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K nowledge management practicein Australian law firms

Abstract

A law firm can be understood as a social community specializing in the speed and
efficiency in the creation and transfer of legal knowledge. Knowl edge management was
introduced to law firms to help themto create, share, and use knowledge more
effectively. Information technology can play an important role in successful knowledge
management initiatives. This article draws on research from a sample of law firmsin
Australia to explore links between knowledge sharing, rewards and use of information
technology. Research results indicate a significant relationship between knowledge
sharing and use of information technology. In firms that focus on end user tools for
lawyers, knowledge sharing attitudes are significantly different from firms that focus on
storing information from lawyers.



K nowledge management practicein Australian law firms

INTRODUCTION

Variations in knowledge sharing attitudes and reward attitudes are found in law firms
(Hunter et al. 2002). While lawyers in some law firms are strongly encouraged to share
with others what they have learned from their recent assignments, and teamwork in such
firms seems fully recognized and rewarded, lawyersin other firms have senior staff that
are too busy to reflect on their experiences and share them, and teamwork in such firms
seems not recognized and rewarded.

Making this picture even more interesting is the use of information technol ogy.
While law firms with current projects for information technology to support knowledge
management that focus on end-user tools for lawyers seem to have individual reward
attitudes, law firms with projects that focus on storing information for sharing seem to
have teamwork reward attitudes.

This article draws on research from a sample of law firmsin Australiato explore
such links between knowledge sharing attitudes, reward attitudes and use of information
technology. First, knowledge management is discussed, followed by discussions of law
firms and use of information technology. Then, survey results from Australia are
presented and discussed.

KNOWLEDGE MANAGEMENT

A new perspective on knowledge in organizations is being created. Organizations are
viewed as bodies of knowledge, and knowledge management is considered an
increasingly important source of competitive advantage for organizations. This paper
applies the knowledge-based view of the firm that has established itself as an important
perspective in strategic management. This perspective builds on the resource-based
theory of the firm. According to this theory, performance differences across firms can
be attributed to the variance in the firms' resources and capabilities.

The knowledge-based view argues that the products and services produced by
tangible resources depend on how they are combined and applied, which is a function of
the firm’s know how. This knowledge is embedded in and carried through individual
employees as well as entities such as organization culture and identity, routines,
policies, systems and documents. The knowledge-based view of the firm posits that
these knowledge assets may produce long-term sustainable competitive advantage for
the firm because knowledge-based resources are socially complex to understand and
difficult to imitate by other firms (Alavi and Leidner 2001).

Knowledge cannot be stored in computers; it can only be stored in the human
brain. According to Fahey and Prusak (1998), knowledge is what a knower knows; there
is no knowledge without someone knowing it. Knowledge is information combined
with experience, context, interpretation, reflection, intuition and creativity. Information,
which can be stored in computers, becomes knowledge once it is processed in the mind
of an individual. This knowledge then becomes information again once it is articul ated
or communicated to othersin the form of text, computer output, spoken words, or
written words or other means. Six characteristics of knowledge distinguish it from
information: knowledge is a human act, knowledge is the residue of thinking,



knowledge is created in the present moment, knowledge belongs to communities,
knowledge circulates through communities in many ways, and new knowledgeis
created at the boundaries of old.

Our concern with distinctions between information and knowledge is based on
real differences as well as technology implications. Real differences between
information and knowledge do exist, although for most practical purposes these
differences are of no interest at all. Information technology implications are concerned
with the argument that computers can only manipulate el ectronic information, not
electronic knowledge. Business systems are loaded with information, but without
knowledge.

K nowledge management was introduced to the business world to help
companies create, share, and use knowledge more effectively. Knowledge management
(KM) can be defined as a method to simplify and improve the process of sharing,
distributing, creating, capturing and understanding knowledge in the company. KM is
description, organization, sharing and development of knowledge in the firm. KM is
managing knowledge-intensive activitiesin the firm. KM is adiscipline focused on
systematic and innovative methods, practices, and tools.

Distinctions can be made between core, advanced and innovative knowledge.
These knowledge categories indicate different levels of knowledge sophistication. Core
knowledge is that minimum scope and level of knowledge for daily operations, while
advanced knowledge enables a firm to be competitively viable, and innovative
knowledge is the knowledge that enables the firm to lead itsindustry and competitors
(Tiwana 2000):

Core knowledge is the basic knowledge required to stay in business. Thisisthe type
of knowledge that can create efficiency barriers for entry of new companies, as new
competitors are not up to speed in basic business processes. Since core knowledge is
present in all existing competitors, the firm must have this knowledge even though it
will provide the firm with no advantage that distinguishesit from its competitors. In
alaw firm, examples of core knowledge include knowledge of the law, knowledge
of the courts, knowledge of clients and knowledge of procedures.

Advanced knowledge is what makes the firm competitively visible and active. Such
knowledge alows the firm to differentiate its products and services from that of a
competitor through the application of superior knowledge in certain areas. Such
knowledge alows the firm to compete head on with its competitors in the same
market and for the same set of customers. In alaw firm, examples of advanced
knowledge include knowledge of law applications, knowledge of important court
rulings and knowledge of successful procedura case handling.

