaye Vivian said:

“Are there any unusual or effective techniques you know about that outsourcing companies are using to gather knowledge? 


One company I know spent months interviewing several large Indian outsourcers, and in the end, what appealed to them most was the technique of "shadowing" workers to capture the daily steps and procedures of the workers (in this case, Cobol mainframe programmers, most of whom were near retirement).  They proposed to send a team of Indian workers in to follow a predetermined slate of programmers through their days over about three weeks.  As the worker did his/her job, the Indian outsourcer would make notes and ask questions, and basically write up a procedures guide for each person's role.  All these writeups were to be put into the outsourcer's proprietary database system, and referenced when questions came up. 

What appealed to the employer about shadowing employees was: 

**  Many of the programmers had been doing the same job on the same system for more than 20 years, and had lost initiative to improve what they did every day 
**  All of the programmers complained they were too busy to document their work (there was an element of job protection there, too...if it wasn't written down, no one else could do it) 
**  These important systems would finally be documented.  Too often repairs, quick fixes and shortcuts made were permanent, and the only person who knew why it had been done that way and what it affected was “Bob, who retired last November”. 
**  They thought it liberated them from the tyranny of key employees who made a career path of retiring as soon as possible and returning at about double their salary as a consultant to do the same job (though this point was only mentioned unofficially in small meetings) 

In the end, the cost was so prohibitive that the employer decided not to spend the money for shadowing, and to start by having the workers write down how they do their jobs and who they call for what.  I don't have to tell you how effective and complete that was.  As Dave said, why would workers tell everything they know so they can be replaced?  There were also some concerns about who would own the "knowledge" gained from the shadowing process if it were only available from the vendor's system.”

David Snowden said:

“Good point here and it would not surprise me to see similar examples,

Let me widen the debate for a minute.   There are three big shifts or movements in organisational theory of the last 30-40 years (my opinion) that have shaken things up in such as way that it is difficult to return.  I don’t include things like the Learning Organisation or the Quality movement, both of which had a big influence but did not change the structures.

The three things are:   Business Process Re-engineering,  Outsourcing and the massive growth of the big consultancy firms (and their increasing focus on technology).

Now all three are based on an assumption that any KM professional knows to be wrong—namely, the assumption that knowledge can be fully codified.  All three got their growth out of manufacturing (a closed system which can be largely codified), but then extended their range to cover services using a manufacturing model.

Maybe, just maybe, the world is finally waking up to the reality of using these manufacturing models and mechanical metaphors as the failures are starting to become visible.   BPR is having a late revival in Six Stigma, but that’s rather like the extreme religious movements that arise towards the "end of days," so extreme that it points up the deficiencies of the belief system by taking the ideas (in this case measurement) to excess.   Outsourcing is starting to creak at the seams, and its growth is Government.  Now given that Government adopts things as industrial best practice, just when industry realises they don’t really work as well as was claimed, is an additional sign of failure.  The growth of small consultancies (our own open source movement for them) and the increasing cynicism around the claims of large consultancy firms who(se) partner-consultant ratios will now only sustain an industrial, rather than an apprentice, one.

If so, when we look back in twenty years time, will everyone see these three as a temporary blip, something that disrupted life unnecessarily but then (thanks to KM) we realised the error of our ways?”

Kelly Ann Green said:

“My state (Virginia, US) is the first state to go the outsourcing route. The only reason my particular agency still has a tech services dept. is because we are an independent government agency that does not report directly to the governor.

 

The employees were offered the choice of staying on as state employees, or leaving state w/incentive and possibly being hired by the sourcing co. Many, but not all, due to streamlining, were rehired into their own jobs. I think hiring previous employees would be the only way to help with the transfer of knowledge. Note my state has outsourced, not offshored -- here in the US the two are not always the same. Is this true elsewhere as well?

Other states are watching mine carefully to see how it works.”

Priyadarshini Banati added:

“I would like to reply to your email below (even though I know I am not qualified to understand all of what is being said and what it means.)

 

With regard to Outsourcing, we continue to stress on the knowledge of those who will lose their jobs -- but are we also not choosing to see that when processes are outsourced, the people working on the job are also generating knowledge around that particular area.  While at the initial phases of outsourcing there could be a perceivable drop in 'value' (mostly because of what has already been mentioned in this email string - not enough analysis on what needs to be outsourced) - as work transfers over, there could be a point when the outsourced model delivers better than the original model. 

It has to do in my mind about the fact that knowledge is perhaps not stagnant, nor cached - but dynamic, and, in addition, can be generated.  Also, there is no linear progression of knowledge -- stages of improvement per say -- (akin to manufacturing process lines) and hence, one cannot say that because knowledge is not codify-able, it is lost upon the exit of that particular person (s). 

Additionally, what is knowledge to someone today is not necessarily knowledge to a person five years down the line.  The speed of adoption plays into this as well - doesn't it?

For example, a child born today grasps far more than a child born 5 or even 10 years ago --to use a very basic example.

 

Secondly with regard to BPR - to a businessman, knowing that his employees 'know' isn't much if he can't see them using their know-how to improve profit by either making their process more efficient or effective or both.  How can this die out as a concept? 

 

I am all for the death of the manufacturing models and for more creative models of improvement and the circulation of knowledge -- but I don't see these the first two (outsourcing and BPR) as blips that unnecessarily disturbed the existing organization theory structures. 

The challenge of converging technology is in what it will ask from us people, and about how we decide to 'change'... As a KM professional, this is where I feel we're most useful.

