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Introduction 




Virtually all approaches to investigate the strategic directions of MNCs have been exploratory. They have produced typologies which were promoted by scholars, managers and consultants. In contrast to the plethora of exploratory contributions, only few attempts have been made to test the validity of such models empirically (Harzing, 2000; Pla-Barber, 2002). This paper attempts to redress the lack of empirical work. Specifically, we analyze whether the well known model of strategic value disciplines proposed by Treacy and Wiersema (1995) and the corresponding knowledge management systems linked to these value disciplines adequately reflect empirical reality. While to date, these theories have only been supported by examples, case vignettes (e.g. Hansen et al., 1999) or theoretical discussions (e.g. Doz & Schlegelmilch 1999), the contribution of this paper lies in the attempt to investigate this issue on a quantitative basis. To this end, we survey 162 units (i.e. headquarters and subsidiaries) of MNCs with the objective to explore whether companies pursue clear strategic value disciplines and, if so, how strategic value disciplines affect the choice of a knowledge management strategy.
The first section of the paper briefly presents the cornerstones of Treacy and Wiersema’s (1995) main arguments. In the second part, we review the relevant literature and align the strategic value disciplines with knowledge management. Thirdly, based on this discussion, we develop our research propositions. The empirical analyses then cover three parts: the strategic positions pursued in practice; the relevant knowledge management approaches; and the alignment of both as suggested in the literature. We conclude by outlining the managerial implications of the findings as well as avenues for future research.
Strategic Value Disciplines 

Over the past decades, several frameworks for classifying corporate strategies have emerged (e.g. Stopford & Wells, 1972; Bartlett & Ghoshal, 1987). One of the best known frameworks has been proposed by Porter (1980). He identifies three so called “generic” competitive strategies, namely cost leadership, differentiation and focus. Treacy and Wiersema (1995) further developed Porter’s approach and suggested a model arguing that different types of customer value can be generated depending on the particular value discipline pursued by a company. 
Firms are said to be able to choose between three distinct strategic value disciplines: product leadership, customer intimacy and operational excellence. Companies pursuing product leadership operate continuous innovation. By doing so, leading-edge products bursting existing performance boundaries are offered. Customer intimacy, on the other hand, is all about relationship building. Companies pursuing this kind of strategy, provide the individual consumer with customized solutions. Finally, firms striving for operational excellence are characterized by offering a unique combination of quality, price and ease of purchase which offers the best total cost to customers (Treacy and Wiersema, 1995)
Indeed, in a book that reached bestseller lists, Treacy and Wiersema (1995) argue that the lack of a clear value proposition explains a weaker market share, while companies that capture very clear value propositions tend to be market leaders. 
Treacy and Wiersema (1995) suggest that the three distinct value disciplines which they identified are based on the interplay of several characteristics. Corporate culture, organization, core processes, management systems, and information technology are proposed to form a consistent framework for strategic action. For example, a company pursuing operational excellence is characterized by a coherent interplay between a homogeneous “one size fits all” culture, core processes that are standardized and functions that are mainly centralized. In such companies, there are well-defined mechanisms for quality control and IT facilities tend to be low-cost transaction systems.



















Aligning Strategic Value Disciplines and Knowledge Management 

Next, we attempt to align strategic value disciplines and knowledge management systems. Specifically, we develop the argument that a particular corporate strategy, via its facets corporate culture, organizational structure, core processes and management systems, needs to be aligned with a particular knowledge management system.

In this context, the lack of classification and categorization of existing knowledge management systems (KMS) is especially problematic. “A survey of the KMS literature indicates that there appears to be no generally accepted systematic framework guiding KMS research” (Gallupe, 2001, p. 62). Notwithstanding this problem, there are some contributions that have made attempts to categorize knowledge management systems. Typical for this genre is the work of Hansen et al. (1999), Earl (2001), Gallupe (2001), Holsapple (2001), Hong (1999), Mc Adam and McCreedy (1999), Zack (1999), Bloodgood and Salisbury (2001), and Birkinshaw (1999), Romhardt (2000), and Tsoukas and Vladimirou (1996). However, the structure of information technology and – on a broader scale – knowledge management systems are hardly ever seen as strategic variables.
For our purposes, the approach suggested by Hansen et al. (1999) renders itself particularly useful. The authors found that in some companies, knowledge management systems center around the technological infrastructure, while other companies primarily foster personal communication and contact. Technologically focused companies, it is argued, attempt to codify and store knowledge in databases to make it easily accessible to anyone in the company. The authors call this a codification strategy. A personalization strategy, in contrast, implies that knowledge is closely tied to the individuals who develop it. In these companies, information technology primarily serves to enable communication among the members. Building on Hansen et al. (1999), we now turn to the link between strategic value disciplines and knowledge management.  

