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Abstract: Intellectual capital creates new ideas how to use the restricted resources in the best way to gain the competitive
advantages and be profitable. Knowledge management helps to establish an environment of creation, development, transfer
and share intellectual capital. At the same time, some companies and enterprises do not use the latest theoretical and
practical achievements in the fields of knowledge management and intellectual capital.

Purpose - to study the objective reasons of knowledge management failure in companies in general analyzing case studies
of failure and present a framework in which the failure factors are linked to the different stages in the cycle of KM
implementation (provided by P. Akhavan and A. Pezeshkan).

Design/methodology/approach — Data for research was collected from authors own working experience in a real business.
After a detailed study — applying grounded theory method — the results categorized and analyzed in precise stages of
implementing KM systems indicating the main failure factors.

Findings — Through analysis of case studies, two main results were achieved. First, the main critical failure factors of KM
projects were identified. Second, identified factors were traced along the KM implementation cycle showing how different
failure factors may effect in each specific stage of the KM cycle.

Originality/value — Due to the fact the organizations do not publish proper reports of failure in their projects because of
their policies, the image of their organization, and privacy, we provide and analyze the real examples of Knowledge
Management Implementation.

Keywords: Applied knowledge management, Knowledge management success factors, Knowledge management,
Knowledge management failure, Knowledge management cycle, Critical failure factor.

by the quantity and quality of tangible resources that
company possesses but its intangible recourses that are
unique and difficult to imitate. Intangible assets such as

1 Introduction

The theme of Knowledge Management (KM) remains

popular and discussed among scientific community where
often emphasize its role in Human Resource Development,
Innovations process, company’s prosperity and nation’s
welfare as whole. The impact of KM is so obvious and
indisputable that we have to see it elsewhere. KM seems
like a universal tool to solve all internal company’s
problems and to improve profitability. Unfortunately, it’s
not enough because products and services have to
absolutely meet the needs of today’s progressively
demanding customer.

Scholars  (Tulkova, 2014) emphasize that current
company’s competitive advantage is determined not only

trademarks, companies’ reputation and skills pertaining to
employees’ know-how, and the corporate culture are
recognized as the core of competitive advantage (Riege,
2005; Jafari et al., 2008). If knowledge is considered as a
key resource for the organization, then it has to be exploited
to create value for the firm (Desouza, 2003). For this
purpose, many approaches have been suggested to manage
company’s knowledge so that organizations can utilize their
knowledge to improve their competitiveness in business
markets (Jafari et al., 2010). Knowledge management (KM)
has been defined as the identification, optimization and
active management of intellectual assets, either in the form
of explicit knowledge held in objects or as tacit knowledge
possessed by individuals or communities (Snowden, s}
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2000; Akhavan et al., 2009a).it! The successful application
of KM systems is important for organizations to be
competitive in knowledge-based economy and to avoid

wasting organizational resources.

At the same time, employees are often faced with poor
management and companies struggle with outdated
knowledge and lack of necessary skills. This means that
KM fails starting from the personal level till macro level.
Although, the history of successful implementation of KM
systems can be found in relevant papers (Jafari et al.,
2009), the examples and case stories of failure to
implement KM systems are also informative and useful.
Thus, research question is what are the failure factors of
KM in general?

2 Research Methodology

Research methodology is constructed on two aspects. First,
literature review helps us to dive into the issues of
Knowledge Management and Intellectual Capital. Then,
using the concept of Grounded theory we analyze several
cases to identify the failure factors of KM. Later, based on
authors” own estimations and thoughts about provided
cases we propose some ways to overcome failure factors.
Grounded theory (GT) — a qualitative research method —
has been used as a research methodology due to the
available rich data that could be used to facilitate the
generation of theoretical results (Locke, 2001). The data
used in this paper is a set of failure cases in the field of KM
from authors’ work experience. These cases were selected
based on whether they offered necessary information about
the complete failure process of KM in which KM projects
had not been fully implemented, had been abandoned after
a while, or they illustrated some important and noticeable
factors that had led KM projects to failure.

