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I N F O R M A T I O N  T E C H N O L O G Y

KNOWLEDGE MANAGEMENT THROUGH
INTRANETS FOR ACCOUNTING FIRMS

The growth of the In-
ternet, globalisation 
of trade, and rise of 

information economies have 
recast the role of information 
systems in business. In fact, 
three powerful changes have 
altered the business environ-
ment across the world. The 

first change is the emergence 
and strengthening of the 
global economy. The second 
change is the transformation 
of industrial economies and 
societies into knowledge- and 
information-based service 
economies. The third is the 
emergence of the digital firm. 
There is no doubt that IT is 
enabling accounting firms to 
move toward ‘digital’ environ-
ment, and hence, the amount 
of data and information is in-
creasing dramatically. With 
the use of Intranet tools, 
such data and information 
can be converted to corpo-
rate knowledge for enhancing 
accounting business. Thus, 

in an information economy, 
knowledge-based ‘core’ com-
petencies are the key organi-
sational assets. As knowledge 
becomes a central productive 
and strategic asset, organi-
sational success increasingly 
depends on the firm’s ability 
to produce, gather, store, and 

disseminate knowledge. With 
innovative knowledge, there-
fore, firms become more effi-
cient and effective in their use 
of scarce resources.

The present knowledge 
economy is characterized by 
huge investments in both 
human capital and informa-
tion technology. Businesses 
invest in information systems 
because they create business 
value. The major system in-
vestments being made today 
are enterprise applications 
that integrate information 
across the enterprise and cre-
ate powerful new links to cus-
tomers and suppliers. These 
enterprise applications are 

In an information economy, knowledge-based ‘competencies’ are key organizational ‘assets’. 
Information Technology (IT) plays a very crucial role in Knowledge Management (KM) by 
supporting business processes for creating, identifying and leveraging knowledge throughout 
the organization. KM is already well established in many organizations: big city law and ac-
countancy firms, closely followed by IT services companies. Corporate intranet is fastest grow-
ing technology. Through intranets, cross-functional processes can be coordinated electronically, 
both internally and externally, thereby increasing organizational efficiency and responsiveness. 
Many leading companies across the globe are pursuing KM to achieve and sustain world-class 
performance. In fact, the CAs, particularly those performing traditional assurance function, 
need to continuously upgrade their hi-tech skills. This article focuses on KM philosophy and 
experience of some leading accounting firms and highlights the criteria and list of measures for 
performance evaluation of KM through intranets. 

the four system pillars of the 
digital firm: (a) supply chain 
management, (b) customer 
relationship management, 
(c) enterprise systems, and 
(d) knowledge management. 
This is especially true for ser-
vice industries, such as, legal 
consultancy and accounting 

firms, where the prime cost 
of operation is professional 
manpower. Firms that iden-
tify their strengths (or areas 
where they would like to de-
velop competent knowledge) 
must begin by looking at their 
profitable business services 
and ‘niche’ practices where 
they have unique experience 
already garnering higher fees, 
when utilised.

Many service projects have 
similar operating procedures. 
On completion of every proj-
ect, the firm personnel should 
be allocated time to analyze 
what they have learnt from 
the engagement, discuss how 
they can improve, and how 

The author is Head, Ac-
counting Department 

at Mazoon College 
in Muscat, Sultanate 
of Oman. He can be 

reached at madan.bha-
sin@rediffmail.com

Dr. Madan Lal 
Bhasin



1208 The Chartered Accountant February 2006

this information can be ap-
plied to other engagements or 
future opportunities. The re-
sults of these meetings should 
be documented and include 
supporting schedules, as well 
as remarks of threat and op-
portunity.  These series of 
procedures are also referred to 
as knowledge management. 
British Petroleum (BP) is us-
ing KM as a means of draw-
ing together talents from all 
over the organisation. BP 
emphasizes transfer of tacit 
knowledge rather than ac-
cumulation and transmission 
of raw data and has installed 
a communication network 
comprising video-conferenc-
ing, multi-media and email.

KM increases the ability 
of an organisation to learn 
from its environment and 
to integrate knowledge into 
its business processes. KM, 
simply stated, refers to the 
set of processes developed 
in an organization to create, 
gather, store, transfer, and ap-
ply knowledge. Information 
technology (IT) plays a very 
crucial role in KM by sup-
porting these business pro-
cesses for creating, identify-
ing, and leveraging knowledge 
throughout the organization. 
Developing procedures and 
routines (business processes) 
to optimize the creation, flow, 
learning, protection, and shar-
ing of knowledge in the firm 
is now a ‘core’ management 
responsibility. Some corpo-
rations have created ‘explicit’ 
KM programmes for protect-
ing and distributing knowl-
edge resources that they have 
identified and developed, and 
for discovering new sources of 
knowledge. 