Corporate culture is widely seen as one of the most important prerequisites for a successful transfer of knowledge (Popper & Lipshitz, 2000; Kasper & Muehlbacher, 2002). Indeed, a “knowledge creating culture” has become a buzz word in the business literature. Hauschild et al. (2001), for example, present a survey of companies, where a profound knowledge culture was identified among the most successful participants. De Long and Fahey (2000) discuss cultural barriers to knowledge management and conclude that corporate culture shapes the assumptions about what knowledge is and how it is valued. Moreover, corporate culture is said to influence the distinction between individual and organizational knowledge. Last but not least, culture sets the context for social interaction and knowledge application. De Long and Fahey (2000) argue for a fit between culture and knowledge. In the same manner, Hansen et al. (1999) as well as O’Dell and Grayson (1999) point out that people and culture are the keys to knowledge transfer. Thus, given different strategic positions are also closely associated with distinct cultural profiles, it can be expected that corporate strategies call for distinct knowledge management approaches.
The organizational structure of a company has a particularly high impact on knowledge management because it determines the lines of communication and influences interaction rates between employees (Bennett & Gabriel, 1999). Hong (1999) explores several organizational structures prone to promote knowledge transfer. The importance of teamwork and lateral communication is highlighted by many authors: Beamish and Armistead (2001), Asakawa (2001), Lathi and Beyerlein (2000), Bennett and Gabriel (1999), or Tsoukas (1996). Andersson and Forsgren (1996) equally describe the firm as a distributed knowledge system based on its organizational construction. McKeen (2001) also points out the importance of both, organization and culture, for empirical research in this field. In this respect, he refers to Davenport et al. studies (1992) emphasizing the paradox that information-intensive companies rather impede knowledge sharing. Elaborating on the concept of Hansen et al. (1999), Cliffe (1998) suggests measures for the centrality of the knowledge management organization. In sum, literature suggests that coordinated exchanges of knowledge are primarily defined by the organizational architecture. Thus, we conclude that a company’s organizational structure is key to the design of every knowledge management system.

Core processes obviously have a considerable impact on the type of knowledge management as they constitute the areas of knowledge creation and use. It is important to distinguish Treacy and Wiersema’s different value disciplines in this respect. Their core processes differ considerably from each other and they determine where knowledge is needed, what kind of knowledge is concerned, and how it is transferred. Still, companies operating flexible processes in several areas might find it difficult to define core processes. To this end, Mertins et al. (2001) suggest to locate the base of the knowledge management approach in the companies’ core competence area. 

Partly linked to specific core processes are the management systems. These are equally decisive strategic factors because of their link to the motivational disposition of employees to share their knowledge and to the various forms which provide the transfer of knowledge within the company, e.g. cost accounting systems, training facilities, remuneration systems (Schütz, 1998). 

Finally Treacy and Wiersema propose information technology as a dimension that distinguishes companies positioned in different value disciplines. As to knowledge management, it is also important to explore the structure and the frequency of IT-use in detail because it constitutes an important formal channel of knowledge transfer. Moreover, IT often provides the underlying framework for knowledge management (Hansen et al., 1999). An IT based codification strategy implies that knowledge is codified and stored in databases and is easily accessible by anyone in the company. Codification instruments aim at detaching the knowledge from its creator. Other companies foster communication and personal contact. The knowledge is closely tied to the individual who developed it. In these companies, information technology primarily serves to enable communication among the members. This way of managing knowledge is called personalization strategy (see also Grover & Davenport, 2001).
The following exhibit summarizes the above discussion and relates the different dimensions of corporate strategy to each of the three strategic value disciplines and the respective knowledge management approaches. Subsequently, arguments supporting the suggested relationships are developed and specific propositions are formulated.
*********************** insert Exhibit 1 about here *************************

Product Leadership and Knowledge Management
Product leaders offer products that are recognized by customers as superior. However, a one time success will not provide a firm with a sustainable competitive advantage. Instead, a steady stream of products and services expanding existing performance boundaries are crucial to success (Treacy & Wiersema, 1995). This requires ongoing innovation: in other words constant translation of tacit knowledge embedded in the heads of employees. As tacit knowledge assets are hard to codify (Nonaka & Takeuchi, 1995; Riesenberger, 1998), a personalized knowledge management strategy seems appropriate for product leaders. This reasoning is further supported by a flexible structure based on functional teamwork, which facilitates free flow of communication. 
In order to expand existing performance horizons, R&D represents a key function within companies pursuing product leadership. Therefore, short and efficient communication appears to be essential, leaving little space for codification. The second most important knowledge asset within companies operating this particular discipline is superior marketing knowledge. The challenge for marketers lies in pushing the diffusion of innovation: Customers have to be educated to accept products and services that just came into existence. Furthermore, niches and market trends have to be discovered and exploited and the optimal time has to be determined for launching new products (Treacy & Wiersema, 1995). 
Both kinds of knowledge, be it on R&D or on marketing, are closely tied to individuals. However, continuous innovation will only be assured by combining those assets. Product leaders are aware that more than anything, talented people are the agents of the company’s success (Treacy & Wiersema, 1995). Therefore, based on the Treacy and Wiersema (1995) framework, the appropriate way of managing corporate knowledge for product leaders should lie in the fostering of personal communication, rather than codification. Thus:

