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“All great change in business comes from outside the firm, not from inside.”
-Peter F. Drucker

What Is Firm Wisdom?
Firm wisdom is more than just an employee training system; it is a way to capture the
most valuable information in your business. Too much of your practical business
wisdom, earned over the years, is never documented. The hard won wisdom that you
and your employees have collected over time should be preserved for future workers to
use as a valuable reference tool.
Properly implemented, firm wisdom can reduce training costs and the time it takes a
new employee to become productive. It can provide a powerful collaboration tool that
will keep your team working together and on the same page. It is a powerful philosophy
that can dramatically improve your business.
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Understanding Institutional Memory
Institutional memory is the collective knowledge, facts, ideas, experiences and knowhow of a group of people. It can be found in corporations, government organizations,
professional groups, religions, sports teams, academia, and even, entire cultures. For
example, every business has someone that knows where everything is stored. From
paper clips to new invoicing forms, this person holds the knowledge that keeps the
business running smoothly. If this person is lost, that information is lost.
Institutional memory is how you instill a
group's ideology or work methods. You
build a team by teaching new members
your traditions, jargon and work
processes. Members of the group can
identify one another based solely on their
knowledge of this information. For
example, Jimmy Buffett fans understand
that being called a “Parrothead” is not an
insult. This is also common in military
training to force new recruits to learn a
new language, new ways of working and
so forth.
Institutional memory requires the ongoing
transmission of information between
members. If people with information do
not pass it along to new members, there
is no way preserve that knowledge.
Many businesses try to overcome this problem by developing Employee Manuals.
Sadly, most of these are either out-of-date or, in the worst cases, completely useless. I
have seen too many employee manuals that are a waste of paper.
On the flip side, institutional memory can be indoctrinated to the point that it becomes
impossible to challenge when new information is found that contradicts it. When
institutional memory becomes too rigid, it becomes a hindrance to your business.
Usually, you cannot solve new problems with old methods.
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Problems with Institutional Memory
Obviously, the biggest danger is that a key employee will leave: either because they got
another job or because they get hit by a bus. Once they are gone, all that accumulated
knowledge goes too. Now, someone has to step in and take over the job, either another
employee or a new hire. In either case, there is a learning curve involved and that
means lost productivity.

Hard to Transfer
Institutional memory is time consuming to transfer. However, since it is usually
transmitted verbally, there is a real danger of information loss. More often than not,
when someone asks you "just a quick question", you answer verbally. It is too time
consuming to write a formal email to explain where the paperclips are stored. Obviously
the supply closet inventory isn't as important as the proper way to fill out a bill of lading
or the correct format for bank reports.
Most everyone has played the Telephone game
where a large group of people is asked to whisper
a message around the room. The first person
whispers "The door is creaky" and by the time it
gets to the fourth person the message has become
"Dodos are creepy." This is a perfect example of
information loss.
As the message is passed along verbally it
changes. It is part of human nature to change
things. You can play this game hundreds of times
and you will always lose information in the
process.
Verbally transmitted information is subject to data loss. You don't want that happening
with your important business wisdom.

