
© Penson & Penson Ltd 2005
Page 1 of 8

Sharing Knowledge Better
Small companies can learn from the experience of the multinationals
By Jane Penson

Thank you
I would like to express my sincere thanks to all the small business owners and staff who 
took the time (for very uncertain rewards) to respond to my questionnaires from March to 
July 2004.  This is the report on the findings that I promised you.  I very much hope that 
it is useful to you and that you feel something valuable has eventually come from your 
generosity.

Summary
In this article, Jane Penson selects and discusses knowledge retention techniques that 
have been discovered in the likes of IBM and Hewlett Packard.  She has picked some of 
the most practical ideas and suggests (in plain English) how they can be of real value to 
small companies struggling to compete in the knowledge economy.

The full version of the research exists in the form of an MBA dissertation – 80 pages long 
and full of academic references.  You can have a copy if you really think you will read it.
Alternatively, you can ring Jane up and ask questions.

It’s hard for SMEs in the knowledge economy
Small companies are up against it twice over in the knowledge economy.  First, people 
are where knowledge resides (not in databases, that’s information rather than 
knowledge) and it’s hard for SMEs to hang on to good people.  They usually can’t 
compete with global organisations on salary, promotion and travel prospects, training or 
building a glittering CV.

Also, when a knowledgeable employee leaves a small company, they take a high 
proportion of its intellectual capital with them.

But this is the knowledge economy and roughly half the UK turnover is made in 
organisations with 250 or fewer employees1.  A great deal of serious research has been 
done into knowledge retention methods, knowledge management techniques, 
communities of practice and so on, but where was all this research carried out?  In 
giants like IBM and Hewlett Packard, the automobile industry and the public sector.  That 
makes the findings irrelevant to small businesses.  Or does it?  That’s what this piece of 
research aimed to establish.

The aims and approaches of the research
The first objective was to establish whether any of the big company research could be
valuable to SMEs in developing practical ways to retain knowledge within their 
organisations.  So I was looking for activities that could be adopted without large 
expenditure (such as highly paid individuals dedicated to mapping all the knowledge in 

1 DTI: SBS business plan 2005/4
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the organisation), and approaches that describe how people behave regardless 
of the size of their organisation.

I selected relevant pieces of knowledge management research by finding the names of 
the big thinkers, writers and gurus in the field, finding out the main line of their thinking 
and reading a lot of articles, books and blogs by the ones whose work was in the right 
field.  Above all, I was interested in finding ideas that had been tried and were likely to fit 
with the natural style of small knowledge intensive companies.  Too much attention 
tends to be paid to storing information in databases rather than encouraging people to 
discuss their work more.  Ask yourself the question raised by Thomas A Stewart in his 
book “The Wealth of Knowledge” – what style of knowledge management do you want, a 
library or a café?

The second objective was to find out what SMEs actually do to help themselves.  The 
companies selected for this part of the project were all defined (quite loosely) as 
research organisations – to make sure that knowledge retention would be important to
them.  Fifty people from small research organisations completed an online questionnaire 
– and if you were one of them, thank you very much.  The company sizes represented 
are shown in this table.

Company size by no of 
employees

Number in sample

2 or 3 9
Under 20 5
Under 50 9
Under 100 14
Under 250 9
Under 500 4
total 50

What are SMEs like?
SMEs are not alike  of course.  In fact there is very little that they all have in common (not 
even their size, since a company with 250 employees is entirely different from a self 
employed person with two).  So, it seems appropriate to make a statement of 
assumptions at this point.  From book research combined with common sense 
observation, the main common characteristics of SMEs have been taken to be these.

At risk from staff turnover
The risk to a small company of losing knowledge through staff turnover is higher than for 
a larger firm because organisational learning is less systematic and a single individual is 
more likely to be the sole possessor of vital knowledge.  

