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Knowledge management (KM) has rapidly risen to become a popular concept amongst
its advocates. Critics claim it is simply old wine in new bottle. It is being touted as one
of the significant by-products of an information and knowledge revolution, which may
be historically unsurpassed in the comprehensiveness of its impacts on all aspects of
human endeavours. Critics say the more things change the more they remain the
same.

After many centuries of philosophical and economical dialectics, the hitherto accepted
role of landed property as a critical factor of production is increasingly being
challenged. Nevertheless, it remains a significant variable to the success of many
business units and indeed all nations. Hence, any concept, which seeks to impact on
the productivity of businesses, must not only impact on the social actors within such
organisation but also impact on its structures and processes.

An extensive review of literature, by this writer, revealed scant research into the role of
these phenomena in project-based sectors and nothing published on property
investment and development businesses. Hence, the aim of this research was to
determine if commercial property investors are practicing KM in any form and if it leads
to any significant change in their investment returns or contribute to the achievement of
other corporate goals.

It commenced with a brief examination of the philosophical debate on the epistemology
and ontology of knowledge. The study established the existing range of expositions on
the distinctions between data, information, knowledge, KM and Intellectual Capital
Management. Included is a detailed review of KM models and the constraints of
outcome measurement. The interplay between organisational culture and employee
mindset was considered in addition to the effects of physical workspace on KM. The
study followed this with a concise review of the nature of the property industry, the
characteristics of commercial property investment, the criteria that impact on
investment returns and current drivers of change.

Based on initial predilection towards positivism, the Researcher conducted a general
survey within the chosen scope of the northwest region of England. Analysis of the
returns confirmed that only 11.1% of private commercial property companies are
proactively implementing KM, whilst others are still at a lower end of a spectrum that
see them implementing information management strategies and traditional estate
management practices only.

Having purged the research of the initial cognitive predispositions, a reasoned
transition from positivistic orthodoxy to a phenomenological paradigm was made and a
case study secured amongst the few organisations implementing this practice. The
research continued steadily with methodological triangulation as a means of studying
the dynamics in the case. An electronic survey of all 179 employees was conducted,
followed by additional interviewing of 22 employees and directors. Also data was
collected to facilitate secondary analysis of ten years statutory accounts and the
previously conducted survey of over 412 customers of the case studied.

The study concluded that the management practices in Bruntwood Estates Ltd (a
private commercial property investment company) align with the characteristics of the
KM phenomena and contributes positively to both its intellectual capital and financial
capital. The impacts and shortcomings of the implementation of these practices were
elicited as a prelude to the formulation of models that could serve as innovative tools to
other players and researchers in the commercial property industry.

12
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1.0 Background to Research

Whilst studying for a B.Sc (Hons) degree in Estate Management, the five-year
programme of study undertaken by this Researcher enabled the election of a broad
range of courses in sociology, business administration, psychology and philosophy.

The Researcher was particularly intrigued by the dialectics of Philosophers in the 5™ &
6™ century B.C. The early socratic dialogues documented by Plato and Xenophon
excited his imagination of classical ethics, logic and epistemology. Also, the scholastic
vibrancy of the period and the works of some Renaissance scholars faséinated him.

Subsequent to his first degree, he was weaned from the academia by the trappings of
real estate general practice for some years. Despite the turbulence of practice in a
developing economy, he succeeded in acquiring a M.Sc degree in Construction
Management during this period. The experience gained by working as both a Valuer
and Chartered Development Surveyor in urban settings, for over a decade, enables his
thorough appreciation of the dynamics of the property market.

The author's interest in knowledge management was kindled through chance
acquaintance with a course on the concept, during his postgraduate diploma
programme in Property Valuation and Management at Sheffield Hallam University.
Subsequent perusal of works on this theory coupled with interactions with academic
colleagues could not determine if it is simply an amalgamation of existing management
techniques and paradigms' or a new concept with unique characteristics. Whilst
discovering the theory as one, which has allegedly been leveraged in other business
sectors with successful outcomes, he sought to confirm if property businesses have
adopted some or part of the concept or if it was immune to its much-touted merits. To
the author's disappointment, he found no directly relevant literature or research (in the
public domain) documenting the application of this model to property investments or
businesses (with the exception of a few exploratory works on project-based sectors).

Hence, his decision to explore this further.

' From ancient Greek compound word paradeigma — (para meaning alongside & deiknunai meaning to see &
understand) — is the mindset or subconscious framework around which thoughts are formed or situations interpreted.

14
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What exactly does Knowledge Management (KM) mean? Is it another fad, one of the
transient management fashions or old wine in new bottles? (Abrahamson, 1996 &
1997; Scarborough et al, 1999; Darwin et al, 2002 ). Is it the product of a mutant meme
(Price & Shaw, 1998) punctuating the equilibrium of settled paradigms in
organisations? How does it differ from other ‘change’ theories such as Learning
Organisation, Business Process Redesign/ Reengineering and Total Quality
Management? Could it be a combination of some or all of these conceptual
precursors? Is the emergence of KM a function of increasing globalisation and
technological revolution, and therefore possibly fluctuate with the economic well being

of industries & nations?

With these fundamental queries in mind, this Researcher was further confounded by
additional ones like; how popular and sustainable is the KM theory; and is this related
to its effectiveness? Is it axiological or ontological? Does it represent a significant shift
in management paradigms and what micro-economic implication does it have for
investments generally and real estate market in particular?

Therefore, in common with journeys into the unknown, armed with more questions than
answers, and with a mindset predicated on naive positivism, this writer solemnly set
forth to separate the ‘wood from the trees’ with the formation of the initial' research

objectives.
1.10 Rationale of Study

Over the centuries the human specie has evolved" _through various stages of growth
(Peterson et al, 1992; Price & Shaw, 1998; Burns & Dietz, 1997; Gould, 2002).

The epochal transformation from a primitive™ creature to a civilised” one is marked with
such names as stone age, bronze age, iron age etc. Calibration of significant periods of
societal change were further labelled as Middle Ages, the age of reformation,
renaissance, industrial revolution etc. The transitional periods between the ages or
periods are indistinct and flow from one to the other. Currently many believe that the

! The initial research objectives based on positivist orthodoxy transited epistemologically to new ones at the end of the
literature review and Phase 1 survey, which are subsumed in phenomenology

i Two main schools of thought are: Slow and steady evolution (known as phyletic gradualism by Paleontologists) or
evolution by punctuated equilibrium and periodic stasis.

"Not used in a pejorative sense - From Latin — Primitivus — meaning first formed or little evolution (M-Webster Online,
2003)

¥ Civilised — to develop out of a primitive state, acquire the customs & amenities of a civil community

15
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ongoing wave of information revolution is not just analogous to the renaissance or
industrial revolution but capable of considerably changing all sectors of human
activities within a shorter period (Gates, B. 1996; Negroponte, N. 1995; Toffler, A.
1991).

How can this happen?

Boisot (1999) posited that in the closing years of the twentieth century, mankind faces
both an unprecedented challenge and an unprecedented opportunity. He argues that
the challenge arises from the fact that we are consuming natural resources at a rate
that is likely to prove unsustainable over the long term. He claims that the opportunity
comes in the shape of an information revolution that may allow us to substitute

knowledge-based resources for energy-based ones in many areas of economic activity.

Can this be a hype, a creation of the imaginative press or manipulative consultancy

sector?

In response to this possibility, Stewart (1998, px) asserts that ‘it has become a cliche to
compare this late twentieth-century event to the dislocations and transformation that

marked the industrial revolution a century and a halfago. Trite, but nevertheless true”.

Commenting on the concept of information age, Meadows et al (2001) state that it is
marked by the rise of mass customisation, dynamic processes, virtual organisations
and a whole host of new practices and administrative structures enabled by the global
telecommunications and information systems. They posit that the critical resources to

monitor now are knowledge, labour and organisational capabilities.

Are these now more critical than the other traditional factors of production? Aren’t the
attributes of labour inclusive of the knowledge-creating capability? Can knowledge
based assets be quantified or the services that flow from them? Is it important to
quantify at all rather than qualify? Will the effective management of these resources
achieve better products (real or intangible) than the traditional factors? Quite

importantly, are these new factors mutually exclusive of the traditional ones?