Proposition 1: Companies aiming at product leadership positioning are likely to pursue a personalized knowledge management strategy. 
Operational Excellence and Knowledge Management
In this positioning, customers’ choice is reduced to a very narrow product line offered by a particular company. By forgoing variety, operational excellent companies are able to speed up delivery and refine product formula (Treacy & Wiersema, 1995). From the above, it can be assumed that operational knowledge is important and has been within the company for some time, fine-tuned and proven successfully. This particular knowledge will constantly be subject to reuse independent of specific individuals. 
Success within the operational excellence model is obtained in three different ways: A continuous, steady volume of business, effective use of existing assets and exploitation of new markets by replication of “the formula” (Treacy & Wiersema, 1995). In terms of choosing an appropriate knowledge management strategy, this calls for two important knowledge assets. First, a profound knowledge of processes. This will enable firms to exhaust efficiency and working assets in their favor. Second, leading edge knowledge on competitive activities and foreign markets. Following best practices within the industry is a requirement and enables innovative use of assets. Data on new markets and opportunities are essential for expansion. Both types of knowledge assets are suitable for codification. Indeed, relating specific knowledge to individuals would undermine the idea of greatest possible efficiency. Forcing people to engage in face-to-face communication to obtain relevant information costs both, time and money.
Thus, based on the Treacy and Wiersema (1995) framework, it appears necessary that each company employee has access to relevant information; especially when operations take place in geographically dispersed markets. Moreover, suppliers and distributors are often integrated in one single product supply team. Thus, providing suppliers and distributors with access to relevant company knowledge will further add to overall efficiency. Summing up, the following proposition can be developed:

Proposition 2: Companies aiming at operational excellence are likely to pursue a codified knowledge management strategy. 

Customer Intimacy and Knowledge Management
Customer-intimate companies succeed by providing their clients with customized solutions; in other words, their products are accompanied by an extraordinary level of service, guidance and expertise. This procedure is assumed to result in a longstanding, mutually beneficial relationship (Treacy & Wiersema, 1995). Other than with product leaders, customer-intimate firms offer products representing evolutionary, not revolutionary improvement.
In order to be able to tap the unrealized potential of customers, a profound knowledge on the specific industry and the individual customer is essential. However, the specific knowledge requirements are diverse. Industry specific knowledge has to be over years. Thus, it will not be bound to a particular individual. Furthermore, data on markets and benchmarks will most likely be found in codified form. On the other hand, to provide the specific client with a truly customized solution, deep understanding of the particular firm is essential (Treacy & Wiersema, 1995). However, such deep understanding of a particular company and its environment will likely reside with a few individuals; a more personalized form of knowledge. 
The easiest form of gaining knowledge about the customer is by involving the client in the learning cycle. Especially the era of electronic commerce enables relationship building with and profiling of the customer at the same time (Hagel & Armstrong, 1997). Therefore, at least partial access to the corporate knowledge management system should be given to the client. As most companies will be unable to offer solutions on their own, a virtual network of partners has to be developed. To derive at one solution supported by all members of such a network, full access to company information should be provided for partners. 
The above implies that both types of knowledge, tacit and explicit, play an important role within customer-intimate companies. Thus, other than with product leaders or operational excellent companies the Treacy and Wiersema (1995) typology appears to call for a mixed knowledge management strategy.

Proposition 3: Customer-intimate companies are likely to pursue a mixed knowledge management strategy. 



























	
	

	

	


	
	
	
	

	
	
	
	

	

	
	
	

	
	
	
	

















Empirical Test of the Proposed Framework 
Following the theoretical arguments laid out above, we now turn to a series of analyses that are aimed to test whether the theoretical links expected are borne out by empirical realities. We first provide some background on the sample and the data gathering approach. Next, we investigate in how far the three ideal strategic positions (value disciplines) are found in corporate practice. Thirdly, we provide some data on the knowledge management approaches used in practice and investigate whether and to what extent companies are aligning their strategic positions with their knowledge management approaches.


Sample and Data Gathering  
Our sample consists of 162 “units” of MNCs, where “units” are understood to be either headquarters or subsidiaries. Participating firms were selected on the basis of their turnover, their degree of internationalization and their industrial affiliation. First, using the relative contribution of each industry to EU GDP 2000, ten industry quotas were set. Within each of these quotas, we contacted those firms known to operate at least six overseas subsidiaries (Vernon, 1966). Starting with the largest corporations, senior managers (usually in charge of marketing) were contacted by phone and asked to cooperate. Upon agreement, a standardized questionnaire was mailed out to the headquarters and to four of their foreign subsidiaries. The final sample involves 45 companies, i.e. 38 headquarters and 124 subsidiaries. Surveyed companies operate in 29 countries in 10 different geographic regions. In limiting our study to one functional area in the MNC (i.e. marketing), we tried to reduce complexity to a manageable level. Prior research convincingly noted that different functions will differ in terms of management approach and knowledge processed (Reger, 1997; Harzing, 1999; Ambos, 2002). The final sample represents leading MNCs of diverse industries, such as manufacturing (56%) and finance (21%). 70% of our sample (114 firms) indicated to be among the industry’s top five performers. 