Innovative knowledge alows afirm to lead its entire industry to an extent that
clearly differentiates it from competition. Such knowledge allows afirm to change
the rules of the game by introducing new business practices. Such knowledge
enables a firm to expand its market share by winning new customers and by
increasing service levels to existing customers. In alaw firm, examples of
innovative knowledge include knowledge of standardized repetitive legal cases,
knowledge of successful settlements and knowledge of modern information
technology to track and store vast amounts of information from various sources.



Information technology can play an important role in successful knowledge
management initiatives. However, the concept of coding and transmitting knowledgein
organizationsis not new: training and employee development programs, organizational
policies, routines, procedures, reports, and manuals have served this function for many
years. What is new and exciting in the knowledge management areais the potential for
using modern information technology (e.g., the Internet, intranets, extranets, browsers,
data warehouses, data filters, software agents, expert systems) to support knowledge
creation, sharing and exchange in an organization and between organi zations. Modern
information technology can collect, systematize, structure, store, combine, distribute
and present information of value to knowledge workers (Nahapiet and Ghoshal 1998).

According to Davenport and Prusak (2000), more and more companies have
instituted knowledge repositories, supporting such diverse types of knowledge as best
practices, lessons learned, product development knowledge, customer knowledge,
human resource management knowledge, and methods-based knowledge. Groupware
and intranet-based technol ogies have become standard knowledge infrastructures. A
new set of professional job titles — the knowledge manager, the knowledge coordinator,
and the knowledge-network facilitator — affirms the widespread legitimacy that
knowledge management has earned in the corporate world.

The low cost of computers and networks has created a potential infrastructure
for knowledge sharing and has opened up important knowledge management
opportunities. Computational power as such has little relevance to knowledge work, but
the communication and storage capabilities of networked computers make it an
important enabler of effective knowledge work. Through email, groupware, the Internet,
and intranets, computers and networks can point to people with knowledge and connect
people who need to share knowledge independent of time and place.

LAW FIRMS

A law firm can be understood as a social community specializing in speed and
efficiency in the creation and transfer of legal knowledge (Nahapiet and Ghoshal 1998).
Many law firms represent large corporate enterprises, organizations, or entrepreneurs
with aneed for continuous and specialized legal servicesthat can only be supplied by a
team of lawyers. The client is a customer of the firm, rather than a particular lawyer.
According to Galanter and Palay (1991), relationships with clients tend to be enduring.
Such repeat clients are able to gain benefits from the continuity and economies of scale
and scope enjoyed by the firm.

Lawyers can be defined as knowledge workers. They are professionals who have
gained knowledge through formal education (explicit) and through learning on the job
(tacit). Often, thereis some variation in the quality of their education and learning. The
value of professionals education tends to hold throughout their careers. For example,
lawyersin Norway are asked whether they got the good grade of ‘laud’ (now A), even
thirty years after graduation. Professionals' prestige (which is based partly on the
institutions from which they obtained their education) is a valuable organizationa
resource because of the elite socia network that provides access to valuable external
resources for the firm (Hitt et al. 2001).

Lawyerswork in law firms, and law firms belong to the legal industry.
According to Becker et a. (2001), the legal industry will change rapidly because of
three important trends. First, global companiesincreasingly seek out law firms that can



provide consistent support at all business |locations and integrated cross-border
assistance for significant mergers and acquisitions as well as capital-market
transactions. Second, client loyalty is decreasing as companies increasingly base
purchases of legal services on a more objective assessment of their value, defined as
benefits net of price. Finaly, new competitors have entered the market, such as
accounting firms and Internet-based legal servicesfirms.

Montana (2000) is not convinced that law firmswill change, arguing that law
stands out as an anachronism in the age of knowledge management. Law is entirely
man-made; there are no hidden physical principles. A person researching some question
of law ought to be able to quickly and easily derive an answer with certainty. According
to Montana (2000), nothing is further from the truth.

The entire body of law is an accumulated historical knowledge without
organization. Law is a conservative calling steeped in its own traditions. Montana
(2000) predictsthat little will happen because of the obstacles posed by expectations,
cost, training and vested interests.

Both Becker et al. (2001) and Mountain (2001) believe that law firms will have
to change. Mountain (2001) has addressed the question why law firms ought to invest in
online legal services when studies to date show that there is no correlation between law
firm technology and profitability. He argues that legal web advisors are a disruptive
technology that law firm competitors, such as accounting firms, dot-coms, and
corporate clients, are beginning to harness to erode law firm margins.

All authors seem to agree that the competitive strength of alaw firm comes from
knowledge. Knowledge is arenewable, reusable and accumulating resource of value to
the firm when applied in the production of legal services. Furthermore, all authors seem
to agree that knowledge management can be improved in law firms, and that
information technology can be an enabler of knowledge management improvement in
law firms.

Classification of knowledge into categories and dimensions may depend on
industry. For example, there are likely to be different knowledge categoriesin a bank
compared to alaw firm. At the same time, there will be certain generic knowledge
categories such as market intelligence and technol ogy understanding in most companies
independent of industry. When classifying knowledge in afirm, it isimportant to do the
analysis without the organization chart. If you classify knowledge into technology
knowledge, production knowledge, marketing knowledge and financial knowledge, it
may be because the firm according to the organization chart consists of a development
department, production department, marketing department and financial department. It
might be more useful to introduce new knowledge categories such as product
knowledge, which includes knowledge of devel opment, production, marketing and
finance. By identifying cross-sectional knowledge categories and dimensions, solutions
for improved knowledge flows in the organization will emerge.