With regard to the importance of the new knowledge-based factors relative to land,

Weatherhead (1997) agrees that the information revolution is rapidly freeing many

16
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activities from ‘location and time’. Further, she relates this to the industry in the form of
businesses gaining freedom over location and also gaining the responsibility to use real
estate competitively. She concludes that it has become a matter of strategic
importance for real estate managers and investors to reach beyond their traditional
knowledge and learn much more about what drives decisions in the market. |

Knowledge capital can be a fuzzy' phenomenon, capable of being shared but retained
at the same time. Hence, efforts to quantify knowledge output based on contemporary
economic indices can be quite elusive (Boisot, 1999; Stewart, 1998).

From an organisational viewpoint, how can individuals be immersed in this concept and
what measure of cultural change is required to enable knowledge management?

Darwin et al (2002) posited that as information and knowledge become increasingly the
most important assets an organisation has, outstripping the traditional resources of
land, labour and capital (supporting writers cited earfier), the individual mindset’ and
collectivé mindsets becomes more important. This they proposed is the ‘organisational

intelligence’.

Whilst KM is increasingly being promoted as the tool for goal maximisation and product
enhancement, information is alleged to have transited from being a support to real
business to being the real business (Stewart, 1997)

In one of the pioneering studies of KM dynamics with the project-based sectors™ of the
property industry; Egbu et al (2001a) declared that knowledge can be a valuable
resource for competitive advantage and harnessing its value is likely to be one of the
pre-eminent challenges of management in the first decade of the 21° century (see also
Guthrie et al, 2001). In support of this, Robinson et al (2001) confirmed that
organisations in the construction sector are beginning to join pioneering management
consultants in recognising knowledge as the most powerful asset and a source of
competitive advantage to improve business performance.

! As different from crisp logic (Zadeh, 1965), Aristotelian two-valued logic or Madhyamika four-valued logic (Nhat Hanh,

1994)
i Mindset has been defined by Liedtka (1991, p544) as the patterns of sense-making and behaviour that capture the
ways in which members frame situations, evaluate the alternatives and then select responsive behaviours.

il Architecture, Engineering & Construction
17
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In this paradigm, collaboration and sharing replace knowledge hoarding, communities
of interest provide the vehicle to sustained improvement, and technology is fully

leveraged to ensure efficient knowledge transfer (Lee, 2000).

In order to respond to the changing requirements for cost minimisation, utility and value
maximisation of commercial real estate interests in the current dispensation, property
managers, developers, occupiers and investors are increasingly creating, adopting and
applying innovative methods of management (Weatherhead, 1997; Edington, 1997).
Do these conform in all or some respect to the basic principles of knowledge
management theory? If so, what are the resultant effects of these new techniques

being leveraged?

The worldwide boom and bust property cycle of the late 1980s and early 1990s raised
the awareness of the important links between the macro economy and commercial
property markets (Ball, 1998). This importance creates a compelling need to determine
the dynamics of any technique reputed to have capability of impacting on either the

economy or the property market.

Summarily, the real estate industry does not exist in isolation; rather, as an integral part
of the macro-economy, it is a wheel within a wheel. Hence, this study is a contribution
to a better understanding of the knowledge management phenomena and its ramified
relationship with achievement of business objectives when deployed as a strategy by

commercial property organisations.

1.20 Scope of Research

Though the impacts of knowledge management on real estate investment can possibly
be assessed in various sectors of the property industry, this study will however be

limited to an examination of only businesses investing in commercial properties in

urban settings.

Whilst a few research studies have been conducted on the effects of this management
practice on related project-based sub-sectors such as Architecture, Engineering and

Construction (Egan, 1998; Kazi et al, 1999; Egbu et al 2001a; Egbu et al 2001b;

18
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Kamara et al 2002), none has been carried out in relation to property development &

investment businesses.

A crucial reason for this choice of scope is linked to the author’s background as a
Chartered Surveyor, with general practice experience in commercial property' dealings

in urban settings.

Also the scope is not unconnected with the significance of this sector in the UK
property market, as documented in a study instigated by the RICS on the importance of
commercial real estate (Currie and Scott, 1991). This report showed that commercial
property was worth £250 billion in 1989 (which was about half of the total UK equity
market and one third of total physical investments that year), contributed about 10% of
the GDP and represented an average of 30-40% of balance sheets of companies.
Though in comparison with UK residential market during this same period (1989) of
about £1,000 billion (Baum, 2001) the commercial property sector was relatively

smaller.

The commercial sector has significantly increased by 100% to £500 billion within a
period of 10yrs and representing 17% of national tangible assets (Bootle, 2001) and
15% of GDP (BPF, 2002a). In terms of contribution to the economy, it is five times
larger than agriculture sector, more than twice the oil industry, and larger than each of
banking, leisure transport and communication sectors (BPF, 2002b).

Lastly, the choice of only urban located commercial properties is also influenced by the
expectation of better access to recorded data based on strict accounting regulations
imposed on this sector by the government and professional bodies.

1.30 Contribution to Knowledge

This research is the product of a tortuous intellectual journey by this writer. It
commenced four years ago with a near cynical curiosity about the practice of KM.
Having trained and worked in a sector dominated by the paradoxical juxtaposition of
positivistic theories and phenomenological methodologies, the Researcher sought to

1n this research the definition of commercial property adopted is that of the Society of Property Researchers (1995) as
property designed for business use and encompasses shops, offices and some industrial units.

19



Ph.D Research - KM In Property Businesses Cyril A Ogunmakin

know if KM was another meme in the continuous cognitive dissonance that constitutes

management paradigms.

Though the journey had to commence with an understanding of the ramified
expositions on these phenomena, the initial aim was to determine if property
businesses were adopting this practice (if new) or already practising it (if it is the same
as existing concepts, albeit with a new name). If property businesses were found to be
impervious to the percolation of these phenomena, in itself it would be a discovery to
explore the rationale for the resistance. However if the practice is found to exist within
the commercial property sector, based on rationalistic heuristics, the Researcher set
out to determine what impacts these might have on investment returns and capital
values. The approach taken was to attempt an isolation of KM as an independent
variable from market factors and assess its impacts on rent, costs, growth rates and
capital values. It would entail the development of null hypotheses to be tested in

relation to the discrete variables.

However, following an enlightening review of literature and the initial analysis of the
stage one survey of commercial property businesses in the northwest of England, the
research puzzle was reshuffled to align with a shift in the writer's epistemological and
ontological focus. Interaction with players in the industry revealed that the initial aim
was too steeped in positivistic orthodoxy in a sector that constantly attempts to grapple
with phenomenological issues. Hence the original research aim, at least risked, being
irrelevant to the real concerns of players in the industry or worse, could fail to take
cognisance of important but more intangible impacts on the human, customer and

structural capital of commercial property businesses.

Consequently, the second stage of the research evolved into a case study of a
commercial property company in order to explore in depth the dynamics of KM
initiatives on the company’s employees, customers, internal structures & processes

and corporate objectives.

The eventual data gathered were analysed to determine the solutions to the maodified
research questions and inductively generate topics for further research before

concluding.
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Whilst Figure A-1 shows the critical path of the research process, the tail end shows
the commencement of an action research' or project partly based on stage Il analysis
and authorised by the case study directors. The aim of the ongoing action project is the
process improvement, embedding of knowledge culture and modification of network
protocols as key steps to change engineering in Bruntwood Estates Limited. Though
beyond the scope and time frame of this research, it partly provides a practical

validation of the outcome.

Also, whilst underlying epistemological issues are critically reflected upon in the
concluding chapter, this study contributes to knowledge by determining that KM is not a
single concept or tactical solution to corporate requirements. It found that the
phenomena known as KM, consists of a body of strategic practices that can be both
organic and mechanistic. Did the study create a formula that will calculate the correct
proportion of KM to apply to resolve organisational problems? No. It found that it is not
a cure-all solution to any company’s challenges; because, given the same impetus to
change, all companies will react differently based on their ownership structure, size,
culture, endogenous and exogenous factors generally. However, KM is a set of
strategic practices that could be selectively deployed to create, distribute and enhance
knowledge in commercial property businesses. The case studied proved that a holistic
practice of KM in a commercial property business did not only enhance their intellectual
capital but also contributed to a significant growth of their financial capital.

