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ABSTRACT

organization and each and every one of us.

be used as an example of the difference.

/When | first became interested in knowledge as a concept, and then knowledge management, it was because of the\
connections | made between my system studies and the data, information, knowledge, and wisdom descriptions already
stated. Saying that | became interested is a bit of an understatement as I'm generally either not interested or obsessed, and
seldom anywhere in between. This article presents an overview that a knowledge management is helpful to each and every

A value chain is a chain of activities. Products pass through all activities of the chain in order and at each activity the product
gains some value. The chain of activities gives the products more added value than the sum of added values of all activities. It
is important not to mix the concept of the value chain with the costs occurring throughout the activities. A diamond cutter can

Knowledge Management is a discipline that takes a comprehensive, systematic approach to the information assets of an

organization by identifying, capturing, collecting, organizing, indexing, storing, integrating, retrieving and sharing them. Such

assets include (a) the explicit knowledge such as databases, documents, environmental knowledge, policies, procedures
\and organizational culture; and (b) the tacit knowledge of its employees, their expertise, and their practical work experience. Y
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Introduction

Yes, knowledge management is the hottest subject of the day.
The question is: what is this activity called knowledge man-
agement, and why is it so important to each and every one of
us and each and every organization? As you read on, you can
determine whether it all makes any sense or not.

What is Value Chain?

Value chain is a high-level model of how businesses receive
raw materials as input, add value to the raw materials through
various processes, and sell finished products to customers.

Today’s Challenges

Old-fashioned command-and-control companies were merely
trying to manage the “white space” in their organizational
charts. Today’s companies must manage the white space
in entire value chains. A critical pre-requisite for success in
digital economy is the implementation of an integrated value
chain that extends across - and beyond - the enterprise.

Developing a Context

Like water, this rising tide of data can be viewed as an abun-
dant, vital and necessary resource. With enough preparation,
we should be able to tap into that reservoir -- and ride the
wave -- by utilizing new ways to channel raw data into mean-
ingful information. That information, in turn, can then become
the knowledge that leads to wisdom.

Before attempting to address the question of knowledge man-
agement, it's probably appropriate to develop some perspec-
tive regarding this stuff called knowledge, which there seems
to be such a desire to manage, really is.

A collection of data is not information.

A collection of information is not knowledge.
A collection of knowledge is not wisdom.

A collection of wisdom is not truth.

The idea is that information, knowledge, and wisdom are
more than simply collections. Rather, the whole represents
more than the sum of its parts and has a synergy of its own.
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We begin with data, which is just a meaningless point in
space and time, without reference to either space or time. It
is like an event out of context, a letter out of context, a word
out of context. The key concept here is being “out of context.”
And, since it is out of context, it is without a meaningful rela-
tion to anything else. When we encounter a piece of data, if it
gets our attention at all, our first action is usually to attempt to
find a way to attribute meaning to it. We do this by associat-
ing it with other things. If | see the number 8, | can immedi-
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ately associate it with cardinal numbers and relate it to being
greater than 7 and less than 9, whether this was implied by
this particular instance or not. If | see a single word, such as
“time,” there is a tendency to immediately form associations
with previous contexts within which | have found “time” to be
meaningful. This might be, “being on time,” “a stitch in time
saves nine,” “time never stops,” etc. The implication here is
that when there is no context, there is little or no meaning.
So, we create context but, more often than not, that context is
somewhat akin to conjecture, yet it fabricates meaning.

That a collection of data is not information, as Neil indicated,
implies that a collection of data for which there is no relation
between the pieces of data is not information. The pieces of
data may represent information, yet whether or not it is in-
formation depends on the understanding of the one perceiv-
ing the data. | would also tend to say that it depends on the
knowledge of the interpreter, but I'm probably getting ahead
of myself, since | haven’t defined knowledge. What | will say
at this point is that the extent of my understanding of the col-
lection of data is dependent on the associations | am able to
discern within the collection. And, the associations | am able
to discern are dependent on all the associations | have ever
been able to realize in the past. Information is quite simply an
understanding of the relationships between pieces of data, or
between pieces of data and other information.

