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Abstract. Knowledge democratization is essential to innovation strategy formu-
lation and execution. It is the culture in which organizational strategies are em-
braced to create shared added-value. This paper provides a framework through
which companies can develop democratic corporate entrepreneurship and intra-
preneurship operations and strategies. The Company Democracy Model is used
as the method based on which knowledge democratization is built by providing
a structured path to satisfy the pre-conditions, post conditions and evolution of
such initiatives. In this attempt, the Company Democracy Model integrates the
McKinsey’s 3 horizon model for organizational growth. The integration of the
two models creates a knowledge based corporate entrepreneurship and intrapre-
neurship transformation strategy, supported by phases, stages, and goals. Fur-
thermore, this integration is projected in a 3-dimensional space where the hori-
zontal business development, of the McKinney 3 Horizons, affects the vertical
organizational maturity, of the Company Democracy Model, through innovation
development inside or outside the organization.
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1 Introduction

In the world of uncertainty, maximizing innovation and staying competitive is cru-
cial for organizational sustainability and operations. The existing management systems
empower employees of high educational, social and rank level to explore innovation
opportunities on establishing corporate entrepreneurship and intrapreneurship projects
and initiatives within the business. This, however, is not the most effective approach as
the non-privileged employees are usually unheard and their opinions are often dis-
carded.

Democratization within corporations is essential to lay a strong foundation for future
innovation explorations that will prevail in the coming years. Corporations cannot fully
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rely on selective employees and management systems that limit the organization’s po-
tential by ignoring the intellectual capacity on their human resources. Companies must
embrace a democratic process to consolidate knowledge and transform it into meaning-
ful and applicable innovations through corporate entrepreneurship and intrapreneurship
initiatives for all. However, to apply such democratization strategies it is important
first to identify the human recourses willing and able to innovate, to tackle lack of con-
fidence on those with insecurities, to overcome personal interests, and to manage the
ego of the senior managers primarily.

2 Utilization of human intellectual capital via corporate
entrepreneurship and intrapreneurship

Corporate entrepreneurship and intrapreneurship is premised upon the utilization of
people’s, goals, drives and intellectual capital towards their transforming it into corpo-
rate entreprencurial assets. To identity, develop and generate such assets, it is impera-
tive to identify and measure the degree of intellectual capital that resides in an organi-
zation and the degree of the organizational infrastructure to support it. Intellectual cap-
ital is a relatively new term in the field of business management comprised from the
intangible assets of knowledge, skills and information [1]. Intellectual Capital or Hu-
man Intellectual Capital (HIC) can de defined with various terminologies, but the es-
sence primarily revolves around the knowledge, expertise, brain power and other as-
pects within an organization, which is quite complex to size and measure [2]. Over the
last ten years there has been tremendous effort to utilize human intellectual capital and
its impact in the creation of new corporate business activities.

Organizations today divert efforts and resources towards the transformation of ‘em-
ployee experience’ to ‘human experience’, by understanding and acknowledging the
aspirations of employees and by embracing the democratic workforce concept. Deloitte
highlights three domains of change towards the human experience in a 3X3 matrix with
rows the futures of workforce, the organization and the HR, and with columns the re-
fresh, rewire and recode effort needed to change the status quo in the organizational

world (Fig. 1) [3].
@ Refresh @ Rewire Recode
Future of the

workforce e Leadership o Alternative workforce ® Superjobs

e Human experience
* Rewards

Future of the

organization

* Teams

* Talent access ¢ Talent mobilit
Future of HR Y

e HR cloud e Learning

Fig. 1. Three domains for reinvention with approaches to change [3].



The elements that compose the matrix contribute towards improving the human in-
tellectual capital concept for a shared, organizational and the employee’s, development
benefit.

3 Shared Value Innovation and Operations Optimization

Shared value innovation is an innovational dimension which integrates the shared
benefits organizations and society can be obtained by working under a co-evolutionary
philosophy. Effective intellectual capital utilization can lead to shared value innova-
tion and open up new markets [4]. As the employees are part the society, their
knowledge on improving the effectiveness of the company in both operations’ manage-
ment and new product/service development, returns back to the society in which they
belong. The effective communication of such concept enables the transformation of
the organization’s workforce into corporate entrepreneurs where everyone has the abil-
ity, option and opportunity to make a difference for the organization, themselves and
the society above all. The world is improving when the people improve it, and since
not all people have the financial and organizational power to do it, this can be achieved
with the proper utilization of their knowledge.