Buy the book today! FirmWisdom.com

Formal Training is Expensive
Every new hire is someone that needs to be trained. Regardless of their experience
and ability, new workers need to learn the specifics of how you work. Every business
works a little differently. Different bosses have different standards and varying
demands. Every new hire comes to your business with no knowledge of your firm's
internal operations. They won't know company policy for the day-to-day job-specific
work they are expected to do. They'll know the employee manual, (if they read it) but
chances are the employee manual (if you have one) is so generic that it doesn't explain
specific job functions.
Ideally, all new employees
receive formal training during.
Studies conclude that formal
training significantly improves a
new employee's productivity.
The problem is that most small
businesses can't afford formal
training. Instead they resort to
the Throw 'Em to the Wolves
Training System™; it's the
corporate equivalent of teaching
someone to swim by kicking him
overboard. Basically, you get
someone to show the new worker around the office, introduce her around, present her
to her workspace and "Good luck! The boss wants that job done yesterday."
Try to remember back to your first day at a new job. Between trying to learn a new
environment (where's the bathroom?), to meeting lot's of new people (what’s that idiot’s
name?), to the new-job jitters, chances are you didn't get much work done the first few
weeks. It is unrealistic to expect a new worker to remember all the detailed information
he is bombarded with on Day One.
I remember my first day as a software tester. (Coincidentally, it was the same day that I
coined the Throw Them to the Wolves Training phrase.) I remember the hordes of
misanthropic computer nerds; an uninformative manager; a bullying, overbearing
President; and a foreign computer. Forget testing any software, I wasn't entirely sure
how to turn the damn machine on! I remember thinking "What the hell am I doing in this
mad house?"
The point is formal training is expensive and small business must find every possible
trick to keep costs down. Your employees need training but we also know that verbal
communication is unreliable. Institutional memory is collected over time, and while new
workers are learning what they need to know, you are losing productivity.
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Inflexible
You can't teach an old dog new tricks, and a
leopard doesn't change his spots -- both are
statements of inflexibility. When you cannot
adapt, you won't stay in business long.
Another problem with institutional memory is
that it tends to remain rigid and inflexible.
You start falling prey to the "we've always
done it that way" thinking. This is a death
knell for most businesses.
Circumstances change. As business owners
we must be able to face that change
rationally and make the necessary
adjustments to survive. When we are
trapped into outmoded patterns of thought,
we will have a miserable time trying to adapt
to changing realities.
As circumstances change, we need to
change the way we work. Not necessarily by
reworking or adapting existing institutions but
by a deliberate plan of action.
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Organic Growth
The last major problem with institutional knowledge is that in addition to the data loss
that comes from verbal communication, there is also a tendency towards organic
growth. As workers confront new situations, they adapt what they know and apply it to
the new circumstances. A simpler way of saying that is "when you only have a hammer,
all your problems look like nails."
This leads to an organic shift in how your
company gets things done. When
examined individually, these may not
seem like a big deal. However, when you
add up all the changes, they can be
significant.
I realize some readers may think there is
a contradiction here. If institutional
memory is inflexible then how can it also
experience organic growth?
Here's the difference: organic growth is
only thought out in the most basic problem
resolution framework.
The worker identifies a change in an
otherwise normal procedure, adapts
existing processes and finishes the task.
However, there is no deliberate evaluation
or understanding of how this “minor”
change will affect everything else.
For example, Joe processes all incoming invoices for payment. However, a new
accounts payable software requires Joe to change how he processes each invoice.
Since he has no other choice, Joe simply adapts to how the software works and keeps
processing invoices for payment.
Little does Joe know that the change he initiated has an enormous effect on Maria who
is responsible for printing and mailing out checks. Because Joe has no idea how his
work connects to Maria's, his change now causes Maria to adapt how she works.
These ripples can spread through an entire company in no time.
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Embracing Change Wisely
Institutional memory is the collected knowledge of all the members
of the team. It helps to instill team spirit and to foster team unity.
Institutional memory must be transmitted (usually verbally) to new
members of the team.
Change is inevitable. We need to embrace change because there
isn't a damn thing we can do to stop it. However, we need to
change deliberately. We must understand how everything
interconnects and determine the full range of effects any change
will bring.

Unleashing Firm Wisdom
Firm wisdom is how you record institutional memory. It is about unleashing the powers
of decentralization within highly regimented and centralized organizations. It permits for
the free flow of ideas and innovation within your organization without the limits imposed
by hierarchy and departmental structure.
When properly implemented firm wisdom can build business-wide collaboration and
information exchange. Therefore, any ideal implementation of firm wisdom within your
business must keep all this in mind.
What if you could:
 Minimize training costs
 Eliminate repetitive questions
 Aggregate important business data
 Enable collaboration between workers
 Tap into the collective intelligence of your entire organization
 Build stronger teams
 Provide seamless communication between departments
 Gather all your best business ideas together
 Open a frank dialogue with your customers
 Build a strong business culture even across geographic divisions
 Enable key customers to provide feedback during R&D
 Convert your customers into a tribe
 Convert your customers into fanatics for your products
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A Democracy of Ideas
My father always says that even the world’s biggest idiot is entitled to one good idea in
his lifetime. Since you aren’t an idiot you can capitalize on this idea, as long as you
know about it.
With firm wisdom, you liberate your employee’s
ideas into an environment where the best
concepts can rise to the top. Firm wisdom allows
for everyone in your business to share their ideas
and then encourages others to comment on those
ideas in the hopes making them better. Think of it
like the old Suggestion Box except it is digital and
open to discussion.
No matter what, you must fight the manager’s
urge to impose order and regulations on firm
wisdom. The idea is to tap into the wisdom of
crowds and to allow the best ideas to rise to the
top. If you provide good incentives for the ideas
you use, you will see a dramatic increase in the
number of ideas posted.