While information entails an understanding of the relations
between data, it generally does not provide a foundation for
why the data is what it is, nor an indication as to how the data
is likely to change over time. Information has a tendency to
be relatively static in time and linear in nature. Information is a
relationship between data and, quite simply, is what it is, with
great dependence on context for its meaning and with little
implication for the future.

When a pattern relation exists amidst the data and informa-
tion, the pattern has the potential to represent knowledge. It
only becomes knowledge, however, when one is able to real-
ize and understand the patterns and their implications. The
patterns representing knowledge have a tendency to be more
self-contextualizing. That is, the pattern tends, to a great
extent, to create its own context rather than being context
dependent to the same extent that information is. A pattern
which represents knowledge also provides, when the pattern
is understood, a high level of reliability or predictability as to
how the pattern will evolve over time, for patterns are seldom
static. Patterns which represent knowledge have complete-
ness to them that information simply does not contain.
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So, in summary the following associations can reasonably be
made:

Information relates to description, definition, or perspective
(what, who, when, where).

Knowledge comprises strategy, practice, method, or ap-
proach (how).

Wisdom embodies principle, insight, moral, or archetype (why).

Now that | have categories | can get hold of, maybe | can
figure out what can be managed.

An Example

This example uses a bank savings account to show how data,
information, knowledge, and wisdom relate to principal, inter-
est rate, and interest.

Data: The numbers 100 or 5%, completely out of context, are
just pieces of data. Interest, principal, and interest rate, out of
context, are not much more than data as each has multiple
meanings which are context dependent.

Information: If | establish a bank savings account as the basis
for context, then interest, principal, and interest rate become
meaningful in that context with specific interpretations.

Principal is the amount of money, $100, in the savings ac-
count. Interest rate, 5%, is the factor used by the bank to com-
pute interest on the principal.

Knowledge: If | put $100 in my savings account, and the bank
pays 5% interest yearly, then at the end of one year the bank
will compute the interest of $5 and add it to my principal and
| will have $105 in the bank. This pattern represents knowl-
edge, which, when | understand it, allows me to understand
how the pattern will evolve over time and the results it will pro-
duce. In understanding the pattern, | know, and what | know is
knowledge. If | deposit more money in my account, | will earn
more interest, while if | withdraw money from my account, |
will earn less interest.

Wisdom: Getting wisdom out of this is a bit tricky, and is, in
fact, founded in systems principles. The principle is that any
action which produces a result which encourages more of
the same action produces an emergent characteristic called
growth. And, nothing grows forever for sooner or later growth
runs into limits.

If one studied all the individual components of this pattern,
which represents knowledge, they would never discover the
emergent characteristic of growth. Only when the pattern con-
nects, interacts, and evolves over time, does the principle ex-
hibit the characteristic of growth.

Now, if this knowledge is valid, why doesn’t everyone sim-
ply become rich by putting money in a savings account and
letting it grow? The answer has to do with the fact that the
pattern described above is only a small part of a more elabo-
rate pattern which operates over time. People don’t get rich
because they either don’t put money in a savings account in
the first place, or when they do, in time, they find things they
need or want more than being rich, so they withdraw money.
Withdrawing money depletes the principal and subsequently
the interest they earn on that principal. Getting into this any
deeper is more of a systems thinking exercise than is appro-
priate to pursue here.

A Continuum

Note that the sequence data -> information -> knowledge ->
wisdom represents an emergent continuum. That is, although
data is a discrete entity, the progression to information, to
knowledge, and finally to wisdom does not occur in discrete
stages of development. One progress along the continuum
as one understands develops. Everything is relative, and one
can have partial understanding of the relations that represent
information, partial understanding of the patterns that repre-
sent knowledge, and partial understanding of the principles
which are the foundation of wisdom.

Extending the Concept

We learn by connecting new information to patterns that we
already understand. In doing so, we extend the patterns.
So, in my effort to make sense of this continuum, Provides
a definition of complexity based on the degree to which
something is simultaneously differentiated and integrated.
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His point is that complexity evolves along a corridor and he
provides some very interesting examples as to why complex-
ity evolves. The diagram below indicates that what is more
highly differentiated and integrated is more complex. While
high levels of differentiation without integration promote the
complicated, that which is highly integrated, without differen-
tiation, produces mundane. And, it should be rather obvious
from personal experience that we tend to avoid the complicat-
ed and are uninterested in the mundane. The complexity that
exists between these two alternatives is the path we generally
find most attractive.