So, are the protagonists, self-styled Gurus and excited Consultants right? Is there any
justification for the cynicism of many academics about the rise of a new fad? The study
found that KM is not a new phenomenon. Rather, it is a new approach to practising
existing management strategies based on revolutionary technological solutions that
enhance a better understanding of intangibles. In a cyclic perpetuation, this
understanding of knowledge variables (e.g tacit and explicit knowledge) lead to
increased capability to deal with change management and formulation of even more

mechanistic solutions.

The model formulated by the study could be utilised as a diagnostic tool by other
commercial property companies to determine the potential strategy or short-term
tactics to adopt in order to enhance the management of both their intellectual and

financial capital.

! A planned intervention by a researcher or more often a consultant into a natural social setting; including subsequent
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1.40 Aims and Objectives of Research

The aim of the research was to explore the impacts of knowledge management on
commercial property businesses. In order to do this, the following objectives were
identified:

1. Evaluation of existing pattern of KM and ICM deployment within selected
organisations (sample population) in the North West;

2. Exploration of the dynamics of knowledge Management practices with commercial
property business goals in a selected case study;

3. Analysis of growth and return patterns within the selected case study, implementing
KM practices, relative to the industry’s benchmarks;

4. Development of a model, which captures the dynamics of KM/ICM as an innovative
tool to players in the real estate sector; and

5. Generating focussed questions for further research.

1.50 Overview of Thesis

The layout of the thesis is a logical sequence, commencing with the introduction of the
research in Chapter one to the conclusion in Chapter Eight (see Fig A-2).

In Chapter One, in addition to the introduction, justification for the research and
confirmation of research objectives an organogram is provided to graphically map out

the sequence of work.

Chapter Two consists of a critical review of literature on the origin of knowledge, the
nature of data, information, intellectual capital and KM. Also considered in this chapter
are theories on the relationship between culture & KM and physical work place and
KM. This writer's assimilation of the concept did not only positively correlate with
increasing reviews of publications on the subject matter, but represented an ontological
transition from his crisp positivistic paradigm to a balanced appreciation of
phenomenological issues embedded in the subject. At the end of this chapter the

monitoring and evaluation to discern the correlation of action to expected outcome (Gill & Johnson, 2002)
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necessity to modify the original research hypotheses had begun to emerge as part of

the summary.

Chapter Three consists of an introduction to real estate interests, a review of
publications on the property market, examination of the drivers of change and the
practice of KM in the sector is considered. The summary at the end of the chapter
crystallised the epistemological, position of the writer as an iterative premise for the

ontological approach in Chapter four.

The Research Methodology is detailed in Chapter Four based on the epistemology
adopted at the end of the literature review. Also included is a clarification of the stages
of data gathering, a discourse of the survey instruments, interview schedules and

secondary data gathering approach .

The last four chapters contain the data, analyses, chapter and section summaries,
conclusion, reflections and recommendation for further studies.
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(Clvayoirar Two
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2.0 From Knowledge to Knowledge Management

2.10 What is Knowledge?

Is it a thing or a thought? Is it a flow or a stock? Is it a process or product? Is it strictly
individualistic or can it be possessed by a body, organisation or a society?

These are some of the many questions, which Philosophers' have debated for many

centuries even before the time of Socrates.

The foundation of Rationalism was laid by Plato, a follower of Socrates, who developed
the theory of ‘idea”, which is a “form” seen through the pure mental eye and is also the
ultimate ideal to which the human spirit aspires (utopia). According to him, the sensory
perceptions could not conceive of the perfect “ideas” except through pure reason.
~ Antithetically, his pupil, Aristotle posited that “idea” or “form” cannot be separated from
physical objects and not independent of sensory perceptions — thus setting in motion
the rudiments of Empiricism (Plato, 390s — 347BCE).

These early foundations set in motion the first cognitive revolution® between medieval®
philosophers. After the renaissance (14™ — 16" century) this debate crystallised in the
17" into Continental Rationalism and British Empiricism. The debate between
rationalists and empiricists was essentially based on whether or not knowledge was
acquired from the senses. On the rationalist side, Augustine held that the sensible
world is inferior to the eternal, also Lord Herbert argued in De Veritate (1645) that
certain moral propositions are innate. On the empiricist side, Thomas Acquinas
adopted the concepts of Aristotle, and Locke maintained that the mind is a blank slate
at birth (Mathews, 2000; Kretzmann & Stump (eds.), 1993; Nonaka & Takeuchi, 1995;
IEP, 2002).

Summarily, Rationalists believed that an important group of foundational concepts are
known intuitively through reason, as opposed to experience. Descartes describes such

i Such as Thales of Miletus (c.620 — 546 BCE), Anximander (c.610 — 546 BCE), Pythagoras (c.530 BCE) etc
'.'And has continued through the renaissance to contemporary philosophy
" Usually sub-divided into early middle ages (e.g Augustine in 354-430), high middle ages (e.g Thomas Aquinas in
1225-1274) and late middle ages (e.g Meister Eckhart in 1360-1328)
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concepts as innate ideas, the most important of these including the ideas of oneself,
infinite perfection, and causality. Empiricists, staunchly rejected this view, and argued
that all ideas trace ultimately back to experiences, such as sense perceptions and
emotions (IEP, 2002).

The dialectics of rationalism and empiricism focus on many different perspectives of
this issue, though lines of distinction sometimes seem to blur. It seems to this writer
that a significant difference lies in whether knowledge is a priori (beyond the senses) or
if it is a posteriori (within the perception of the senses) and the distinction between

synthetic and analytic truths.

Within the fuzzy boundaries of this epistemological divide, this writer's preference
would be for a paradigm synthesis, within the spectrum, which recognises that whilst
some knowledge commence with sensory perceptions, this in turn is predicated on
innate awareness of self as different from external objects based on cognition®.

Whilst evading the entanglement of epistemological circumlocution, thisistudy would
conclude this brief review on the origin of knowledge by noting some of the eminent
post-renaissance scholars whose works can be divided into the school of empiricism as
John Locke, David Hume, George Berkeley, whilst the school of rationalism would
claim the works of Rene Descartes, Bernedict Spinoza, Christian Wolfe and Willhelm

Leibniz — amongst 16" to 17" century scholars.

2.20 A Brief History of Knowledge Preservation & Transfer

If knowledge is a thing or flow, can it be captured, preserved, replicated, calibrated and

transferred?

Whilst the dialectics of empiricism and rationalism rages on today, what is usually not
disputed is that efforts to preserve ‘knowledge’, or whatever is considered vital
‘information’, commenced as oral narratives passed from generation to generation
(IEP, 2003).

! With both sides variously adopting deductive and inductive methods of reasoning with cognitive adaptation
" This dove-tails with Immanuel Kant's (1724-1804) concepts of synthetic and analytic truth
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In pre-writing oral tradition, the conditions for the preservation of ideas were mnemonic.
To promote memory, instruction and knowledge preservation made use of verbal and
musical rhythms; however, these rhythms placed severe limits on the verbal
arrangement of what was said, as in Homer, and the need to memorise used up

cognitive energy that otherwise could have been devoted to learning (Olson, 1976).

Whilst early philosophers and poets did not memorise verbatim, because of the
difficulty of doing that, the need to retain the originals of knowledge and not one
modified from one narrator to another was essential for the growth of science (Olson,
1976).

The history of managing knowledge goes back to the earliest civilisations (Wiig, 1997).
The palace archives of Sumer and Akkad and the extensive cuneiform archives
discovered at Ebla in Syria, all more than 4,000 years old, were attempts to organise
the records of civilisation, government and commerce, so that the high value
information contained therein could be used to guide new transactions and to prevent
the loss of knowledge from geheration to generation (Wiig, 1997). »

This imperative to preserve knowledge eventually led to the great libraries of antiquity,
the most notable was the Library of Alexandria in Egypt, which was founded in the
Third Century BC and lasted almost 1,000 years. At its peak the library contained more
than 500,000 hand-written works, copies of which were made and disseminated
throughout the world. This time consuming, hand-done reproduction and hand-carried
dissemination fortunately saved much of the knowledge of antiquity, as the library,
itself, was frequently burnt by invading armies. Driven by the need to make knowledge
capture, storage and distribution more effective and efficient, new technologies were

developed (lves, et al, 1998).

