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Introduction

Knowledge management is a new management philosophy which

concentrates on rational and effective and efficient use of knowledge as an

important non-material resource in contemporary production and service -

processes.

Knowledge is a basic factor for a sophisticated information gather- -
ing, building of strategy for a correct allocation of total disposable resour-
ces of the companies, a strategy for marketing the new products, a fast in- " |

tervention for the customers’ needs and taste and provision of survival,

growth and development of the companies. With the knowledge applica-

tion the period for substitution of the products with new, modern, better
designed and safer products is shortened.

The knowledge that constantly accepts new information, new expe-
riences and new learning leads to resignation of the competent organizati-

ons relations and processes and the management which is arranged of

individualism and conflict, and these days they transform themselves into

new organizations relation and processes, and they are based on the new
methods of work, in which the employees have great autonomy in making

decisions and authorizing the independent control of the achieved objecti-
ves.

Basic principles of the knowledge management

The knowledge management is a management philosophy build
through the process of learning, team dialogue, organized creativity and
many other activities. This means that the process of learning, team and
organization learning are part of the new principles of knowledge manage-

ment which were applied in the second half of the nineties in the last cen-

tury. The open enterprise is also included in the new principles.

g
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Process of learning '

Primary, the knowledge was dispersed inside the busine_ss organi-
sation, however it was not paid attention to management of the innovative
processes that is to say to creation of new knoyvledge. At the same time a
certain lack of attention in the process .of learning can be seen, that af‘_te_r a
specific period the theorist and practicians unders}ooc} that competition
maintenance and leadership can be assured only with fast learning of the
competition. ‘ ' ' _

It is determined that people are easily motivated for learning when
they are aware of the bridge between t'heir knowi;dge aqd t}?e momentary
practice in their branch, vocation. In this case the inspection in the approp-
riate theoretical model which influences the momentary practical action is
easier. When the individuals will start to learn, it’s a common case to form
informal groups inside the organizations in which new ideas, knowledge
and experience are exchanged through discussion and comments. After
that the organizations try to establish this process formally, vx{hxc}? has a
positive influence on generating new knowledge without considering the
similarity of the informal structure. o
The process of learning should be held on all levels of organization. The
managers have the opportunity to expand their knowledge, not only theo-
retically but in a practical application too.

Through learning and communication with the employees, the ma-
nagers are getting wider knowledge for their own organization. In a rpate-
rial sense, knowledge should be developed in the individuals conscious-
ness (mental model of knowledge) and inside the formal structure of: th'e
enterprise (the objective model). Specific conditions must be created insi-
de the organizations for knowledge to be transformed into new knowled-
ge, that is to say knowledge of knowledge.

Pic. 1. Organizations as a process systems of knowledge
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The model of the processing system of knowledge is presented ag a
process with input resources-attained knowledge based on-learning expe-
rience, means, information, trainings, seminars, courses and different jp.

puts of various electronic media and other instruments. After that, the sa.

me knowledge is mentally processed, i.c. it is transformed in output re.
sources, knowledge in knowledge, which is far bigger than the input
knowledge. Anyway, there is no lack of feedback here, in order to unders.
tand the progress of the input knowledge in ratio to output knowledge.

Dialogue in team learning

Cooperation of different people can bring significant results of
knowledge. There are two basic types of conversation: discussion.and dia.
logue. Discussion Is often reduced to conflict relations and insistence for

some kind of victory. On a contrary, during the dialogue there are no conf. -

lict relations but seeking best solutions for the problems. Dialogue is used
in the team learning for ma faster and easier realization of the planned ob.-
jectives. With the team learning, specifically with the dialogue more
complex issues are analyzed. Team dialogue is suitable for innovative ac.
tion and also for coordination of many activities and their improvement at
the same time. Team learning is similar to organization learning where the
organization learning is universal and long-lasting. Organization learning
focuses on faster and more efficient processing and creation of new know-
ledge, that is synthesis of the obtained knowledge inside the teams. Orga-
nization learning needs formulation of vision, mission and strategy for
more effective and efficient completion.

Creative organization learning

The creative organization learning is based on constant answering

of the following questions:

- Who’s responsible for discovering the problems and opportunities
inside organization surroundings?

- Who formulates the models of knowledge?

- What’s the responsibility of the manager and the other employees
for reporting data, information, and practical knowledge before its
use?

The new paradigm of knowledge is exemplary way of action in to-
day’s conditions where the products and the services are short-living. To-
gether with this, the products become ‘smarter’, with many electronic
components, and their purpose is widely known to the customers.

In these circumstances, new practical knowledge is a term not only
for the growth but also for the world markets survival.
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Knowledge means power

‘Knowledge means power’ is a very interesting statement. It is a
fact, because life proved that power gives strength and courage to cope
with reality. Today, in the modern companies more than a half, anq even
70-80% of the intellect becomes dull. Riderr. And N. said: “the basic ins-
trument for production is small, grey and weighs 1,3 kg. That’slthe _human
brain. The human brain is impressively complex and delicate.”" It is a far
more superior to the traditional production instruments- raw materials, lg-
bor and capital. For example, if you want to succeed in the car industry in
the new millennium, you must use the technology supported by logist.ics,
projection and fast creation of beautiful models, making available services
and efficient internal and external communication with distributors and
customers. The car value is no longer in the metal and the engine. Almost
70% of the car value is based on safety, utility, comfort, design, signaliza-
tion, automation, electronics etc.?