Measures

Based on the theoretical discussion of strategic value disciplines by Treacy and Wiersema (1995), we developed four scales capturing the dimensions culture, organization, core processes, and management systems to describe the three value disciplines (i.e. operational excellence, product leadership, and customer intimacy). The fifth dimension used to describe the value disciplines, namely IT, was excluded because IT issues were covered by a scale we developed to measure different approaches to knowledge management. To stay as closely as possible to the suggested operationalization of Treacy and Wiersema (1995), we generated questions for each dimension, including different strategic roles. The developed scales are provided in Appendix I.
To measure the characteristics of knowledge management systems proposed by Hansen et al. (1999), a useful scale has been developed by Becerra-Fernandez and Sabherwal (2001). As it was originally based on Nonaka and Takeuchi’s knowledge spiral, we slightly modified this scale and aggregated the different knowledge management tools as personalization and codification instruments. To this end, we identified the personalization and codification tools and created two dimensions by splitting the scale. In Appendix II, we list the items associated with codification or personalization.
Analysis and Results
Strategic Positions Pursued in Practice
In order to analyze
 which strategic positions the surveyed companies take, we applied a series of different statistical tests. The procedure and the detailed results are described below.
First, we used factor analysis to test whether indicators assigned to a construct really load on that construct. The aim was to examine whether the strategic characteristics, e.g. an experimentation-driven culture and spontaneous teamwork, are loading on particular strategic value discipline factors, e.g. product leadership. 
As the distinction of strategic value disciplines proposed by Treacy and Wiersema provides a strong theoretical framework, we applied confirmatory factor analysis using the AMOS 4.0 module. In order to be of scientific use, the model has to be “overidentified”, i.e. a model in which the number of estimable parameters is less than the number of data points (variances, covariances of the observed variables). Consequently, the analysis was conducted separately for organizational structure, management systems, corporate culture, and core processes.  The following exhibit gives an overview of the measures of fit.

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


*********************** insert Exhibit 2 about here *************************
The results of the separate models show similar patterns. The global measures of fit indicated in Exhibit 2 are based on the comparison of the empirical matrix of covariances and the matrix of covariances produced by the models. In this respect, stand-alone and incremental measures of fit can be distinguished. The latter assess the relevant model on the basis of a null model. Values close to 1.0 point towards a good model fit. Both relevant measures, NFI (normed fit index) and CFI (comparative fit index), compare the chi-square-values of the model and the null model in different ways. Our data generated excellent values for NFI and CFI measures. Moreover, Chi-square statistics test the absolute “reproduction” of reality through the model. „The more the implied and sample covariances differ, the bigger the chi-square statistic, and the stronger the evidence against the null hypothesis” (Arbuckle, 1995, p. 97). This can be seen ambiguously, as a good approximation of reality is more important than an exact reproduction. Therefore, RMSEA (root mean squared error of approximation) is often seen as a better measure (Homburg, 1999, p. 427). For both measures, a low value is ideal. In our results, however, RMSEA values are all slightly too high and chi-square/df values (except “organization” which generated a value of 2.589) are slightly too small. Ideally, RMSEA should show values < 0.05 and chi-square/df values > 2.5. 
Notwithstanding these caveats, the data broadly confirms the hypothesized models. This leads us to the conclusion that the distinct strategic value disciplines are, indeed, reflected in a company’s organizational structure, management systems, corporate culture, and core processes.  