Short of resources including cash
This is partly due to the low numbers of staff and turnover which provide their definition.  
It is also because a majority are started with the financial backing of the founder and 
their family and friends.  Other reasons include high start-up costs relative to turnover; 
the difficulty of finding lenders when the venture is seen as high risk and without a track 
record; and the lack of economies of scale.



© Penson & Penson Ltd 2005
Page 3 of 8

Priorities by company size
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Few formal systems and procedures
SMEs tend to rely heavily for decisions on the knowledge, opinions and background of 
the leader.  As a result, strategy is often “emergent” (the result of observing what works 
rather than deliberate forward planning).  Formal market research will sometimes be 
seen as too expensive, so markets are researched informally by trial and error.  A 
venture is launched because personal experience of the market indicates that it will 
work, and fixed costs are assessed by rule of thumb.

Need good networks
A key point is the importance to SMEs of being connected to the outside world by 
networks.  The leader is more likely to make good decisions with a strong network of 
trusted colleagues who can provide objective views at key stages of the company’s 
development.

The Results of the Research
First of all, there was strong evidence that this group of respondents did indeed believe 
that knowledge sharing was important to their companies.  When asked a question 
about their priorities, the respondents in the survey rated the following three issues 
particularly highly (the number in brackets is the average score across all respondents)

How important are the following? (1=not very and 5=extremely)
• Discussing issues internally (4.46)
• Motivating staff to share their knowledge (4.42)
• Preventing the leaking of intellectual property to external organizations 

(4.06)

Breaking the sample down by company size resulted in the following graph:

This shows that all sizes of company valued internal discussion and motivating staff to 
share very highly.  Very interestingly, it also indicates that preventing leaks to external 
organisations is a minor issue for organisations with fewer than five employees but 
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becomes a major issue very abruptly when the number of employees rises above 
five.  This has implications for the balance between internal and external communication.

The most interesting findings from the research are summarised here, taking the desk 
research and the survey results together.  They fall into three categories: 

• Networking
• Communication paths
• Management style

Networking
Networking (building relationships with people for business purposes) is usually 
associated in the literature with external relationships.  As such it is likely to have a 
particular relevance for small businesses because they have a narrower range of internal 
expertise to draw upon.  As we have seen, there is a balance to be found, even in very 
small businesses, between sharing knowledge, contacts and business information for 
mutual gain and giving away too much.

A piece of research in the Quebec region studied 52 SMEs identified as growing fast 
(employment grew by at least 100% between 1990 and 1996).  It found2 that there were 
two factors which correlated highly with fast growth.  

One is the strength of personal networks, providing “effective and potential information to 
reduce uncertainty and reinforce the entrepreneurs in their decisions”.  The other is a 
wide “weak signal network” to detect new business opportunities quickly.  “Potential 
information” is defined as information that the decision maker believes to be in the 
possession of a network he or she has access to.  A personal network consists of an 
average of 8 people the decision maker has a close relationship with, such as college 
friends.  The weak signal network is a wider group of people who can be reached 
indirectly and with whom there is less trust.  The study found that the weak signal 
network was of great value for questioning habits and contributing new ideas, which can 
then be validated within the personal network.

How interesting that it was access to trustworthy information and a sounding board for 
ideas that singled these companies out.  It was not their financial stability, the length of 
experience of their directors or the thickness of their five-year plans that was critical to 
their success.  Knowing who to trust with valuable knowledge, and understanding that 
generosity breeds generosity were undoubtedly factors in the success of this group of 
companies.

Verna Allee’s work in large organisations on social networks3 as the real paths of 
communication in an organisation reaches a similar conclusion.  Social network analysis 
traces communication paths by mapping the links where people exchange information in 
the course of their work.  They usually bear little relation to the official structure of the 
organisation.  She goes on to explain that loose connectivity is the most efficient; too 
many direct ties lock people up and they get little work done.  It is better to aim to have a 

2 Julien and Lachance 2001 Dynamic Regions and High Growth SMEs published in Human 
Systems Management
3 Verna Allee 2003 The Future of Knowledge published by Butterworth Heinemann
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wide reach through fewer ties.  Perhaps it may be fair to observe that these 
observations simply apply to people, wherever they choose to work.