Figure 2 presents this integration of the company, market, society and the employees
through intellectual capital on delivering shared value innovation under a co-evolution-
ary and co-developmental philosophy. The circular flow of knowledge is originated by
the employees themselves. Through corporate entrepreneurial and intrapreneurial sup-
port they generate new intellectual capital-based products and services for the market
to reach the society. The circle continues as the society inspires them with new ideas
that ignite this repetition.
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Fig. 2. Creation of shared added-value innovation for the society.

The effective support on such a circular shared value innovation approach impacts
the success of the human intellectual utilization a company has. It is very difficult to
measure the degree of human intellectual capital in an organization without the infra-
structure needed for the employees to present their knowledge and apply it as well. The
human intellectual value of an organization is related with the success employees record
on transforming their knowledge into organizational benefits either with new products
and services or with organizational optimization procedures and activities.



4 Democratizing corporate Entre- and Intrapreneurship

Industry data (shown in Fig. 3), indicates significant organizational benefits that can
derive from highly engaged employees [5]. Engaged business units increase the prof-
itability by 21% [6]. However, to achieve such results it is important to provide the
freedom and the space where employees can contribute to such a goal.
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Fig. 3. Employee engagement organizational benefits [5].

Practical, and actual, freedom of speech is essential for the transformation of the tacit
knowledge into explicit knowledge. However, there are major significant barriers that
need to be managed first, mostly dealing with effective leadership. Authentic leaders
motivate and support employees to actively and effectively commit, share and com-
municate their knowledge. Irrespective of the capability, maturity or capacity, it is im-
perative for companies to operate and flourish within a corporate culture that recog-
nizes, acknowledges and respects the employees’ knowledge and ideas once properly
stated. As people do not lack creativity, intelligence or passion, it is mainly the corpo-
rate culture they operate into that limits their charismatic nature and their critical think-
ing.

In this effort, freedom of speech can be an Aristotelian knowledge driver from ob-
servation, to experimentation and from learning to wisdom [7]. The ability of people to
share their knowledge makes them better observers in their attempt to justify and com-
municate their ideas to others. This systematic observation is the inception to the gen-
eration of wisdom where reasoning is the predominant factor of the associated thinking.
Employees who believe their voice is heard are five times more likely to feel empow-
ered and perform at the highest potential [8]. Y-Theory believes employees are not pas-
sive and companies should provide ample opportunities and room for employee’s de-
velopment to harness their intellect and channelize it towards meeting strategic organ-
izational goals [9]. Other scholars propose the Z -Theory which addresses human needs
like belongingness, affiliation and trust [10]. Both theories set their based on the co-
exitance of employees and organizations through the freedom to transform their
knowledge into action. Such approaches on employee engagements have as common
denominator the democratization of knowledge. Freedom of speech is a classic demo-
cratic characteristic in societies which can also be applied in corporations.

Over the last decade, there has been a knowledge democratization movement as cor-
porations begin to realize the value and impact of intellectual capital that resides within



them. Several management models, theories and frameworks have been developed to
manage knowledge elicitation for innovation management and operations optimization,
while others directly deal with the democratization concept. Such a model is the Com-
pany Democracy Model (CDM) designed on the applied philosophical principles. The
model integrates several democratic values that contribute to ethical and effective uti-
lization of the human intellectual capital [11].

CDM operates through an evolutionary process framework [12], which is based on
the ancient Hellenic wisdom of the Delhpic Maxims. The model applies several max-
ims but mostly the 'Know Thyself', 'Metron Ariston’and '"Miden Agan’ to control self-
awareness, ego and exaggeration [13]. CDM uses ontologies and taxonomies to classify
organizational knowledge [14]. The model works in a spiral flow which continuously
turns tacit knowledge into explicit [15]. Another model which also promotes demo-
cratic knowledge creation and utilization and is aligned with the CDM is the co-Evolute
methodology [16]. The base idea of the model evolves on the concept that organizations
can support their employees’ personal growth, vision and development in order to im-
prove the core competencies and both sides [17].

5 The Applied DeCEIM Structure

Based on the principles of the Company Democracy Model (CDM), the Democratic
Corporate Entreprencurial and Intrapreneurial Model (DeCEIM) can be generated by
altering the CDM towards a more entrepreneurial dimension for the creation of new
corporate ventures. The DeCEIM sustains the levels and philosophy of the CDM which
start from the organizational knowledge elicitation to its total transformation into cor-
porate business units, startups or spin-offs (shown in Fig. 4). The first three levels of
the DeCEIM follow the concepts of the relevant levels of the CDM and emphasize on
the identification of the knowledge and the maturity of the employee. The other three
emphasise on the entrepreneurial dimension and the knowledge evolution.