Organization knowledge can be considered in aspect of two present
forms: .

1. Material form (explicit knowledge) — plans, project patterns, li-
censes data bases, account programs, manuals etc.

2. Non-material form (tacit knowledge) — knowledge, ideas, vision,
skills, experiences, solving problems capability, culture etc.

Table 1
Characteristics of tacit and explicit knowledge
Tacit knowledge Explicit knowledge
e - Can’t be learned Can be learned
e Non-articulated ® Articulated( it’s possible to be
e Invisible while used articulated)
e Complex * Invisible while used
e System element e Complex

e Independent

Non-material form of knowledge (tacit knowledge) is putted in the
employees’ heads and its sacred property of the individual, while the ma-

! Ridderstrale J., Nordrstrom K., Funky Business — Talent Makes Capital Dance,
“Hupo[JAP” EOOJ ~ Copus, Buarapus, 2003 p. 14.

2 The Economist, 28 September, 1996.

3 Winter, S.: Knowledge and competence as a strategic asset, The competitive .
Challenge, D.Teece, Ballinger, Cambrige, 1987 p. 34.
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terial form of knowledge (explicit knowledge) can be property of the com-
pany. This means that the company owns the tacit knowledge as long as
the owners and the employees are in the company. That is why every com-
pany’s objective is to transform the tacit knowledge into explicit knowled-
ge which becomes part of the company. Nowadays, the codification of the
tacit knowledge to the employees is.

Knowledge is productive, only when it is used in order to create
additional value’.

Knowledge economy

Knowledge that moves and holds the economy is far more than in-
dustry of high technologies which are based on scientific achievements
and internet. In the new economy i.e. the knowledge economy, the way of
creating values in the company is changed. Knowledge economy needs
changes in the process of creation of values and sources of the competitive
advantage. In all industries, competition depends more and more of the
way on which people collect, organize and commercialize their ‘know-
how™.

Andriessen® states that the knowledge economy differs fundamen-

tally from the agricultural economy and the industrial era according to se-
ven features:

1. Knowledge substitutes working power and capital as fundamen-
tal resources in production and non-material resources such as innovation,
image, and recognizable brands create an important part of extra value of
the companies.

2. The guarantee of knowledge in production and services is gro-
wing rapidly. In modem cars, electronics is more expensive than steel. In
the same manner, the business processes and products based on knowled-
ge are more successful and better.

3. Knowledge economy is an economy in which service is as much
important as product presented through accessibility, accuracy, professio-
nalism

4. Knowledge economy is base on different methods of law regula-
tion. For example, tacit knowledge results can be used, and they characte-
rize themselves with big fixed expenditures and minimal marginal expen-
ditures (the development of software often requires big investments but

4 Andriessen, D., Making sense of intellectual capital: ‘designing a method for
the valuation of intangibles, Elsevier Butterworth-Heinemann, Burlington, USA, 2004.
5 OECD., Measuring and reporting Intellectual Capital, Paris, 2001.

6 Andriessen, D., Making sense of intellectual capital: designing 2 methed for

the valuation of intangibles, Elsevier Butterworth-Heinemann, Burlington, USA, 2004.
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it’s marketing and distribution cost less ) it’s difficult to obtain property
over them without copyright or the right of usage, their innovation is often
risky etc.

5. in the knowledge economy the concept of ownership of the re-
sources changes. Knowing that knowledge is mainly in the head of the
employee, the companies don’t own the most valuable resource- know-
ledge, but it can be owned by the right of intellectual property.

6. In the knowledge economy the characteristics of working stren-
gth are changed. Thanks to knowledge the employees use less physical
strength and manual skills.

7. Management of invisible (non-material) resources is fundamen-
tally different from management of material and financial resources. Ma-
nagement of ‘workers of knowledge ‘is far more difficult then manage-
ment of common workers, because the ‘workers of knowledge ‘swim in
I;nowledge and it’s difficult to follow some inappropriate rules and proce-

ures.

In the knowledge economy the most important activity isn’t pro-
duction of goods and services, but production of knowledge, which is in-
tegrated in the products and services. The value of the products no longer
depends of the quality of the used material and physical labor, but on the
quality of the invested knowledge.

Knowledge management
. Knowledge management, i.e. management of ‘workers of knowled-
ge ‘is not absolutely determined and predictable process. It’s about mana-
gement with non-linear and heavily predictable processes which have hid-
den logic of function. Because of that, the knowledge of management se-
eks managers with great knowledge of the logic of the material form of
knowledge (explicit knowledge) and at the same time of the non-material
form of knowledge (tacit knowledge). These managers should learn per-
manently, gather new information, new modern experiences and should
transform all these performances into knowledge of knowledge.
The process of knowledge management can be presented in various
manners. Because of the labor expanse, we will display Probsts constructi-

ve concep; of knowledge management, based on “knowledge management
elements™’.