What is Knowledge 
Management?

Confusion arises over what 
the KM is, and what does it 

involve. Some people view it 
as just an up-market label for 
information management, and 
therefore, something our Ac-
countancy profession should 
naturally embrace. Others see 
KM as a useful term to sig-
nal the more complex work 
involved in organising access 
to networked information 
resources, and thus equate it 
with subject gateways. Cyn-
ics, however, dismiss KM as 
the latest management fad, 
yet another effort by manage-
ment consultants and IT ven-
dors to sell their ‘solutions’ 
to desperate business people, 
who ought to know better. 
These are all fair comments 
up to a point, not least, be-
cause there is still quite a gap 
between KM theory and KM 
practice.

Simply stated, KM is the 
explicit and systematic man-
agement of vital knowledge 
and its associated processes 
of creating, gathering, or-
ganising, diffusion, use and 
exploitation. It requires turn-
ing ‘personal’ knowledge 
into ‘corporate’ knowledge 
that can be widely ‘shared’ 
throughout an organisation 
and appropriately ‘applied’. 
“Knowledge management is 
a discipline that promotes an 
integrated approach to iden-
tifying, managing and sharing 
all of an enterprise’s informa-
tion assets. These information 
assets may include databases, 
documents, policies and pro-
cedures, as well as, previously 
unarticulated expertise and 
experience resident in indi-
vidual workers.” (Gartner 
Group Inc, 1996)

According to Kocharekar 
(2001) “Knowledge manage-
ment (KM) is about internal 
collaborative endeavours and 
the sharing of information 
and experience.” In fact, KM 
is an emerging discipline that 

stresses a formalized, inte-
grated approach to managing 
an enterprise’s tangible and 
intangible information assets. 
Effective performance and 
growth in a knowledge-inten-
sive organisation requires in-
tegrating and sharing highly 
distributed knowledge (Zack, 
1999). It is a coordinated at-
tempt to tap the unrealised 
potential for sharing knowl-
edge that lies in an enterprise’s 
collective consciousness. 

It should be noted here 
that KM involves taking a 
‘holistic’ view of information 
by combining internal and ex-
ternal information; planning, 
coordinating and controlling 
(monitoring) information; 
and consolidating informal 
(‘soft’) and formal (‘hard’) in-
formation. KM also requires 
a ‘strategic’ focus on valuable 
knowledge, concentrating on 
knowledge that will contrib-
ute to the improvement of 
organisational performance. 
In addition to improving the 
‘visibility’ of knowledge, an-
other aim is to develop its 
‘intensity’, by creating a cli-
mate to encourage generation 
of ideas within work groups, 
and eventually generalization 
to other areas. At the same 
time, KM objective is to give 
people just-in-time access to 
knowledge, allowing the need 
to know to be determined by 
the information ‘user’, not 
the ‘owner’. However, KM is 
a people-and-process issue 
and should not be viewed as 
an expansion of the IT func-
tion. In addition, IT has the 
potential to change culture by 
cutting through traditional 
structures, inspiring an in-
formal style and fostering the 
social networks, which under-
pin knowledge sharing.

KM is not new in that 
it has grown and developed 
from existing practices, and 

KM in-
volves 
connecting 
people-
with-peo-
ple as well 
as people-
with-in-
formation. 
It is an 
evolving 
manage-
ment 
philoso-
phy, which 
combines 
good 
practice in 
purpose-
ful infor-
mation 
manage-
ment with 
a culture 
of organi-
zational 
learning, 
in order to 
improve 
business 
perfor-
mance. 
Thus, KM 
can con-
siderably 
enhance 
the suc-
cess of 
accounting 
firms, if 
practised 
syste- 
matically.
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it is already well established in 
many organisations— notably, 
the ‘know-how’ services in big 
city law and accountancy firms. 
KM can be presented as a con-
vergence of ideas promulgated 
over the past decade, includ-
ing ‘info-mapping’ and infor-
mation resource management, 
the ‘balanced scorecard’, the 
‘learning’ organisation, total 
quality management (TQM), 
business process re-engineer-
ing (BPR), the networked or-
ganisation, and the ‘boundary-
less firm’. 

Why Do People Share 
Knowledge?