To deeply analyze data in this research, researchers had
identified some failure factors, then reviewed and
occasionally adapted them to have more equal
categorizations. After that, through the process of
categorizing main concepts were identified and their
characteristics were established. Distinguishing the
relationships between concepts and axial and selective
coding are the next stages of this step (Goulding,

2002, 2005). Open coding and following selective coding
were done for each case to explore the main features and
foundation of the KM failure process in the company and to
analyze the arrangement of relationships among the
conceptual categories.

3 Literature Review: KM and IC Failures

The management of intellectual capital and knowledge has
become increasingly important in the knowledge-based

society. Both commercial and public organizations identify
the importance of being effective learning organizations.

Knowledge management creates a new working
environment where knowledge and experience can easily
be shared and also enables information and knowledge to
emerge and flow to the right people at the right time so they
can act more efficiently and effectively (Smith, 2001).

Knowledge management is also known as a systematic,
goal oriented application of measures to steer and control
the tangible and intangible knowledge assets of
organizations, with the aim of using existing knowledge
inside and outside of these organizations to enable the
creation of new knowledge, and generate value, innovation
and improvement out of it (Wunram, 2000; pp.2-13).

However, in practice, managers and employees often face
knowledge management failure. Malhotra (2004) cites that:
”...Prior discussion has highlighted that knowledge
management systems fail because of two broad reasons.
First, knowledge management systems are often defined in
terms of inputs such as data, information technology, best
practices, etc., that by themselves may be inadequate for
effective business performance. For these inputs to result in
business performance, the influence of intervening and
moderating variables such as attention, motivation,
commitment, creativity, and innovation, has to be better
understood and accounted for in design of business models.
Secondly, the efficacy of inputs and how they are
strategically deployed are important issues often left
unquestioned as ‘'expected' performance outcomes are
achieved, but the value of such performance outcomes may
be eroded by the dynamic shifts in the business and
competitive environments...”. il

We know about knowledge management failures from
papers and case stories of people who have took part in
knowledge management initiatives (Chan and Chau, 2005;
Pettersson, 2009; Chua and Lam, 2005; Pukkila, 2009) but
thereisnoa

global systematic research of knowledge management
failures, how they differ from country to country, from
industry to industry, how society and specific national
features may influence, and so on. This seems a white spot
in science but not an aim of our paper.

Through literature review about knowledge management
failure factors P. Guptara (1999) highlights 5 things that
can prompt the demise of KM:

- Time. Many organizations are simply too busy to make
KM work. Workers often complain that their workloads are
greater than ever before. It’s better to clearly identify what
should do and what the results are expected from any
implemented KM initiatives.
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- Power. Knowledge-hoarding is often rewarded with
success, promoting the “knowledge is power” notion.
Though, the quantity and quality of KM increase when
information flows freely across individual, divisional,
regional and hierarchical boundaries.

- Structure. Inflexible hierarchical structure works against
the free- flow of knowledge because of the lack of the trust
among individuals (Tulkova, 2014). Trust is the
cornerstone of KM and only genuinely relationship-
oriented companies will survive.

- Measurement systems. Measurement can only be of use if
the right things are evaluated. For knowledge management
to benefit from the metrics companies should assess
contribution to and utilization of company knowledge in
pursuit of profitability versus that of the competitors.
Rewards may push knowledge-sharing process, but it is
important to also cultivate an unselfish culture that shares
knowledge willingly.

- Culture. A collaborative culture must be cultivated.
Organizational culture vitiates the possibility of success
with KM in contemporary organizations. There are many
things that create an organization’s unspoken rules and
ways of doing things. For example, the gossip and the
informal communication among employees about “How
things get done around here.” that is really impossible to
make in principles and algorithms.