Specifically, the first level creates a culture where knowledge is selected continu-
ously and unbiased by all employees. Engagement motives are given for all to partici-
pate in this organizational culture. A very brief business planning is required mostly on
the benefits of the idea/knowledge and less on the financial or technical dimension. On
level two, the ones whose knowledge contributions have been selected to evolve are
supported with entrepreneurial training and the proper experts to develop their ideas
furthermore into full and well thought business plans. The third level implements the
idea into new organizational product or service and launches it in the markets to judge
it. The degree of success will determine if the next levels will be followed.

Upon the desired success, the organization transforms the new product or service
into an innovative new business unit or product line. The innovation remains within
the organization but operates as a different organizational internal product or service
line. The success of level four moves the product/service to level 5 where an organi-
zational spin off is created. It is the stage where the product/service is considered
mature and strong enough to get detached from the organization and be managed as a
separate organization but within a distance from the base. The effectives of level five
brings the product or service to level 6 where the spin-off is fully detached from the
organization and becomes an independent company within the group of companies of



the organization. It is the stage where the product or service expanded its functionality,
client base, partnerships, etc and can totally stand in the market on its own.

The COMPANY DEMOCRACY Model Democratic Corporate Entrepreneurship and Intrapreneurship.
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Fig. 4. The Applied DeCEIM Structure with the detailed activities

The organizational commitment on the DeCEIM on the knowledge utilizations is
stronger in every dimension. Financial, organizational and administrative supports is
fully provided, however the evaluation of the knowledge that enters DeCEIM is more
demanding and rigorous. It must be noted that utilization and transformation of the or-
ganizational knowledge does not stop at level 3 where the prototypes are developed and
successfully operate. Upon such success, organizations must target reaching each
higher level where new corporate business units, product lines or spinoffs are created.

DeCEIM practically divides the evolution of the knowledge from an idea to an actual
independent organization. However, there is another point of view in this evolution
which can be extended into three knowledge maturity stages, or horizons. In the first
stage the knowledge is transformed into a complete business plan (levels 1, 2), in the
next the idea enters the market and obtains sustainability via corporate intrapreneurship
(levels 3,4), and the third stage detaches the operations of the idea from the organization
giving it business independence, via corporate entrepreneurship (levels 5, 6). It is a
journey from the stage of today to the stages of tomorrow.

6 Alignment of the DeCIEM with the McKinsey Horizons of
Innovation

This triadic staged evolution of the DeCEIM horizons can be related with the McKin-
sey Horizons Model for organizational competitiveness.



In DeCEIM, the screening of ideas and their implementation over a time period must
be related with the strategic vision of the organization. What is possible might not be
feasible. Feasibility can be related to the expected success of a business initiative in
specific time periods. McKinsey’s 3 Horizon Model is premised upon addressing
growth and innovation by assessing potential opportunities for growth in future without
neglecting the performance of the present [18]. The model divides the timeframe into
three horizons ranging from the core business (short-term) to the future business oppor-
tunity (long-term), with an intermediate horizon that acts a transition phase for the im-

plementation of the innovation (shown in Fig. 5).
Horizon 3:
Create Genuinely New Business
Horizon 2:
Nurture Emerging Business
Horizon 1:
Maintain & Defend Core Business TIME

Fig. 5. McKinsey’s 3 Horizon Model representing the three horizons of growth.

VALUE

Horizon 1 refers to the core activities, assets and business of an organization. This
horizon is responsible for activities that provide the current best profits. Horizon 2 re-
fers to the emerging businesses, entrepreneurial ventures and opportunities that could
result into future profits via investments. Horizon 3 refers to the creation of new busi-
nesses and opportunities that do not currently exist but can be achieved, with the activ-
ities of horizon 2, to create uncontested market spaces, or Blue oceans [19].

It is imperative to acknowledge and undertake a gap analysis between horizon 1 and
horizon 3 to identify horizon 2. There are conditions that must be satisfied in every
transition process. Firstly, it is important to gather a deep understanding of the core
business (horizon 1) and key assets that drive revenue. As the business environment
constantly changes with a dynamic nature, an organization can either imagine how to
compete in horizon 1 or plan the desired future stage at horizon 3 through horizon 2,
the bridge stage from the planning to the achieving.