‘Knowledge’ in this con-
text is also a somewhat elusive 
concept, defined in various 
ways by the different writers. 
Davenport and Prusak (1998) 
offers the following pragmatic 
description of knowledge in 
organisations: “Knowledge is 
a fluid-mix of framed experi-
ence, values, contextual infor-
mation, and expert insights 
that provides a framework for 
evaluating and incorporating 
new experiences and infor-

mation. In fact, it originates 
and is applied in the minds 
of ‘knower’. In organisations, 
it often becomes embedded 
not only in documents or re-
positories but also in organi-
zational routines, processes, 
practices, and norms.” Further, 
they distinguish knowledge 
from information, and infor-
mation from data, on the ba-
sis of value-adding processes, 
which transform raw mate-
rial (for example, transaction 
records) into communicable 
messages (such as, documents) 
and then into knowledge and 
other higher-order concepts.

Thomas Stewart (1997) 
dismisses the notion of a data-
to-wisdom hierarchy as bogus 
and unhelpful in this context, 
on the grounds that “one man’s 
knowledge is another man’s 
data”. We have all heard that 
“knowledge is a power”. At 
the core of this knowledge lies 
the universe of information 
now available to people quite 
literally at their fingertips at 
any time throughout the year. 
High performers usually fear 
to share their knowledge with 

others as they feel that oth-
ers may take up some of their 
self-built ‘tacit’ knowledge of 
certain work practices. Ask-
ing employees to codify their 
experiences and to make this 
knowledge available to all 
other employees, therefore, is 
viewed as giving up power. To 
make knowledge management 
work, companies will require 
a major change in “culture” 
from the traditional corporate 
environment (Kepczyk, 2000). 
It leads us to pose a question: 
“Why do corporate employees 
share knowledge with each 
another?”

Yoemans (2000) has con-
cluded that there are some 
positive as well as negative 
factors that enable or disen-
able employees to share cor-
porate knowledge. The critical 
success factors of KM are the 
provision of work environ-
ment and the mechanism for 
knowledge sharing. Some of 
these factors are outlined be-
low.
1. Work situation: Team-

based work creates the 
need to share work 
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knowledge, while indi-
vidual-oriented work 
situation leads to division 
amongst workers, and 
therefore, creates obsta-
cles to knowledge shar-
ing.

2. Decision-making mech-
anism: Local decision-
making situations enable 
sharing of knowledge as 
communication is direct. 
Central, top-down deci-
sion-making situation 
has a substantially longer 
process of communica-
tion and hence, forms 
obstacles to knowledge 
sharing.

3. Employee relationship: 
High trust work atmo-
sphere facilitates the 
sharing of knowledge, 
while fear and suspicion 
in a work relationship 
discourages knowledge 
sharing. The former is 
open to outside ideas and 
sharing is rewarded. The 
latter is self-protected 
and rejects external ideas. 
Thus, hoarding, but not 
sharing, is likely to be re-
warded instead.

4. Work environment: Suf-
ficient time, comparable 
information technology 
and a focused approach to 
work enable knowledge 
sharing. In sharp contrast 
to this, busy work sched-
ules, incompatible infor-
mation technology and 
function-focused work 
tasks disable knowledge 
sharing. Here, staff con-
centrates on their own 
work schedules and do 
not have the needs of 
knowledge sharing. 

Need of Knowledge 
Management for 
Accountants

Examples of KM can be 
found in all sectors of business 

and industry, especially among 
professional service organisa-
tions. The large accountancy 
and consultancy firms have 
led the way in launching for-
mal KM initiatives, closely 
followed by IT companies. In 
some cases the project involves 
establishing a central physical 
presence, for example a lead-
ing US-based global account-
ing and consultancy firm has 
set up a “Center for Business 
Knowledge”. Two more lead-
ing global accounting firms 
have “Knowledge On-Line” 
“Knowledge View” respective-
ly and both involve informa-
tion specialists in managing 
‘content’ and providing ‘ser-
vices’ to consultants.

No doubt, these efforts 
must be supported by building 
a KM infrastructure, includ-
ing both technical and organi-
zational aspects— systems and 
processes for capturing, struc-
turing, diffusing and re-using 
knowledge; roles and respon-
sibilities for making things 
happen; and a culture and 
style that promotes communi-
cation and sharing. Although 
a culture of ‘teamwork’ and 
‘trust’ is more important than 
the ‘technological’ infrastruc-
ture, a consistent and reliable 
organisation-wide communi-
cations and IT infrastructure 
is essential (incorporating se-
curity, standards and support 
for users). IT, thus, provides 
the network for sharing at a 
technical level; it is a necessary 
condition, but not sufficient in 
itself to ensure successful KM. 

