Contents

Series Editor’s Foreword: About Knowledge Services — VI
Preface — Dr. Michael Koenig — XI

List of Figures — XIX

List of Tables — XXI

1 Introduction to the Value of Knowledge — 1

1.1 Purpose of this Book — 2

1.1.1 My Summer of the Rabbits — 2

1.1.2 Thoreau and the Pencils — 3

1.1.3 A Tale of Two Recessions — 4

1.1.4 “Selling this Knowledge Stuff” —5

1.1.5 My Goals Herein —7

1.2 Who Will Gain Value from this Book? — 8

1.3 Structure of This Book — 9

1.4 Notes on Style —11

1.4.1 Pronouns — 11

1.4.2 Geography —11

1.4.3 Voicing—11

1.4.4 Language of Business — 12

1.4.5 Interdisciplinary Approach — 12

1.4.6 Equations — 13

1.5 Semantic Considerations — 13

1.5.1 “Knowledge Services” — 14

1.5.2 “Knowledge” Versus “Information” — 14

1.5.3 “Knowledge” Versus “Intelligence” — 17

1.5.4 “Knowledge” Versus “Power” — 17

1.5.5 “Knowledge” Versus “Knowledge Management” Versus
“Knowledge Management Systems” — 18

1.5.6 “Value” Versus “Values” — 18

1.5.7 “Enterprise” — 19

1.6 Notes on Scope — 19

1.6.1 Note on Technology — 19

1.6.2 Note on Epistemology — 20



XIV —— Contents

1.6.3
1.6.4
1.6.5
17
1.8

21
2.1.1
2.1.2
2.1.3
2.1.4
2.15
2.1.6
2.1.7
2.1.8
2.2
2.21
2.2.2
2.3
231
2.3.2
2.4
2.4.1
2.4.2
2.4.3
2.4.4
2.5
2.6
2.7
2.8

3.1

3.1.1
3.1.2
3.1.3
3.1.4
3.1.5
3.1.6

Note on the Sociology of Knowledge — 21
Note on the Economics of Information — 23
Note on “Knowledge Sharing” — 26

Key Concepts in Chapter 1— 26

Questions for Discussion — 27

Knowledge as an Enterprise Function — 28
Purpose and Mission of Knowledge — 28
The Enterprise Nervous System (ENS) — 28
Gatekeepers to the Epistemic World — 31
Uncertainty and Risk — 33
A Meta-Knowledge Taxonomy — 35
“The Information Executives Need” — 37
The Knowledge Value Proposition — 39
International Organization for Standardization (ISO) — 41
Baldrige Framework — 44
Knowledge Activities-Assets Mapping — 45
The Four Fundamental Knowledge Activities — 46
The Five Fundamental Knowledge Assets — 47
Knowledge Sustainability — 50
The Knowledge Paradox — 51
The Fundamental Source of Knowledge Failure — 51
Barriers to Value — 52
Knowledge “Producer Pain Points” — 53
KVC “Weak Link” Barriers — 54
Hierarchical Knowledge-Value Gaps — 55
Space-Time Knowledge-Value Gaps — 56
Knowledge Services Maturity Model — 57
Knowledge Stakeholders — 59
Key Concepts in Chapter 2— 61
Questions for Discussion — 61

Knowledge as an Economic Resource — 62
A Brief History of Knowledge as an Economic Resource — 62
The Knowledge Economy - Its First 52 Centuries — 63
Plato — 65
Sun Tzu— 68
Francis Bacon and the Enlightenment — 69
The Idea of Useful Knowledge — 71
Adam Smith — 71



3.1.7
3.1.71
3.1.7.2
3.1.7.3
3.1.7.4
3.1.7.5
3.1.8
3.1.8.1
3.1.8.2
3.1.8.3
3.1.8.4
3.1.9
3.1.9.1
3.1.9.2
3.2

3.3
3.31
3.3.2
3.4
3.4.1
3.4.2
3.4.3
3.4.4
3.4.5
3.4.6
3.4.7
3.4.8
3.4.9
3.4.10
3.4.11
3.4.12
3.4.13
3.4.14
3.4.15
3.4.16
3.5

3.6
3.6.1
3.6.2
3.7

The First Modern Wave — 1962-1994 — 73
Machlup 1962 —73
Drucker — 74

Porat—74

Machlup 1980 — 75

Others — 75

The Second Modern Wave - 1995-2008 — 75
Nonaka and Takeushi —76

Sveiby — 77

Davenport and Prusak — 77

Stewart —78

The Current Era — 2009-present — 79
St. Clair—79

Others — 80

Knowledge Exceptionalism — 81
Fundamental Tests of Value — 82
Tests of Value for Data — 82

