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ript1 Introdu
tionThe knowledge intensive 
ompany is 
hara
terized by its human and intelle
tual
apital. For these 
ompanies, their workfor
e is 
entral as they are the 
om-pany's means of utilizing its intelle
tual 
apital. Whenever an employee leavesthe 
ompany, the 
ompany su�ers the potential loss of 
ustomers, te
hni
al ex-pertise, and produ
tivity. In essen
e, their departure often 
auses a portion ofthe 
ompany's 
ore 
ompeten
e to be lost, not to mention the negative impa
ton employee morale.In the knowledge e
onomy, with talent in short supply and single-
ompany
areers in de
line, employee turnover is a major problem.What must be done to identify, attra
t, and retain knowledge workers? Arethere any strategies to ameliorate the negative e�e
ts of their departure?In this paper, we 
laim that a knowledge intensive 
ompany is su

essful inthe long-term only if it exhibit �nesse in managing its human and intelle
tual
apital.2 MotivationThe paper was motivated by the author's admiration for the 
onsulting industry.In 2000, over 140,000 
onsultants sold over $70 billion of advi
e [1℄. The 
onsult-ing playing �eld is populated by �rms both large and small, from the behemothA

enture, with nearly 25,000 
onsultants in the United States, to the ex
lusiveBoston Consulting Group, with approximately 500 U.S. 
onsultants [2℄.It is observed that 
onsulting �rms are invariably sta�ed with highly 
apablepeople and that her employees tend to have short to mid-length tenures. Althoughfa
ed with high employee turnover, the 
onsulting �rms 
ontinue to do well.1



From the observations, the author had two questions on his mind. Firstly,what 
hara
terizes the push and pull fa
tors in the relationship between highly
apable knowledge workers and 
onsulting 
ompanies? Se
ondly, what are thestrategies 
onsulting �rms employ to ameliorate the negative e�e
ts 
aused byemployee departures.3 Knowledge Work and its WorkersIn 1959, in his book, Landmarks of Tomorrow [3℄, Peter Dru
ker 
oined the term"knowledge worker". Dru
ker drove home rigorous 
riteria for true knowledgeworkers. He stated that they required "a good deal of formal edu
ation and theability to a
quire and to apply theoreti
al and analyti
al knowledge. Above all,they require the habit of 
ontinuous learning" [3℄.Regardless of employment seniority, a knowledge worker is expe
ted to worke�e
tively with knowledge. He should be able to sieve through mountains ofknowledge, understand the big pi
ture, analyze the details, and most importantly,
reate and e�e
tively 
ommuni
ate to share and sell the knowledge.Knowledge work takes us ba
k to the world of 
raft-work pra
ti
es. Exampleof knowledge workers in
lude ar
hite
ts, engineers, fashion designers, pharma-
euti
al resear
hers, tea
hers and poli
y analysts. In advan
ed e
onomies su
has the US, more than 60 per 
ent of workers are knowledge workers [4℄.A knowledge worker is ambitious, smart, and savvy. They are also en-trepreneurial, visionary and 
reative. They look at their job as a business andserve other workers in the 
ompany as their 
ustomers. The following is a list of
ommon 
hara
teristi
s for knowledge workers [4℄.The knowledge worker,� Seeks to learn� Re
ognizes the power of learning from work experien
e� Takes responsibility for own 
areer� Is a

ountable for own development� Views edu
ation as 
ontinuous and lifelong a
tivity� Envisions how learning a�e
ts business� Makes de
ision on what to learn� Envisions own future� Has a serious sense of urgen
y for 
ontinuous reinvention� Possess the passion for innovation and wealth 
reation2