7 . .
) Probst U.A.: Wissen managen, Wie Unternchmen ihre wertvollste Ressource
optimal nutzen, Frankfurt, 1998. '
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Pic. 2. Knowledge management elements

v

Knowledge objectives Knowledge evaluation
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Knowledge identification Knowledge keeping
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Obtaining of knowledge Using of knowledge
Knowledge development Knowledge sharing

A

The simplified contents of the elements are presented in table 2.

Table 2
Simplified contents of the elements
Elements Simplified contents of elements
Formulation of strategic, normative and operative
Knowledge objectives of knowledge within the framework of
objectives progress of the company; how the knowledge

Progress can be directed to defined objectives.

Identification of the permanent, fair and accurate
.Knowledge clarity of the relevant internal and external
identification knowledge, which unambiguously contributes to

the mission of the organization.

Integration. of external knowledge bearers for
Knowledge strengthening the base of organization knowledge
obtaining (learning, training, bought and exchanged Know-
ledge).
Development of new knowledge and abilities on
Development of | individual, team, and organization level, focused
Insufficient on creation of needed knowledge (improvement,
knowledge learning, team work).
Direct knowledge exchange among the employees
Knowledge (learning from others, knowledge transfer). Most
sharing important is knowledge to be Available (on the
right place and time).
Using of Creating real possibilities for knowledge applying
knowledge for solving specific problem.
Knowledge codification, documentation of the
Knowledge processes of development and using of knowledge
" keeping (transformation of the tacit knowledge into explicit
knowledge with noted procedures).
Measuring the success and the effects of elements
Knowledge applying into knowledge management in relations
evaluation to the objectives of knowledge.

With the combination of different instruments of knowledge in the
frames of organization and analysis of the knowledge management
elements, managers reveal a method for improvement of the management
of organization abilities.

Empiric inquiry

An inquiry was held on nearly 400 people, 48% women and 52%
men, with different vocational trainings and from different areas. Of all
the inquiries, 7% didn’t fill in the questionnaires and 5% gave partial
answers, filling in some particular questionnaires.

Table 3

Age structure of the inquiries

25

Inquiries | Age20- | Age26- | Age36- | Aged5- | AgeS6-

35 45 55 65

Managers 3%

25% 32% 35% 5%
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The accent of the inquiry was putted on: organization with produyct. -
ion activity-53%, production and service activity-25%, research and pro-
duction activity-12%, market activity-4%, students-3% and other activitj. '
es_3%, in some parts of the towns in Republic of Macedonia in june, -

2001.

In free and near conversations with part of the managers, we con- -
clude that a few of them put their attention to training, learning and fol.
lowing the experience of the most successful managers. Some of them haq =
the courage to confess that today, there is no need of learning and know. *

ledge, but of ability to cope with the surroundings in every possible way,
or as some of them prefer to say:” We go to ‘library” every day(referring
to a tavern), you can learn a lot more there. Good consummation of alco-
hol brings success to me and to my products. Everything is school, but the
tavern is the biggest one today . During the conversation some of the ma-
nagers confessed that during the work there isn’t any time to relax from
the problems and they can’t find spare time to read. Some of the managers
said that beside the other daily activities, they read and listen to programs
from the management area.

There were question like these:

1. Do you read magazines or listen to programs from the management

area?

2. Did you visit some seminaries, courses or other organized forms of
teaching and training in the management area?

Table 4
Training of managers
Activity description Yes No Seldom
1) Do you read magazines or listen to ,
programs from the management area? 28 % 61 % 11 %

2) Did you visit some seminaries, courses
or other organized forms of teaching and | 25 % 73 % 2%
training in the management area?

We can see clearly from the table that in most of the cases the in-
quired managers don’t pay any attention to their further development in
the management area. What are the reasons for this? In the conversations

held with some of the managers, it was said that it’s good to visit a semi- '
nar, but the responsibilities at work don’t allow them opportunity for that.
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During the inquiry, most of the managers pay a bigger attentio_n to
specific fields (machinery, technology ) but to 'the professional relat]ons
with the management, however they interfere in the competence gt the
managers from lower( middle or first line ) and pay a little attention to
manager activities of the highest level. A few' of the managers won_'k
professionally and these managers distinguish with successful leadership
and development of good human relations.

Conclusion

Knowledge management i.e. management with the ‘workgrs of
knowledge’ is a management philosophy which concentrates on rat}ona.l,
or effective and efficient use of knowledge. This activity and function is
not absolutely determined and predictable. '

It’s about management with non-linear and hardly predictable
processes with hidden logic of function. This is why knowledge manage-
ment needs managers who know well the logic of material form of know-
ledge (tacit knowledge). ' .

The knowledge that constantly accepts new information, new _lear-
ning through transformation, becomes knowledge of knowledge, and it’s a
necessary factor for every successful manager today.
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