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Abdtract. This paper seeks to serve as aroad map for a possible methodology of knowledge
management, and of the research exploring it, highlighting main intersections, and the Signs pointing
ahead in such journey. The research aims eventudly at advancing the cregtion of a coherent integration
amongst Knowledge, Knowledge Management, Intell ectua Capital, and some of the conceptsin
between, i.e. Vaue, Intdlectua Property [1]. This paper however, suffices for demondrating the
argument motivating such an effort. It promotes the need for, rather than describesin full, such
possible methodology, and highlights main themes afl oat so far in the two years of research. Starting
by reviewing some of the literature and the concepts, servesto build common grounds (and my
argument) towards the questions ‘is knowl edge management part of intellectua capita? And if so,
how? , and attemptsto clarify the relationship. The discussion of KM is developed to an array of
processes and methods, involving various forms and components of knowledge, identifying irherent
tensgonsin the term and concept. Further tensions are identified in the research asinherent aong the
whole spectrum of aligned concepts, sometracked to their epistemological roots. The motivation and
relevancy are demongtrated through the vision behind KM, as perceived by the author.

1. Introduction - The development of the current context of knowl edge management

In order to fully comprehend the difference in perceptions towards the terms of knowledge
management and intellectud capital, a deeper dissection both of the terms and of ther
context development is required. Moreover, an understanding of the rdaionship of
knowledge management with associated concepts, such as organizationd learning and the
learning organization, human resources management, information systems and artificia
intelligence, and culturd issues, isdesrable aswell, and is daborated in my research.

Even nowadays, thereisno full consensus on definitions and perceptions as* Knowledge
management is an emerging pracice, hence there are many interpretations as to what KM
means and how to best address the emerging questions about how to effectively useits
potentia powers. eg. Davenport and Prusak, 1998, Edvinsson and Maone, 1997, Nonaka
and Takeuchi, 1995, Wiig, 195" [2]

One point of departure is to examine the components of the terms, in turn.

2. Knowledge

Discussonsinto the very essence and nature of knowledge, have occupied, Snce the time
of pre-Socratic philosophers, the fidd of epistemology, especidly with regard to itslimits
and vdidity. | have no intention to evade the connection of episemologicd issuesrdaing
theories of knowledge, to knowledge management, and to the very core of my research
question. As J. C. Spender putsit “every attempt to use the concept of knowledge in
organizationd analyss must be preceded by an explanation of its nature. Thisis straight
philosophy or, more precisdy... sraight episemology” [3].

Davenport and Prussk offer us the “working definition” of knowledge as “afluid mix of
framed experience, vaues, contextud information, and expert indght thet provides a
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framework for evauaing and incorporating new experiences and information. It originates
and is applied in the minds of knowers” [4] p.5 And Burton-Jones defines knowledge as
“the cumulaive sock of information and skills derived from use of informetion by the
recipient. Where the recipient is a human being, knowledge thus reflects the processing
(thinking or cognition) by the brain of the ‘raw meaterid’ supplied in the form of
information” [5] pp.5 S0 that data (“sgnas which can be sent by an originator to a
recipient”), on its evolution to become informeation and then further to its next leve of
transformation to knowledge- gathers both meaning and vaue.

What are the forms of knowledge?

Less acknowledged, but essentia to understanding the fascination of our erainto the
possibilities and opportunities evolving from managing the behaviour of knowledge, is
“Monologue’ versus “Didogue’ knowledge.

Plato relates to the fundamenta difference from the dialogue of knowledge, where the
connection between the knowledge ‘ owner’ and the receiver is kept, versus written
knowledge where the creator of the knowledge is differentiated from his creetion.

This notion was emphasized throughout the indudtrid age and the 1450s Gutenberg’ s print,
most gppropriate to the very nature of the industria age[6]. It isonly nowadays (starting
perhgps to move from the information age to the knowledge age) thet ubiquitous
computing, alows us again the interactive relationship between knowledge creator and
receptor, yet in aglobak not dud, fashion. The opportunities resulting are so enormous and
intuitively cleer to dl that the researchers and practitionersin the fidd of KM are merely
meaking them explicit.

However, the more acknowledged forms of knowledge in the literature are the
relationship between “tacit” and “explicit” knowledge. It was as early as 1958 that Polanyi
wondered about the essence of persond knowledge, defining the digtinction between the
basic forms of knowledge [7] as either tacit or explicit. But as Bertels and Savage write
“Nonaka (1991) has brought the interplay between tacit and explicit knowledge to the fore”
[8] pp.22. Explict knowledge does not necessarily mean it’s codified- however it ismuch
easer to codify knowledge once it is made explicit. One might aso argue about what leve,
if a all, tacit knowledge can be codified, and if so, how.