� Condu
ts serious networking e�orts� Thrives on healthy 
ompetitionFrom the above 
hara
teristi
s, we show that the aspirations of a knowledgeworker 
an be 
ategorized into three related spa
es; idea spa
e, people spa
e, andpersonal spa
e.Idea spa
e deals with entities for managing ideas. For instan
e the opportuni-ties for learning, 
reating, 
ommuni
ating, and applying new knowledge. Knowl-edge workers seek out opportunities to work on world-
lass proje
ts so as todevelop their expertise and knowledge.People spa
e deals with entities for managing relations. For instan
e theopportunities for building, maintaining, and leveraging 
onne
tions among like-minded peers. Basi
ally the opportunity to work and intera
t with people whothey hold in high regard.Personal spa
e deals with entities for personal bene�ts. For instan
e theopportunities for fame, 
areer advan
ement, wealth, bene�ts, and alignment withpersonal vision and goals. Entities in this spa
e are 
ommonly employed toattra
t and motivate employees. During the dot-
om boom era, the popularmedia often reported on the ballooning 
ompensation and sto
k option pa
kagesused to attra
t and retain top talent.The a
tivities of a knowledge worker are seen as dis
retionary behaviors [5℄.They are likely to engage in knowledge work to the extent that they have theability, motivation, and opportunity to do so [5℄. From our survey of the 
on-sulting industry, we show that the task of managing knowledge work fo
uses onidentifying and providing opportunities for workers to develop the entities in theabove three spa
es.4 The Consulting IndustryConsultants are people who enjoy problem solving and thinking about businessstrategy[2℄. The job of a 
onsultant is rarely mundane. They often 
ollaboratewith highly dynami
 people to work on 
omplex issues. Their assignments 
anrange from advising multi-national 
ompanies on what strategi
 dire
tion to taketheir business to implementing new initiatives that will impa
t the eÆ
ien
y ofa 
ompany's pro
esses.It is widely a
knowledged that re
ruitment at 
onsulting �rms is highly 
om-petitive. It is very hard to break into the top �rms in 
onsulting like Bain,M
Kinsey and Mer
er Management Consulting. Generally 
onsulting �rms in-terview only the best and the brightest who possess the likely skills and traits tobe su

essful both in and out of the �rm. The re
ruitment pro
ess is long andtedious, requiring an aspiring 
onsultant to analyze 
ase studies and to presenttheir solutions. 3



Besides intelligen
e, the re
ruitment pro
ess also aim to identify appli
antswho are savvy, highly ambitious, and able to 
ope with rapid and unexpe
ted
hanges. In essen
e, they are looking for people who strongly exhibit the traitsdetailed in the three spa
es of a knowledge worker.In the next few se
tions, we show that the development potential for ea
hspa
e, 
oupled with the benevolent management of 
onsultants, makes 
onsultingan attra
tive 
areer for knowledge workers.4.1 PULL Fa
tors - Why is 
onsulting attra
tive?It is found that many people are attra
ted to a 
onsulting 
areer be
ause theprofession provides signi�
ant development potential for the entities in the threespa
es; idea spa
e, people spa
e, and personal spa
e.4.1.1 Contributions to Idea Spa
eKnowledge workers are highly ambitious and often seek out 
hallenging work.Outside of 
onsulting, it is hard to imagine another job more 
hallenging, of-fering opportunities to learn and grow rapidly both as a professional and as anindividual.New re
ruits usually re
eive a number of weeks training prior to beginningtheir 
areer, guiding them in the skills required to perform the di�erent 
onsult-ing tasks. Subsequently, the 
onsultant regularly attend seminars and te
hni
altraining so as to keep abreast of the latest issues [6℄.From the outset of a 
onsultant's 
areer, individuals are entrusted with enor-mous levels of responsibility. Young 
onsultants are invariably asked to lead
lient teams, present to senior management at elite 
ompanies, analyze 
omplexproblems and to be a

