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Executive Summary


This report is based on two of the largest company in UK, John Lewis and Lloyds Banking Group. How the knowledge management system is operating to help the organisation manage the business and future decision making.
John Lewis mainly operating in UK, how they became the best place to work for in Country with ownership model. The step John Lewis has taken with Waitrose to double the revenue and how to improve the knowledge management system.
Lloyds Banking Group however, facing many different challenges, some are due to Brexit.
They have invested billions of pounds in technology to meet the demand of 21st Century. Furthermore how they can plan for further when restriction on skill worker movement may come in effect.
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1.0 Terms of Reference


Purpose of this report was to investigate the impact on talent and knowledge management on Brexit. 
The report looked at the organisations knowledge management system, how they are implementing and what steps are made to cope with the effect of Brexit. What technology and investment companies are investing in to cope with the demand of 21st Century.
This report has been compiled by Muhammad Sujon, to evaluate knowledge management system organisation are operating and how they can be improved.
The deadline to submission this report is 12th July 2019.










1
2.0 Procedure


2.1	The procedure adopted to prepare this report, includes sources of information from Books, Websites and Journals. Further investigations including the famous theories, business management models and practice applied in different part of the World.
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3.0 Findings

3.1  The finding is based on two of the UK largest organisation:
· John Lewis
· Lloyds Banking Group
John Lewis is one of the UK largest employee owned company. The organisation has two retail brand, John Lewis & partners and Waitrose & partners, both brands together employing over 76,000 people. 
Over 100 years ago the founder, John Spedan Lewis began experimenting into a better way of doing business, he came up with the idea of ownership model, by giving all the employees a share of the business. He believed that it is in the interest of the staff to work hard and understand the customer needs to satisfy their customer as they are the direct beneficiaries of the organisation.
(Johnlewispartners.co.uk, 2019)
John Lewis open their first store in Oxford Street, now operating all over the UK, however the main concentrated area of business is South England. Under John Lewis umbrella there are 35 departmental stores and 272 Waitrose supermarkets in UK,                                 (The Guardian, 2012)                                                                                            
John Lewis is also involved in e-commerce, mail order and some factories supplying the store with furniture’s and textiles.                                                                                    (Reference for business, 2019)
John Lewis has number of employee roles, including:
· People & supply chain 
· Raw materials & sustainable sourcing
· Case studies
· Health and Wellbeing
· Transport, waste management and packaging
(Corporate responsibility report 2017-18)
Organisation job level indifferent roles to be measured based on the relative scale, size and impact. The hierarchy partnerships consist of 10 levels. With every job in the partnership sitting in one of them, so 1 chairman, 2-3 directors, 4 head of department, 5-6 leadership specialist, 7-8-9 specialist partner and junior manager and 10 partners.
The partnership is diverse and job levelling system allows comparing role in different industry sectors to determine reward.					
The organisations provide partnership apprenticeship to develop a market leading breadth. 
					            3			(John Lewis Partnership, 2019)
3.2 John Lewis knowledge development and SWOT analysis
John Lewis knowledge development inventory comes from organisations own employees. John Lewis’s have 76,000 staffs who are all permanent partner of the organisation. The ownership model means it is in the interest of the staff to work hard and understand the customer needs to satisfy their customer as they are the direct beneficiaries.
As the employee’s have firsthand experience dealing with the customer, they understand customer need better than anyone else, therefore they are able to recommend changes for improvement to their senior managers. 
 Customer feedback is encourage through a wide range of customer communication channels, such as customer panels, customer research, online forums and feedback from partners. As well as conduction customer survey, John Lewis also conducts partner survey annually and presents the single collective opportunity for all partners to their opinion on how they feel about working for partnership and what can be done to improve.
(The Guardian, 2012)
They share information with their partners through internal magazines, news letter and through partner voice.
 (smatar.com, 2013)
John Lewis applied their knowledge to expand their organisation, they apply the knowledge they gained from dealing with customer face to face with online services so that their service standard is not slip.
John Lewis Developed Knowledge, Sharing Knowledge & Appling Knowledge, benefits the organisation, because John Lewis has performed exceptionally well compared to the rivals, Tesco, M&S and Sainsbury. John Lewis staff earn substantially more than their rival staff, when bonus is added to their wage package at the end of the year, sometimes equivalent to nine week pay. However in some department John Lewis need to act quicker to implement changes, in this fast moving world. So for example when John Lewis introduced new customer Smartphone apps and delivery service at Waitrose, online grocery sale grew by 14%, but the rivals has already introduced that service sometime ago
(marketingweek.com, 2019)