A law firmisagood example. A law firm is organized according to legd
disciplines. Some lawyers work in the tax department, while others work in the mergers
and acquisitions department. The types of knowledge involved in the practice of law can
be categorized as administrative, declarative, procedural and analytical (Edwards and
Mahling 1997):



Administrative knowledge, which includes all the nuts and bolts information about
firm operations, such as hourly billing rates for lawyers, client names and matters,
staff payroll data, and client invoice data.

Declarative knowledge, which is knowledge of the law, the legal principles
contained in statutes, court opinions and other sources of primary legal authority;
law students spend most of their law school time acquiring this kind of knowledge.
Procedural knowledge, which involves knowledge of the mechanisms of complying
with the law’ s requirements in a particular situation: how documents are used to
transfer an asset from Company A to Company B, or how forms must be filed where
to create a new corporation. Declarative knowledge is sometimes |abelled know-that
and know-what, while procedural knowledge is |abelled know-how.

Analytical knowledge that pertains to the conclusions reached about the course of
action aparticular client should follow in a particular situation. Analytical
knowledge results, in essence, from analysing declarative knowledge (i.e.,
substantive law principles) asit appliesto a particular fact setting.

Classification of knowledge into categories and dimensions has important limitations.
For example, the classification into explicit and tacit knowledge may create static views
of knowledge. However, knowledge development and sharing are dynamic processes,
and these dynamic processes cause tacit knowledge to become explicit, and explicit
knowledge to become tacit over time. Tacit and explicit knowledge depend on each
other, and they influence each other. In this perspective, Alavi and Leidner (2001) argue
that whether tacit or explicit knowledge is the more valuable may indeed miss the point.
The two knowledge categories are not dichotomous states of knowledge, but mutually
dependent and reinforcing qualities of knowledge: tacit knowledge forms the
background necessary for assigning the structure to develop and interpret explicit
knowledge.

According to Alavi and Leidner (2001), the linkage of tacit and explicit
knowledge suggests that only individuals with arequisite level of shared knowledge are
able to exchange knowledge. They suggest the existence of a shared knowledge space
that isrequired in order for individual A to understand individual B’s knowledge. The
knowledge space is the underlying overlap in knowledge base of A and B. Thisoverlap
istypically tacit knowledge. It may be argued that the greater the shared knowledge
space, the less the context required for individuals to share knowledge within the group
and, hence, the higher the value of explicit knowledge. For examplein alaw firm,
lawyers in the maritime law department may have alarge knowledge space so that even
avery limited piece of explicit knowledge can be of great value to the lawyers.

INFORMATION TECHNOLOGY

In this research, we distinguished between four categories of current projects for
information technology to support knowledge management in law firms; end-user-tools
systems, who-knows-what systems, what-they-know-systems, and how-they-think
systems:

|. End user tools are made available to knowledge workers. This means a capable
networked PC on every desk or in every briefcase, with standardized personal
productivity tools (word processing, presentation software) so that documents can
be exchanged easily throughout a company. More complex and functional desktop



infrastructures can also be the basis for the same types of knowledge support. Focus
on end user tools is recognized by widespread dissemination and use of such tools
among knowledge workers in the company. For example, lawyersin alaw firm will
use word processing, spreadsheet, legal databases, presentation software, and
scheduling programs extensively.

Information about who knows what is made available to all people in the firm and to
selected outside partners. Search engines should enable work with athesaurus, since
the terminology in which expertise is sought may not always match the terms the
expert uses to classify that expertise.

According to Alavi and Leidner (2001), the creation of corporate directories,
also referred to as the mapping of internal expertise, is a common application of
knowledge management technology. Because much knowledge in an organization
remains uncodified, mapping the internal expertise is a potentially useful application
of technology to enable easy identification of knowledgeable persons.

Here we find the cartographic school of knowledge management (Earl 2001),
which is concerned with mapping organizational knowledge. It aimsto record and
disclose who in the organization knows what by building knowledge directories.
Often called Y ellow Pages, the principal ideaisto make sure knowledgeabl e people
in the organization are accessible to others for advice, consultation, or knowledge
exchange. Knowledge-oriented directories are not so much repositories of
knowledge-based information as gateways to knowledge, and the knowledgeis as
likely to be tacit as explicit.

Information about who knows what is sometimes called metadata, representing
knowledge about where the knowledge resides. Providing taxonomies or
organizational knowledge maps enables individuals to rapidly locate the individual
who has the needed knowledge, more rapidly than would be possible without such
| T-based support.

One starting approach for who-knows-what systems is to store curriculum vitae
(CV) for each knowledge worker in the firm. Areas of expertise, projects completed
and clients helped may over time expand the CV. For example, alawyer in alaw
firm works on cases for clients using different information sources that can be
registered on yellow pages in terms of an intranet.