KM experts perceive the 
technical issues as relatively 
straightforward and mostly 
utilising established technolo-
gies. The key technologies are 
on-line databases, document 
management systems and 
groupware, with corporate 
‘intranets’ the fastest growing 
area. The typical approach is 

a suite of tools based around 
groupware (Lotus Notes) and/
or an Intranet-based Web, 
with Lotus Notes favoured 
for discussion-based applica-
tions (e.g. lessons learned) 
and database management 
(especially where there is a 
need for database replication 
for remote disconnected use) 
and the Web for hypertext-
linked knowledge (publishing 
across multiple platforms and 
multimedia databases) gener-
ally supported by a specialised 
search engine and online com-
pany thesaurus. More sophis-
ticated systems use intelligent 
search agents, case-based rea-
soning (notably for customer 
service/help desk applications) 
and neural networks (for data 
mining). KM requires a mix of 
technical, organisational and 
interpersonal skills. However, 
the skill-mix and emphasis 
varies according to responsi-
bilities, but everyone involved 
needs to be able to understand 
the business, communicate ef-
fectively and have basic com-
petence in handling informa-
tion and using IT. 

In traditional business 
model, the accounting profes-
sionals (or accountants) have 
been highly regarded as ‘inde-
pendent’ and ‘objective’ third-
parties, who make honest as-
sessments and evaluations of 
certain business functions. Ac-
countants are also best known 
for expressing opinions on the 
accuracy and  “true and fair” 
view of the financial state-
ments. In addition, they also 
play a crucial role in assessing 
various risks and reporting on 
the system of internal controls 
surrounding business systems 
and processes. The challenge 
before the accounting pro-
fessionals is how to perform 
these functions efficiently 
and effectively in the ‘new’ 
e-commerce and e-business 

On ac-
count of 
global 
competi-
tion, the 
account-
ing profes-
sion must 
convince 
the mar-
ket place 
that it has 
the “best-
equipped” 
profes-
sionals to 
perform 
services. 
In fact KM 
requires a 
proper mix 
of techni-
cal, organ-
isational 
and inter-
personal 
skills.  
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environment. 
The ‘CPA Vision State-

ment’ observes: “The CPAs 
are trusted professionals who 
enable people and organiza-
tions to shape their future. 
Combining insight with in-
tegrity, CPAs deliver value by: 
(a) communicating the total 
picture with clarity and ob-
jectivity, (b) translating com-
plex information into critical 
knowledge, (c) anticipating 
and creating opportunities, 
and (d) developing pathways 
that transform vision into 
reality.” It reflects the trend 
towards providing a broader 
range of services. The top five 
‘core’ services provided by the 
CPA professions are:
l Assurance and informa-

tion integrity;
l Management consulting 

and performance mea-
surement;

l Technology services;

l Financial planning; and
l International services.  

Business practices, trans-
action processing integrity, 
information protection and 
supporting internal controls 
are just some of the areas of 
expertise demonstrated by 
accountants historically. Be-
sides, electronic business en-
vironment is offering many 
new opportunities for both 
accounting and other tech-
nology professionals. The 
accounting profession, in 
the present era, is affected in 
many ways:
l It must incorporate elec-

tronic commerce/busi-
ness technology skills in 
the performance of tradi-
tional assurance engage-
ments;

l It has the opportunity to 
perform additional assur-
ance functions, such as, 
systems reliability, risk as-

sessment, and other Web-
related assurance; and

l It has the opportunity to 
provide electronic com-
merce & business so-
lutions that help firms 
compete aggressively in 
international markets.

On account of global com-
petition, the accounting pro-
fession all over the globe must 
convince the marketplace that 
it has the “best-equipped” can-
didates to perform such ser-
vices. Hence, accounting pro-
fessionals need to: (a) increase 
their knowledge and ability as 
technology specialists, and 
(b) continue to maintain their 
existing roles as independent, 
trusted third parties. How-
ever, the ‘technology’ skills set 
bar needs to be continuously 
upgraded for accountants that 
perform traditional assurance 
functions. Therefore, tradi-
tional accounting profession’s 
programmes need to enhance 
their technology skill compo-
nents. Curriculum change will 
most likely occur if the writ-
ten exams and practical in-
dustry training are revamped 
to more accurately reflect the 
“new knowledge base and skill 
set” required by the account-
ing profession in the new era. 
The hiring practices of some 
leading accounting firms had 
already reflected this trend to-
ward less hiring of individuals 
with accounting majors, and 
increased hiring of individu-
als with computer and engi-
neering technology skill sets.  