Subsequently, we investigated which groups can be found among our companies. The ideal solution would be three clusters exhibiting different orientation towards operational excellence, product leadership, and customer intimacy. Having eliminated 5 outliers by using single-linkage method, we performed a hierarchical cluster analysis and applied the Ward-method, leaving the number of clusters open. Initially, a 2-cluster solution was found, attributing 81 companies to cluster 1 and 71 to cluster 2 (one missing variable). Analyzing the characteristics of these two clusters, we found that cluster 2 scores higher in nearly all dimensions of strategic tools. Thus, those companies show a higher tendency towards all value disciplines, whereas the companies attributed to cluster 1 rank lower. An exception can be found in the dimension “corporate culture”, where cluster 1 ranks significantly higher at operational excellence than cluster 2. 
In a second step, we performed hierarchical cluster analysis setting the number of clusters at three, as hypothesized in our theory. Again, we used the Ward-method. 39 companies fall into cluster 1, 71 in cluster 2, and 46 in cluster 3. The general results were similar to the two cluster solution. The highest values for all strategic tools are reached by cluster 2, followed by cluster 1 and then 3. 
From a conceptual point of view, the three clusters identify (1) companies that score very high on all strategic tools – we call them “Sophisticates”, (2) others which score mediocre, “Pragmatics”, and (3) companies that score low on all strategic tools, “Muddlers”. In other words, we distinguish companies that put high efforts into strategy formulation and the fine tuning of their instruments in all directions (the “Sophisticates”) from companies that do not show strong tendencies towards any specific strategic orientations (the “Muddlers”). The third category includes companies that do have a concept of strategy, but not a very pronounced orientation towards any of the three value disciplines (the “Pragmatics”). 
To test whether the differences between the three clusters are significant, we performed a one-way analysis of variance. Having confirmed that all data is normally distributed, we entered the twelve variables (summated scales) describing the distinct value disciplines along each dimension: organization, management systems, corporate culture, and core processes. The following exhibit shows the mean scores on a scale from 1 (lowest characteristic) to 7 (highest characteristic). We highlighted those scores which rank above the average of all the clusters.
In our ANOVA, we found that in all cases the differences between the clusters are significant. The only exception is one instance, where corporate culture is not significantly different between the three clusters in terms of operational excellence. It is not surprising that the corporate culture variable is the problematic case. This variable has already been highlighted when we analyzed the cluster characteristics, because the results were inconsistent with the rest of the data.

*********************** insert Exhibit 3 about here *************************

In a next step, it is important to know, which specific differences between clusters are significant. For this reason, we calculated post-hoc Scheffe tests. The results confirm that all significant differences between cluster 1 and cluster 2 exhibit negative deviations from the mean. Thus, companies of cluster 1 always score lower than the companies found in cluster 2. Cluster 1 reaches higher values than cluster 3, and cluster 2 always scores higher than cluster 3.

Knowledge Management Approaches Employed in Practice
Next, we tried to find out whether companies operate codified or personalized versions of knowledge management systems. The first category of companies predominantly uses databases and other instruments to document knowledge, whereas the latter is based on people-intensive ways of communication and knowledge is mostly exchanged in brain-stormings or face-to-face meetings. It is obvious that these are idealtypes and it is unlikely that companies pursue a purely codified or purely personalized strategy. Presumably, elements of both types are present in every company. 

Analyzing our data, a continuum was created. This continuum ranges from 0, which symbolizes absolute personalization, to 100, meaning perfect codification. The resulting scale generated an alpha value of 0.84. As far as the extent of codification and personalization is concerned, the median is 51 on this scale of 100. 50% of all companies lie between value 50 and 66, 20% lie below 40, leading us to the conclusion that knowledge management practices in MNCs tend to be a mix of personalized and codified elements, and do rarely reach high extents of codification. 66 of 100 was the highest score reached by a company. The most utilized knowledge management tools are face-to-face meetings, learning-by-doing, and on-the-job training – all personalization instruments – followed by case-based problem solving technology, databases, and intra-/internet. Despite these results, a slight tendency towards codification can be observed if we look at the instruments as a whole. 
Based on Hansen et al. (1999), three major knowledge management systems were suggested: the codification strategy, the personalization strategy, and the mixed strategy. Our results point towards a predominance of the mixed knowledge management strategy. Although these results seem to be unspectacular, it is important to learn that a balanced use of knowledge management tools can be observed. Despite the prevalence of “conservative” tools, such as databases or face-to-face meetings which existed long before the trend towards a knowledge economy has been set, nearly every company has established sophisticated tools such as web-based groupware or decision support systems. But the infrequent use of these tools demonstrates that most technology-intensive instruments are not yet accepted by employees. 
Aligning Strategic Positions and Knowledge Management Approaches in Practice
Finally, we set out to explore the link between the strategic value disciplines and the knowledge management approaches pursued by our sampled companies. Earlier, we developed the propositions that product leaders are expected to pursue a personalization strategy, operational excellent companies a codified strategy, and companies focusing on customer intimacy a mixed strategy.  

Having found that our companies primarily focus on a mixed knowledge management strategy, we now distinguish between our surveyed personalized and codified tools. Specifically, we relate those summated scales to the different strategic tools. To test this link empirically, we used the 12 summated scales representing the different strategic tools. Thus, we calculated bivariate correlations using Pearson’s correlation coefficients. The following exhibit shows the results of this analysis. Significant correlations are highlighted.

*********************** insert Exhibit 4 about here *************************

All correlations shown in our exhibit are positive. This finding implies that companies characterized by a sophisticated use of strategic tools employ knowledge management tools more often than others. In fact, highly developed management systems correlate with the use of knowledge management tools in all strategic categories. This might account for the dependence of management systems on internal communication mechanisms and IT-use.

