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1. Introduction

Knowledge management (KM)is defined as a smart way of handling knowledge. On the
organizational dimension, KM represents the process of managing organizational knowledge. The goal of KM
is to create global value for the operations, and, implicitly, to generate a competitive advantage over
competitors. Generating knowledge at the organizational level is essential since this genesis is recognized as
the strongest feature of a company, primarily because in favorable conditions it leads to innovation. (I.
Nonaka - Knowledge Creation, 1996)

The concept of Knowledge Management and its international certification represents a set of specific
competencies and technical consulting and training skills which are based on a US program (Washington DC)
started around 1998. The rapid development of the KM concept, guaranteed by the Knowledge Management
certification system, allowed in 2004 to found the famous International Knowledge Management Institute
(IKMI).

Today IKMI functions as an elite educational institution with a global mission, and as a business
association with branches in North America, Europe, Asia, Middle East, Australia, and Africa. IKMI is present in
Eastern Europe under the name of Knowledge Management Institute-Romania.

Knowledge Management is the youngest, best known and most innovative channel for training,
certification, and, last but not least, international cooperation in the field of management, particularly in the
field of global consultancy (branch launched and consolidated at the beginning of this millennium in the
United States). Knowledge is an important resource that has a powerful impact on developing the
organizational capabilities that would lead to a sustainable competitive advantage (Roja, Nastase, 2013).

One could think of knowledge as of an iceberg: about 20% of it is above the water, while the greatest
80%-majority is unobservable under the water. The hidden part of the iceberg represents the tacit
knowledge. The base idea of KM and the core efforts of a KM specialist aim to transform tacit knowledge into
explicit knowledge, in other words, to bring it to the surface as much as it is possible.

2. On the SECI model of knowledge management - Nonaka-Takeuchi

The Nonaka-Takeuchi model is a knowledge management model that can be used to generate and
convert knowledge. Any given KM model essentially represents the ways of handling knowledge among
people, as well as the process of the organization itself. The organization captures and then encodes or
generates tangible and/or intangible knowledge in the above-mentioned form, namely explicit or tacit
knowledge.
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As demonstrated previously, tacit knowledge represents the unwritten kind of knowledge that is used
only by verbalizing knowledge and observing carefully the transmitted information. This peculiarity could
lead to various perception difficulties for other parties since, unfortunately, there is no written information of
any kind that could be later read and analyzed over a longer period of time.

Only the person possessing that knowledge can keep it and use it further on, the information itself
remains stored only in their mind. This leads to the idea that explicit knowledge - the clear and replicable
kind of knowledge - is the reverse definition of tacit knowledge. In other words, explicit knowledge is the kind
of knowledge that is passed on and retained in written form. This knowledge can be used by other people,
though not always and not all knowledge is passed on strictly in written form.

The SECI (Socialization-Externalization-Combining-Internalization) management model elaborated by
Nonaka and Takeuchi represents possible knowledge transformations, either from tacit to explicit or vice-
versa from explicit to tacit. Below we reproduce the model of Nonaka and Takeuchi:

Sharing and creating r Tacit knowledge Articulating tacit
knowledge through - knowledge through
i i i Madd sk dialogue and reflection
diréctexpaiinaod Socialization | Externalization / ‘
] 5.Relating and
ing ti Y A contextualizing tacit
1 Spending time in o 7 " rr
the organization a : : 5 [lnowledge )
2. Spending time =3 = 6. Interpreting tacit
around the 3 = knowledge
organization o I - o =
3. Accumulating tacit é g Syste at"zal_‘on
knowledge m s and application of
4.  Passing on tacit 03 g information and
Krowiecss xR explicit knowledge

Learning and
acquiring new tacit | Internalization | Combination 7. Collecting and combining

: i of explicit knowledge
know'edge In practice 8. Transfer and spread of

P explicit knowledge
10. Polishing the explicit knowledge EXp|ICIt knOWInge 9, Editing explicit knowdedge

through practice and actions
11. Usage of simulations and experiments

=

Sursa: Nonaka, I, R. Tovama. and N. Konno (2000). SECI, Ba and leadership: a wnified model
of dynamic knowledge creation, Long Range Planning, vol 33

Figure 1. The SECI model for creation and usage of knowledge

As we can see from the figure above, there are four types of explicit and tacit knowledge conversion.
Further on we elaborate on each type separately and provide basic examples.

Socialization represents the process of one-sided transmission of tacit knowledge, but not in a
concrete way, rather via various common experiences. Since tacit knowledge is always context-dependent,
shared experiences and performance of common activities with the people possessing the tacit knowledge is
the secret key-ingredient to the successful passing and acquisition of the tacit knowledge.

A good example is a classic job and life relationship model "mentor-mentee". The mentee
understands and picks up the skill by directly observing and imitating the actions of his mentor, enriching
thus their knowledge by practice, not by reading or talking about the subject.

The quality of the relationship between participants of common experiences is certainly a key factor
in the success of knowledge transfer. An insincere or, even worse, an undesired by any of the parties
relationship is likely to lead to total failure.

Externalization is the process of replicating tacit knowledge in the form of explicit knowledge. This
step together with knowledge creation is the most important among all four since it leads to the rapid
formation of new valuable knowledge and valuable key concepts. After tacit knowledge gets reshaped into
means that can be communicated to others, it becomes the base element for a new upcoming chain of
knowledge.