A common denominator on the horizon’s evolution equation is the quality of
knowledge on understanding the current state, the future state and consequently what
needs to be done in the intermediate stage. This corporate knowledge cannot be ob-
tained effectively and accurately without the contribution of the organisation’s human
resources. It is the employees who are the driving force for the effective execution of
business activities that take place in each horizon. Therefore, a collective understanding
of the current and future state through the employees is imperative to propel the com-
pany towards growth and innovation by capitalizing on the knowledge the organization
generates in the 3 horizons.



7 Implementing of the DeCEIM within the McKinsey Horizons

The integration of the DeCEIM with the McKinsey Horizons can effectively be
achieved with the utilization of the organization’s intellectual capital that resides in the
DeCEIM knowledge horizon 1. The democratic culture in DeCEIM horizon 1 identifies
and engages the employees that can participate towards the realization of the McKinsey
horizon 3. This implies that the vision will be divided into separate strategic goals and
be achieved by competent and ambitious employees who are agile enough to drive this
visionary change through their innovations and entrepreneurial journey within the De-
CEIM. McKinsey horizon 2 involves the implementation of the strategic knowledge
gained in horizon 1. The success of each initiative selected in horizon 1 at horizon 2
brings the organization one step closer to horizon 3. The degree of success of horizon
2 determines the degree of success in time and goals of horizon 3. Figure 6 highlights
the role of the DeCEIM Horizons (levels) in each McKinsey Horizon.
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DeCEIM for Strategy Utilization
(Levels5 & 6).
w HORIZON 2 Corporate Entrepreneurship.
g DeCEIM for Strategy Organizational transformation

Implementation (Levels 3 & 4).
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and application
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Formation (Levels 1 & 2).
Business Planning.
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Fig. 6. A transition flow for companies under McKinsey’s 3 horizon model by us-
ing the DeCEIM.

The horizon’s transitions are best achieved once the organizations know the desired
stage (McKinsey horizon 3). Knowing what shall be archived helps direct the activities
of DeCEIM horizon 1 towards the identification of the intellectual capital that will be
selected and matured in horizon 1, implemented in horizon 2 and integrated in horizon
3. A second condition to achieve McKinsey horizon 3 more effectively and minimize
risk of corporate failure, is to decompose the vision of level three into quite small seg-
ments where the human recourses are able to direct their knowledge and skills through
DeCEIM. Gatherings small knowledge contributions helps employees come up with
more focused and valid knowledge and work (Fig. 7).

It must be noted that in the proposed horizon transition process there can be
knowledge initiatives and projects that even if they could be well selected and matured



in the DeCEIM levels 1 and 2, might not succeed in levels 3 and 4. This means that not
all activities of McKinsey horizon 1 can move into horizon 2. This might either leave
the goal on horizon 3 incomplete or extend the completion time until all the elements
are in place.

Another effect this approach has is the impact of the McKinsey horizon 2 to horizon
3. As the elements of horizon 2 assimilate and integrated when reaching horizon 3, the
new corporate vision, strategy might be different from the one designed in horizon 1.

This difference can be positive or negative based on the quality, the time, the inno-
vation and the market’s response indicated on each activity of horizon 2. However, it
is up to the organization to accept such deviations or insist on the original goal over
time. This transition flow within the McKinsey’s 3 horizon, allow companies to learn
from the activities of horizon 2 that could not sustain value, but also leverage upon such
activities in the emerging business landscape that might be crucial for future strategy
formulation and implementation.

w HORIZON 3 : New Business
g Strategy Results Synthesis
[ 11

HORIZON 2 : Transition Phase EEN =
Busi rmati [ | g
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Future E“f
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Fig. 7. A transition flow for companies under McKinsey’s 3 horizon model by us-
ing the DeCEIM.

8 Conclusions

The integration of the Company Democracy Model’s DeCEIM Horizons and the
McKinsey’s 3 Horizon model can generate a democratic business transformation strat-
egy based on the practical utilization of the organization’s human intellectual capital.
Pre-conditions for such a strategy include the establishment of an ethical knowledge
share culture for the two models to co-operate. Based on that, the Company Democracy
Model, through DeCEIM, is evolved over the McKinsey’s 3 horizon model, allowing
the model to move from the current activities (horizon 1), to business transformation
via corporate intrapreneurship (horizon 2) and to new and future market development
via corporate entrepreneurship (horizon 3). Post conditions is the post implementation



analysis of each maturity journey towards repeating the process for higher achieve-
ments and continuous development.

This knowledge driven democratic framework enables organizations to succeed, cre-
ate and sustain competitive advantage by becoming confident in horizon 1, competitive
upon horizon 2 and innovative upon horizon 3, within a knowledge based democratic
corporate environment.
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