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Abstract

In spite the fact that individuals or even some companies neglect knowledge as one
of key resources of contemporary business, knowledge occupies very important
position within these successful companies. Dominant opinion of these individuals is
that knowledge can’t be measured, and according to that it is not possible to
govern with knowledge. Different researches how to implement knowledge and
how to maintain required level of knowledge among the company employees
proves that this is wrong assumption. Investment in the people, in creation of new
knowledge and employee intellectual capital management makes a weapon of
new economy in which knowledge is main product and that what is buying and
selling. In this globalized market with fierce competition, demand and knowledge
creation is key factor. The goal of this paper is to present overview of knowledge
management in knowledge society, with point to new trends and challenges.
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Infroduction

The first international conference on topic “Knowledge - strategic imperative” was
held in USA in Houston in September 1995. The first specialized journals in which we
can count Knowledge Management, Knowledge Inc., Knowledge Management
Review and Journal of Knowledge Management appears in 1997. Till 1995 in the
world it was published annually several arficles dealing with KM and in 1999 it was
published almost 700 articles related to KM. From 1996 to 1997 it was held more than
30 international conferences in USA and in Europe to discuss KM. During this period,
the consulting companies achieved a turnover of 1.5 billion dollars by advising
managers how to most effectively manage knowledge across the company
(Kovacic, 2004).

Although there are a lot of earlier records of the importance of the notion of
knowledge, one can say with certainty that the beginning of the introduction of
knowledge and its management dates back to the second half of the 90s of the last
century, especially after the publication of the first scholarly publications in the field.

If you start from a knowledge as a resource whose value can be measured and
therefore constitutes the basis of intellectual capital of the company, then as a
conclusion could impose the idea that a company which has not adopted
knowledge as a key resource, still bases its business on some older principles of
leadership and business that in the contemporary age becomes the burden of
successful business.
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Knowledge then and know

Back in 1890 Alfred Marshall said that knowledge is the most powerful generator
production. 1962 Fritz Machlup in the book “The Production and Distribution of
Knowledge in the United States” gave the first modern analyse of knowledge
importance and knowledge measurement.

Sometime in the second half of the 20th century industrial economy of the past
century converts into present information and knowledge based economy. In today
prevailing knowledge economy the most important resources are intangible
resources: time, speed, quality, patents, information, knowledge, brand image and
customer or client goodwill (Kovaci¢c 2004). OECD groups intangibles into three
types: computerised information (such as software and databases); innovative
property (such as scientific and non-scientific R&D, copyrights, designs, frademarks);
and economic competencies (including brand equity, firm-specific human capital,
networks joining people and institutions, organisational know-how that increases
enterprise efficiency, and aspects of advertising and marketing). (OECD, 2011)
Traditionally, an airline organisation’s assets included the physical inventory of
airplanes. Today, the airlines’ greatest asset is the SABRE reservation system, software
that enables the airline not only to manage the logistics of its passenger reservations
but also to implement a seat “yield management system.” (Dalkir, 2005) While the
average company of 80-ies in the world in the past century consisted of 70% of the
tangible and about 30% of infangible assets, in the 90s this percentage has changed
in favour of infangible assets. Importance of intangible assets in 21 century exceeds
tangible assets almost four times (Matijevi¢c, 2006). In the United Kingdom, for
instance, investment in intangibles is estimated to have more than doubled as a
share of market sector gross value added between 1970 and 2004. (OECD, 2011)

KM and new values

Overall purpose of KM is to maximise the enterprise’'s knowledge-related
effectiveness and returns from its knowledge assets and to renew them constantly.
KM is to understand, focus on, and manage systematic, explicit, and deliberate
knowledge building, renewal, and application-that is, manage effective knowledge
processes (Wiig, 2015) Definitions are confined to exploiting existing knowledge with
its further development to be applied to new processes, products and services.

For a better understanding of KM is useful to summarise clarification of the

relationship between data, information and knowledge (Oslic, 2009):

e Data. Knowledge begins with data. These are objective and quantitative
facts such as: share price, accurate delivery, customer satisfaction index,
capacity and process stability. The data can easily be stored in the database
and custom labelled and prepared for easy and quick search. They have no
meaning, but only describe what it is and what it was

e Information. The data are the basis for information. Information is data with
meaning, because it puts the information in context. Data on the actual date
of delivery in relation to the plan - i.e., the delivery will be five days after the
agreed date - represents data with added meaning and relations, it forms the
information.

e Knowledge is information with internal values, for example, delivery note
(information) means that we must do something in order to achieve the
promises made to customers. The added dimension values or relations can
only come from employees. Their experience and knowledge of the problem
turns information into knowledge which has the highest value for the
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organisation, as it moves employees to action. The application of knowledge
leads to changes, new products and services, and to more successful
business.