ountable for the a

ura
y of their solutions [6℄.In addition to the diverse and ex
iting work experien
e, 
onsulting also opensup a host of opportunities for personal growth. Consultants 
an get involved inother a
tivities su
h as re
ruiting, mentoring of other 
onsultants, and organizing�rm-wide 
onferen
es to share new ideas and ex
iting breakthroughs [2℄.In short, 
onsulting provides ample opportunities to further one's knowledge.In addition, the diversity of experien
e provides the 
han
e to grow other partsof a 
onsultant's skill set. All of whi
h 
ontributes greatly to entities in the ideaspa
e.4.1.2 Contributions to People Spa
eConsultants do not work in isolation and are supported by a substantial network.The 
olleagues that they work with are similarly passionate and motivated. Theteams in whi
h 
onsultants work o�er a diversity of experien
e and te
hni
alba
kgrounds. This helps 
reate an environment of ingenuity and dynamism.4



In addition, 
onsultants are also supported by the global oÆ
e network of the
onsulting �rm. This provides ri
h ex
hanges of knowledge and assistan
e onissues that may have already been ta
kled somewhere else in the world.Consulting proje
ts are also typi
ally spread a
ross the spe
trum of industry.Many 
onsulting �rms assign their 
onsultants to an assortment of 
lients invarious industries to 
ultivate broad-based business knowledge [2℄. In additionto learning new knowledge, the pro
ess also provides opportunities for buildinglasting friendships between 
olleagues and 
lients.The 
onsulting profession provides immense opportunities for meeting andworking with interesting people. This aspe
t 
learly 
ontributes to the entitiesin the people spa
e.4.1.3 Contributions to Personal Spa
eIt is found that 
onsultants are relatively well paid and that they earn a 
on-siderable premium over their 
ounterparts other se
tors [2℄. Starting wage ratesare well above the national average for 
ollege students and there is substantialgrowth in 
ompensation as they be
ome more senior.Top-tier �rms o�er undergraduates starting salaries that range from $50,000to $60,000. Typi
al base salaries for MBAs and other advan
ed-degree holdersbegin at $90,000 to $120,000. Managers typi
ally earn between $85,000 and$150,000. Partners or vi
e-presidents 
an bring in anywhere from $250,000 toseveral million dollars at leading �rms [2℄.The above �gures 
ompare favorably to other professions and appeals to theentities in the personal spa
e.4.2 PUSH fa
tors - Why do people leave 
onsulting then?Though 
onsulting �rms 
reate a value proposition that gets their valued 
onsul-tants to stay another day, another month, or another year. But ultimately, the
onsultant may �nd his development traje
tory for the three spa
es plateau andthus de
ide to leave.For instan
e, 
onsulting �rms tend to have a steep 
areer-ladder and onlya sele
t few make it to partner-level [6℄. As a result, 
onsultants who are notup for promotion may seek out employment opportunities elsewhere to 
ontinuedeveloping entities in the personal spa
e.Consulting �rms hold the point of view that, some people will 
ontinue work-ing for them, while others will be su

essful elsewhere. Four of every �ve hireswill disappear in the �rst �ve years [6℄. The winnowing will 
ontinue even forthose who hold upper management positions in the �rm.M
Kinsey managers spends mu
h of their time, 
ounseling asso
iates on their
areers and on whether they should stay at M
Kinsey. The 
onversation oftenamounts to dis
ussing what is in an individual's best interest. Often, they will5



re
ommend a departure, parti
ularly for those who have re
eived attra
tive of-fers. A