The development of the papyrus marked the beginning of real literary and academic
works being recorded and transported by the Greeks and Romans from the 5" century
BC until the 9" century AD. Other forms of storage media followed with better
characteristics such as the parchment and phonetic alphabet recording. The tradition
was to read aloud until the 12" century (after the time of Augustine), when silent
reading commenced and recording methods like table of content and index
commenced, which allowed random access to text information (Kirwan, 1989).

! Greek Poet credited with writing the lliad & Odyssey (about 800 B.C), over 28,000 lines classical poem usually recited by bards
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An assessment of the history of KM traced by Ives et al (1998) reveals that each new
advance in communication and learning technology expanded the possibilities for
knowledge capture and distribution. In each case, it took a while to understand what
the bossibilities were, and what were the requirements to enable them.

From the creation of the printing press in the 15" century to the creation of computers
& networking tools in the 20" century, the need to capture and disseminate knowledge
continues to grow and impact on societal and organisational efficiency.

2.30 Data, Information & Knowledge

Data is the plural of datum, which is from the Latin meaning ‘given’. It can be defined
as the ground for inference and deduction or the basis of information. Information is in
turn the intelligence derived by perception (Williams, Ed., 2003)

Davenport & Prusak (1998) differentiate between data and information. According to
them, data is a set of discrete, objective facts about events. This could be in the form of
structured records of transactions in an organisational context. They argued that data
describes only a part of what happened, it does not provide any judgement or
interpretation and no sustainable basis of action. Information on the other hand, is data

that makes a difference.

Does this mean that information is a subjective interpretation or application of meaning
to objective facts? Does the conversion of data to information necessarily deprive it of
its objectivity? It appears to this writer that the processing of data to information is
highly dependent on the interpreter’s cognitive filtration. Whilst the conversion of data
to information is capable of extracting individualistic meaning from data, the concept of
~ objectivity itself is however subject to ambiguity. Hence the usual interpretation that a
perception of a glass of beer containing 50% content is pessimistic or optimistic by
describing it as half full or half empty is a subjective interpretation of an intepretation?

A more simplistic approach is then synchronous with Peter Druckers (1993)
description of information as data endowed with relevance and purpose — thus giving

credence to cognition.

! Andersen Consulting specialists
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Williams (Ed., 2003) defines knowledge as applied information, which is an
accumulation of lessons, experiences, observations and analyses. This converges with
the description of knowledge by Davenport & Prusak (1998), as a fluid mix of framed
experience, values, contextual information, and expert insights that provides a
framework for evaluating and incorporating new experiences and information.

Once again support is given to the notion of cognition and individualistic knowledge
being dependent on the state of mind of its possessor (the vessel of transmission) in
relation to space and time - thereby depriving it of universal objectivity'. Knowledge
does not exist in a vacuum and is what a knower knows (Fahey & Prusak, 1998); there
is no knowledge without someone knowing it. Literally put, ‘knowledge must be viéewed
as originating between the ears of individuals’.

“What do people want, when they want knowledge? Nothing more than this: something
strange must be converted into something known. The known is that which we are
used to; and that which we are used to, is the hardest to know, that is to say, see as a
problem; that is to say, see as strange, as far away and outside us”. [Beijerse, 1999, p.
10, quoting Nietzsche' (1882)].

Beijerse (1999) sees knowledge as the capability to interpret data and information
through a process of giving meaning to these data and information and an attitude
aimed at wanting to do so. This version of knowledge veers into motivational impetus of

knowers to interpret data and information.

Knowledge is seen to be central to human performance and has been defined as the
capacity to act (Svelby 1997). Knowledge is a high value form of information that is
ready to apply to decisions and actions. In an organisational context, knowledge is
embedded in organisations’ business processes and the employee’s skills provide the
firm with unique capabilities to deliver customers with a product or service (Davenport
et al,1998).

With a spin on the relative worth of this organisational capability, Ginsburg & Kambil
(1999) view knowledge as a renewable, re-usable and accumulating asset of value to
firms that increases in value with employee experience and organisational life.

! Universal Objectivity — not philosophical but usedina professional sense as a conclusion or inference that the average

person would reach without prompting
" Friedrich Nietzsche, a German Philosopher (1844 -1900), a precursor of existentialism
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Is knowledge primarily based on inter-related cognitive processes or is it a function of
reflexivity, or instinct? To this writer the lack of relevance and purpose to the receiver
could revert any information back to the state of being a data, and the lack of a
receptive experiential framework of assessment could revert knowledge to being

information.

Therefore shown below in Fig B-1 is a constructed model of this writer’s perception of

knowledge typology:

Relevance & purpose

Information

Knowledge A Information

I Lack of Insight Y

1 Experience \

Fig B-1: The Knowledge Cycle

In support of this notion, Stewart (1999) suggests that the idea that knowledge can be
slotted into a ‘data-to-wisdom’ hierarchy is bogus, for the simple reason that one man’s

knowledge is another man’s data.

Academics, Gurus and Consultants from disciplines as disparate as sociology,
economics, and management science agree that a transformation has occurred and
knowledge is at the centre stage' (Darwin et al, 2002; Boisot, 1999; Davenport et al,
1998; Egbu, 2002; Williams, 2003; Drucker, 1993). However, what form of knowledge?
Is it only the type that the possessor is conscious that he possesses? Or does it include
that which may be buried within the faculties" of the human possessor - unconsciously

or preconsciously?

'There are others who assert that nothing new has emerged and KM is another rhetoric (Eccles et al, 1992)
" Faculties - Mindset, Preconcious or unconscious awareness (Darwin et al, 2002)
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2.3.1 Explicit & Tacit Knowledge:

Academics and consultants (combining both management consultants and workplace
gurus) have sought to draw a fine line between knowledge which can be tapped i.e
explicit, and that which cannot easily be converted or so latent in the possessor that he
might not even be aware of his possession.

This distinction between explicit and tacit knowledge was first proposed by an
academic, Micheal Polanyi' (1966) who argued that personal or tacit knowledge is
extremely important for human cognition, because people acquire knowledge by the
active (re)creation and organisation of their own experience. He believed that
knowledge has an ineliminable subjective dimension — i.e we know more than we can
tell (Routledge, 2000).

Polanyi’'s understanding of tacit knowledge is that it is a basis for cognitive experience
and interpretation. Notably, the adoption of this same term by Nonaka and Takeuchi
(1995) has a slightly (but significantly) différent meaning. They refer to tacit knowledge
as one, which is difficult to express, and not simply a backdrop to cognition. Though
this misconception has been widely accepted by many writers on KM, Stenmark (2002)
suggests a differentiation from Polanyi's terminology through the use of implicit
knowledge as a more correct representation of Nonaka's model. However, this paper
would defer to Nonaka & Takeuchi’s tacit terminology as it is more relevant to

organisational knowledge study.

Tacit and explicit knowledge are complementary to each other, and in the creation or

action of people, they interact and influence each other. This process of interaction is

called knowledge conversion, and it does not take place within an individual but
between individuals within an organisation (Nonaka and Takeuchi, 1995).

items Into Tacit Knowledge Into Explicit Knowledge
From tacit Socialise sympathised Externalised conceptual
knowledge knowledge Knowledge

From Explicit Internalise operational Combine system
Knowledge knowledge Knowledge
Table B-1: Four Modes of Knowledge Conversion (Nonaka & Takeuchi, 1995)

' M.Polanyi (1891-1976), a Hungarian who moved to Britain in 1933, also a physical-chemist with major works in
‘personal knowledge’ especially his concept of ‘tacit dimension’ & theory of ‘moral inversion’
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Briefly explained, the model (Table B-1) of Nonaka and Takeuchi proposed that:

= Socialisation is the process of exchanging experiences whereby mental
models are being created e.g master-fellow relationship, on the job training,
imitating others, constructive brainstorming etc;

= Externalisation is when personal or tacit knowledge is made explicit in the

form of metaphors, analogies, hypotheses and models. It is here that new and

explicit designs are born;

Combination is when notions are synthesised into a knowledge system. When

people exchange and combined knowledge through documents, meetings,
telephone conversations, emails and other form of modern interactional
gadgets. New knowledge can be created through the restructuring of existing
information by sorting, adding, combining and categorising explicit knowledge
such as encountered through education and training; and

Internalisation is a process in which explicit knowledge becomes part of tacit
knowledge. An example is when new workers ‘relive’ a project by studying the
archives of the project or when experienced rhanagers/technicians present

seminars etc.