4 Implementation Knowledge Management
System and Intellectual Capital Reports

City Manager Project in Scartel (Tulkova, 2014) — Case 1
Scartel is a company that operates in the
telecommunication’s sphere and develops technology LTE
— Long Term Evolution (access to Internet in Russia). CEO
launched the project City Manager in 2011. This project
was complicated because it included several Regional
Managers (RM) who were responsible for the construction
and development of 4G net (LTE) and financial results of
exploiting this net in one particular region, and additionally
City Managers (CM). The position of RM was permanent
and payable rather than the position of CM that was
temporary and non-payable.  Each employee in the
company may become CM. The individual needed to
choose the city (and RM) where a company had or wanted
to construct a net for 4G’ technology. Then depending on
his or her background and knowledge of technology and
work experience pass through a study process (one, two or
more months) by RM. Finally, he or she was responsible
for the construction and development of a 4G net and the
financial results in one city.

The main idea of this project was to provide the opportunity
for employees to learn something new, to develop their
personal and professional skills such as project

management, negotiations, financial models and financial
results, and so on, to enlarge their professional sphere, and
to involve it into their working process.

After 15-16 months, we understood that this project was not
successful enough and did not reach all goals. The
significant problems were:

- the future motivation of employees (monetary and
non-monetary) who were responsible not only of their main
functions but also CM function;

- wider career opportunities in the company.
Untreated systems of career ladder and advancement of
employees have broken the project and, as result, the
exchange of knowledge has stopped.

- obscure rights and rules in the decision-making
process;

- the shrinking of RMs because of
motivation to share knowledge and skills.
Implementation new managerial system in TVCH — Case 2

lack of

One of the bad examples of implementation KM is case of
TVCH. TVCH ZAO 1HDTV is a Russian TV company
specialized in creating channels for satellite and cable
transmission. The company was founded in 2007.

There are over 770,000 subscribers of TVCH channels in
the Moscow and the Moscow Region and more than
210,000 viewers in St. Petersburg and the Leningrad
Region. All over Russia TVCH has more than 6,200,000
subscribers.

Company has the rolling (continuous) planning system for
main activity meaning that each three months economists
prepare the budget for the next 12 months and collect
information about sales, revenues, costs and so on and
provides reports for the financial results of previous three
months. This helps to be more flexible in the decision-
making process and control in-depth operational activity.
To provide these corporate reports and prepare budget for
next period of planning an employee uses several
accounting systems, non-financial reports, and intermediate
estimations in Microsoft Excel. As a result, some
difficulties appear:

- the budget planning and financial reports take a lot
of time;

- only one employee knows all principles, rules and
exceptions for this process;

- inaccuracy and mistakes in provided data:

difficult to estimate the real situation in company.
After noticeable problems, TVCH decided to launch the
KM initiative on a new managerial system that would
collect all necessary data from accounting systems,
transform them, trace them and present financial reports,
dynamics and differences of different stages of the
budgeting process based on certain written rules and
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Procedures. Finally, the KM initiative was run officially in
January 2017. However, there was no positive feedback
from the initiative in TVCH and after 15 months from start,
managers found that nothing was made. Only three
meetings were made during this period of time. The main
factors of KM failure were:

-There was a lack of appropriate planning for the initiative.
-There was not written zones of responsibilities.

-Top managers did not interest in constant real involvement
in the initiative or enough support.

-The reward system was not planned neither was it
controlled efficiently. ik

-The employees did not have enough IT and other KM
instrument skills. sk,

-Unwillingness to share knowledge.

-Required relationships among workers were not
established. sk}

-Inappropriate organizational culture.

5 Frameworks of Crucial Failure Factors in
KM Projects i

For a better understanding of factors leading to failure in
KM efforts, this research is going to trace each individual
factor in the KM process to clarify its role in KM failure. P.
Akhavan and A. Pezeshkan, (2014) have analyzed 10
failure cases of implemented KM and allocated crucial
failure factors of KM implementation that play more often.
In Table 1 we match factors that seem in our cases.
Adopted by authors based on P. Akhavan and A.Pezeshkan,
(2014).

