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What to Measure?



ñKnowledge is information that changes something or somebody 
ðeither by becoming grounds for action , or by making an 
individual (or an institution) capable of different or more 
effective action .ò      ðPeter F. Drucker, in: The New Realities

ñKnowledgeò in KM Practice

ñJustified belief that increases an entityôs capacity for effective 
action .òð Ikujiro Nonaka, Organization Science 5(1):14-37 
(1994).

ñI define knowledge as a capacity to act .ò 

ðKarl-Erik Sveiby, in ñThe New Organizational Wealth: 
Managing & Measuring Knowledge-Based Assetsò, 1997



Human Capital

Your character, attitude

Your knowledge, skills, experiences

Your health, recreation

Human capital of your colleagues

Self-motivation

Structural Capital

Access to information (internal)

Business processes

Training, innovation and learning processes

Structures, tools, guidelines and support systems

Vision and direction; fair, caring and empowering policies

Relationship Capital

External linkages: partners, customers, suppliers, government support, Internet

Brand, reputation

Support from peers, teamwork, morale, cooperation and interpersonal relationships

Support, inspiration, recognition and trust from superiors

Support from family, friends and community

Tangible Assets

Technology, equipment, facilities, books and other commercial information

Financial resources

Physical Accessibility

Conducive workplace

Good pay, benefits, incentives, perks

Also called:

Internal Capital

Process Capital

Also called:

External Capital

Stakeholder Capital

Customer Capital

Ingredients of 
Effective Action

(n=856)
Source: Talisayon, S. "Some Stories about How Personality and 

Culture Come into Our Knowledge Management Practice." Conference 
on Innovation in Managing Knowledge for the Competitive Edge Kuala 

Lumpur. International Islamic University of Malaysia and Paradigm 
Systems Bhd, Malaysia, June 30 - July 2, 2008.



KM Model of CCLFI

Source: Talisayon, S. Monitoring and Evaluation in Knowledge Management for Development. 2009. European Association of Development Training Institutes

Effective 
Action

Valuable 
Results



What to Measure?
Skyrme: various KM measurement methods fall 

into 4 categories:

1- measuring 
knowledge assets

2- measuring action or 
performance

3- measuring 
benefits

4- measuring baselines 
for periodic comparisons

Source: Skyrme, D. Measuring Knowledge: a Plethora of Methods. 1997, revised 2005.



What to Measure?
APQC: Best practices in KM measurement are 

mostly along 2 types:

2- improvement in 
performance

1- value creation

Source: Vestal, W. Measuring Knowledge Management. APQC, 2002.



What to Measure?
Who is interested:

Interest of 
middle 

managers

Interest of 
CEOs, Board 

and 
stockholders

Interest of 
stockholders 

and new 
breed of 

accountants



Issues

ÅMeasuring inputs and processes: 
intellectual capital accounting (e.g. 
MAKE, BSC and KM diagnostics)

ÅInteractivity: Attribution and separability 
of impacts

ÅValue creation: market and non-market 
substitutes



Dr. Rory Chase, CEO of 
Teleos which manages 

MAKE and Chief Editor of 
Journal of Intellectual 

Capital

Measurements of Inputs and 
Processes: MAKE

Source: Chase, R. "Global Knowledge Management Trends" From Productivity to Innovation: Proceedings of the Second International Conference 
on Technology and Innovation for Knowledge Management, p. 44. Asian Productivity Organization, Tokyo, 2009.



Balanced Scorecard:
Monitoring of Tangible and Intangible Assets



KM Diagnostics of CCLFI: 
Measurements of Gaps in Inputs, 

Processes and Value Creation

97-item 

diagnostics

2-item 

diagnostics

51-item 

diagnostics





Issues

ÅUtility of measuring inputs: intellectual 
capital accounting and KM diagnostics

ÅInteractivity: Attribution and separability 
of impacts

ÅValue creation: market and non-market 
substitutes



Separability of Impact

Enhancement of 
company intranet

ÅChanges in intranet 
software

ÅSkill of staff

ÅMotivation: staff is 
empowered by 
permission to manage 
content

üLess time 
wasted in hunting 
for information (X 
months per year)
üEquivalent to 
savings + extra 
productivity from 
time gained



Issues

ÅUtility of measuring inputs: intellectual 
capital accounting and KM diagnostics

ÅInteractivity: Attribution and separability 
of impacts

ÅMeasurement of value creation: market 
and non-market situations



Value Creation per Sales Transaction

Price customer is 
willing to pay

Price of 
product/service

Unit production 
cost

PRODUCER PROFIT
(what the market 
measures)

CONSUMER SURPLUS
(measured by 
consumer surveys)

(customer satisfaction)



KM Measurement in Various 
Sectors and Types of Organizations



KM Measurement
for Manufacturing or Service Companies

Productivity 
and 

performance 
measures

Financial 
impact

BSC and 
similar 

scorecards;
KM 

diagnostics



Examples

Å Impact of new intranet:
(small Philippine service company)
Savings = Decrease in time used in looking for information 
(months/year) x monthly payroll (pesos/month)

ÅMultivariate statistical studies between productivity 
and behavioral indicators
(multinational manufacturing & service company)
2/3 of productivity variation accounted for by non -technical skills

ÅKM Diagnostics
(127 companies, mixed multinational and Philippine)
Most frequent: Feedback from internal/external customers for 
process improvement or innovation



Non-Technical Skills and Productivity

PRODUCTIVITY
Non-technical 

skills

58.6%

Self-esteem 
indicators

63.3% 11.0%

Motivation
70.2%

Managing 
relationships

38.2%



Two Separate Paradigms and
Discourses

Sustainable 
Development

Knowledge-Based 
Management

=ñknowledge managementò

Foundational idea:
Market values are created more by, and 
consists more of, intangible assets 
(knowledge and other assets) than 
tangible assets

Discourse largely among:
Corporate sector

Status of measurement:
Various IC tracking/accounting systems
Unit of analysis: organization/corporation

Foundational idea:
Development along economic, social and 
environmental dimensions.

Discourse largely among:
Social and economic development 
planners

Status of measurement:
ñTriple bottom lineò is very partially 
developed
Unit of analysis: nation, community



Knowledge-Based Development

Sustainable 
Development

Knowledge-Based 
Economy

World Bank, 2002-2005

Knowledge-Based 
Development

Asian Development Bank, 2007

Knowledge for 
Poverty Alleviation

CCLFI and PEF, 2008

Rio Summit, 1992

NATIONAL LEVEL

COMMUNITY 
LEVEL

KAM: 

Knowledge 
Assessment 
Methodology

Various ñTriple 
Bottom Lineò 

methods being 
developed