Organisational Knowledge creation is defined in the Japanese context, by Nonaka &
Takeuchi (1995), as the capability of a company as a whole to create new knowledge,
disseminate it throughout the organisation, and embody it in products, services, and
systems. They suggest that it is the key to the distinctive ways Japanese companies
innovate continuously, incrementally and spirally. Such companies recognise the
difference between explicit (that which can be codified or expressed) and tacit

knowledge (inherent know-how).

However, Garvin (1993) has criticised the works of Nonaka and Takeuchi as being too
abstract. In a further comment on the process of combination, Anand et al (1998) point
out a demerit of the emphasis of Organisational Theorists that information and
knowledge acquired by one part of an organisation must be communicated speedily to
other parts. Since organisation members collectively acquire enormous quantity of
information on an ongoing basis; if all such information were to be transmitted to all
parts of the organisation its members will suffer from information overload.
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Also, on tacit knowledge, Stewart(1998) suggests that because it is unexpressed; itis
often unexamined and it can be wrong, hard to change or difficult to examine. Hence
tacit knowledge needs to become explicit and new knowledge needs to become tacit —

a never ending cycle.

This Researcher is of the opinion that Nonaka & Takeuchi’'s model of KM provides a
significant step to the building block, which constitutes the body of knowledge on
organisational change management. Whilst only a proportion of tacit knowledge can be
or is usually externalised, when this is internalised by the recipient, the end product is
not always the same as the original'. This does not however constitute a demerit; rather
it is the basis on which new knowledge is born, through the cycle of internalisation and
externalisation of knowledge. However, the success of this model within an
organisation may be predicated on the proportion of tacit knowledge which the holder is
‘encouraged” or obliged™ to externalise (Robinson, Carillo, Anumba & Al-Ghassani,
2001), otherwise there will be an enormous quantum of information overload of limited
value. Thus, as with other revolutionary management concepts, this model of KM is
also dependenf on cultural change within an organisation, plus acquisitidn of enabling
tools or better utility of existing tools (see limitations of KM in section 2.7 for further

comments).
2.3.2 Knowledge as a factor of Production

Relating knowledge to the traditional concepts of the capitalist economy, Drucker
(1993), argues that in the new economy, knowledge is not just another resource
alongside the traditional factors of production — labour, capital, and land — but the only
meaningful resource today; and this is what makes the society unique. He noted three
fundamental changes in knowledge in the 20" century:

» The industrial revolution during which knowledge was applied to tools processes

and products;
*» Next was the productivity revolution when the likes of Taylor and Ford began to

apply knowledge to human labour; and

! Similar to the relative fidelity of memetic mutation — whereby the replicated meme’s retention of initial pattem is a
function of its rate of multiplication, such that the faster the mutation the greater the potential disparity in fidelity
(Dawkins, 1976)

" In an organisation where extemnalisation of knowledge is linked to determination of employee’s worth, then this could
be an incentive to workers to convert tacit knowledge.

" Where the workplace culture places a premium on failure to externalise tacit knowledge.
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m Lastly, there is the current management revolution in which knowledge is being

applied to knowledge itself.

According to Drucker, when there is knowledge, the other production factors are easy
to obtain, and the challenge presently is to find a methodology or a process with which
information can be made productive. Following this theme, Stewart (1998) described
knowledge as the primary ingredient of what ‘we make, do, buy, and sell’. Its
management include the location and development of intellectual capital, its storage
and distribution. Stewart declared that this has become the most important economic

task of individuals, businesses, and nations.

However, in a slightly divergent support of this concept, Boisot (1999) declared that
data has become a factor of production in the new information economy; over time, it
substitutes for physical resources through a learning process that blends the gradual
accumulation of experience with discontinuous insights. Thus, embedding what is
known by individuals into an independent process, which can be codified by
organisations. However, he also critiqued that despite knowledge assets being a
source of competitive advantage for firms that possess them, the way it translates into

competitive advantage is ill-understood.

2.40 Management

A brief understanding of the general approaches to the theory and practice of
management helps one appreciate how management has evolved, where it is today,

and where it appears to be headed.

The various theories of management can be broadly divided into traditional approaches
(such as scientific, administrative and human relations theories) and contemporary

ones (such as systems and contingency theories).

Though there are documents (Hampton, 1986)' that confirms that the management of
organisations and ideas occupied the thoughts of people in ancient China, Egypt,
Greece and Rome; it was not until the 18th - 20th century that formal writings on

management practice and methods began to emerge. The works of Charles Babbage
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(1791-1871) an English Mathematics Professor in 1832, dallied with the application of
scientific principles to work processes in order to increase production and reduce costs.
Thereafter based on the concept of the ‘rational man™ and division of labour by Adam
Smith’s in 1776, Frederick Taylor, Frank & Lillian Gilbreth and Henry Gantt developed
scientific management theories in America in early 1920s. In order to deal with what
they considered as the shortcomings of scientific management, human relations or
motivational approach to management was developed by Elton Mayo, Douglas
Macgregor and Abraham Maslow. However, a French writer called Henri Fayol sought
to distinguish managerial functions from others in what is known as administrative
management theory. Further, the management of systems was developed by Peter
Drucker and Total Quality Management by Edward Deming etc.

Fredrick W. Taylor (1856-1915)", focussed on plant management. A pragmatist, he
synthesised his ideas with the works of others and promoted them in a coherent
manner to an industrial audience. He stated that the common problems of labour”
arose from defective organisation and improper methods of production in the
workplace. He contended that production was govémed by universal and natural laws
that were independent of human judgement. The object of scientific management was
to discover these laws and apply the “one best way” to basic managerial functions such
as selection, promotion, compensation, training and production. He advocated using
time and motion studies to determine the most efficient method for. performing each
work task, a piece-rate system of compensation to maximise employee work effort, and
the selection and training of employees based on a thorough investigation of their
personalities and skills. This approach was subsequently faulted for being too
mechanistic and uncompromising and even lined with bad practices in 1912.

In 1920s the British Industrial Fatigue Research Board studied the complex issues
involved in considering productivity and motivation that were just not understood.
Following this Abraham Maslow (1943), Herzberg et al (1959), Elton Mayo, Douglas
Macgregor(1960) and their academic colleagues championed the human relations
approach to management. The initial writings stressed self-awareness, self-knowledge
and self-understanding. They suggested that workers have multiple needs, act as a
group and have desires apart from monetary gains.

! Quoting from books on Mencius, Confucius, Plato and Xenophon (see also www.acel-team/scientific/index.html)
i The idea that people tend to choose a course of action that maximises their personal gain

iiKnown as the originator of scientific management

™ Such as waste, low productivity, high turnover, soldiering, and the adversarial relationship between labour and

management.
37


http://www.acel-team/scientific/index.html

Ph.D Research - KM In Property Businesses Cyril A Ogunmakin

In a description of the hierarchy of pre-potency in human motivations, Abraham Maslow
" observed that "man is a wanting animal" and that one desire is no sooner satisfied
than another takes its place, he noted sense and order in the succession of motives. In
the relatively rare individuals in whom all lower needs are satisfied a new motive can
be observed, the drive for self-actualisation--becoming everything that one is capable
of becoming. Interest in higher levels of motivation led Maslow to the study of self-
actualised people, who differ from most people in being unusually healthy
psychologically; having marked ability to free themselves from stereotypes; and
perceiving everyday life realistically and accepting it without defensiveness. Self-
actualising people appear to have, or to have had, "peak experiences" of insight, joy, or

intense awareness.

This led to Macgregor's Theory X & Y, which has been recently followed by an
integrated approach (of a Japanese style) by William Quchi’'s Theory Z. However one
critique of the HR movements is the fact that the complexity of human behaviour

makes prediction difficult.

The works of Taylor and Henri Fayol are considered as essentially complementary.
Henry Fayol's 1916 list has been updated and expanded by management scholars to
include planning, decision making, organising, staffing, communication, motivating,

leading and controlling

Contemporary theories of management include contingency theory, systems theory

and chaos theory.