The creation of aknowledge network is an important part of who-knows-what
systems. Unless specialists can communicate easily with each other across platform
types, expertise will deteriorate. People have to be brought together both virtually
and face-to-face to exchange and build their collective knowledge in each of the
specialty areas. The knowledge management effort is focused on bringing the
experts together so that important knowledge can be shared and amplified, rather
than on mapping expertise or benchmarking that occurs in what-they-know systems.

According to Earl (2001), knowledge directories represent more of abelief in
personalized knowledge of individuals than the codified knowledge of knowledge
bases and may demonstrate organizational preferences for human, not technol ogy-
mediated, communication and exchange. The knowledge philosophy of firms that
settle here can be seen as one of people connectivity. Consequently, the principal
contribution from IT isto connect people viaintranets and to help them locate
knowledge sources and providers using directories accessed by the intranet.
Extranets and the Internet may connect knowledge workers to external knowledge
sources and providers.



Information from knowledge workersis stored and made available to all peoplein
the firm and to selected outside partners. Here data mining techniques can be
applied to find relevant information and combine information in data warehouses.
On abroader basis, search engines are web browsers and server software that work
with athesaurus, since the terminology in which expertise is sought may not always
match the terms the expert uses to classify that expertise.

One starting approach for who-knows-what systems is to store project reports,
notes, recommendations and letters from each knowledge worker in the firm. Over
time, this material will grow fast, making it necessary for alibrarian or a chief
knowledge officer (CKO) to organizeit. In alaw firm, al client cases will be
classified and stored in databases using software such as Lotus Notes.

An essential contribution that IT can make is the provision of shared databases
across tasks, levels, entities, and geographies to all knowledge workers throughout a
process (Earl, 2001).

According to Alavi and Leidner (2001), one survey found that 74% of
respondents believed that their organization®best knowledge was inaccessible and
68% thought that mistakes were reproduced several times. Such perception of
failure to apply existing knowledge is an incentive for mapping, codifying and
storing information derived from internal expertise.

According to Alavi and Leidner (2001), one of the most common applicationsis
internal benchmarking with the aim of transferring internal best practices. To be
successful, best practices have to be coded, stored and shared among knowledge
workers.

In addition to (i) best practices knowledge within a quality or business process
management function, other common applications include (ii) knowledge for sales
purposes involving products, markets and customers, (iii) lessons learned in projects
or product development efforts, (iv) knowledge around implementation of
information systems, (v) competitive intelligence for strategy and planning
functions, and (vi) learning histories or records of experience with anew corporate
direction or approach (Grover and Davenport, 2001).

Access to both knowledge (expertise, experience, and learning) and information
(intelligence, feedback, and data analyses) are provided by systems and intranets to
operatives, staff, and executives. The supply and distribution of knowledge and
information are not restricted. Whereas we might say for end-user-tools projects,
"give knowledge workers the tools to do the job", we now add, "give knowledge
workers the knowledge and information to do the job". According to Earl (2001),
thisis another way of saying that the philosophy is enhancing the firm® capabilities
with knowledge flows.

Although most knowledge repositories serve a single function, Grover and
Davenport (2001) found that it isincreasingly common for companies to construct
an internal portal so that employees can access multiple different repositories and
sources from one screen. It is also possible and increasingly popular for repositories
to contain information as well as pointers to experts within the organization on key
knowledge topics. Often called Knowledge Y ellow Pages, these systems facilitate
contact and knowledge transfer between knowledgeabl e people and those who seek
their knowledge. Stored, codified knowledge is combined with lists of individuals
who contributed the knowledge and could provide more detail or background on it.



According to Grover and Davenport (2001), firmsincreasingly view attempts to
transform raw data into usable knowledge as part of their knowledge management
initiatives. These approaches typically involve isolating data in a separate
warehouse for easier access and the use of statistical analysis or data mining and
visualization tools. Since their goa isto create data-derived knowledge, they are
increasingly addressed as part of knowledge management.

Information systems solving knowledge problems are made available to knowledge
workers and solution seekers. Artificial intelligence is applied in these systems. For
example, neura networks are statistically oriented tools that excel at using datato
classify cases into one category or another. Another example is expert systems that
can enable the knowledge of one or afew experts to be used by a much broader
group of workers who need the knowledge.

According to Alavi and Leidner (2001), an insurance company was faced with
the commoditisation of its market and declining profits. The company found that
applying the best decision making expertise via a new underwriting process
supported by a knowledge management system based on best practices enabled it to
move into profitable niche markets and, hence, to increase income.

According to Grover and Davenport (2001), artificial intelligenceis applied in
rule-based systems, and more commonly, case-based systems are used to capture
and provide access to customer service problem resolution, legal knowledge, new
product development knowledge, and many other types.

Expert system is an example of knowledge management technology solving
knowledge problems. According to Curtis and Cobham (2002), the short answer is
that an expert system is a computerized system that performs the role of an expert or
carries out atask that requires expertise. In order to understand what an expert
systemis, then, it isworth paying attention to the role of an expert and the nature of
expertise. It isthen important to ascertain what types of expert and expertise there
are in business and what benefits will accrue to an organization when it develops an
expert system.