ording to M
Kinsey's managing partner, " M
Kinsey is never in thesituation to mat
h salary or other o�er enti
ements" [6℄. Within M
Kinsey, it iswidely a
knowledged that it is almost as mu
h an honor to be asked to �nd workelsewhere as it was to stay on at M
Kinsey.5 Managing Employee TurnoverAs previously stated, whenever an employee leaves the 
ompany, the 
ompanysu�ers the potential loss of 
ustomers, te
hni
al expertise, and produ
tivity. Fur-thermore their departure also 
auses a negative impa
t on employee morale.This se
tion identi�es two strategies employed by 
onsulting �rms in mini-mizing the negative e�e
ts, and perhaps transform the damaging situation intoan advantage.5.1 Employee Departure and The Post-Employment Re-lationshipIt is observed that 
onsulting �rms take a long-term view of their employees.On
e a person is employed as a member of the �rm, his asso
iation with it willbe life-long, regardless if they move on to pursue other employment opportunities[6℄. The ami
able separation and the existen
e of a warm post-employment re-lationship provided 
onsulting 
ompanies an avenue to tap strategi
 businessknowledge and leaves the door open for future re-hirings.As su
h, 
onsulting 
ompanies are able to turn a potentially damaging situa-tion into an advantageous one.5.1.1 DepartureThe nature of departure in a 
onsulting �rm is often a highly digni�ed one. It isbe�tting of a highly su

essful exe
utive. A 
alm departure is important, be
ause
onsulting �rms re
ognize that it is frequently involved in growing the exe
utiveswho may go on to hold important positions in 
orporations all over the world[6℄. It also knows that is has been so sele
tive in re
ruiting 
onsultants that it isalready dealing with an elite that will have a long life in the world of business.Just as 
ompanies fo
us on the lifetime value of 
ustomers, 
onsulting 
ompa-nies 
onsider the lifetime return on investment in their people. Consulting �rmsere
t me
hanisms to stay 
onne
ted with their employees after they leave [6℄.The day someone walks out of their door doesn't mark the end of a 
ompany'srelationship with that person. Instead it marks the beginning of a new stage inthat relationship, as a 
ompany alumni.6



5.1.2 Company Alumni NetworksCompany alumni networks works only when there is a fair value ex
hange, bothfor the employer and the alumnus. Alumni want to gain knowledge on what isgoing on at their previous employment, both the people and produ
t issues, andemployers want to remain in 
onta
t from a business development and re-hiringperspe
tive [7℄.Bain & Co. 
ommuni
ates with its alumni more often that most 
ompanies
ommuni
ate with their 
urrent employees. The �rm employs more than 2,000people around the world, but has more than 1,900 alumni in North Ameri
aalone. These people re
eive frequently updated alumni dire
tories, newsletters,and often get invitations to attend 
o
ktail re
eptions or to parti
ipate in paneldis
ussions. The newsletters often 
hroni
le the developments at the �rm as wellas the professional a
hievements of other alumni [7℄.Business Development One Jesuit ane
dote states that the most importantbody part of a person in power, be it a king or a king's mistress is the ear [6℄.Considerable in
uen
e 
an be exerted by winning a

ess to the ear and whisperingthe right message.Many 
onsulting veterans shift easily into positions of power in di�erent 
orpo-rations. An examination of the ba
kgrounds for many key personnel in 
orporateAmeri
a exhibit the pattern that they have on
e worked as a 
onsultant before[6℄. These veterans 
an help advan
e business development and are a great re-ferral population. They 
an also be used for testing new produ
ts and servi
es.Ultimately, both the 
onsulting 
ompany and its alumni 
an seize business op-portunities by tapping into a wealth of strategi
 relations.Re-Hiring There are also no better sour
e of talent than people you knowand have trained. Alumni networks have often been used for re-hirings [7℄. Byin
luding former employees in a 
ompany's human 
apital strategy, it 
onvertsthe lost investment asso
iated with employee turnover into a powerful businessasset.Most re-hirees have also pi
ked up new skills at their new jobs and theseknowledge 
an be utilized in future proje
ts. Re-hiring means 
ost savings, ahigher hit rate of su

essful 
andidates, and in
reased produ
tivity as they arealready familiar with the �rm's 
ulture and operations [7℄. Lastly re-hiring em-ployees also sends a signal to 
urrent employees that the grass is greener here,not at the 
ompetitor.
7