In all cases where significant correlations are found for personalized tools as well as codified tools, correlations with codified tools are stronger. This trend holds true for all strategic tools and all strategic groups. This fact is very important to our study because it confirms that companies putting strong efforts into strategy formulation use both kinds of knowledge management tools, personalized and codified ones. However, it also shows that strategically more sophisticated companies tend to make more use of codified tools.

Our next aim was to explore the differences between our three clusters, the “Sophisticates”, the “Pragmatics” and the “Muddlers”, with regard to knowledge management. We hypothesized that the use of certain knowledge management tools, which are characteristics of codified and personalized knowledge management strategies, differs according to the companies’ strategic orientation. 

To explore the differences between the knowledge management systems of our three strategic types, “Sophisticates”, ”Pragmatics”, “Muddlers”, we applied One-way ANOVA. Prior to this procedure, normal distribution of the variables was confirmed and three variables were eliminated because they included too many missing values. 

*********************** insert Exhibit 5 about here *************************

	

	

	

	

	

	

	

	

	

	


As this analysis shows, significant differences between the strategic groups can be seen in the use of codification instruments. No significant differences, however, can be found as far as the companies’ personalized knowledge management system is concerned. Post-hoc Scheffe tests reveal that for codification only the differences between groups 2 (“Sophisticates”) and 3 (“Muddlers”) are significant. The “Sophisticates” use significantly more codification instruments. 

	

	

	

	

	


To sum up, our results show that significant differences can be found in the use of codified knowledge management tools between the “Sophisticates” and the “Muddlers”. This result is in line with our findings from the correlation analysis, which point towards a higher use of codification instruments when more emphasis is placed on strategy. The “Sophisticates”, being highly developed strategists, can be seen as the trend-setters towards more codified versions of knowledge management systems. Moreover, the “Sophisticates” are also characterized by the implementation of more advanced technical instruments.  
Discussion and Conclusion













	

	

	

	

	

	

	

	

	

	

	

	

	

	

	


The premise of this study was to investigate the link between corporate strategy and knowledge management. To this end, we initially turned to corporate strategy and used a categorization proposed by Treacy and Wiersema (1995) to develop measurement instruments able to capture different strategic orientations of companies. The strategic tools proposed by Treacy and Wiersema (1995) proved to be a useful theoretical base to develop such measures. Indeed, statistical analyses showed that our measures proved valid and reliable. However, somewhat unexpectedly, the very measures based on Treacy and Wiersema (1995) strategic tools did not confirm the three corporate strategic positions they suggested, the so called value disciplines: three different strategic groups emerged from our empirical results. Instead of displaying clear specialisations in only one of the three value disciplines (best product, operational excellence and customer intimacy), the findings show that companies are either very sophisticated throughout or score relatively low on all dimensions. Specifically, we found three clusters of companies distinguished by their degree of sophistication in terms of the strategic tools proposed by Treacy and Wiersema (1995): These groups are: the “Sophisticates”, the “Pragmatics”, and the “Muddlers”.  
At this stage, we can only speculate why the Treacy and Wiersema (1995) framework is not reflected in corporate practice. Commonly, two explanations for the maladjustment of typologies with reality are given (Pla-Barber 2002). Either the typology pictures reality in a too simplified way or the categories are too narrowly defined so that the chance of a match is limited. We assume that, in our case, the latter is true. Treacy and Wiersema (1995) clearly define their strategic value disciplines according to the five categories organization, management systems, core processes, corporate culture, and IT. As distinct attributes are assigned to each value discipline, they are characterized by differences across the mentioned categories and do not show any overlap. Thus, this model has a high degree of determination and does not allow for much divergence from the ideal. As our data shows, the degree of strategic sophistication was found more appropriate to identify strategic directions. To shed more light on the divergence of strategic disciplines, future research may want to develop further the idea of differences in strategic sophistication.
Another pertinent insight gained by our study is the specificity of knowledge management systems. Our findings point towards a balanced use of codification and personalization instruments. The fact that in none of the companies a large extent of codification could be found might be accounted for by the generally low level of development of technical infrastructure. In most companies, face-to-face meetings are still a major point on the agenda and learning by doing is more common than searching in databases for lessons learnt. However, there appears to be a trend towards the use of some important knowledge codification instruments. What our data could not explain is the reasons for the choice of particular knowledge management tools. A closer look at human’s ability, education, or the user-friendliness of some instruments might help to shed additional light on this issue. 
As far as the alignment of knowledge management systems with strategic groups is concerned, there is empirical evidence that the use of codification instruments is determined by the companies’ degree of strategic sophistication. While “Muddlers” use fewer codification instruments, “Sophisticates” use more. Recently, Hakanson (2003) convincingly pointed to the importance of firms as “articulation machines”. He emphasized that the ability to articulate so-called tacit knowledge accounts for the creation of competitive advantages. This could imply that companies should concentrate more on the implementation and efficient use of codification instruments. Clearly, more detailed research focusing on this important issue would be warranted.
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 Exhibit 1: Linking Value Disciplines to Knowledge Management Strategy
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Product Leadership “Best product” Operational Excellence “Best total costs” Customer intimacy “Best total solution” Culture Experimentation, concept driven, fun driven. Process focused, disciplined teamwork. Client driven, willing to provide variations.