For example, adoctor having a knowledge of diseases comes to adiagnosis of
an illness by reasoning from information given by the patient’s symptoms and then
prescribes medication on the basis of known characteristics of available drugs
together with the patient’ s history. The lawyer advises the client on the likely
outcome of litigation based on the facts of the particular case, an expert
understanding of the law and knowledge of the way the courts work and interpret
thislaw in practice. The accountant |0oks at various characteristics of acompany’s
performance and makes ajudgment as to the likely state of health of that company
(Curtis and Cobham 2002).

All of these tasks involve some of the features for which computers traditionally
have been noted — performing text and numeric processing quickly and efficiently —
but they aso involve one more ability: reasoning. Reasoning is the movement from
details of a particular case and knowledge of the general subject area surrounding
that case to the derivation of conclusions. Expert systems incorporate this reasoning
by applying general rulesin an information base to aspects of a particular case under
consideration (Curtis and Cobham 2002).

METHODOLOGY
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To understand the rel ationship between Australian law firms’ use of information
technology and their knowledge sharing perceptions and reward attitudes it was decided
to use the mail out survey approach similar to the one used in earlier studies
(Khandelwal and Gottschalk, forthcoming).

There are some limitations attributed to the survey approach (Galliers, Merali and
Spearing, 1994). First, the response rate of asurvey is generally low. Second, thereisno
control on who in the enterprise would respond to the survey. To attribute the responses
of anindividual to the whole enterprise can be questionable. To address these
limitations and to maximise the survey response each mail out was addressed to the
Managing Partner. The survey instrument itself was a smplified questionnaire asking
guestions pertaining to the law firms' use of information technology, and their
knowledge sharing perceptions and reward attitudes as follows.

For information technology support the respondents were first asked to rate a number of
individual itemsin answer to the question, “To what extent is the following information
technology used by lawyersin the firm”, using a Likert scale (1=To alittle extent, 6=To
agreat extent). These items as given below pertained to the four categories of
information technology projects discussed in the previous section.

|. Word processing, Presentation software, Electronic mail, External legal
databases, End user tools for lawyers
I1. Groupware for cooperation (e.g., Lotus Notes), The firm®intranet, The firm®

own web pages on the Internet, Internal standards database, Systems providing
information about |awyers@xnowledge

1. Groupware for knowledge (e.g., Lotus Notes), Database with client cases,
Database with best practices, Document system, Systems providing information
based on lawyers@xnowledge

V. Expert system, Neural network system, Intelligent agent (e.g., Autonomy), Case-
based reasoning system , Systems solving knowledge problems for lawyers

Next they were asked to indicate which of the following description most closely fits
their current projects for information technology to support knowledge management in
the firm.

- End-user tools will be made available to lawyers. This means a capable
networked PC on every desk or in every briefcase, with standardised personal
productivity tools (word processing, presentation software) so that documents
can be exchanged easily throughout a company. A widespread dissemination
and use of end-user tools among knowledge workers in the company is to take
place.

- Information about who knows what will be made available to lawyers. It aims
to record and disclose who in the organisation knows what by building
knowledge directories. Often called ®ellow pages®the principa ideaisto
make sure knowl edgeabl e people in the organisation are accessible to others
for advice, consultation, or knowledge exchange. Knowledge-oriented
directories are not so much repositories of knowledge-based information as
gateways to knowledge.

11



- Information from lawyers will be stored and made available to colleagues.
Here data mining techniques will be applied to find relevant information and
combine information in data warehouses. One approach is to store project
reports, notes, recommendations and |etters from each lawyersin the firm.
Over time, this materia will grow fast, making it necessary for alibrarian or a
chief knowledge officer (CKO) to organiseit.

- Information systems solving knowledge problems will be made available to
lawyers. Artificia intelligence will be applied in these systems. For example,
neural networks are statistically oriented tools that excel at using data to
classify cases into one category or another. Another exampleis expert systems
that can enable the knowledge of one or afew experts to be used by a much
broader group of lawyers who need the knowledge.

Finally the respondents were asked to rate a number of individual items pertaining to
knowledge-sharing perceptions and reward attitudes in answer to the question, “To what
extent do you agree with the following statements about the firm”, using a Likert scale
(1=To alittle extent, 6=To a great extent). These items are as follows.

Knowledge-sharing perceptions

1. Lawyers are encouraged to share with others what they have learned from their
recent assignments

2. Senior staff aretoo busy to reflect on their experiences and share them

3. Thefirm has a well-organised system for sharing knowledge (e.g. about clients,
managing projects, new approaches) within departments or practice areas

4. Thefirm has a well-organised system for sharing knowledge (e.g. about clients,
managing projects, new approaches) across departments or practice areas

5. Thereisan expectation that lawyers or their teams will have to take aregular
turn to provide areflection on learning experiences

6. Sharing knowledge systematically is part of the firm®culture

Reward attitudes

1. Lawyer sdlary increases in the firm are based on ability and how well he/she
does his/her work

2. Promotion of alawyer in the firm is based on ability and how well he/she does
his/her work

3. Lawyersarefairly rewarded for the amount of effort they put in

4. Theinteresting nature of the lawyers work compensates for long hours and
stressful workload

5. Theteam asawholeisrewarded for good work

6. Teamwork inthisfirmisfully recognised and rewarded

LAW FIRM SURVEY

The law firms selected consisted of 500 of Australia®largest law firms. The
questionnaire was mailed to the managing director in each firm. 47 questionnaires were
returned and received by the researchers. A summary of the characteristics of
respondentsis shown in Table 1. Most respondents had a management position in the
firm, and the most frequent reply was managing partner. The IT budget was 4.2% of the
total revenue budget, and the IT staff was 3.1% of the total staff.