In a nutshell, KM has 
become more important to 
service industries, especially 
accounting firms. Unless the 
professional is aware of some-
one else who has access to in-
formation in some managed 
format, an accountant must 
start researching and docu-
menting information from a 
scratch. This format may con-
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sist of ‘standardised’ forms, 
documented processes, cap-
tured research, engagement 
letters, etc. The crucial im-
portance of KM in account-
ing is two-fold. First, it helps 
that internal information is 
in a standardised format that 
is easy to access, modify and 
append. Numerous audit and 
accounting work sheets can 
be centralised in database in 
templates. Second, KM en-
ables the internal flow of ac-
counting and auditing work 
information among company 
staff on real-time basis. 

What is Intranet and Why 
to Use Intranets for KM?

By using the ‘Internet’ 
connectivity standards, we can 
create ‘private’ corporate net-
works known as “intranets”. 
“A network that utilized In-
ternet and Web protocols, but 
is located inside the organiza-
tion and is intended for ex-
clusive use by organizational 
members is called Intranet,” 
observes Slyke and Belanger 
(2003). Organisations, how-
ever, can use intranets to 
create ‘collaborative’ environ-
ments for coordinating work 
and information sharing. 
Also, they can use intranets 
to make information flow 
across different functional 
areas of the firm. Computers 
can connect their intranets to 
internal company transaction 
systems, enabling employ-
ees to take actions central to 
a company’s operations. No 
doubt, intranets are inexpen-
sive, scalable to expand or 
contract as needs change, and 
accessible from most comput-
ing platforms. Whereas most 
companies, particularly the 
larger ones, must support a 
multiplicity of computer plat-
forms that cannot communi-
cate with each other, intranets 
provide instant connectivity, 

uniting all computers into a 
single, virtual seamless, net-
work systems. Web software 
presents a uniform interface, 
which can be used to integrate 
many different processes and 
systems throughout the com-
pany. 

Internal corporate appli-
cations, based on the Web 
page model, can be made in-
teractive by using a variety of 
media, text, audio and video. 
However, a principal use of 
intranets has been to create 
online repositories of infor-
mation that can be updated as 
often as required. For exam-
ple, product catalogues, em-
ployees’ handbooks, telephone 
directories, or employees’ 
benefits related information 
can be revised immediately 
as and when changes occur. 
This type of event-driven 
publishing allows organisa-
tions to respond more rapidly 
to changing conditions than 
traditional paper-based pub-
lishing, which requires a rigid 
production schedule. Usually 
made available via intranets, 
documents always can be up-
to-date, thus, eliminating pa-
per, printing and distribution 
costs. Recent conservative 
studies of returns on invest-
ment (ROIs) from intranets 
show ROIs of 23 to 85 per 
cent, and some companies 
have reported ROIs of more 
than 1,000 per cent.

The Intranet applications 
are typically protected by 
“firewalls” from outside ac-
cess, and are being used ex-
tensively in today’s businesses 
and organisations for a variety 
of applications. Examples of 
popular intranet applications, 
as outlined by Slyke and Be-
langer in their book titled as 
“E-Business Technologies” 
include:
l Dissemination of corpo-

rate documents: Organi-

sations usually maintain 
a large number of corpo-
rate documents, such as, 
annual reports, employee 
benefit guides, emergency 
procedures manual, and 
so on. Rather than print 
a large number of copies, 
these documents can be 
made available to all em-
ployees online.

l Searchable directories: 
Many organisations are 
so large enough that it 
would be difficult for a 
single employee to know 
all others. Especially, 
when organisations are 
global (worldwide) this 
problem becomes more 
serious. Searchable di-
rectories are like the old 
phone book corpora-
tions used to publish. By 
making these directories 
available online, organisa-
tions can keep them more 
up-to-date, and include 
additional information, 
such as, electronic mail 
addresses and Web page 
links.

l Unit or individual pages: 
Professional individu-
als might have the op-
portunity to create their 
own Web pages as a 
mechanism to share their 
knowledge. Sometime 
prominent work units, 
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such as departments or 
divisions, can also create 
pages, providing common 
information to all indi-
viduals within the corpo-
ration needing access to 
information about their 
divisions.

l Software distribution: 
The intranet can be used 
to provide software to the 
organisation’s employees. 
When various software 
applications need to be 
upgraded, the organisa-
tion can acquire the prop-
er number of licenses and 
make the software avail-
able for download on the 
intranet. This reduces the 
number of CD-ROMs or 
disks that must be trans-

ferred between individu-
als, thus, avoiding the risk 
of losing, damaging, or 
destroying them.

l Collaborative applica-
tions: A large number of 
collaborative tools, such 
as, electronic mail, chat 
facilities, conferencing 
software, or groupware 
(such as, Lotus Notes) 
can be loaded on the in-
tranet. Individuals within 
the organization can then 
use them to perform tasks 
with their colleagues. 