It is on this principle that regional and web based business networking groups operate.  
The successful ones seem to instil in their members a strong sense of “giver receives” 
which slowly builds trust and enables members to add to their weak networks.  Members 
of groups like BNI4 meet regularly and have formal systems for exchanging referrals.  
Web based organisations like Ecademy5 are more self organising and simply provide a 
platform for people to find out about one another before deciding whether they want to 
meet.  The smallest businesses thrive on these interconnecting networks, recognising 
the need for the external stimulus.  Companies with more than five employees are less 
well represented, possibly because of their awareness of the delicate balance between 
the benefits and drawbacks of sharing their knowledge.

Communication paths
How, when and between whom does the valuable communication flow in an 
organisation?  Three researchers’ work looked at slightly different aspects of this 
question.

Rob Cross collaborated in a number of detailed network analyses in Fortune 500 
companies, and made maps before and after some work on improving knowledge flow.  
One of the maps before intervention looks something like this:

The smiling faces represent the department head and deputies

It can be seen from the network analysis that the most senior people could be described 
as somewhat peripheral to the real communication in the division, and that an individual 
(marked as a black dot) of low official rank is so central that he is probably causing a 
bottleneck.  This person creates a valuable bridge between sections but may spend 
more time answering questions than doing the work for which he is paid.  His departure 

4 www.bni-europe.com 
5 www.ecademy.com
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would cause far more disruption than anyone would have realised before the 
construction of this diagram, but his valuable knowledge sharing contributions may be 
discouraged rather than rewarded.

David Snowden’s “Just in Time” concept of knowledge management6 builds on his 
experience with communities of practice at IBM and places emphasis on stimulating 
natural knowledge flows.  He advocates using the communication patterns that exist in a 
community where possible rather than creating them artificially.  A great fan of 
metaphors, he likens this to an architect taking note of where people walk before laying 
paths.  
The three common mistakes in knowledge management system design, according to 
Snowden, are to assume that:

• human beings are always rational (ie that they will choose the option that 
offers the greatest reward, takes the least time etc)

• experts share all of their knowledge on request
• workplaces can be managed systematically

In other words, managers need to get closer to reality and see how knowledge flows in 
practice rather than trying to direct and systematise everything.  Although his 
recommendations for global organisations are to adopt highly sophisticated IT systems, 
Snowden’s observations relate to human behaviour.  As such they may be just as 
relevant to small businesses as they are to large ones.

Nancy Dixon7 believes that a fundamental issue of successful knowledge sharing is to 
understand the experience of the receiver of the knowledge.  Receivers have an active 
part to play, and construct new knowledge by combining new ideas with existing 
knowledge.  It is often necessary for the receiver to check their understanding and ask 
questions to fill in gaps in their knowledge. They also need to feel confident about the 
motives and reliability of the provider of the information so that they know whether to 
trust it.

As part of the telephone research, interviewees were asked what leads them to decide 
that they need to speak to a colleague when searching for information rather than rely on 
documents.  Their responses included:

• interpretation, for example when two documents appear to contradict one 
another; 

• explanation, when the reader’s knowledge is not sufficient for them to be 
able to fully interpret the document; 

These provide specific examples of the process Nancy Dixon is referring to.  In other 
words, a well organised document management system is useful, but it can only go so 
far.  A computer network should be focused, not only on finding documents, but also on 
enabling people to identify the right people to talk to.

6 David Snowden 2002 Just in Time Knowledge Management pt 2 published in Knowledge 
Management Review
7 Nancy M Dixon 2002 The Neglected Receiver of Knowledge Sharing published in Ivey Business 
Journal
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The online questionnaire found little evidence of any systematic recognition of 
this. One of the few questions requiring a free-format answer was:

“How does your company encourage the sharing of undocumented information?”