5.2 Knowledge ManagementOften when an employee leaves, a portion of a �rm's 
ompeten
e due to his exper-tise and experien
e may be potentially lost. Thus there is a need for 
onsulting�rms to prote
t its 
ore 
ompeten
e by adopting sound knowledge managementstrategies.Knowledge management is the 
olle
tion of pro
esses that govern the 
reation,dissemination, and utilization of knowledge [8℄.It has been pra
ti
ed in various forms. For hundreds of years, owners of familybusinesses have passed their 
ommer
ial wisdom on to their 
hildren. Master
raftsmen have painstakingly taught their trades to apprenti
es, and workershave ex
hanged ideas and know-how on the job. However these e�orts do nots
ale and it was diÆ
ult to adopt for large 
orporations.It wasn't until the last 20 years that the pra
ti
e gained popularity. Duringthat period, the rise of networked 
omputers made it possible to 
odify, store, andshare 
ertain kinds of knowledge more easily and 
heaply. In
reasingly, modernday exe
utives are 
ompelled to 
apture and examine the knowledge underlyingtheir business and how that knowledge is used [8℄.Knowledge management strategies are primarily deployed in 
onsulting �rmsso as to gain produ
tivity in daily work [8℄. However their implementation alsohelped the �rms mitigate the loss of intelle
tual property due to the departureof a 
onsultant.The knowledge management e�orts in 
onsulting �rms 
an be des
ribed usingtwo 
ategories, 
odi�
ation and personi�
ation [8℄.For 
onsulting �rms that sell relatively standardized produ
ts ful�lling 
om-mon needs, their knowledge is 
arefully 
odi�ed and stored in ele
troni
 databases,where it 
an be a

essed and reused by anyone in the organization. This is knownas the 
odi�
ation strategy. Whereas for 
onsulting �rms that provide highly 
us-tomized solutions to unique problems, their knowledge is shared mainly throughperson-to-person 
onta
ts; the 
hief purpose of 
omputers is to help people 
om-muni
ate. This is known as the personi�
ation strategy.5.2.1 Codi�
ation strategyIT 
onsulting �rms su
h as A

enture, whose 
ore 
ompeten
e is designing andimplementing information systems bene�t by adopting 
odi�
ation strategy. Thestrategy relies on the e
onomi
s of reuse. The reuse of knowledge saves work,redu
es 
ommuni
ations 
osts, and allows the �rm to take on more proje
ts.In their business, the eÆ
ient reuse of 
odi�ed knowledge is essential be
ausethey are frequently dealing with similar problems [8℄. For instan
e, portions ofa software system developed for a 
lient 
an be reused in the implementation ofanother 
lient's software system. Their 
ustomers bene�t when 
onsultants areable to build reliable high-quality software systems faster and at a better pri
e8



than others by reusing design, software 
ode, and do
umentation that have beenproven su