Knowledge Management

When | first became interested in knowledge as a concept,
and then knowledge management, it was because of the con-
nections | made between my system studies and the data,
information, knowledge, and wisdom descriptions already
stated. Saying that | became interested is a bit of an under-
statement as I'm generally either not interested or obsessed,
and seldom anywhere in between.

The misdirection | was caught up in was a focus on Knowl-
edge Management not as a means, but as an end in itself.
Yes, knowledge management is important, and I'll address
reasons why shortly. But knowledge management should
simply be one of many cooperating means to an end, not
the end in itself, unless your job turns out to be corporate
knowledge management director or chief knowledge officer.
I’'m quite sure it will come to this, for in some ways we are
predictably consistent.

| associate the cause of my indirection with the many com-
panies | have been associated with in the past. These com-
panies had pursued TQM or reengineering, not in support of
what they were trying to accomplish, but as ends in them be-
cause they simply didn’t know what they were really trying to
accomplish. And, since they didn’t know what they were really
trying to accomplish, the misdirection was actually a relief,
and pursued with a passion & SHY; & SHY; it just didn’t get
them anywhere in particular.

What's really important is:

Mission: What are we trying to accomplish?
Competition: How do we gain a competitive edge?
Performance: How do we deliver the results?
Change: How do we cope with change?

As such, knowledge management, and everything else for
that matter, is important only to the extent that it enhances an
organization’s ability and capacity to deal with, and develop
in, these four dimensions.

The Value of Knowledge & Value Management

Without associations we have little chance of understanding
anything. We understand things based on the associations
we are able to discern. If someone says that sales started at
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$100,000 per quarter and have been rising 20% per quarter
for the last four quarters, | am somewhat confident that sales
are now about $207,000 per quarter. | am confident because
| know what “rising 20% per quarter” means and | can do the
math.

The entire chain is a single, integrated equity

Suppliers contracts based on mutual benefits rather than

straight cost. Supply chains are not about buying some-

thing a bit cheaper, these are strategic decisions

The cost, quality, and delivery requirements of the manu-

facturing customer are objectives shared by every com-

pany in the chain

Inventory is the last resort for resolving supply-and-de-

mand imbalances between the tiers

Sharing of benefits achieved through collaboration

Enabled by electronic data interchange.

Measured by lead-time on class-A purchased materials
Yet if someone asks what sales are apt to be next quarter, |
would have to say, “It depends!” | would have to say this be-
cause although | have data and information, | have no knowl-
edge. This is a trap that many fall into, because they don’t
understand that data doesn’t predict trends of data. What
predicts trends of data is the activity that is responsible for
the data. To be able to estimate the sales for next quarter, |
would need information about the competition, market size,
extent of market saturation, current backlog, customer satis-
faction levels associated with current product delivery, current
production capacity, the extent of capacity utilization, and a
whole host of other things.

In this example what needs to be managed to create value is
the data that defines past results, the data and information as-
sociated with the organization, its market, its customers, and
its competition, and the patterns which relate all these items
to enable a reliable level of predictability of the future. What |
would refer to as knowledge management would be the cap-
ture, retention, and reuse of the foundation for imparting an
understanding of how all these pieces fit together and how to
convey them meaningfully to some other person.

Conclusion

In today’s knowledge- and innovation-driven complex econ-
omy, business architects are in growing demand. They are
cross-functionally excellent people who can tie several silos
of business development expertise together, create syner-
gies, design winning business model and a balanced busi-
ness system.

The Knowledge Management relates directly to the effective-
ness with which the managed knowledge enables the mem-
bers of the organization to deal with today’s situations and ef-
fectively envision and create their future. Without on-demand
access to managed knowledge, every situation is addressed
based on what the individual or group brings to the situation
with them. With on-demand access to managed knowledge,
every situation is addressed with the sum total of everything
anyone in the organization has ever learned about a situa-
tion of a similar nature. Which approach would you perceive
would make a more effective organization?
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