Tangible goods lose importance in comparison to the intangible assets. Today
trading information market areas where values are created began to exceed those
market areas where physical products are traded. The value of the company is now
more determined by the amount of knowledge (knowledge capital), rather than its
accounting or physical assets. Among 5 most valuable world companies according
to market value listed in the year 2015, 3 are software companies (Apple, Google,
Microsoft). Another example is Uber as the most valuable start-up, with market value
estimated to 40 billion $ with aimost no tangible assets (Thomson, 2016).

Thus today in Internet era where knowledge is everywhere, ability fo manage
knowledge is crucial to establish and keep company competitiveness on the market
and to create a more efficient and effective organisation.

Types and classification of knowledge
There are two types of knowledge (Spremic¢, 2001):

e Explicit knowledge, as a result of convergent approaches. Here belongs the
knowledge that is stored in books, documents enterprises, knowledge that we
get by the process of education. This kind of knowledge can be easily find,
refrieve and use. It can also be digitized and that speed up the process of
finding and applying them.

e Implicit (silent, hidden) knowledge is knowledge based on experience that is
in the minds of people. It is result of their skills and many years of individual
experience. It is an individual knowledge that quite often remains
undiscovered and unused, in which case it has very little value. However, if
used, usually brings great value. It is spread by direct contact among
employees, but collection and sharing of this knowledge is not an easy and
not a common problem. This type of knowledge is often unjustifiably
neglected.

There is another classification of knowledge according to the compounds (Vidovic,
2003):

e Factual knowledge, it forms data and information.

e Procedural knowledge, techniques such as algorithmic and heuristic
procedures used in expert systems or by experts who are responsible for
solving certain problems.

e Knowledge of the judgment, it allows evaluation of the limitations. It is
important for management during the planning process to set achievable
goals in plans.

Linking this classification depends largely on the ability of companies to implement

a successful strategy of sharing knowledge. It is very important to try to convert
implicit knowledge into explicit. The manner of implementation is not simple, it is
necessary to possess certain processes and collaborative tools to fransfer
accumulated knowledge to other employees. Otherwise it may cause deterioration
of long accumulated knowledge at individuals who have changed the company or
who have refired. In this case the company loses certain investments that were
related to the observed employees.
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KM is largely dependent on management's ability to manage people, which in this
case meant human KM. Identifying the creative and innovative potential of people
is the challenge that lays at the modern management.

KM is not simple to understand and manage, since it is possible from the widen
perspective to conclude that KM includes everything related to knowledge. But from
the narrowly perspective it is possible to conclude that that KM is information
technology system that dispenses organisational know-how through organisation.
The fact is that KM is mixture of different techniques, tools and strategies, and
multidisciplinary approach is required to understand and successfully manage such
complex structure.

Figure 1
Interdisciplinary nature of KM
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Knowledge society
Documents and knowledge base are not the only places where knowledge is stored,
but it is increasingly part of organisational processes and culture of the organisation.
Nowadays, since we live in the information society, information occupies a very
important position in the business environment and in the private lives of every
person as well. From this aspect it is not wrong to conclude that information is base
from which knowledge is created.
New values can be described as four major steps in the development of the
knowledge economy (Osli¢, 2009):

e Information is becoming an important resource, and information and
communication technology becomes basic structure

e Acceleration of the business and shortening production and business cycles

e increasing the importance of infangible resources, where the demand side is
starting to have dominance, as customers and end users are beginning to
impose business terms and conditions

e Development of infrastructure network economy

KM in business domain

The greatest value of the company today makes infangible part, but it is not enough
to possess only intfangible assets and to be aware of its value and potential to
successfully operate companies. Good management is the foundation without
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which certain company potential will never become a value. It is necessary to know
in what way and at what pace to convert intellectual capital into the desired value.
In this case the sooner the better, because on this way the company becomes more
efficient. From this aspect it is necessary to harmonise the dynamics of intellectual
capital to the dynamics of the market.

To achieve a satisfactory level of KM in the domain of business, it is necessary to
implement certain organisational adjustments, and to apply adequate information
technology solution. Organisational adjustment is necessary to enable to maintain
the level of KM. Such organisational structure involves the creation of the
organisation divided along functional domains. This leads to the creation of a
specific group of employees who have the same or very similar function. In this case
it is easier to take advantage of the knowledge as well as manage and protect
knowledge. Certain processes exist to reveal this knowledge and to convert them
from implicit to explicit. The spread of knowledge in such an organisation is of great
importance in order to reduce unnecessary costs of the not exploiting existing
knowledge.