essful in other proje
ts.These �rms have developed elaborate ways to 
odify, store, and reuse knowl-edge. Knowledge for a proje
t is extra
ted from the person who developedit, made independent of that person, and reused for various purposes. Client-sensitive information are removed and key pie
es of knowledge are 
arefully 
at-aloged and stored in an ele
troni
 repository for other 
onsultants to use.This approa
h allows many people spread out at di�erent lo
ations to sear
hfor and retrieve 
odi�ed knowledge without having to 
onta
t the person whooriginally developed it. As a result, it opens up the possibility of a
hieving s
alein knowledge reuse.5.2.2 Personi�
ation StrategyThe knowledge management requirements between IT 
onsulting and manage-ment 
onsulting are di�erent. The latter o�ers their 
lients advi
e that is ri
h inta
it knowledge. Management 
onsulting ta
kle problems that do not have 
learsolutions at the outset. Very often a 
onsultant seeks advi
e from 
olleagues todeepen their understanding of the issues, but in the end they must 
reate a highly
ustomized solution to a unique problem [8℄.Personi�
ation strategy fo
uses on the dialogue between individuals, and noton knowledge 
odi�ed and stored in ele
troni
 databases. Knowledge that hasnot been 
odi�ed is transferred in brainstorming sessions and one-on-one 
onver-sations. The pro
ess of sharing ta
it knowledge is time 
onsuming, expensive,and slow.To make their personi�
ation strategies work, �rms like Bain and M
Kinseyinvest heavily in building networks of people. For instan
e, knowledge is sharednot only fa
e-to-fa
e, but also over the telephone, email, and via video-
onferen
e[8℄. These 
onsulting �rms also fosters networks in other ways. For example,by transferring people between teams and oÆ
es and by 
reating dire
tories ofdomain experts [8℄.5.2.3 A Dual Knowledge Management StrategyIt is important to note that 
onsulting �rms do not just adopt either 
odi�
ationor personi�
ation strategies [8℄. In essen
e, they pursue one strategy predomi-nantly and use the se
ond strategy to support the �rst. Firms pursuing the per-soni�
ation model also pursue a modest amount of 
odi�
ation so as to provideba
kground materials on a topi
 and a
t as a referral to experts who 
an providefurther advi
e. Conversely �rms that primarily pra
ti
e 
odi�
ation will wantsome portion of their knowledge sharing to be person-to-person. Su
h person-to-person 
ommuni
ation ensures that 
ase solutions are not blindly applied to9



situations for whi
h they are ill suited.6 SummaryThe paper was motivated by the author's admiration of the 
onsulting industry. Itis observed that 
onsulting �rms are invariably sta�ed with highly 
apable peopleand that their employees tend to have short to mid-length tenures. Althoughfa
ed with high employee turnover, the 
onsulting industry 
ontinued to do well.>From the observations, the author had two questions on his mind. Firstly,what 
hara
terizes the push and pull fa
tors in the relationship between highly 
a-pable knowledge workers and 
onsulting �rms? Se
ondly, what are the strategies
onsulting �rms employed to ameliorate the negative e�e
ts 
aused by employeedepartures.The paper started o� with a dis
ussion on knowledge work and knowledgeworkers. From the 
hara
teristi
s of knowledge workers, it was found that theiraspirations 
an be 
ategorized into three related spa
es, idea spa
e, people spa
e,and personal spa
e.It was found that highly 
apable people were attra
ted to 
onsulting work asthey believed that being a 
onsultant provided ample opportunities for developingthe entities in those three spa
es. Furthermore it was also found that a 
onsultantwill 
ontinue to be produ
tive and loyal only if his 
ontinued employment leadsto further development of those entities.As su
h this paper 
laims that the task of managing knowledge work is fo
usedon establishing the entities in those three spa
es.The paper also des
ribed two approa
hes used by 
onsulting �rms to minimizethe e�e
ts of high employee turnover. The approa
hes were to establish an 
om-pany alumni network and by adopting sound knowledge management strategies.Company alumni networks were found to help advan
e business developmentand 
an be an integral part of a 
ompany's human resour
e strategy. For 
on-sulting �rms, they demonstrated the e�e
t of transforming a damaging situationinto an advantageous one.Knowledge management te
hniques su
h as 
odi�
ation and personi�
ationstrategies were also des
ribed. It was found that 
onsulting �rms do not justadopt a single strategy. Instead, they pursued one strategy predominantly anduse the se
ond strategy to support the �rst. By 
ons
ientiously applying knowl-edge management te
hniques, 
onsulting �rms were able to mitigate the loss of
ompeten
e due to employee departures.We believe that the 
onsulting industry provided a good 
ase study on manag-ing human and intelle
tual assets in the knowledge e
onomy. The 
ontributionsof this paper are in formalizing the push and pull fa
tors 
on
erning knowledgeworkers, and our des
ription of the two strategies employed by the 
onsulting in-dustry for minimizing and perhaps leveraging the subsequent departure of knowl-10
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