Why do Accounting Firms 
Use Intranets for KM?

Compared with knowl-
edge repositories and other 
decision-support tools, in-

tranets are good at support-
ing platform-independent in-
formation access and update, 
communication-intensive 
business functions, and in-
terpersonal communications. 
Besides, intranets provide a 
rich set of tools for creating 
collaborative environments in 
which members of an organi-
sation can exchange ideas, 
share information, and work 
together on common projects 
and assignments regardless of 
their physical location. Several 
companies all over the world, 
therefore, are using intranets 
to create enterprise collab-
orative environments linking 
diverse groups, projects and 
activities throughout the or-
ganisation. Intranets are also 
springing up in all the major 
functional areas of business, 
thereby allowing organiza-
tions to manage more busi-
ness processes electronically. 

Over the last decade, there 
has been a dramatic change 
in the services offered by ac-
counting firms. Undoubtedly, 
Intranets can be very valuable 
for accounting and finance 
because they can provide ‘in-
tegrated’ view of financial and 
accounting information on-
line in an easy-to-use format. 
We are providing some exam-
ples of intranet applications 
in accounting and finance, as 
reported by Kenneth Laudon 
in his book, from the leading 
organisations.
l J. P. Morgan Chase: A 

Web-based system, based 
on software from Hy-
perion Solutions, man-
ages how corporate units 
charge each other for 
services provided inside 
the organisation. This 
software consolidates in-
formation from a series 
of business and account-
ing systems, and presents 
users with customisa-
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tion pages that show the 
amounts their depart-
ments are being ‘billed’ 
for services, such as, in-
formation processing or 
use of conference rooms. 
Users can then com-
pare actual bills with the 
amounts they budgeted 
and drill down to obtain 
additional information.

l Cisco Systems: Here, 
sales and related finan-
cial data are updated 
three times daily and net 
income, margin, order, 
and expense numbers 
are made instantly avail-
able to managers over an 
intranet. The company 
can close its books within 
24 hours after the end of 
each quarter.

l British Standards Insti-
tution (BSI): A Web-
based reporting system, 
using software from 
Crystal Decisions, allows 
the finance department to 
monitor un-invoiced in-
come or outstanding debt 
each day.

l C h a r l e s S c h w a b : 
SMART reporting and 
analysis application pro-
vides managers with a 
comprehensive view of 
Schwab’s financial ac-
tivities, including a risk-
evaluation template, 
which helps managers’ 
assess nine categories of 
risk. Schwab’s intranet 
also delivers the FinWeb 
“General Ledger” report-
ing system online in an 
easy-to-digest format.   

It is pertinent to mention 
here that a leading US-based 
global accounting and consul-
tancy firm reports that among 
the seven KM initiatives used 
by 431 US and European 
Union companies, the creation 
of intranets is the first prior-
ity above the creation of data 

warehousing or knowledge 
repositories, implementation 
of decision-making tools, 
implementation of group-
ware to support collabora-
tion, creation of networks of 
knowledge workers, mapping 
sources of internal expertise 
and the establishment of new 
knowledge roles.

From the above analysis, 
we can infer that intranets 
support numerous Web-
based tools for information 
management. For small-to-
medium sized accounting 
firms, the intranet can be set 
as an internal Web page for 
the provision of information 
on accounting transactions, 
sales, purchases, inventories, 
suppliers and customers. Kep-
czyk in his article (2000) de-
rives a detailed list of intranet 
tools in accounting firms for 
KM:
l Technical Logs: It con-

sists of the core issues, 
such as, tax and audit 
guidelines created and 
then stored in a key word 
searchable database.

l Technical Bulletins: It 
delivers regular updates 
on tax and audit findings 
electronically and enable 
firms to store these bul-
letins in a searchable for-
mat.

l Forms: They are stored 
in a standardised format 
in Microsoft Word or 
Excel formats accessible 
from staff PCs.

l Policies Manuals: It 
maintains most recent 
updated copies of per-
sonnel, human resource 
policies, training and au-
dit guidelines, etc., in an 
electronic format.

l Web Site Links: It main-
tains a list of favourite and 
useful Internet websites 
for finding frequently re-
quired information. 

l Personnel Address 
Book: It allows for easy 
and online updates of 
various personnel items 
(like phone numbers, 
e-mail IDs, postal ad-
dresses, etc.) and thereby 
eliminates the need for 
paper-printed copies. 