Each enterprise tends to be unique and options for managing knowledge are
legion. Furthermore, since KM sfill is relatively new, the availability of standardised or
off-the-shelf approaches is limited. Consequently, customised approaches are often
devised to provide the enterprise with the best and most applicable solutions and
this adds to the complexity. The consequence is that customised approaches are
often devised to provide the enterprise with the best and most applicable solutions
and this adds to the complexity. From a managerial perspective systematic KM
comprises four areas of emphasis. They focus on: 1. Top-down monitoring and
facilitation of knowledge-related activities; 2. Creation and maintenance of
knowledge infrastructure; 3. Renewing, organising, and transforming knowledge
assets; and 4. Leveraging (using) knowledge assets to realise their value. (Wiig, 1997)

Good management is the one who will beside organisational changes, show by
its own example how to transmit and share knowledge. Appropriate information
technology is essential not only to implement process of KM but maintain them as
well. It is necessary to develop a KM system that is based on the use of information
technology. Such system consists of (Bosilj VUKSIC, 1999):

e Knowledge repositories, which contain large amount always up to date
information stored in different formats (text, images, documents, etc.)

e |Ttfeam and KM team, which consists of the people who manage information
technology (e.g. programmers), and people who know how to recognise the
knowledge of the company (Chief Knowledge Officer, Knowledge
Manager...)

¢ Means and people who have the knowledge,

e Channels for the transfer of knowledge are used to enable employees of the
company to approach the stored knowledge (infranet, extranet, Internet,
workshops, seminars...).

Conclusion

Why Is KM Important Today? The major business drivers behind today’s increased
interest and application of KM lie in four key areas (Dalkir, 2011):

1. Globalisation of business Organisations today are more global — mulfisite,
multilingual, and multicultural in nature.

2. Leaner organisations; We are doing more and we are doing it faster, but we also
need to work smarter as knowledge workers — increased pace and workload.
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3. Corporate amnesia; We are more mobile as a workforce, which creates problems
of knowledge conftinuity for the organisation, and places confinuous learning
demands on the knowledge worker — we no longer expect to work for the same
organisation for our entire career.

4. Technological advances; We are more connected — information technology
advances have made connectivity not only ubiquitous but has radically changed
expectations: we are expected to be on at all times and the turnaround time in
responding is now measured in minutes, not weeks.

Work environment today is very complex and requires not only constant learning
but fast reaction to the changing environment as well. These circumstances results
that repetitive work should be supported with information and communication
technology solutions since the fime for the reaction is very limited. In this complex,
information overloaded work environment KM can be helpful. But information
overload is something what can be easily recognised; much more serious is the
complexity of KM which can be recognised through its multidisciplinary nature. As
such, KM is perhaps best categorised as a science of complexity. KM must also deal
with the yet to be articulated or tacit knowledge. To further complicate matters, we
may not even be aware of all the tacit knowledge that exists — we may not know
that we don't know. (Wiig, 1997)

The focus of intellectual capital management (ICM), on the other hand, is on
those pieces of knowledge that are of business value to the organisation — referred
to as intellectual capital or assets, organised knowledge that can be used to
produce wealth. (Wiig, 1997)

The most knowledgeable employees often leave first. In addition, the selective or
value-based knowledge management approach should be a three-tiered one, that
is, it should also be applied to three organisational levels: the individual, the group or
community, and the organisation itself. (Kimiz, 2006)

In the first generation of KM the focus was on containers. It should be illustrated
with the dilemma exemplified by the much quoted phrase “if only we knew what we
know” and was the generation devoted to finding the information that had been
buried in the organisation. The second generation was focused on the people; this
could be phrased as “if only we knew who knows about”. We are entering the third
generation of knowledge management, one devoted to context, narrative, and
content management (Dalkir, 2011).

Differences between fraditional information management and KM can be
detected in consist of collaborative learning, the transformation of tacit knowledge
into explicit forms, and the documentation of best practices (and presumably their
counterpart, lessons learned). The phrase “connecting people to content and
connecting people to people” to highlight the addition of non-document-based
resources that play a critical role in KM. (McQuary, 2016)

Knowledge management provides benefits to individual employees, to
communities of practice, and to the organisation itself, and the future of KM lies in
better integration info the common business processes, a concentration on human-
organisation-interface and a better match of IT-aspects to human factors. (Schall,
2004)
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