Contingency theory asserts that when managers make a decision, they must take into
account all aspects of the current situation and act on those aspects that are key to the

situation at hand.

Systems theory however views an organisation as a collection of parts unified to
accomplish a set of goals. It consists of inputs (such as raw materials, money,
technologies and people), processes (such as planning, organisation, motivation and
control of inputs), outputs and outcomes with feedbacks. Hence Open systems are
systems that interact with their environment, subsystems are systems within broader

i 1908- 1970, founder of humanistic psychology
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system, synergy are units that are more successful working together than alone and

entropy is the process that leads to decline.

Chaos theory on the other hand posits that events or processes are indeed rarely
controlled. That organisations are complex systems (Darwin et al, 2002; Price & Shaw,
1998; Jun and Storm, 1973) subject to more volatile, random or chaotic reactions. It
states that as organisations expend their energies, they seek more structure to
maintain stability until the system splits and combines with other systems or falls apart
entirely. Hence there is a school of thought that attempts to control, reduce or embrace
organisational chaos can be illusory (Visscher & Rip, 2003) — due to lack of
predictability of complex non-linear systems (Seeger, 2003)

However, in a holistic approach, which sees management in a wider context than the
humanists, Daft (1993) qualified it as the attainment of organisational goals in an
effective and efficient manner through planning, organising, leading and controlling
organisational resources. He further explains the key management functions as

follows:

= Planning involves defining goals for future organisational performance and deciding
on the tasks and resource use needed to attain them;

* Organising means assigning tasks, grouping tasks into departments and allocating
resources to departments, whilst

» Leading means the use of influence to motivate employees to achieve the
organisational goals,

= Controlling includes monitoring employees’ activities, keeping the organisation on
track toward its goal and making corrections as required.

In this research, Management will be simply defined as the process of achieving

organisational goals, in a changing environment, through the efficient and effective

utility of essential resources.
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2.50 Knowledge Management (KM) Defined

Having explored the meaning of knowledge and the ramifications of management
concepts, does KM simply mean the management of knowledge? Should knowledge
be managed and how can this be done? Also, what distinguishes individualistic
knowledge from the organisational knowledge base? What is the conversion process of
knowledge as a stock to knowledge or as a flow?

Beijerse(1999), defined KM as achieving organisational goals through the strategy-
driven motivation and facilitation of (knowledge) workers to develop, enhance and use
their capability to interpret data and information (by using available sources of
information, experience, skills, culture, character, personality, feelings etc) through a

process of giving meaning to these data and information.

Therefore can KM be explained as the effort to make the knowledge of an organisation
available to those within the organisation who need it, where they need it, when they
need it, and in the form in which they need it in order to increase human performance?

KM is seen by Bhatt (2001), as a process of knowledge creation, validation,
presentation (synonymous with formatting in his diagram — see Fig B-2) , distribution
and application. He argued that these five phases in KM allow an organisation to learn,
reflect, unlearn and relearn. These he considered essential for building, maintaining

and replenishing core-competencies (see Fig B-2).

Gladstone (2000) posited that in the knowledge era market demands are changing
faster and faster, and that today’s standards or leading edges have become fickle and
untrustworthy bases for long-term success. He expects managers to keep checking
that their trusted solutions are still relevant. And his reasons, because in most
industries, yesterday’s “know-how” is now history, and today’s will soon be just as out-
of-date. He revealed that a new knowledge perspective is a requirement for competing
in the twenty-first century.
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Fig B-2: KM Process Acitivities (Bhatt, 2001)

The logical extension of both Drucker's and Gladstone’s assertions is that KM has
become the next management paradigm, developing on from previous transformation
strategies such as Total Quality Management, Business Process Re-engineering and
Best Practices, and where solutions involve the integration of people, process and

technology.

The DTI (2002) declared that the way in which a company manages and utilises its
knowledge has always been crucial to success. Against a background of increased
competition and the increasing impact of new technology and electronic commerce, it
declared that the added value a company can achieve from the effective use of its

knowledge and expertise is becoming increasingly important.

From the foregoing, it appears that KM is not only about knowledge but the capacity to
know. To manage knowledge is to concentrate on supporting its processes to achieve
business objectives. Horibe (1999), states that the old economy is about congealed
resources (where a lot of material are held by a bit of knowledge) whereas the new
economy is about congealed knowledge, where a lot of intellectual knowledge is in a
slipcase (Stewart, 1997). Thus value and competitive edge are created by the
knowledge employees now have and how they apply it to their work.
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2.51 Intellectual Capital (IC) and KM

Stewart (1998) claimed to have first mooted the concept of IC in 1994. He defines it as
intellectual material — knowledge, information, intellectual property, experience — that
can be put to use to create wealth. He argued that it is collective brainpower that is
hard to identify and harder still to deploy effectively. Wiig (1997a) has also described it
as activities ranging from acquiring new knowledge (learning) and inventions to

creating valuable relationships

IC is increasingly recommended as essential for a company’s viability and success in
the 21° century (Bontis, 1998; Bontis et al 2000; Guthrie, 2001; Wiig, 1997a; and Zhou
& Fink, 2003; Stewart, 1998; Edvinsson, 2000). This term is used sometimes as a
synonym of intellectual assets', Intangible Assets’ (RICS, 2003; Edvinsson, 2002) or
knowledge assets (Guthrie, 2001). It has been broadly defined as the difference
between a company’s market value and its book value (James, 1997)

Though the emphésis and contents by different writers on IC concepts differ, the
underlying premises are fundamentally similar. Fig B-3 below is an adaptation of the
Skandia Model, which is well referenced (Edvinsson, 1997; Wiig, 1997a; Zhou & Fink,
2003) and adopted in this study.

IC is viewed by this model as a summation of both human capital and structural capital.
Peter Harlow (1998) identified Human Capital as the knowledge and talents that
reside only in the brain. Its management involves encouraging employees not only to
create knowledge but to efficiently convert their vital tacit knowledge to explicit one.

Structural Capital is a combination of the Customer Capital and the Organisational
Capital. Zhou & Fink (2003) defines Customer Capital as the value of a firm’s
relationship with the external world - its customers, suppliers, consultants, partners and

other stakeholders

flThis should not be conflated with Intellectual Property — legal rights over patents, copyright or trademarks
% 1As — defined by European Community High Level Experts Group as non-material factors that contribute to enterprise
performance in the production of goods or services that expected to generate future economic benefits to their controller
(Edvinsso, 2002)
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Fig B-3: The Skandia Intellectual Capital Model
Adapted From Edvinsson, 1997

Organisational capital consists of innovation capital, such as intellectual property,
knowledge culture, and process capital, such as databases and information systems
(Edvinsson, 1997; Zhou & Fink, 2003). Organisational capital represents an
organisation’s capabilities to meet its external and internal challenges. Hence, this
model represents IC as a summation of not only traditional intangible assets, such as
brand names, trademarks and goodwill, but also new intangibles, such as knowledge,

technology value and good customer relationship.

IC represents the resources that an organisation should leverage' to achieve
competitive advantage and takes the form of intangible assets derived from
organisational knowledge activities. It is only an asset when it can be leveraged,
shared or exploited and then it becomes packaged useful knowledge (Zhou & Fink,
2003; Stewart, 1998).

' Not used in a pejorative sense, described by Edvinsson (1997) as “degrading terminologies”
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To underscore the significance of IC, for some companies it represents a greater
proportion of their market capitalisation than tangibles assets e.g America Online and
Microsoft have around 90%, BP have 74%, and 3M have 82% of their market
capitalisation value as intangibles (Mayo, 2001; Edvinsson, 2002).

Therefore, how does Intellectual Capital Management (ICM) differ from KM?

Intellectual Capital cannot be managed unless it can be located in places within the
organisation which are strategically important’ and where management can make a
difference (Stewart, 1998).

Hence, ICM is focussed on value creation and extraction and usually considered at the
strategic and top management levels whilst KM focuses on tactical and operational
implementations of knowledge related activities (Wiig, 1997a; Edvinsson, 1997).