Y et another way to gpproach two very different forms of knowledge isto look upon
knowledge “stocks’ versus “knowledge flows’. This perspectiveisrdevant for the
following discussions of the relationships between knowledge and knowledge management
to intellectud capitd. It is sgnificant to the resource-based view of the firm, as “Dierickx
and Cool (1989) congder resources as stocks, which cannot be adjusted ingtantaneoudy but
rather are accumulated through congstent investment” [9] pp.99 and they illustratethis
using the tub metaphor (i.e. water = know how) p. 1506. Thus, it dso bears on the tenson
between the terms “knowledge” and “management”. A “stock” of knowledge could perhaps
be managed, measured etc. using management tools for other types of stocks (with some
adaptations). But how can one manage a“flow” ? Perhaps, as beavers discovered froman
early age, flows can only be learned, funnelled, nurtured a mogt.

3. Management

The definition of management (which seems to have evolved up to the 60's MBO):

1: theact or art of managing : the conducting or supervising of something (as a business)

2 judicious use of meansto accomplishanend  (i.€. Management By Objectives)

It suggests condtraints: supervising, conducting, directing, and coordingting.

Indeed, “Theindugtrid paradigm is based on the principle of command-and-control, and
depends heavily on the hierarchica organization structure. It is supported by Adam Smith's



39 European Knowledge Management Summer School 7-12 Sept, 2003 San Sebadtian, Soain

divison of Labour, and F. W. Taylor scientific management” pp. xvii [10] Thus combining
the terms might creste somewhat of an oxymoron;

While the legacy of Taylor to us from the industrid-age istask gpecidization, and, thus,
hierarchicd structures and management, the post-industrid age that McLuhan (1960)[6]
and Toffler (1970) [11] predicted of continuous rapid change brings other needs It leads to
a propasition of ‘controlled chaos for innovation, based on what Nonakaand Takeuchi call
“cregtive chaos’ [17], through “baancing chaos and order” [13] pp.41 Hence, the ecology
of knowledge cregtion and crestivity, demands cultivating and nurturing [13], not managing
it, and suggests amuch more permissive gpproach to management in the post-industrid
age.

Expanding the discussion of possible management of knowledge as aresource, sressthe
connection of related theories of the firm, such as resource-based view of the firm,
evolutionary and competence based theories of the firm. It isrdevant for the motivetion
and rationde, behind theinterest in knowledge management. “Knowledge istoo
problematic a concept to make the task of building a dynamic knowledge-based theory of
the firm easy” . Hence, the knowledge-based theory of the firm is about taking a step further
from “knowledge as a resource toward knowledge as a process’ and into “avery different
mode of theorizing, less an objective statement about the nature of firms 'out there' than a
tool to help managers discover their placein the firm as a dynamic knowledge-based
activity system.”[14]

What does this merger of terms and concepts, knowledge and management, yield?
Firg, the differing definitions expose the problems the industry has with defining, thus

commonly understanding, such a combined term, hinting to a difficulty in the merger itself.
Asmentioned, the difficulty isthe lack of clear delinestion amongst concepts, resulting in
recursive definitions, which to my taste isthe Sign of adefinition thet is not definite. Hence,
apreferable definition to organizationd knowledge management, corrdaing the am of

KM in the organization with those of the organization, would be*“ strategies and processes

to create, identify, capture, and leverage vital skills, information, and knowledgeto enable
people to best accomplish the organization missions' [15] (p.17, quaiing APQC).

The tensons in the term *knowledge-management’ itself are well explored by Von Krogh et

d. [13] who propose we “ enable knowledge cregtion” rather than manageit. | suggest, the
dilemma can perhaps be gpproached by managing the processes reating to the domain of
knowledge management, rather than presuming to manage the knowledge itsdif (i.e.

knowledge trandfer management, knowledge codification management, etc.) Indeed such a
notion reaesto yet ancther definition “ Knowl edge management is the configuration and
control of operational knowledge processes in such a way as to promote the yield and
pleasure of knowledge as a factor of production” [16]

4. The essence of ‘value', The definition of indudes

1: afair return or equivaent in goods, services, or money for something exchanged

2: the monetary worth of something: marketable price

3: relative worth, utility, or importance

4 a: anumerical quantity that isassigned or is determined by calculation or measurement
7: something (as aprinciple or quality) intrinsically vauable or desirable

| argue that the dudity in the above definition of vaueis critica Snce the meanings of the
word reflect on the tensons incorporated in the concept of vaue.