 

I do work for a large consulting organization increasingly focused on Technology :D -- I wouldn't be that perturbed if this 'phenomenon' was a blip, given the mentioned ratios and several other perceived cynicisms! :D

David Snowden replied:

“Its an interesting reply.  My comments would be:

· yes, knowledge is not stagnant, new people working on a project will give new insight.  However, that is not the point being made.  Outsourcing is not sold on a loss of service in the first year, its sold on improved service and added value.  The argument of myself and others is that substantial knowledge cannot be codified, so it’s not a failure of analysis.   I would agree that outsourcing would work for commodity services, but those are few and far between.  The normal cycle of staff turnover can provide renewal.   My own (and increasing view) is that outsourcing does not stack up as an economic proposition if all of the factors are taken into account.  The ideas elsewhere of apprentice modeling or shadowing can mitigate things - but the cycle time has to be a lot more than 3 weeks.

· Given that much outsourcing relates to legacy systems - where there is no renewal of knowledge - the problem of knowledge loss is worse.

· BPR is useful applied to manufacturing process and to certain stable aspects of the rest of the organisation.  It fails when it relates to service issues.  BPR is about efficiency stripping away what appears not be needed to the bare essentials.  The net result is a non-resilient system that has little adaptive capacity.  The Businessman needs to employ and motivate staff who can improve profit - measuring and structuring everything they do has the opposite effect.   It can (and is) dying out as a universal prescriptive process. 

· history will prove one or other of us right on BPR and outsourcing

That said - the alternative to outsourcing is not the traditional hierarchical firm.  My own view is that nodal networks with interdependent partnerships are the likely replacement.”

Greg Timbrell said:

“assuming its a bigger outsourcing deal...

the principal method that an outsourcing company gathers knowledge is through the transfer of people from the outsourced firm into the outsourcing vendor (OSV).  The way they manage the 'why should we help those people take our jobs mentality' is often to take on everyone and weed out who they don't want after that - this provides the incentive to perform or bail out of your own free will.  Interestingly, it is common for the OSV to disperse the people across various customers, breaking up the team to enable better enculturation and making any reintegration more difficult.

the second strategy employed by OSVs is to standardise the service to their own levels.  This is a common complaint of customers after they have outsourced - that the OSV no longer provides the flexibility of an insourced arrangement / or they charge more / take more time to / make custom changes to the system offering.  It steps around the need to gather the K that is particular to the firm and provides greater efficiencies in the OSV.

My experience is that any problem with transferring K to the OSV is miniscule compared to trying to get it back!

Some years ago I managed the transfer of the management of telecommunications from one OSV to another.  Essentially, the service entailed managing centrally all aspects of telecoms provisioning, billing and maintenance from various telecoms providers to a State Govt.  The OSV was shutting down operations in Australia and we had to find an alternative provider - after 5 years of an outsourcing arrangement there was little capacity to do this in house.  The contract with the old provider was complex and we fought over ownership of the data.  Throughput was well in excess of $100M spent in mostly small amounts (eg. local calls of 15c, long distance, mobiles, data etc.).

We eventually settled on a new OSV but they ended up with poor data quality from the old OSV on the 200,000 lines - we had a lot of phantom lines that we were being charged for but didn't know who they were ie. when we called there was no answer.  This is the type of thing that causes disputes in these contracts.

Some genius in the new OSV decided to cut some of these off to see what happened!  One of them was a remote tide sensor used for shipping.  Another was an intrusion detection line for a highly secure area.  Needless to say there was a little friction across the parties.

The OSVs are now moving into new territory.  We have recently signed a deal to train InfoSys people in India and New York (your home town right?) and some other places around the world.  They can no longer depend on their traditional service offerings to grow and are in a better position to leverage their K assets into new markets.  It is a very interesting space.”

Laurie Lock Lee added:

“Let me add a sophistication to the KM and outsourcing challenge...and that is called multi-sourcing. Like outsourcing, the maths don't seem to matter as the herd mentality has taken over. If we put the business motivation aside and just consider the KM challenge...we have a client who is selectively outsourcing its business to multiple suppliers, many of whom compete in the open market. Rarely are the pieces of work entirely independent, hence, to be effective the multi-sourced suppliers need to happily work together, sharing their knowledge with the client and each other to come up with a viable integrated solution. Clearly there is little motivation on the vendors' parts to do this and the client will have trouble enforcing co-operation through contracts...though this jig saw puzzle mentality continues. So what can KM contribute? I believe that the buyers will need to look beyond the 1st layer of "best of breed" suppliers to look for "clusters" of suppliers, where re-existing knowledge sharing / alliance relationships already exist. What may be lost in selecting the 2nd or 3rd best vendor for a given product/service could be more than made up for by the employing the right cluster of vendors that are at least motivated to work together.

I've written an article on the use of what I call "Industry maps" that can help clients identify alliance clusters...if anyone is interested in reading it just drop me an e-mail.

Kelly Ann Green replied:

I am most interested in reading this in relation to a personal venture! It seems that this approach would also work within business arrangements wherein a business decides to source certain aspects of their business from the beginning. In addition, hearing of the difficulties of determining ownership of data, it seems that ownership would need to be clearly indicated in the initial contract. 

I like your strategic approach in this matter, since there are vendors who have worked together in the past and continue to have a good working relationship. Do you think approach would work within an industrial manufacturing/distribution realm as well? I am not so sure that the old hierarchical structure is the best for all aspects of that field either. Due to automation and computerization, many tasks now require more skilled, specialized knowledge that needs to be codified. I have seen a growing number of requests for KM positions in the manufacturing realm.

Prepared by:  Kaye Vivian

PAGE  
1