The aim of ICM is to create and leverage intellectual assets and to improve a firm'’s
value creati.ng capabilities from a strategic perspective whilst KM ié concerned with
detailed knowledge-related activities to facilitate knowledge creation, capture,
transformation and use; with an ultimate aim to pursue a more intelligent organisation
by creating and maximising IC (Zhou & Fink, 2003; Wiig, 1997a; Edvinsson, 1997)

In other words it appears to this writer that a successful KM initiative (or practice) would
create an intellectual capital for an organisation and the strategic management of this
IC would ensure not only the sustenance of value creation but engender new
innovation and competitiveness of that organisation. Both of them are the building
blocks to manage the organisation in twenty-first century, and should be integrated to
maximise effectiveness (Wiig, 1997a).

Thus, this Researcher would suggest that Skandia’s model can be effective for any
organisation by simply converting the employees’ knowledge into the organisation’s
structural capital (inclusive of information & product management) and the
externalisation of this process to achieve customer satisfaction. This view is supported
by Egbu et al (2001) who stated that because people create, generate and share
knowledge, KM is, therefore, about people and the social networks created in an

lits people, structures and customers
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organisation. Also, the management of knowledge is intrinsically linked to the
management of people and the processes that facilitate knowledge generation

KM will be considered by this research as the process of systematically creating,
adopting, retrieving, transferring & controlling information, knowledge and know-how in
a commercial property company, for the purpose of enhancing its service delivery,
improving net worth and achieving its corporate goals. In a changing environment, the
organisational structure, human resource and work place culture must be constantly
reassessed in order to improve (or maintain) its intellectual capital.

25.2 Culture & Change - KM as a Product or Process

How does the individual's knowledge translate to Organisational knowledge and what
is required to convert employee mindsets into organisational intelligence? (Darwin et al,
2002) What role does the organisation’s culture play?

Darwin et al (2002) conceive culture within a group as the discrete meanings that
members give to past, present and anticipated future experience and the ways in which
these meanings are shared. It can also be seen as the sum of the core values', which
are the organisation’s essential and enduring tenets (Collins & Porras, 1996).

The concept of Organisational culture is considered to be an essential element of
change management and renewal (Moffett et al, 2003; Darwin et al, 2002; McAuley &
Shanahan, 1994; Pettigrew, 1990). Particularly, the human factors comprised in culture
are regarded as key determinants of both effective business performance and the
management of change. Therefore, to change an organisation’s knowledge culture, the
people values, norms and attitudes must be understood and modified so that they
make the right contribution to the collective knowledge culture of the organisation.
These changes must address any inherent conflict between individual and group
interests and the manner of structuring power, authority and control within the
organisation (Handy, 1989; Peters and Waterman, 1982; Meek, 1988).

Directly related to the issue of organisational culture is that of individual mindset
(viewed as sets of mental models or units of understanding, arranged in a series Mak,
1999). Darwin (2002) argued against the notion of organisations being pervaded by a

"It has been suggested that both core values and ideologies can have dysfunctional & functional elements Trice &
Beyer (1993)
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unifying mindset but suggested that there may be dominating discourses, which
emanate from the mindsets of particular powerful (sub) groups.

Hence, an organisation can have a knowledge culture where KM is expressed through
the application of various knowledge initiatives, tools and techniques. It becomes a
‘knowledge organisation’ when KM is totally ingrained within the operations of the
organisation (Moffett et al, 2003).

Davenport & Prusak (1998) see knowledge as often embedded not only in document or
repositories but also in organisational routines, processes, practices, and norms. They
posited that knowledge can and should be evaluated by the decisions or actions to

which it leads.

The concept of coding and transmitting knowledge in organisations is not new: training
and employee development programmes, organisational policies, routines, procedures,
reports, and manuals have served this function for many years. What is new and
exciting in the KM area is the potential of using modern information technologies (e.g
internet, intranets, browsers, data warehouses, data filters and software agents) to
systematise, facilitate and expedite firm-wide KM (Alavi and Leidner, 1999).

“Codification and abstraction often run closely together, so much so that that they are
frequently confused. They are, however, quite different. The former gives form to
phenomena and the second gives them structure” (Boisot, 1999). Going further,
diffusibility of information establishes its availability to those who want to use it but does
not measure adoption. Hence information may be widely diffused yet remain unused —
these three dimensions make up the I-Space model of Boisot.

A perusal of the literature on KM by Mentza et al (2001) showed two broad approaches
to delivering KM, which are:

(1) The process-centred approach mainly understands KM as a social communication
process. In this approach, knowledge is closely tied to the person who developed
it and is shared mainly through person-to-person contacts. The main purpose of
information technology in this approach is to help people communicate knowledge,
not to store it. This approach is also referred to as the "personalisation” approach.
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(2) The product-centred approach focuses on knowledge documents, their creation,
storage and reuse in computer-based corporate memories. This approach is also
referred to as "content-centred" or "codification" approach'.

Also alternative labelling of the approaches that focus on explicit knowledge (managing
process & ICT) is known as mechanistic; and management of tacit knowledge (through
story telling and communities of practice) as organic (Kamara et al , 2002).

2.5.3 Workspace and KM

If organisational knowledge culture or intelligence is made up of the summation of
employee mindsets and structural processes, what impact does the work place have
on the formation of employee attitudes and group norms?

Researches have shown that objective characteristics of the physical work environment
have an impact on outcome variables such as satisfaction, motivation, behaviour
during discretionary periods, spatial markers and performance (Becker, 1981; Carlopio
& Gardner, 1992; Wineman, 1986)

In a study by Holtham & Ward (2001) they concluded that buildings and the space they
embrace play a vital role in the intangible area of KM and suggested that in the haste to
implement technology-focussed KM initiatives by organisations, this factor has often

been neglected.

Writers on the concept of KM & Workspace (Turnwall, 2003; Steelcase, 2003) concur
with the above assertion, and argue that as more companies focus on the role of
knowledge in their business success, the ways their people communicate become a
critical factor for the design of the workplace e.g creating both visual and auditory
contact if team work is important, enabling chance encounters with the design in order
to encourage interaction (both spontaneous and structured) and knowledge sharing.
Amongst practical examples of where KM principles have been applied to work place is
Skandia Futures Centre, UK Post Office Innovation Centre, Ernst & Young Accelerated

Solution Environment.

i Also alternative labelling of the approaches that focus on explicit knowledge (managing process & ICT) is known as
mechanistic; and management of tacit knowledge (through story telling and communities of practice) as organic
(Kamara et al, 2002).

47



Ph.D Research - KM In Property Businesses Cyril A Ogunmakin

In a similar vein, Szilagyi et al (1979) argued that the changing of office configurations
is more than an aesthetic exercise. They posited that it is a significant organisational
change intervention that can influence the attitudes and performance of the employees
affected by it. Whilst they acknowledged the rising costs of leasing and operating
expenses, they suggested that space savings and flexibility benefits will become
increasingly important. However based on their study, they concluded that open plan
offices are not for everyone, and that where the plan is adopted, certain key factors' in
the organisation must be carefully considered. Only through careful design and
implementation can companies reap the benefits of such a change.

Using the workplace as a strategic asset can change the way an organisation works.
Providing diversity, achieving trust, overcoming barriers, supporting face time and
leveraging the role of the workplace are activities essential for supporting collaboration.
In turn, increasing the level and quality of collaboration can change the way people
work to improve collaboration, build social and intellectual capital (Stephenson’, 2003)
and enhance innovation. When the quality of collaboration improves, the speed and
quality of work would improve and ultimately, so does the bottom line (Steeléase,
2003).

Ward & Holtham (2000) however criticised arbitrary adoption of café cliché by
designing places for serendipitous encounter in workplaces which are invariably
avoided by employees when they need to discuss with ease. Hence they warned
against potentially negative impacts of authorising social contact.

This writer concurs with the conclusion of an essay on collaboration on the the
Steelcase website (2003) which states that designing a high-performance collaborative
workplace (both real and virtual) is a complex undertaking that requires the skills of a
variety of disciplines, including architects, designers, anthropologists, workplace
experts (Facilities Managers?) and communicators. The essential principle is based on
designing for people, incorporating technology, embracing culture and innovation as
means of enhancing intellectual capital.

The state of employee morale, workflow requirements and job characteristics
¥ Karen Stephenson, a cultural anthropologist who studies social interaction in the workplace,
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2.60 Is KM a passing Fad or Fashion?