Akhavan et al. (2009b) suggested a framework for the KM

cycle and identified seven stages for this cycle. This

Based on the stages of the cycle illustrated in Figure 1, P.
Akhavan and A. Pezeshkan, (2014) emphasize stages at
which failure factors may appear (see Table 2).Preparation
and infrastructures are a central stage in KM cycle in which
the foundation of the KM process is built. The main tools,
information technology, conditions, budget and project
costs, team, time schedule and planning are made in this
step. In our cases, factors such as separated budget and
improper infrastructure emerged in this stage. Because the
KM team is formed at the beginning of the initiatives, the
failure factors related to it such as inappropriate KM team
member and lack of commitment and support of top
management for KM showed in this stage. If the top
managers are not interested in KM initiatives or do not
support them, it’s not possible to create a suitable
organizational structure and atmosphere to ensure free flow
of knowledge and share an experience.

Organizing and sharing stages of KM cycle have the
greatest number of failure factors. Behavioral and
managerial aspects such as organizational structure and
culture, resistance [s}}]against change, lack of conflict
management, and reward system will potentially lead to
failure factors. If top managers do not pay enough attention
to the issues most of which are related to the workers, their
needs and expectations, employees will militate against
developing of KM initiatives. CFFs.

There are several reasons when the system will become
outdated and users will gradually ignore it:

- KM system is not estimated,

- feedback from employees about KM system is not

gathered and analyzed,
- weaknesses of system are not eliminated after the
implementation.

Having no plan for evaluating the result in this stage stems
from the lack of top managers’ commitment to the KM.
Lack of efficient strategy for development and rollout and
neglecting the evaluation of the KM project result are
failure factors in this stage of KM cycle (P. Akhavan and
A. Pezeshkan, 2014).
These failure factors appear at the different stages of KM
implementation process for different companies depending
on the availability of resource endowments and
organizational structure. Having limited resources, the
small entrepreneurial firms are weaker in early stages of the
KM implementation process where they need to allocate
resources to it while they may not have sufficient resources.
At the same time in early stages of KM they may confront
different risks, entrepreneurial firms, because of their
organizational culture and small size which enhance the
team working in such firms (Knockaert et al., 2011), are
expected to have successful knowledge sharing practices
and also because of the team work culture and smaller
number of knowledge workers the evaluation of the KM
initiatives will be easier and more effective in these firms
(Akhavan and Pezeshkan, 2014).

However, incumbent firms are resourceful and have
distinctive slack resources (Rosenbusch et al., 2011) which
enhance their chance of providing sufficient infrastructure
and technological assets and requirements. Therefore, these
firms would not have the problems smaller firms face in
early stages. But the large number of employees and having
complex multidivisional structure make the knowledge
sharing more complicated and increase the hazard of the
opportunistic behaviors among the workers which hinder
them from knowledge sharing to maintain their monopoly
over what they know (Kapoor and Adner, 2012). Therefore,
the main problems start from the knowledge sharing stage
for big firms (Akhavan and Pezeshkan, 2014).
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Table 1: Main crucial failure factors.

Critical failure factors Case 1 Case 2
Lack of top managers familiarity with aspects of KM projects v v
Inappropriate members of KM team V]
Lack of detailed planning and timing for KM project v v
Lack of separate and sufficient budget for KM v v
Lack of KM-oriented culture in organization v
Lack of commitment and support of top management for KM v v
Nonconformities between current systems and new systems v v
Improper technical infrastructure
Resistance against the change in organization v
Inability of KM team for distinguishing organizational relations v
Overreliance on technology
Project cost v
Lack of knowledge sharing because of knowledge speculation v
Wrong perceived image of KM v
Inappropriate knowledge structure v
Irrelevant knowledge with inappropriate flow and stream v
Lack of sufficient involvement of workers v
Lack of conflict management v
Lack of efficient strategy for development and rollout v
Inefficient reward system v v
Unfamiliarity of workers with KM tools v v
Not measuring and evaluating the KM project results
Lack of required relation to routine tasks
Weak usability of KM system v
External consultants’ weakness in business knowledge and organizational relation
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Knowledge identification — Knowledge collecting
{1 4
KM evaluation Knowledge organizing
i {
Knowledge sharing (—— Knowledge storage
Preparations and infrastructures

Fig.1: KM cycle
Source: Akhavan et al. (2009b)

Table 2: Main crucial failure factors based on LM cycle.