Daily meetings are a classical example of externalization. Employees seek to identify and
communicate to others the problems that they face in their daily work lives. New valuable knowledge
relevant to their struggles automatically arises in such discussions. Here, however, the success of the
discussion depends mainly on the usage of concise and edifying description methods when participants
vocalize the bad experiences encountered. Metaphors, analogies, and/or logical schemes are often used to
embody new concepts and ideas.
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Combination or Combining represents the conversion process of one piece of explicit knowledge to
other pieces of the same type. The method can be interpreted as a process of combining explicit knowledge
from different sources, which ultimately leads to the apparition of a new form of explicit knowledge. An
example is the process of writing a report.

We search and study different sources of information so that in the end we could compile it into one
single report, for example, data on various transactions that would be included in the end into one financial
report.

In other words, combining is the process of connecting multiple heterogeneous fragments of explicit
knowledge to obtain explicit, systematized, and/or more complex redesigned knowledge.

The transfer of knowledge occurs through various common forms and channels, such as phone
conversations, digital networks, documents, and meetings, etc. During knowledge transfers information gets
reconfigured by processes of assembling, sorting, logical combining and classification, which at their turn
leads to the apparition of new knowledge.

A good example here is the case of a financial analyst who gathers financial data, restructures it, and
creates, in the end, a financial report for an organization. The restructured initial data and its analysis become
new relevant knowledge for the analyzed company since the report could reveal details that were previously
unobserved by the company, even though it had the data available at hand. The new knowledge that appeared
from the restructure of the available data could be further used to optimize the decision-making process.

Internalization represents the curious conversion of explicit knowledge into tacit knowledge. Here
knowledge is initially captured in written form, but as time goes by this knowledge gets spread among people
not in a written form, so the knowledge is progressively becoming tacit. Good examples could be found
almost in any organization.

Organizations have clearly defined written rules, but as time goes by the written rules get spread
silently - intentionally or not - from one employee that follows them to others. Thus, these initially regulated
procedures will become tacit knowledge, as if they were unwritten rules, to begin with.

This is how the so-called “learning-by-doing” process unwraps. Internalization leads to the spread of the
explicit knowledge accumulated over the years within the organization. Internalization thus primes the
organization for the generation of new valuable tacit knowledge. Hence, it all leads further to the re-creation
of the full knowledge cycle. As a result, in the center of the SECI model, we have a spiral that suggests what
has been explained earlier, namely the continuity of the managerial cycle with a pronounced quantitative and
qualitative growth effect of the general and organization-specific knowledge.

3. Justifying the supremacy of Knowledge Management in economic and managerial life

The indisputable supremacy of KM among other corporate resources finds many explanations and
justifications on various investigative dimensions. What is without any unnecessary exaggerations truly
sensational about KM is the logical and statistical proof that while according to the classical theories other
factors' (land, technology, physical labor) marginal effects decrease after a certain point, knowledge not only
does not get dropping marginal effects but on the contrary, the rate is increasing at any level. (see Figure 1a)
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Figure 1a. Marginal effects of economic factors of productivity

The restructuring of human knowledge into perfectly manageable entities that can be managed by
various actions and practical tools has spurred the emergence of a new economic managerial theory known
as the theory of knowledge management. KM can be defined as the science and art of predicting, managing,
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and especially effectively developing the knowledge of a micro or macroeconomic system in order to fulfill
successfully the set objectives.

4. Macroeconomic value of the KM-SECI Nonaka-Takeuchi management model in the regional
development

If the SECI model as presented above mostly appears to be applicable for individuals and the internal
structure of one organization. An extension of the model proposed by the same Nonaka refers to a new idea:
generating knowledge from external collaborations. The core vision of the new SECI model is now centered
on partner relationships between different organizations (Figure 2).

Business pariners Firm

Explicit
knowledge

...................

Tacit knowledge/
/ Neecs;

\
\
/ » \
/  Mental schemes e
; \
/" 3 = 3
/ shemes A
\
./ \\

/ \
/
/ \
/ ;

/ §0mmon agreeménf
/ /experience sharing \ \ \
/ / X \‘\_

Sursa: Nonaka, I, Tovama.R.. Konno. N. (2000). SECI, Ba and leadership: a unified model of
hma sowledge crearion, Long Range Plannmng. Vol 33. p. 13

Figure 2. Creating knowledge through partnerships

To allow new knowledge to appear from partnerships it is crucial to build a common NGO-type
platform that would have as its goal the sharing of specific experience for achieving a fair mutual
understanding. Partners of the two or more collaborating organizations must be put together in common
working processes. In this way, their needs and their specific knowledge about the market and products of
the respective organizations will become known to the organizations involved in the exchange of experience
and will spread among beneficiaries in the form of tacit knowledge.

A classic example here is the client-supplier relationship. The client highlights their needs, and the
supplier at their turn shares the possible solutions from the market that they can provide. To improve this
knowledge sharing process for both parties, it would be beneficial to have this exchange captured in explicit
forms such as documentation, specific rules or basic rules that should be followed in their collaboration.

In this way, the explicit knowledge will be based on the mutual transmission of tacit knowledge, an
action that ensures the accurate decoding and the correct understanding of the explicit knowledge
transferred between the parties.

Thus, the partnership created between the two organizations will be realized in strict accordance
with the ideas of the SECI model. This will lead to the creation of the ascending spiral of their development,
the spiral that will designate the logical and functional essence of the theory.

To conclude, all aspects of human lives are dominated by the creative spirit and evolve in the
direction imposed by that creative spirit. Today in its development humanity reached the point where the
birth of a new type of economy became possible. There is more and more discussion about a knowledge and
idea-based economy, in which the key factor of prosperity and job creation is the degree of application of
innovation and new technologies in all sectors of the economy.
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