Organization
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Exhibit 2: Results of CFA
	Model
	p-Value
	RMSEA
	Chi2/df
	NFI
	CFI

	Organization
	0.000
	0.099
	2.589
	0.972
	0.982

	Management Systems
	0.000
	0.151
	2.469
	0.961
	0.969

	Corporate Culture
	0.000
	0.081
	2.064
	0.986
	0.990

	Core Processes
	0.000
	0.083
	2.112
	0.982
	0.990


Exhibit 3: Results of ANOVA – Differences between the Three Clusters in their Use of Strategic Tools

	
	
	 
	Mean Scores
	
	
	

	Cluster
	
	1 

“Pragmatics”
	2 

”Sophisticates”  
	3

“Muddlers”
	
	
	

	
	
	(N = 39)
	(N = 71) 
	(N = 46)
	Mean of all Clusters
	F-Value
	

	Orientation of Organizational Value
	
	 
	 
	 
	
	 
	 

	Customer Intimacy
	
	4.42
	4.76
	3.23
	4.22
	30.770
	***

	Operational Excellence
	
	3.00
	3.23
	2.92
	3.08
	3.450
	**

	Product Leadership
	
	4.54
	4.85
	4.31
	4.61
	7.962
	***

	Orientation of Management Systems
	 
	 
	 
	
	
	 

	Customer Intimacy
	
	3.79
	4.87
	2.70
	3.96
	132.224
	***

	Operational Excellence
	
	4.60
	5.45
	4.35
	4.91
	30.261
	***

	Product Leadership
	
	3.81
	5.13
	3.49
	4.31
	59.739
	***

	Orientation of Corporate Culture


	 
	 
	 
	
	
	 

	Customer Intimacy
	
	4.40
	4.79
	3.70
	4.37
	21.721
	***

	Operational Excellence
	
	4.15
	3.76
	4.02
	3.94
	2.016
	

	Product Leadership
	
	4.71
	5.12
	4.21
	4.75
	23.474
	***

	Orientation of Core Processes


	 
	 
	 
	
	
	 

	Customer Intimacy
	
	4.87
	5.31
	3.73
	4.73
	32.654
	***

	Operational Excellence
	
	4.99
	5.20
	4.78
	5.02
	3.351
	**

	Product Leadership
	 
	3.90
	4.68
	3.79
	4.22
	11.950
	***

	
	
	
	
	
	
	
	

	* p < 0.10
	
	
	
	
	
	
	

	** p < 0.05
	
	
	
	
	
	
	

	*** p < 0.001
	
	
	
	
	
	
	


Exhibit 4: Correlations of Strategic Tools and Knowledge Management Tools
	
	ORGANIZATION
	MANAGEMENT SYSTEMS

	
	Customer Intimacy
	Operational

Excellence
	Product

Leadership
	Customer Intimacy
	Operational

Excellence
	Product

Leadership

	Personalization

Tools
	0.210
	0.308**
	0.350**
	0.212
	0.271*
	0.280**

	Codification

Tools  
	0.119
	0.448**
	0.137
	0.368
	0.436**
	0.369**

	
	
	
	
	
	
	

	
	CORE PROCESSES
	COR PORATE CULTURE

	
	Customer Intimacy
	Operational

Excellence
	Product

Leadership
	Customer Intimacy
	Operational

Excellence
	Product

Leadership

	Personalization

Tools
	0.268*
	0.155
	0.306**
	0.226**
	0.161
	0.235*

	Codification

Tools  
	0.361**
	0.225
	0.462**
	0.369**
	0.263
	0.309*

	**Correlation is significant at the 0.01 level (2-tailed).

	*Correlation is significant at the 0.05 level (2-tailed).


Exhibit 5: Results of ANOVA – Differences between Strategic Groups in their Use of Knowledge Management Tools
	

	

	

	

	

	

	

	

	

	


	
	
	Mean Scores
	
	

	
	Cluster
	1 

“Pragmatics”
	2 

”Sophisticates”  
	3

“Muddlers”
	Mean of all Clusters
	F-Value

	
	
	(N = 39)
	(N = 71) 
	(N = 46)
	
	

	Codification Tools
	4.44
	4.82
	4.21
	4.517
	3.968**

	Personalization Tools
	4.59
	4.77
	4.47
	4.638
	1.947

	* p < 0.10
	
	
	
	
	

	** p < 0.05
	
	
	
	
	

	*** p < 0.001
	
	
	
	
	


	
	
	
	
	
	

	Significant Differences Between Cluster 
	MEAN
	
	1-2
	1-3
	2-3

	Codification Tools
	4.517
	
	
	
	+

	Personalization Tools
	4.638
	
	
	
	


APPENDIX I: Strategy Scales

A: Questions developed for Organizational Design
[image: image17.wmf]Our company is centrally org

anized.