12



Characteristic Response

Job title Managing partner (11), Knowledge manager (5), CEO (4), CIO (4)
Years with the firm 11 years

Persons in the firm 121 persons

Lawyers in the firm 76 persons

Partners in the firm 19 persons

Revenue budget 10. 6 million dollars

IT budget 0.45 million dollars

Persons in IT function | 3.8 persons

Tablel Characteristicsof respondents

Hunter et al. (2002) studied knowledge management practice in Scottish law firms.
They measured knowledge sharing perceptionsin five law firmsin Scotland. The same
survey instrument was used in this research for Australian law firms. Results are
summarized in Table 2. The scale went from 1 (to alittle extent) to 6 (to agreat extent).

Score Agreeing | Agreeing | Difference
Iltem | Statement Australia | Australia | Scotland | Australia
K1 | Lawyers are encouraged to share with 4.2 40% 57% -13%
others what they have learned from their
recent assignments
K2 | Senior staff are too busy to reflect on their 3.8 40% 26% +14%
experiences and share them
K3 | The firm has a well-organised system for 3.2 23% 49% -16%

sharing knowledge (e.g. about clients,
managing projects, hew approaches) within
departments or practice areas

K4 | The firm has a well-organised system for 2.8 13% 26% -13%
sharing knowledge (e.g. about clients,
managing projects, new approaches) across
departments or practice areas

K5 | There is an expectation that lawyers or their | 2.8 13% 46% -33%
teams will have to take a regular turn to
provide a reflection on learning experiences

K6 | Sharing knowledge systematically is part of 3.1 21% 34% -13%
the firm's culture

Table2 Knowledge sharing perceptions

The highest scorein Table 2 is achieved for the item that |awyers are encouraged to
share with others what they have learned from their recent assignments. Hunter et al.
(2002) reported the numbers and percentages agreeing or strongly agreeing with
statements about knowledge sharing. The same calculation was applied in this research
to enable comparison of results. There are some interesting differences aslisted in Table
2. For example, senior staff is more often too busy to reflect on their experiences and
share them in Australian law firms than in Scottish law firms.

Hunter et al. (2002) also measured reward perceptionsin the five law firmsin
Scotland. The same survey instrument was used in this research for Australian law
firms. It was found of interest to see how these two compare. Results are summarized in
Table 3. Again, the scale went from 1 (1=To alittle extent, 6=To a great extent).

Score Agreeing | Agreeing | Difference
Item Statement Australia | Australia | Scotland | Australia
R1 Lawyer salary increases in the firm are 4.8 68% 46% +22%
based on ability and how well he/she does
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his/her work

R2 Promotion of a lawyer in the firm is based 5.0 72% 46% +26%
on ability and how well he/she does his/her
work

R3 Lawyers are fairly rewarded for the amount | 4.9 78% 49% +29%
of effort they put in

R4 The interest of the work lawyers do 3.3 15% 40% -25%
compensates for long hours and a stressful
workload

R5 The team as a whole is / should be 3.4 25% 86% -61%
rewarded for good work

R6 Teamwork in this firm is fully recognized 3.6 32% 14% +18%
and rewarded

Table3 Reward perceptions

The highest scorein Table 3 is achieved for the item that promotion of alawyer in the
firm is based on ability and how well he/she does hig’her work. Hunter et al. (2002)
reported the numbers and percentages agreeing or strongly agreeing with statements
about knowledge sharing. The same calculation was applied in this research to enable
comparison of results. There are some interesting differences as listed in Table 3. For
example, lawyersin Australian law firms seem more fairly rewarded for the amount of
effort they put in than lawyers in Scottish law firms. Another large difference is found
in the item concerned with team rewards. However, while Hunter et al. (2000) used the
word "should", this research used the word "is" to be better aligned with the other
questions that are all concerned with the current situation.

Caution is required when comparing Scottish and Australian results. While the
47 respondents in Australia were law firm executives, the 35 respondentsin Scotland
were associate staff (15), assistants (9), trainees (3), non-legally staff (8). Some of the
differencesin tables 2 and 3 do most certainly have to be attributed to the different
categories of respondents in the two countries rather than to differences between law
firmsin the two countries.

As suggested in the introduction to this article, we may find variationsin
knowledge sharing attitudes and reward attitudes in law firms (Hunter et a. 2002).
Rel ationships between attitudes can be explored by correlation analysis. In Table 4, al
correlation coefficients between six knowledge-sharing attitudes from Table 2 and
reward attitudes from Table 3 are listed.