3.3 The strength of John Lewis knowledge management system is the information collected is first hand and it is credible as the information is collected by their 76,000 employees (partners).  Effective level of employment relationships and extensive product range.
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 Weaknesses, they are limited within organisation and their partners, not from outside source and lack of international presence. Recent slump in profit, lack of effective marketing strategy and lack of competitive advantage. 
Raising demand for private labels is an opportunity for John Lewis. Development of new unique selling propositions, Formation of strategic partnerships in global markets, new product development.
 Treat to the organisation; come from failure in new markets due to cultural differences, negative effects of new legislations, cash flow problems, emergence of new competitors with stronger competitive advantage.                                                 
(S&pswot&pestle.com, 2019)
3.4 Lloyds banking Group was founded by John Taylor and Sampson Lloyd in Birmingham on 3rd June 1765, serving household, businesses and communities all over UK. The organisations provide comprehensive range of financial products.
(Lloyd bank (2019) who we are)
Lloyd banking group has approximately 75,000 full-time equivalent employees. The group has 2,000 branches throughout UK and Lloyd banking and wealth and international asset management has over 500,000 clients and 3,000 colleagues.
The organisations main roles includes; senior manager, banking consultant, SME relationship director, cyber security strategy specialist, senior lead business analyst, senior developer and many more.
(Lloyds banking group (2019) Fact about Lloyds banking group)
To quality to work for Lloyd banking group apprenticeship programme, the applicant does not require any specific GCSE for level 2/ level3 advance, but must be proficient in English and maths. For higher level apprenticeships, applicants are expected to be educated to A- level standard.
(Lloyds banking group talent, 2019)
3.5 SWOT analysis for Lloyds banking group Knowledge System
The group strength is their capacity, as one of the leading organisation in its industry, strong distribution network, Lloyds developed reliable destitution network over the years, strong base for reliable supply, automations of activities bought consistency and quality to Lloyds banking group and 13 million active online customers. 
Organisation weaknesses, is the company has not tackled the challenges presented by new truants in the segment and has lost small market share in the niche market area. The organisation needs to build internal feedback mechanism directly from sale on ground to counter these challenges.
Gaps in products range sold by the company, meant Lloyds banking group profitability ratio and net contribution % are below the industry average.
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Opportunities, over the past few years company investment into online platform, the investment has opened new sale channel for Lloyds banking group, the company now able to leverage this opportunities by knowing its customer better and serve customer needs by utilizing big data analytics.  
The threats facing Lloyds banking group are external strategic factors.
Liability law differs Country to Country, group may expose to various liability claim. Brexit may be one of the biggest threats facing the organisation, shortage of skilled workforce in certain global market represents a threat to growth and because the company operate in numerous Country it is exposed to currency fluctuations. New technology developed by their industry competitors could be a serious threat to the organisation in the medium to long term.
(Fern Fort University, 2019)
3.6  Knowledge Management System at Lloyds banking group
Definitions of knowledge management:
[bookmark: definition]“Knowledge Management is the explicit and systematic management of vital knowledge - and its associated processes of creation, organization, diffusion, use and exploitation - in pursuit of business objectives”
Lloyds banking group was called Lloyds TSB, in 2009, the group merged with HBOS to become second largest bank in UK, with asset of 817 billion pounds, operation in several Countries in Europe, Asia, Middle east and USA. 
The group is organized into retail, insurance, customer finance and commercial banking, employing over 75,000 people in various offices.
Developing and managing knowledge management system is the back bone of the organisation, Lloyds TSB merger with HBOS, not only increased the size of the operation, it also acquired vast amount of tacit and explicit knowledge from HBOS experience staff and their customers. 
(Worldatlas, 2019)
Austrian born, Peter Ferdinand Drucker, who is considered to be the person who invented management, he stated in his second book (The practice of management – 1954) that “there are only one valid purpose for existence of a business: to create a customer”.
He argued that the organization not only kept afloat by internal structure, control and procedures, but rather by customer, who pay and decide what is important.
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He set out eight areas in which objectives should be set and performance should be measured:
· market standing 
· innovation 
· productivity 
· physical and financial resources 
· profitability 
· manager's performance and development 
(British library, business and management, 2019)
3.7 In the 21st Century Lloyds banking group is bolstering its plan to transform the digital experience. The groups 15 million customers actively managing their account online, further 9 million via their mobile phones, gathering huge amount of data and knowledge for the organization. The Lloyds banking group routinely asking their customers for feedback
Increase use of online banking tools is helping the group to share, manage and analysis the data online more efficiently and accurately. The data is then stored in to their data base for future decision making. 
The group realizes that to keep up with demand and to expand their business, the organization needs to invest more on banking giant’s digital offering.
“Aristotle (348-322 BC) stated that ‘Knowledge is the source of power and development and distinguishes the philosopher from the rabble’. 
Francis Bacon (New Atlantis 1626) cites ‘Solomon’s house’ of wisdom and knowledge as being the driver to civilisation as we know
Knowledge management is the discipline of creating a thriving work and learning environment that fosters the continuous creation, aggregation, use and re-use of both organisational and personal knowledge in the pursuit of new business value 
(Cross 1998 p10)
3.8 Lloyds banking group is implementing Aristotle and Francis Bacon model, and decided to invest over £3 billion  to create new technology hub in Edinburgh.  The plan is to recruit 500 new software engineer staff to deal with increase demand for online activity. 
According to Philip Grant, chair of Lloyds banking group Scottish Executive committee, the organisation realised that customer expectations and demand are rising rapidly for digital use. Therefore structural change needed on how the business is operated. Lloyds Banking Group has decided to close hundreds of branches over the last few years and more to follow. By closing the branches and investing in Edinburgh tech hub, which will not only benefit customer of Lloyds Banking Group, but it will also support the development of technology, skill and talent in the fastest growing digital economy outside London.		                                           (Denton, 2019)
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3.9 The authors point out that there are two types of knowledge: explicit knowledge, contained in manuals and procedures, and tacit knowledge, learned only by experience, Lloyd Banking group new technology hub employees only relying on explicit knowledge for developing of technology, skills and talent. The Japanese, on the other hand, focus on tacit knowledge. And this, the authors argue, is the key to their success - the Japanese have learned how to transform tacit into explicit knowledge. 
Two leading Japanese business experts, Ikujiro Nonaka and Hirotaka Takeuchi, were first to tie the success of Japanese companies to their ability to create new knowledge and use it to produce successful products, service and technologies.
Knowledge Management model of Nonaka and Takeuchi has its root in a holistic model of knowledge creation and management of serendipity.
To create knowledge, the tacit/explicit spectrum of knowledge forms also three-tier model (Individual/Group/Organisational) of knowledge sharing are both needed to produce innovation.
The key to the success of transforming knowledge is when someone is able to transform tacit into explicit knowledge.
(Dalkir, 2011, p.64)
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4.0 Conclusion