“Economids view val ueas the sum of astream of benefits (or income) stretching into the
future, summed and discounted to a net present value in dollars. Y et vaue has meaning for
many others besides economists. “ [17] Any capita and currency, is dependant upon its
market. Sois Intellectud capitd.

The vaue of knowledge implemented towards action in one context (or having the potentia
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to be), may be absolutely worthlessin another. “ The reative va ue placed on innovetive
idessislargdy dependent upon thefirm’sview of itsdf, and upon the redlity of the
marketplace. Put another way, each firm exists within a context that shapes the firm’s view
of what isor isnot of vadue” [17] The perception of the vaue of the organization’'s
intellectud capitd becomesitsintellectud property and intellectua asssts Assessng it is
essentia, asis assessing the investment in 1C (Smilar to any other capitd).

So, things, which are vauable, do not necessarily have vaue. They arevalue-able, i.e.
having the potentid for vaue, with percegption making their vaue ability come true.

5. Intellectual capital

Knowledge management and intellectua cagtd are not one and the same, contrary to what
isimplied by some of the literature. Some overlap is goparent, but the rdaionship isfar
from smple and clearly judtifies exploration. Early attempts at dignment perceived KM as
the implementation, as |C promotes vaue- i.e. acknowledgment, reporting assets etc. [18].
Sullivan [17] moves us further towards the understanding of KM asvalue creation indl its
aspects, versus IC, or ICM, asvalue extr action (thus, measurement, accountability,
explicability, etc.). Petty and Guthrie [19] quote the OECD on intellectua capitd as “the
economic vaue of two categories of intangible assets of acompany: (1) organisationd
(‘structurd’) capitd; and (2) human capitd” pp.158

Yet, asto the rdation of IC and KM they write: “The ddinegtion between the terms
‘knowledge management’ and ‘intellectua capital’ aso seems unclear at times” pp.159.
Roos et d. (1998)[20] define Intdlectud Capitd as “alanguage for thinking, talking and
doing something about the drivers of companies future earning” pp.v. They describe IC as
a continuous thinking to the problem of managing knowledge in organizatiors, ard
emphasize that the definition of Intelectud Capitd must be dear, and it must be

measurable. In order to manage Intellectud Capitd it must bemeasured (which dicit both
great interest and great scepticism). “The product of this didogue is a plethora of new
measurement approachesthat al have the am, to agreater or lesser extent, of synthessing
the financid and non-finendd vaue-generating aspects of the company into one externd
report. Principal among the new reporting models are the intangible asset monitor (Sveiby,
1988; 1997; Cdemi, 1998); the baanced scorecard (Kaplan and Norton, 1992; 1996); the
Skandiavaue scheme (Edvinsson and Maone, 1997; Edvinsson, 1997); and the intdllectua
capital accounts (DATI, 1998).” [21]

| argue that, if knowledge is part of human capitd, then managing knowledge is part of the
structural capital. So that successful KM isin itsdf, part of the organization’s Intelectud
Capitd, in addition to the knowledge incorporated in it as a process, and in its people. It
reflects directly on the vison of 1C as an incentive for KM eaborated ahead.

To sum up my perception of intellectud capitd, and in paticular its possible
measurement and reporting, it is possble to consider intdlectud capitd as the ‘knowledge
phase in accounting; If we have so far taken raw financial data [22] pp.77, thesgnds and
put them in-for mation in order to informin the accounting reports, the knowledge of the
firm- modly tacit- was created in the mind of the reader, be it an accountant, investor etc.
using other various tacit and explicit sources to inform. The intellectud capitd movement
istrying to make as much of this knowledge as possible explicit; much of which arrivesin
quditative data, and quditetive in-formations.

And in what is |C different from the concept of intellectual property (1 P)?

IP laws and concepts, sands as adomain of knowledge of their own; there are inherent
tensons between the freedom of speech which progresses science and art, and ownership
limited in time granted as brands, copyrights or patents. Such balance is threatened by
didogic knowledge, asthe IP intervention point is a the knowledge-creator.



39 European Knowledge Management Summer School 7-12 Sept, 2003 San Sebadtian, Soain

6. A tense relationship- knowledge management ver susintellectual capital
“Itisabout intellectud capitd;” “The basic driver behind knowledge management isthe
premise that, just as an organization producing capitd goods would not dlow its tangible
assetsto be under-utilised or unmanaged, an organization producing informeation and
knowledge should nat let its intellectua assets be under-utilised or unmanaged.” [15] p.19
Indeed the complexity of knowledge as aresource, hence of knowledge management and
intelectud capitd, prevented atempts a integration [18] or even coherent dignment.