K1 K2 K3 K4 K5 K6 R1 R2 R3 R4 R5 R6
K1 -50% | .53* S1x .54x* .64** 31 .30%* .16 .27 37 .50%*
K2 -45% | -44% | -32*% -50% | -.17 -.14 -.14 =17 -.34* -.36**
K3 .85%* 53 .64** .08 .16 -.05 .25 .32* A%
K4 45** g1 -.02 .15 -.01 .19 31 A3+
K5 .63** .02 -.03 -.25 .23 .06 27
K6 .06 .22 .04 12 31 A3
R1 A3 43 17 21 .29
R2 .62** .18 .24 .22
R3 .02 .09 .03
R4 31 .26
R5 87+
R6

Table4 Correlation analysisfor knowledge sharing per ceptions and reward
attitudes (correlation is significant at p<.05 when * and p<.01 when **)
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Many of the correlationsin Table 4 are significant. Correlations suggested in the
introduction of this article will be explored first. It was suggested that lawyersin some
law firms are strongly encouraged to share with others what they have learned from
their recent assignments, and teamwork in such firms seems fully recognized and
rewarded. The measurement of this relationship is between K1 and R6. Indeed, Table 4
shows a significant correlation coefficient of .50. Hence, the following hypothesisis
supported: The extent of encouragement to share with others what lawyers have learned
fromtheir recent assignmentsis positively related to the extent of recognition and
reward for teamwork in the firm.

It was further suggested in the introduction that lawyers in firms that have senior
staff that are too busy to reflect on their experiences and share them, and teamwork in
such firms seems not recognized and rewarded. The measurement of thisrelationshipis
between K2 and R6. Indeed, Table 4 shows a significant negative correlation coefficient
of -.36. Hence, the following hypothesis is supported: The extent of senior staff being
too busy to reflect on their experiences and share themis negatively related to the
extent of recognition and reward for teamwork in the firm. In Table 4, there are many
more significant correlation coefficients of interest:

The extent of encouragement to share with others what lawyers have learned

fromtheir recent assignmentsis positively related to the extent lawyer salary.

increases in the firm are based on ability and how well he/she does hig/her work.

The extent of encouragement to share with others what lawyers have |earned

fromtheir recent assignmentsis positively related to the extent promotion of a

lawyer in the firmis based on ability and how well he/she does his/her work.

The extent of encouragement to share with others what lawyers have learned

fromtheir recent assignmentsis positively related to the extent the teamas a

wholeis rewarded for good work.

The extent to which the firm has a well-organized system for sharing knowledge

(e.g., about clients, managing projects, new approaches) within departments or

practice areas is positively related to the extent the team as a whole is rewarded

for good work.

The extent to which the firm has a well-organized system for sharing knowledge

(e.g., about clients, managing projects, new approaches) within departments or

practice area is positively related to the extent teamwork in the firmis fully

recognized and rewarded.

The extent to which the firm has a well-organized system for sharing knowledge

(e.g., about clients, managing projects, new approaches) across departments or

practice areas is positively related to the extent the team as a whole is rewarded

for good work.

The extent to which the firm has a well-organized system for sharing knowledge

(e.g., about clients, managing projects, new approaches) across departments or

practice area is positively related to the extent teamwork in the firmis fully

recognized and rewar ded.

The extent to which sharing knowledge systematically is part of the firm's

cultureis positively related to the extent the team as a whole is rewarded for

good work.

The extent to which sharing knowledge systematically is part of the firm's

cultureis positively related to the extent teamwork in the firmis fully recognised

and rewarded.
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Law firm respondents were asked about current projects for information technology (1T)
to support knowledge management (KM) in the firm. Aslisted in Table 5, most firms

had mainly projects for end-user-tools systems projects, while the second most frequent
firms had what-they-know systems projects.

STAGE OF GROWTH | NUMBER | PERCENT
End-user-tools 26 55
Who-knows-what 6 13
What-they-know 10 21
How-they-think 5 11

Total 47 100

Table5 Distribution of firmsaccordingtoIT for KM projects

It isinteresting to study whether the firmsin Table 5 have different knowledge-sharing
perceptions and reward attitudes. Knowledge-sharing perceptions and reward attitudes
arelisted in Table 6 and Table 7 respectively for the four categories of law firmsin

Table 5. Again, the scale scores range from 1 (little extent) to 6 (great extent).

End- Who- What- How-
Item | Statement user- knows- they- they-
tools what know think
K1 | Lawyers are encouraged to share with others what 3.8 4.0 5.3 3.4
they have learned from their recent assignments
K2 | Senior staff are too busy to reflect on their 4.3 3.3 35 2.8
experiences and share them
K3 | The firm has a well-organised system for sharing 2.8 2.7 4.7 3.0
knowledge (e.g. about clients, managing projects,
new approaches) within departments or practice
areas
K4 | The firm has a well-organised system for sharing 2.4 2.5 4.2 3.0
knowledge (e.g. about clients, managing projects,
new approaches) across departments or practice
areas
K5 | There is an expectation that lawyers or their teams 2.2 2.5 4.3 3.2
will have to take a regular turn to provide a reflection
on learning experiences
K6 | Sharing knowledge systematically is part of the 2.7 25 4.5 3.6
firm's culture