Regarding the financial 
benefits of KM through in-
tranets, a study by the Micro-
soft TechNet reports that “80 
per cent of 41 companies sur-
veyed generated a possible re-
turn on investments, with an 
average return of 38 per cent. 
Possible return on investments 
indicates that the quantitative 
benefits of an intranet appli-
cation are more than the cost 
of its implementation.”

Accounting Firms 
Knowledge Management 
Practices

We are going to have 
a cursory look at the most 
concentrated sector of KM 
expertise—the so-called big 
three accounting firms, each 
of which also has substantial 
offerings in technology con-
sulting. According to Andrew 
Parker, an analyst at Forrester 
Research, this sector is un-
dergoing a significant shift in 
its business model. “The Big 
Five firms have been wedded 
to the financial partnership 
model since the 19th century, 
but now regulatory pressures 
and commercial imperatives 
are causing them to reorga-
nize. Reinvention of the con-
sulting groups will give large 
businesses the support to 
move forward aggressively on 
e-business.” 

While there is some com-
monality among the services 
offered, each firm has devel-
oped its own spin on KM. 
Some firms started imple-
menting KM, at least on an 
internal basis, during the 

In a nut-
shell, KM 
has be-
come more 
important 
to service 
industries, 
especially 
account-
ing firms. 
Unless the 
profes-
sional is 
aware of 
someone 
else who 
has access 
to infor-
mation 
in some 
managed 
format, an 
accountant 
must start 
research-
ing and 
document-
ing infor-
mation 
from a 
scratch.
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early 1990s while others are 
relatively new to the practice. 
Some firms target KM as a 
specific practice area, while 
others include it in broader 
services focused on e-busi-
ness, or another strategic 
approach. Nearly all of the 
firms reviewed here have both 
internal and external KM 
practices. Project costs for a 
KM engagement can range 
from $50,000 for a simple 
one-to-two-week diagnostic 
to a multi-year effort cost-
ing more than $5 million. 
The typical assignment cost 
is pegged at $1 million to 
$1.5 million. What follows 
is a brief overview of each 
firm, including representative 
projects and experience with 
KM. The big-four and small-
to-medium sized accounting 
firms have been increasingly 
active in KM. The explo-
sion of information provided 
by the maturing of informa-
tion technology has created 
a booming marketplace de-
mand for ‘IT-based services’ 
across the globe. 

While the online “Knowl-
edgeSpace” creates Inter-
net communities of interest 
for industry segments such 
as energy and utilities, the 
knowledge management 
project called “KWorld” in-
cludes messaging, collabora-
tion, and knowledge-sharing 
components. The “Kworld” 
is being built entirely on Mi-
crosoft Windows NT Server 
components like Microsoft 
Exchange, Site Server, Of-
fice, Outlook and Internet 
Explorer. 

Another oft-quoted ac-
counting related KM plat-
form is “Center for Business 
Knowledge” (CBK), which 
has been developed by over 
100 cross-functional profes-
sionals. There are over 22 
CBK networks in US alone, 

which have different cat-
egories of classification. The 
classification is done by in-
dustries, such as, energy; 
by particular consulting ap-
proach, such as, business pro-
cess reengineering (BPE); by 
key areas of technology, such 
as, enterprise resources plan-
ning (ERP) tools, and finally, 
by knowledge focus groups, 
such as, activity based costing 
(ABC) and shared corporate 
services.  

Each network meets oc-
casionally, has online dis-
cussions, and a document 
database in Lotus Notes. 
Moreover, the key to success 
is ‘job rotation’ between fa-
cilitators and consultants, to 
add to its own learning, and 
to edit the discussion and 
document databases. For hu-
man resource management, 
employee’s skills are updated 
into a system from People-
Soft, Power Packs. The KM 
philosophy of the firm that 
has developed this platform 
is to “let 1000 flowers bloom.” 
The strategy is to allow mul-
tiple technologies to prolifer-
ate in the early days of KM; it 
encourages individual offices 
to develop appropriate KM 
tools. 