The Power of Decentralization
Highly regimented, top-down organizations are on their way out. Modern business
requires your employees to be Knowledge Workers. This means they rely on
information to make good decisions for your business. Logically, the more information
they have, the better decisions they can make. Firm wisdom allows the free flow of
ideas and innovation within your organization without the limits imposed by hierarchy
and departmental structure. Now people can collaborate across departments and work
to improve your business.
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Creating Firm Wisdom
The easiest way to get started building
firm wisdom is to begin the tedious process
of documenting everything your company
does. Have each worker write out every
task they perform on a daily basis and
include all the steps in the process. Then
you will need to document all your
company policies and guidelines.
The next step calls for all this information to
be available digitally to your staff. All your
workers should be able to access this
information and they should be able to add
to it also. Now, if someone is absent from
work, whoever is filling in only has to
review the documents pertaining to the
specific job.
As your company grows, you should
eventually include some social networking
technology into your firm wisdom system.
You can create individual blogs for your
workers, a Question & Answer section, links to useful articles and other Internet content.
Eventually, you may even wish to open parts of your firm wisdom system to your valued
customers so they can post their opinions and ideas for your business.

Case Studies
The following two Case Studies will serve as guides for how you can set up your own
firm wisdom. Please understand that I have provided as much information as possible
about how these businesses have developed firm wisdom.
However, I cannot provide complete details because how these businesses use their
firm wisdom systems constitutes a genuine competitive advantage. Both companies will
agree that firm wisdom gives them a significant business edge and have asked me not
to reveal too much.
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Case Study 1:
Samole, Berger & Hicks, P.A. (www.samoleberger.com)
Samole, Berger & Hicks has developed a home-grown firm wisdom system using Corel
WordPerfect and standardized document naming conventions.
This South Florida law firm has created standard policies for every new client and case
that enters their office. In addition, all standards are fully documented and available for
employees to review on their private network.
New employees are provided with all the necessary documents and are also trained by
a senior member of the office staff. In competing law firms, a new employee generally
requires 4-6 weeks before they are working at peak levels. A new employee of Samole,
Berger & Hicks is up and running efficiently within 2 weeks!
Firm wisdom gives Samole, Berger & Hicks a substantial advantage in productivity and
efficiency.
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Case Study 2:
Lynco Electric (www.lyncoelectric.com)
Since 1985, Lynco Electric has used custom computer software to track every work
estimate they have ever created. This software connects into a custom inventory
database.
Over the years, Lynco has developed a proprietary part numbering scheme which
logically unifies equipment and materials that are normally installed together; this allows
estimators to quickly learn the part numbers of all the materials. Under extreme
circumstances when an estimator does not have access to a computer, they can create
estimates over the telephone by dictating the part numbers and quantities to an
operator at the home office.
Lynco's ability to generate quotes quickly gives them a sizeable advantage over the
competition. They are able to produce actionable construction estimates within
moments. This entire software system is a great example of firm wisdom at work.
Through a single system, Lynco manages inventory, client information, quotes, job
costing, invoicing, and profitability analysis. Employees can be trained quickly and start
working immediately with minimal error because part numbers are grouped logically
based on function. They can also quickly refer to past quotes and review customer
activity for the life of the account. Firm wisdom gives Lynco Electric a significant
competitive advantage with fast turnaround of work estimates and reduced error rates.
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Getting Wise
Sounds great doesn't it? So much power all available to you and your workers, and all
you need is firm wisdom. By harnessing the power of firm wisdom in your organization,
you can unleash the collective knowledge of all your employees and maybe even your
customers too. You will build a community centered on your business which will further
strengthen your brand and encourage customers to promote your products.
To learn more, buy the book at FirmWisdom.com
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Thanks for reading my ebook. I hope you got
something out of it. If so, please send it to
someone else.
For more free insights and business wisdom,
visit www.LouRG.com.
Thanks!
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