Tests of Value for an Analysis — 84

A Brief Lexicon of Value — 86

Value — 86

Value Creation or Value Production — 86
Value Life Cycle — 86

Value Map — 86

Value Metrics and Value Markers — 87
Value Vector — 87

Value Signaling — 87

Value-Based Competition — 87

Value Dynamics — 87

Value Proposition or Value Model — 88
Value Alignment — 88

Value Chains — 88

Value Waves — 88

Value Portfolio — 88

Value Proximity — 89

Expense and Investment — 89

The Fourth Resource — 89

Accounting for Knowledge — 92
GAAP/IFRS - Goodwill — 92

The Knowledge Balance Sheet — 94
“Knowledge IS the Business” — 96

Contents =—— XV



Xvi

3.7.1
3.7.2
3.8
3.8.1
3.8.2
3.8.3
3.9
3.10

4.1
411
4.1.2
4.2
4.3
4.3.1
4.3.2
4.3.3
4.3.4
4.3.5
4.4
4.5
4.6
4.7

4.8
4.9
4.10

5.1

5.1.1
5.1.2
5.1.3
5.1.4
5.1.5

5.2
5.2.1
5.2.2

= Contents

Embedded Knowledge — 96
Knowledge Intensity — 97
Knowledge Markets — 100
Knowledge Pricing — 100

Data Ownership — 101
Intellectual Capital — 102

Key Concepts in Chapter 3 — 103
Questions for Discussion — 104

The Knowledge Value Chain — 105
Knowledge Process — 106
The Information Metabolism — 106
The Value Chain — 107
The DNA of Decision-Making — 108
Details and Features of the Knowledge Value Chain® — 111
KVC States and Transforms — 111
KVC Flow Modes — 113
Value Positives and Negatives — 113
KVC Failure Points — 114
KVC Scalability — 115
The Knowledge Plan — 116
Sources of Data — 118
Knowledge Manufacturing — 119
Case Example — Repositioning Knowledge Services —
Educational Services Industry — 121
Applications of the Knowledge Value Chain — 122
Key Concepts in Chapter 4 — 123
Questions for Discussion — 123

Increasing Knowledge ROl — 125
Knowledge Metrics — 125
The Enterprise Value Metrics System — 126
Inputs, Outputs, and Outcomes — 129
Economic and Societal Outcomes — 131
The Benefits and Costs of Knowledge — 132
Case Example — Key Knowledge Indicators (KKI) Dashboard -
Law Library System — 134
Calculating Knowledge ROl — 134
Static Model (Benefit-Cost Ratio) — 135
Time-Based Model (Discounted Cash Flow) — 135



5.3

5.3.1
5.3.2
5.3.3
5.3.4
5.3.5
5.3.6
5.3.7

5.4
5.5

6.1
6.2
6.2.1
6.2.2
6.2.3
6.2.4
6.3
6.3.1
6.3.2
6.3.3
6.4
6.4.1
6.4.2
6.5
6.6
6.6.1
6.7

6.8
6.9

7.1

7.1.1
7.1.2
7.1.3
7.1.4

Contents =— XVII

Strategies for Increasing Knowledge Value — 139
Process Optimization — 139

Strategic Impact — 141

Non-Linearity of Benefit, Cost, and Value — 144

The Fundamental Sources of User Value — 146

Case Example — User Value — Global Consultancy — 147
The Knowledge Portfolio — 148

Case Example — Dynamic Value Model Generator — Expertise
Location System — 149

Key Concepts in Chapter 5 — 152

Questions for Discussion — 153

Knowledge to Value — 154

A Framework for Knowledge-Based Innovation — 155
The K2V Roadmap — 156

Knowledge Discovery (Phase 1) — 156

Market Discovery (Phase 2) — 158

Product Development (Phase 3) — 160

Client Development (Phase 4) — 162

Building the Business Case — 163

Externalities — 164

Scenarios and Sensitivity — 165

Project Risk — 165

Selling Knowledge — 166

Knowledge Disappointment — 167

Managing Expectations — 168

Knowledge-Push Versus Value-Pull — 169

Scaling Enterprise Knowledge — 170

The K-1-K Translation — 170

Case Example — Knowledge-Based Service Design — Global
Consultancy — 172

Key Concepts in Chapter 6 — 173

Questions for Discussion — 174

Knowledge Strategy — 175

Basic Principles of Knowledge Strategy — 178
Strategy and Tactics — 178

Time-Boundary Orientation — 179

Knowledge Leadership — 179

Strategic Knowledge Architecture — 182



XVIII —— Contents

7.1.4.1 Value Model — Pharmaceuticals — 183
7.1.4.2 Competitive Strategy — Pharmaceuticals — 184
7.1.4.3 Knowledge Strategy — Pharmaceuticals — 184

7.1.5 Inbound, Internal, and Outbound Knowledge — 185
7.1.6 Scan and Target — 187

7.2 Scaling Knowledge Value — 187

7.3 Knowledge Strategy Development Processes — 189

7.4 Core Competencies — 191

7.5 Open Innovation — 192

7.6 Codification Versus Personalization — 194

7.7 Value Dynamics — 195

7.7.1 Sources of Change in the Competitive Ecosystem — 197
7.7.2 Case Example — Value Dynamics — Health Care Payor — 199
7.8 Case Example — Knowledge Strategy — Amazon — 200
7.9 Key Concepts in Chapter 7 — 202

7.10 Questions for Discussion — 203

Appendix — 205

About the Author — 213

Other books by Timothy Powell — 215
Acknowledgments — 217

Intellectual Property Notices — 225
Works Cited — 227

Index — 233