4.1 John Lewis employee owned business idea has been a great success for decades, since it was founded over 100 years ago by John Spedan Lewis. The organisation has been branded best place to work in Britain. Every employee receives a share of company profit every year.  (Henley, 2010)
The organisation has expanded to other areas over the years, such as supermarket, e-commerce, mail order and factory supply for the stores. 
Ownership model helped the company to meet customer need better, as it is in the interest of the staff to work hard and satisfy the customer needs, as they are the direct beneficiary.
Most of the knowledge comes from their partners in the shop floor, but the knowledge management system often slow to implement changes to fast growing industry. Their competitors have taken advantage of latest technology, such as smart phone apps and home delivery service before john Lewis.  In 2018 The Guardian reported,  John Lewis suffered almost 99% plunge in the half year profit, mainly due to people moving to online shopping, where the organisation where slow to act. Also the company is suffering the effect of Brexit. As well as falling pounds,  Brexit uncertainty having an effect on falling demand for big ticket and bespoke items.  (Kollewe, 2018)
The organisation needs to turn their weaknesses in to opportunity. John Lewis has lack of international presence and they are limited within their organisation and their partners. By opening up to International market and investing more on latest technology and online shopping, John Lewis will be able to turn their weaknesses in opportunity and increase their sale figures. 
According to Entrepreneur Europe, some of the specific advantages presented by successfully growing market include:
· Reduce dependence on the market you have developed in the United Kingdom.
· Exploit corporate technology and know-how.
· Extend sale life of existing products and service by finding new market to sell your products in.
(Entrepreneur Europe, 2018)

By investing in latest technology they will be able to better manage their knowledge management system, which will help the organisation to stay ahead of their competitors. And help to move staff around to different area where is needed most.
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4.2 Lloyds Banking Group the second largest bank in the United Kingdom, employing over 75,000 people and have 2,000 branches in UK.
The group also manage wealth and international asset with over 500,000 clients. Lloyd Banking Groups strength comes from their large customer base, over 13 million active online customers alone.
The organisation actively accumulating data for knowledge management system, but the organisation does not have internal feedback system.
Internal feedback mechanism can help the organisation to better manage their knowledge management system.
Brexit is the biggest challenges facing the organisation; Lloyds Banking Group is an International company, new legislation, pound fluctuation and restriction on skills workforce will be few of the challenge facing the group after Brexit.
Lloyds Banking Group has invested over £3 billion to transform digital experience. The new investment for technology hub will help the organisation to stay ahead of competitors in the 21st century.  But the investment comes at a cost, Lloyds Banking Group decided to close thousands of branches as people move to online banking, but by closing branches they are leavening the elderly and vulnerable without easy access to banking service, older people do not have access to internet banking, the organisation have moral duty as well as business interest to bring older people onboard, more older people have capital saving than younger people, they must ensure that everyone have easy access to banking otherwise they might move their saving to different provider. Lloyds Bank Group should invest in educating and help older generations to use online facilities.
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5.0 Recommendations

5.1 John Lewis staffs are partners, but ownership model does not guarantee success. The organisation needs to stay one step ahead of their competitors, by employing external industry expert to implement the changes faster, before the competitors. 
John Lewis supermarket, Waitrose managed to double their turnover after building an online business. The organization knowledge management system must work same way in all departments and recognize the gap in the market and take advantage.
5.2 Lloyds Banking Group investment in technology hub is the step in the right direction, more needs to be done to help older and vulnerable customer to be able to use online banking facilities.
One of the biggest challenges the organisation is facing at the moment is Brexit, as Lloyds Banking group is an International company, they must invest more outside the UK to cope with any eventuality after Brexit. Movement of skill workers may be restricted; Lloyds must have sufficient skilled works outside UK to work alongside UK colleagues.
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