But to my understanding, the tensionsthet lay beneath the surface between Knowledge
Management and Intellectua Capitd are derived from their basicdly different nature in
relation to the consarvative production factors (Land, Capita, Labour), because intellectud
capitd reaesto “ Capitd”, whilst knowledge management relates to “labour”. Yet the
behaviour of 1C is not the same as capitd; “Intelectud capitd is, eveniif it refersto
‘capitd’, not aconventiona accounting or economic term” [21] pp.10 complying with
other rules (i.e. of depreciaion, creation).

There s tenson between knowledge, distinguished from labour, aswell. [23] notethat “ In
a'post Marxigt' world, knowledge workers are once more becoming the owners of the
means of production”, i.e. knowledge.

Asthe “ground” we build research on isknowl edge, it isworth going into epistemology;
there lies one more red foundation for this tenson between these two domains, knowledge
management versus intellectud capita, perhaps to a degree even between their correlating
communities of practice (with smilar overlg). Thereis an epigemologicad diversity
amongd thinkers, in the most intringc approaches to the world, to knowledge, to truth and
vdidity. And it reflectson the core not just on the derived reseerch methodology.

“Our knowing- even of the most unexceptiond kind — is dways too big, too rich, too
ancient and too connected for us to be the source of it individudly” [24] pp.141. Hence
“Knowledge is socidly congtructed” (Despres, KM SS 2002).

It isthat tension, derived from epistemologica differences, that judtifies an attempt to
gpproach thefidd of intdlectud capitd, from adifferent foundation, i.e. socid
condructivis’s orientation, and the derived approach and methodology, in order not to
neglect the real essence of value, which is interwoven with perceptions, and is constructed
socidly. Eingein reminded us thet not dl that can be counted- counts, and not dl that
counts- can be counted. Hence, vaue and perception might become components (or
methods in the array) of the proposed methodology. Again, it isper ception thet brings
redlizetion to the potentid for vaue of value-ables, reminds us of the criticd dudlity inthe
definition of val ue, Snce the two meanings of the word reflect on the tensiors, hence the
connection, between them Indeed it follows that some tenson is aso derived from the very
essence of the term *measurement’ - which implicitly triesto quantify, thevery qualitative.

7. Thevision of KM, asthe motivation for the research

Karl Wiig writes, “One doctrine of KM is the need to arrange our affairsto avoid
rediscovering what earlier thinkers have created but maximize the reuse of vaid knowledge
and practices. We must adopt this tenet for our own work in KM...KM is not a result of
people having become smarter, only more knowledgesble by building on powerful concepts
inherited from prior generations” [25] Hence, my vision of Knowledge Management isa
catays for the creation of human knowledge, moving us up the trgectory curve in the
hyperbole of human knowledge cregtion, improving the way we built on past generations of
knowledge in dl fidds. Such anation highlights the importance of the connection to
Intellectud Capitad being the incentive for the industry to invest in research and
implementation of KM and IC. It brings the short and medium term benefits that
organizations and management o often seek, but brings us dl the long term benefits from
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the blassoming of KM, knowledge, and knowledge on knowledge.
8. Conclusions

So, I s knowledge management part of intellectual capital? And if so, how?
Exploring this question, with the incorporated epistemol ogica tensons, taking sample and
screening the ‘roots dong with the soil’ might dlow for the discovery of ardationship,

which can then be modelled into a methodology and grounded in data

Knowledge, and managing al of its dements (i.e. processes, components, forms) becomes
part of the organization’s Intellectua Capital. The Intellectud Capitd isthen transformed
through its value to the organization (a matter of perception, dependant on the eye of the
beholder), into owned Intellectua Property. Hence, the research seeks to better explore
knowledge management as a methodology, which moves us towards intellectud capitd and
property, the process becoming part of it initsalf.

“The management literature highlights that executives play arole in the process of
converting resources into something of vaue to customers ... and managerid skill inthese
activitiesisin itsdlf asource of sustainable competitive advantage (Castanias and Helfat,
1991). It isimportant that future research finds suitable ways of operationdising this
management role’ [9]. The research results so far suggest knowledge management is indesd
asuitable way, and managerid skill in KM and IC activities, and the activities themsdves,

ar e indeed another resource that is val ue-abl e, hence potentially the source of susainable
competitive advantage. However, varyingly, derived from the perception of different
conceptsinherent in KM and | C within the researched organizetions, and their

environment. Even the myriad of written material on measurement of 1C, and measurement
of KM and IC success in practice, does not promote such practice as sandard, which the
modd of the journey this research might propose. These results afloat so far are merely the
‘intersections, which form the roadmap on the way to such a possible methodol ogy.
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