 

Our company’s structure is based on product divisions.

 

A clear hierarchy is very important for our organization.

 

Proposals for new product developments are usually initiated by top 

management.

 

Definitions of employees’ tasks are broad and flexible.

 

Employees’ tasks vary often.

 

Work processes are executed according to clear targets and guidelines.

 

There is no clear organizational process for a pro

duct’s flow from initial R&D to 

final marketing and sales.

 

Our organizational structure permits us to react quickly to changing conditions. 

 

Our company has long

-

term relationships with suppliers.

 

Distribution p

artners are integrated into the organizational structure.

 

Teamwork plays a very important role in our company.

 

The majority of teams in our company are engaged with customer care of 

particular clients.

 

 


B: Questions developed for Management Systems

[image: image18.wmf]Our company’s management systems are very performance

-

oriented.

 

Our management systems are geared towards meeting individual customer 

demands.

 

Customer satisfaction ratings strongly determine my remuneration.

 

Our remuneration system takes the quality of the products into account.

 

Management remunerates innovative ideas.

 

In our company, the life

-

time

-

value of a customer is analyzed.

 

There are many well defin

ed mechanisms for quality control.

 

In our company, cost accounting is based on the product life

-

cycle.

 

The cost accounting system focuses on specific transactions and processes.

 

Cost control is an important fact

or in our company.

 

 


C: Questions developed for Corporate Culture

[image: image19.wmf]Employees are encouraged to contribute their own ideas.

 

Rapid innovations are often met with resistance among our employees.

 

Our employees strongly identify with the products of our company.

 

Willingness to take a risk is valued highly in our company.

 

It is common that employees’ proposals are supported by management.

 

Our company arran

ges many social events for our clients (e.g. at the launch 

of a new product).

 

In our company, teamwork happens rather spontaneously.

 

Conformity is an important and characteristic trait of our employees.

 

In gener

al, our company rather suffers a loss than loses a customer.

 

Our company provides many opportunities for informal information exchange 

between employees in the work environment.

 

Employees keep close contact with colleagues fro

m other departments.

 

 


D: Questions developed for Core Processes

[image: image20.wmf]In our company, profit margins are more important than sales volume.

 

Most customers of our company are repeat purchasers.

 

Most of our products are cannibalized by our own in

novations rather than by 

products of our competitors.

 

Our company is clearly positioned in one industry.

 

Our company is among the cost leaders of the industry.

 

The term „first mover“ is appropriate for our strat

egy.

 

Our company applies new standards set by other competitors and thus offers 

enhanced products.

 

Our company’s competitive advantage is rooted in flexible solutions.

 

Active customer relationship management is 

a central organizational task.

 

Our company frequently produces tailored versions of products.

 

 


APPENDIX II: Knowledge Management Scales
Codification

[image: image21.wmf]Repositories of information, best practices, and lessons learned

 

Web pages (Intranet and Internet)

 

A problem

-

solving system based on a technology like case
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based reasoning

 

Capture and transfer of experts’ knowledge

 

Decision support systems

 

Groupware and other team collaboration tasks (e.g. document sharing)

 

Databases

 

Web
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based access to data

 

Pointers to expertise (skills “yellow pages” within the company)

 

Modeling based on analogies and metapho

rs

 

 


Personalization
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to face meetings

 

The use of apprentices and mentors to transfer knowledge
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Product Leadership



“Best product”


Operational Excellence



“Best total costs”


Customer intimacy



“Best total solution”





Culture


Experimentation, concept driven, fun driven.


Process focused, disciplined teamwork.


Client driven, willing to provide variations.





Organization


Ad-hoc, organic, cellular-high skills abound in loose-knit structures.


Centralized functions.


Entrepreneurial client teams, high skills in the field.





Management system


Risk oriented, rewards individuals’ innovation capacity. PLC profitability focus.


Command and control, transaction profitability tracking.


Rewards based on client feedback, lifetime value of client analysis.





Core processes


Invention, commercialization, market exploitation.


Product and service delivery based on standards.


Client acquisitions and development. Development of flexible solutions.
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Product Leadership


“Best product”


Operational Excellence


“Best total costs”


Customer intimacy


“Best total solution”


Culture


Experimentation, concept


driven, fun driven.


Process focused, disciplined


teamwork.


Client driven, willing to provide


variations.


Organization


Ad-hoc, organic, cellular-


high skills abound in loose-


knit structures.


Centralized functions.


Entrepreneurial client teams,


high skills in the field.


Management


system


Risk oriented, rewards


individuals’ innovation


capacity. PLC profitability


focus.


Command and control,


transaction profitability


tracking.


Rewards based on client


feedback, lifetime value of


client analysis.


Core


processes


Invention,


commercialization, market


exploitation.


Product and service delivery


based on standards.


Client acquisitions and


development. Development of


flexible solutions.