Two answers roughly equated to “it doesn’t”. Most described informal conversations and 
regular meetings, but only one (with 57 employees) described a systematic approach 
with cascade training, peer to peer meetings and team briefings.  

Management style
This somewhat vague heading is intended to cover the simple habits that are sometimes 
difficult to recognise and identify because they are closely associated with culture.  They 
are the things companies do when the management thinks about and encourages real 
participation from the bottom up.  The following exist in some companies for example:

• An informally furnished room available to all staff for brainstorms and to 
exchange ideas

• Rotating chairmanship of meetings so that junior members of staff take 
their turn

• Monthly events where a member of staff showcases their expertise, 
current project etc (in working hours so that all staff are expected to 
attend)

• Positive encouragement through the performance review system to spend 
time sharing knowledge with colleagues

The online questionnaire specifically asked if respondents’ organisations 
• rotated chairmanship 
• had a place where people could hold impromptu meetings
• had a virtual notice board for employees

Yes to no responses were split roughly equally and did not correlate at all with the level 
of priority placed on encouraging employees to share knowledge.  In other words, the 
existence of these facilities seemed not to be associated with knowledge sharing.

Practical Implications
To summarise, a number of activities have been discussed here that have been 
demonstrated to encourage knowledge sharing in large companies and which can be 
implemented in small companies with a little determination (or is it imagination?).  There 
is little evidence from this research that they are recognised as valuable activities by 
many small companies in spite of their strong agreement that knowledge retention is a 
very high priority.

I would suggest that small business managers for whom knowledge retention is a high 
priority could benefit from taking at least some of the following actions, some of which 
are quite time consuming but none of which are expensive.

Network systematically
What is called “networking” is often a random activity involving the collection of business 
cards, the attending of meetings and interesting conversations with the people one 
happens to bump into.  That is not networking, it is socialising.  By reading this, you 
know that SME networks have been identified as a factor for growth.  Take note of the 
comments about weak and strong networks and the different purposes they have.  Make 
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sure that members of your staff are encouraged to network with a purpose – set 
out deliberately to build trusting relationships with key people, and to find out who is in 
their networks.  This needs to apply internally, so that important knowledge is shared 
around and developed rather than sitting in one person’s head.  It also needs to apply 
externally so that your organisation learns. 

Track communication paths
The complexity of this depends of course on the size of your company.  If you have three 
employees, you probably know exactly who asks questions, who answers them and 
whose knowledge is indispensable.  What about if you have 30?  Or 95?

Taking care to introduce the idea in an open and non threatening way, arrange for your 
staff to use questionnaires or work groups to establish the communication flows in your 
company.  It is vital that no-one gets the impression that this activity is associated with 
redundancy or extra pay rises.  The purpose is to find out where or to whom people go 
for information so that you can recognise bottlenecks and improve flows.  The findings 
may or may not surprise you, but you will at least have (reasonably) hard facts on which 
to base some decisions.  You will know who is a willing conduit for news, who never gets 
to hear about things and who is an invaluable repository of industry knowledge but 
seems rarely to be available to share it.

Develop a sharing culture
Culture changes are always gradual, but there are some ideas here that you can try with 
minimum fuss and no expense.  Everything that is successfully introduced will make a 
small improvement to the way people share their knowledge.  If you select a practice like 
the ones mentioned in the “management style” section above, and then ask people what 
they learned from it – you will find out what works in your organisation.  Be bold though! 
Encourage people to challenge the ideas of their bosses and try to make sure that 
people do not feel any shame in asking questions.  It’s how we have learned since we 
could talk.

If you would like to get in touch with the author of this article to ask questions, make 
observations or just explore areas of common interest, she would be delighted to hear 
from you.  

Jane Penson
Words Work 
www.words-work.co.uk
jane@words-work.co.uk
01494 778946