Measures For Knowledge 
Management 

It is universally agreed 
that financial and human 
resources are limited for all 
types of businesses, includ-
ing accounting firms. To ob-
tain optimum benefits of KM 
by adoption of an intranet, 
the accounting firms should 
develop some specific ‘objec-
tive’ criteria for performance 
evaluation. Cost, revenue, 
efficiency, effectiveness and 
quality are the main concerns 
for adoption of KM in cor-
porate system. The Working 
Council of Chief Executive 

Information Officers (2000) 
has developed “eight crite-
ria’” and a list of measures for 
business case preparation and 
performance evaluation of the 
Knowledge Management in-
tranets. They are:

1. Revenue Generation
l Percentage of total rev-

enues spent on KM ini-
tiatives

l Ratio of knowledge-gen-
erated savings to knowl-
edge-maintenance costs

l New revenue generated 
by knowledge or knowl-
edge-enabled products

l Increase in revenue per 
knowledge-enabled em-
ployee

2. Opportunity Cost
l Time spent by employees 

looking for relevant in-
formation

l Staff time to reinvent 
material previously cre-
ated (designs, proposals, 
reports, presentations, 
etc.)

l Customers lost as a result 
of incorrect or insufficient 
information

3. Knowledge Efficiency
l Time saved in new prod-

uct development or regu-
latory process

l Time taken to implement 
a best practice

l Number of mistakes 
made twice

4. Data Quality
l Percentage of company 

knowledge codified on 
the Intranet

l Percentage of codified 
knowledge that is search-
able

l Percentage of information 
needed that employees 
can find on the intranet

l Percentage of informa-
tion on the intranet that 
is less than one year old
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l Percentage of material 
that is more than one 
year that has been revali-
dated

l Number of resources de-
leted in the past month

l Number of resources 
with electronic attach-
ments

5. Corporate Intranet 
Usage
l Total number of intranet 

hits per time period
l Total number of unique 

users per time period
l Total number of contri-

butions per time period
l Total number of unique 

contributions per time 
period

l Total number of down-
loads per time period

l Total number of intranet 
resources, subdivided by 
document type

l Resources most often 
downloaded

6. Unit Level Intranet 
Usage
l Total number of resourc-

es contributed by a spe-
cific user community per 
time period

l Number of downloads 
per community per time 
period

l Ranking among top con-
tributing units for the 
last time period

7. Individual Knowledge-
Sharing Behaviour
l Number of resources 

contributed per time pe-
riod

l Ranking among top con-
tributors for the last time 
period

l Usage and peer-rating of 
resources contributed for 
the last time period

l Number of citations of 
contributed resources in 
other employees’ work

l Complete/incomplete 
status of individual’s skills 
profile

l Data skills profile last ed-
ited

l Resume attached to skills 
profile

l Configuration of custom-
erisable portal

8. Intranet Technical 
Performance
l Intranet availability (up-

time)
l Search response time
l Percentage of returned 

hits that are relevant
l Internal staff satisfaction 

rating
This list is supposed to be 

endless as the functions and 
capabilities of individual in-
tranet tools significantly vary 
from company to company, 
but, at least, it captures the ba-
sic requirements of company 
information systems. How-
ever, it seeks to provide a set of 
‘objective’ measures, as a start-
up checklist, with wide cover-
age to measure the suitability 
of an intranet-based knowl-
edge management system.

Conclusion
In modern era, information 

technology enables account-
ing firms to move towards 
‘digital’ environment, and 
therefore, the amount of data 
and information is certainly 
going to increase dramati-
cally. With the use of intranet 
tools, however, such data and 
information can be converted 
to corporate knowledge for 
enhancing accounting busi-
ness. KM involves connecting 
people-with-people, as well as 
people-with-information. It is 
an evolving management phi-
losophy, which combines good 
practice in purposeful infor-
mation management with 
a culture of organizational 
learning, in order to improve 

business performance. Thus, 
KM can considerably enhance 
the success of accounting 
firms, if practised systemati-
cally. 

Applications of KM can 
be found in all sectors of busi-
ness and industry, especially 
among professional ‘service’ 
organisations. The large ac-
countancy and consultancy 
firms have led the way in 
launching formal KM initia-
tives, closely followed by some 
leading IT companies. These 
efforts must be supported by 
building a knowledge man-
agement infrastructure: sys-
tems and processes for captur-
ing, structuring, diffusing and 
re-using knowledge; roles and 
responsibilities for making 
things happen; and a culture 
and style that promotes com-
munication and sharing. The 
key technologies, however, are 
on-line databases, document 
management systems and 
groupware, with corporate 
intranets the fastest growing 
area. Organisations are using 
intranets to create ‘collabora-
tive’ environments for coordi-
nating and information shar-
ing across functional areas of 
the firm since intranets are in-
expensive, scalable to expand 
or contract as needs change, 
and accessible from most 
computing platforms. Several 
companies all over the world, 
therefore, are using intranets 
to create enterprise collab-
orative environments linking 
diverse groups, projects and 
activities throughout the or-
ganisation.

On account of global 
competition, the accounting 
profession must convince the 
marketplace that it has the 
“best-equipped” professionals 
to perform services. In fact, 
KM requires a proper mix of 
technical, organisational and 
interpersonal skills. r