Critical failure | Infrastructure
factors and Identification | Collecting Organizing | Storage Sharing Evaluation
preparation

Lack of top
managers
familiarity v
with aspects
of KM
projects

Inappropriate v
members of
KM team

Lack of
detailed
planning and v
timing for KM
project

Lack of
separate and
sufficient v
budget for
KM

Lack of KM-
oriented

culture in J/
organization

Lack of
commitment
and support of
top v
management
for KM
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Nonconformities
between current
systems and new
systems

Improper
technical v
infrastructure

Resistance against
the change in v
organization

Inability of KM
team for
distinguishing v
organizational
relations

Overreliance on
technology

Project cost v

Lack of

knowledge
sharing because of v
knowledge
speculation

Wrong perceived
image of KM

Inappropriate
knowledge v v v
structure

Irrelevant
knowledge with
inappropriate flow
and stream

Lack of sufficient
involvement of v v
workers

Lack of conflict
management

Lack of efficient
strategy for
development and
rollout

Inefficient reward
system

© 2019 NSP
Natural Sciences Publishing Cor.



http://www.naturalspublishing.com/Journals.asp

40 L e

N. Khazieva,et al.: Why Knowledge Management Fails? ...

Unfamiliarity
of workers
with KM
tools

Not
measuring
and
evaluating the
KM project
results

Lack of
required
relation to
routine tasks

Not clarifying
the KN result
relation to
routine tasks

Weak
usability of v
KM system

External
consultants’
weakness in
business
knowledge
and
organizational
relation

6 Conclusions

Knowledge management can play a significant role for
recombinations into new and innovative ideas. Knowledge
management provides the tools, processes and platforms to
ensure knowledge availability and accessibility, e.g.
through structuring of the knowledge base.

It’s obvious that the discussions about the role and
influence of knowledge and knowledge management do not
subside. At the same time, not all KM initiatives and
projects reach goals are successful. In this connection;
understanding and knowing the potential reasons of failure
can help decrease embezzlement of organizational
resources.

This paper uses a grounded theory method to come up with
its results. Detailed described cases from authors’ work
experience explain the process of the failure of KM
implementation projects and initiatives. After analysis of
each case, the stage(s) in which failure factors emerged was

determined. Then, different failure factors were traced to
the appropriate stage of the KM cycle. A remarkable point
is that most of the potential failure factors can arise in the
preparation phase. KM team, budget, time planning,
workers’ involvement are very important in the initial
stage.

Most reasons of KM failures are clearly visible in the
sharing stage of KM implementation. Workers should be
motivated to become involved in sharing the knowledge
and the results of their attempts should be evaluated and
rewarded. Also, lack of KM-oriented culture, worker
resistance, and conflict management may demise KM
initiatives.

Similar to any other research, this study has some limitation
that is necessary to mention. The results of the research are
based on authors’ work experience and a new case study
should be conducted to enrich the sample and capture
possible missed reasons of KM failure. At the same time,
answering the following questions could expand current
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research:

1) KM fails because we use old methods;

2) KM fails because we use new methods;

3) KM fails because we use both old and new

methods

Talking about practical and theoretical implementation, this
framework helps managers and practitioners to recognize
the potential failure factors in each stage of the KM cycle
and avoid them. Surely, most important is the willingness
and opportunity of top managers to implement KM
initiatives and to finish KM projects. Forists researchers, sk
the Knowledge Management could not be a panacea for all
problems in company, society and so on. KM is hard work
of implementation and developing with unpredictable
results.
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