Table6 Knowledge sharing perceptionsfor firmswith different IT project focus

End- Who- What- How-
Iltem | Statement user- knows- they- they-
tools what know- think-
firms firms firms firms
R1 | Lawyer salary increases in the firm are based on 5.0 4.8 4.7 4.2
ability and how well he/she does his/her work
R2 | Promotion of a lawyer in the firm is based on ability 5.0 4.8 4.8 5.2
and how well he/she does his/her work
R3 | Lawyers are fairly rewarded for the amount of effort | 5.0 4.8 4.6 5.2
they putin
R4 | The interest of the work lawyers do compensates for | 3.2 3.4 3.7 2.8
long hours and a stressful workload
R5 | The team as a whole is rewarded for good work 3.3 3.5 3.7 3.4
R6 | Teamwork in this firm is fully recognized and 3.3 3.5 4.3 3.6
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| rewarded | | | |

Table7 Reward attitudesfor firmswith varying I T project focus

The most frequent firmsin Table 5 had end-user-tools and what-they-know systems
projects. Inspection of Tables 6 and 7 suggest that these two categories of firms are
most different in terms of knowledge-sharing perceptions and reward attitudes.
Therefore, the statistical technique of t-testing was applied to these two firm categories
aslistedin Tables8 and 9.

End- What-
user- they- t-
Item | Statement tools know- statistic
firms firms
K1 | Lawyers are encouraged to share with others what they 3.8 5.3 3.12**
have learned from their recent assignments
K2 | Senior staff are too busy to reflect on their experiences and | 4.3 35 -1.31
share them
K3 | The firm has a well-organised system for sharing knowledge | 2.8 4.7 3.54**

(e.g. about clients, managing projects, new approaches)
within departments or practice areas

K4 | The firm has a well-organised system for sharing knowledge | 2.4 4.2 4.04**
(e.g. about clients, managing projects, new approaches)
across departments or practice areas

K5 | There is an expectation that lawyers or their teams will have | 2.2 4.3 5.08**
to take a regular turn to provide a reflection on learning
experiences

K6 | Sharing knowledge systematically is part of the firm's culture | 2.7 4.5 3.49**

Table 8 Knowledge sharing perceptionsin main firm categories

End- What-
user- they- t-
Item | Statement tools know- statistic
firms firms
R1 | Lawyer salary increases in the firm are based on ability and | 5.0 4.7 -71
how well he/she does his/her work
R2 | Promotion of a lawyer in the firm is based on ability and how | 5.0 4.8 -.60
well he/she does his/her work
R3 | Lawyers are fairly rewarded for the amount of effort they put | 5.0 4.6 -1.12
in
R4 | The interest of the work lawyers do compensates for long 3.2 3.7 1.40
hours and a stressful workload
R5 | The team as a whole is rewarded for good work 3.3 3.7 .60
R6 | Teamwork in this firm is fully recognized and rewarded 3.3 4.3 1.98

Table9 Reward attitudesin main firm categories

In the introduction to this article, it was suggested that law firms with current projects
for information technology to support knowledge management that focus on end-user
tools for lawyers seem to have individua reward attitudes. This would imply that the
first two differencesin Table 9 should be significant. However, they are not.
Furthermore, it was suggested that law firms with projects that focus on storing
information for sharing seem to have teamwork reward attitudes. This would imply that
the last two differencesin Table 9 should be significant. However, they are not. In fact,
no significant differences were found concerning reward attitudes.
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In the area of knowledge sharing, many significant differences were found as
listed in Table 8:

Lawyersin law firms having what-they-know projects are significantly more

encouraged to share with others what they have learned fromtheir recent

assignments, than lawyersin law firms having end-user-tools projects.

Law firms having what-they-know projects have a significantly better organised

system for sharing knowledge (e.g., about clients, managing projects, new

approaches) within departments or practice areas, than law firms having end-

user-tools projects.

Law firms having what-they-know projects have a significantly better organised

system for sharing knowledge (e.g., about clients, managing projects, new

approaches) across departments or practice areas, than law firms having end-

user-tools projects.

Law firms having what-they-know projects have a significantly higher

expectation that lawyers or their teams will have to take regular turn to provide

a reflection on learning experiences, than law firms having end-user-tools

projects.

In law firms having what-they-know projects, sharing knowledge systematically

issignificantly more a part of the firm's culture, than in law firms having end-

user-tools projects.

What-they-know firms stand out concerning knowledge-sharing perceptions. These
firms have currently projects for information technology to support knowledge
management that store information from lawyers. Lawyersin these firms are
encouraged to share with others what they have learned from their recent assignments
(score 5.3), and each firm has a well-organized system for sharing knowledge (e.g.
about clients, managing projects, new approaches) within departments or practice areas
(score 4.7).

End-user-tools firms stand out concerning reward attitudes. These firms have
currently projects for information technology to support knowledge management that
make end-user tools available to lawyers. Lawyer salary increases in these firms are
based on ability and how well he/she does his’her work (score 5.0), promotion of a
lawyer in the firm is based on ability and how well he/she does his’/her work (score 5.0),
and lawyers are fairly rewarded for the amount of effort they put in (score 5.0).

Overall, there seem to be two main groups of law firmsin Australia. The largest
group is concerned with providing lawyers with end-user tools and rewarding them on
an individual basis. The second largest group is concerned with storing information
from legal work and stimulating knowledge sharing in the firm.
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