Is knowledge management just another new management fad, driven by the
proponents who are desperate for a new product or concept to market? Or is it a meme
(Price & Shaw, 1998) spontaneously evolving in response to organisational need to
shift the patterns of management in the 21% century?

The study of Management Fashions or Fads is an assessment of the rise, popularity
and longevity of management concepts. Management Fads are proffered as a
‘response to performance gaps (Abrahamson, 1996) perceived to be progressive or
preferable to pre-existing fashions (Abrahamson, 1991) or are innovative, functional
and aimed at better organisational performance in changing technical, economic and
environmental climate (Abrahamson & Fairchild, 1999; Caleche & Lilien, 1986; Jackson
1997; Nystrom & Starbuck, 1984).

However, whilst the management discipline gets regularly bombarded with dramatic
claims of ‘new knowledge creation’ (Romei, 1995) from both academics and self
proclaimed gurus (Jackson, 1996), fashion bashing itself is becoming fashionable
(Carson et al, 2001) despite surprising little empirical inquiry to support either side of
the divide (Worren, 1996 and Askenas, 1994).

Hence, management fads & fashions are seen as negatively correlating with the
difficulty of implementation (Carson et al, 2001) having mass appeal (Abrahamson,
1991) as important (Dreilinger, 1994; Rowley, 1999) as useless (Donalson & Hilmer,
1998) as trivial (Gordon, 1997) only adopted by a frenzied few (Kieser, 1997), as
rhetorics correlating with macroeconomic & macropolitical changes (Abrahamson,
1997, Eccles et al, 1992), and lastly as old wine in new bottles (Darwin et al 2002).

Grint (1996), account for the rise of KM by identifying its ability to ‘generate a
resonance with popular opinion’, encompassing ‘symbolic and cultural’, ‘economic and
spatial’, and ‘political and temporal’ resonance.

KM is not easy to define and many definitions supplied in the literature are highly
ambiguous. The ambiguity of the concept, however, is itself a clue to the fashion-
setting possibilities; ambiguity makes KM amenable to multiple interpretations and
remouldings, which potentially extend its relevance across different communities of
practice (Scarborough and Swan, 1999).
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According to a survey conducted by Harris Research Centre in UK in 1998, only 2% of
the respondents considered KM to be a fad (KPMG, 1999). Of 100 leading UK firms, it
also found that a staggering 43% of respondents were undertaking some kind of KM
initiative (KMPG, 1998). However, this does not appear to be synonymous with making
effective use of all intellectual assets available to organisations, because a revelation
by the Gottlieb Duttweiler Foundation states that only 20% of knowledge available to an
organisation is actually used (Brooking, 1996).

Further, Chong et al (2000) revealed that Practitioner oriented research, both of US
and EUropean origin, points to a general consensus concerning the importance of
knowledge as a basis of competitive advantage and superior operational effectiveness
(Skyrme and Amidon, 1997; Cranfield Information Systems Research Centre, 1997,
KPMG Management Consulting, 1998[1]; PricewaterhouseCoopers and World
Economic Forum, 1999).

However, separate surveys by Scarborough et al (1999) and Tinaikar et al (1995)
' reveal that KM is essentially different from Learning Orgénisation but appear parallel to
Business Process Re-engineering, with many common themes. In the study by
Scarborough et al (1999) a decline in interest in LO references since 1995 has been
mirrored by a sharp increase in references to KM - there were more references to KM
in the first six months of 1998 than cumulatively in the previous 5 years (see Fig B-4).
The rapid rise in popularity of KM relative to the precedence of other management
concepts, led them to hint at the possibility of an impending decline.

Search Terms: ProQuest 'Hits'
Numbers (per six-months) 1990 - 1998

160
140 -
120 -
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1990 1991 1992 1993 1994 1895 1996 1997 1998

I-Knowledge Management [_]Learning Organization |

Fig B-4: Management Fads- KM Growth
Source: Scarborough, Swan & Preston (1999)
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They posited that the emphasis on the role of users and on knowledge produced at the
point of application is entirely consistent with their analysis of the diffusion and
implementation of KM. They observed further that while much of the literature on KM is
prescriptive or technology-driven, the ambiguous and pervasive character of
knowledge empowers a wide range of interpretations and initiatives by the ‘users’ of

this discourse.

Finally, Scarborough et al (1999) concluded by arguing that the translation of the
nebulous vocabulary of KM into organisational practices is not so much a determinant
of action as a trigger of it. Hence, KM practices within firms need to be seen as less a
function of fashion than of mediated organisational responses and interpretations.

However, in a separate study of the concept of Management Fashion lifecycles,
Abrahamson & Fairchild (1999) suggests that:

= Variability in the transience of Management Fashion promotion by knowledge
entrepreneufs explains variability in their lifecycles; '

= That historically unique conjunctions of forces, endogenous and exogenous to the
management fashion market, trigger and shape management fashions and

» That emotionally charged enthusiastic and unreasoned discourse characterises the
upswings of management fashion waves whereas more reasoned unemotional and
disqualified discourse characterises their downswings, evidencing a pattern of

superstitious learning'

2.6.1 Formulation of KM as a Benchmark

In a significant confirmation of the importance of KM to the British & European
Economies, the BSI in 2002 set itself a task, in the public interest, to:

“To demonstrate the informed clarity that will allow business, government
and other organisations to carry out assessments and make decisions
through an impartial review of the differing aspects of Knowledge

i Refers to demand or supply driven socio-psychological forces which correlate the relation between anxiety generating
performance gaps across organisations and market offer of packaged solutions in the form of simple, all powerful,
quasi-magical techniques that promise to blunt the sources of anxiety Smelser, 1962 Turner & Killian, 1986)
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Management, coupled with an understanding of the context within which
they may occur” (BSI, 2002).

To achieve this, it issued ‘Knowledge Management PAS 2001: A Guide To Good
Practice’ in 2001. This is the first of its kind by a global Standards Organisation and it
was co-authored with PricewaterhouseCoopers. It agreed with the UK Govt to develop
a consistent approach to developing and harnessing KM.

Generally, the KM Committee of BSI acknowledged the increasing complexity and
confusion existing on KM, and the potential benefit of a standardised framework of
concepts that could facilitate greater adoption and utility of KM by various industries in
UK.

In the long run, BSI intends to liase with other global standards organisations and issue
a CEN or ISO full standards on KM — to include a glossary of acceptable terminologies,
Guides to Good Practice, Measurements of benefits & effectiveness of KM etc.

2.70 Limitations of KM

2.71 KM as product oriented initiatives-

A limitation of KM that places a non-balance emphasis on either product or process
was identified by (Bhatt, 2001). He pointed out that the coordination of different phases
of KM in a comprehensive process of knowledge creation, validation, presentation,
distribution and application is critical. This is because short-circuiting any of the above
phases may result in less than optimum outcome of the KM. According to him, if
management is serious about making KM a priority of the organisation, it will require
reconsidering analysing the balance between technological and social facet of the
organisation. Putting too much emphasis on people or technologies is not sufficient;
rather management should revisit the interaction pattern between technologies, people

and techniques

Analysing the limitations further, Scarborough & Swan (1999), noted that many of the
practices, recipes and tools associated with KM are mechanistic in their treatment of

knowledge. Important issues such as the influence of organisational context, the
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limitations of IT, or the significance of tacit or situated knowledge are frequently

glossed over.

A schematic categorisation (see Table B-2) of KM literature by Scarborough et al
(1999) shows the occurrence of IT and IS in about 70% of literatures searched to the

neglect of human issues

73 40
51 28
35 19
9 5
8 4
8 4

Table B-2: KM Thematic Categories scarborough, Swan & Preston (1999)

This Researcher’s perusal of numerous publications on KM' reveals that, more often
than not, they are disguised commercial advertisements for specific tools
and/practices. Undue emphasis appear to be placed on products over processes,
which has longer periods of engagement due to the requirement for trainings to
achieve fundamental organisational change - with attendant risk of objective scrutiny
or employment of outcome metrics by clients. In any case the dissemination of such
discourse as a tool to shaping management techniques is allegedly done in order to
trigger their diffusion (Abrahamson & Fairchild, 199; Meyer, 1996; Baum, 1998, Meyer,
1996 and Darwin et al 2002)

However, this IT/IS focus of most KM consultants and practitioners become more
significant in relation to failed KM initiatives when evidence from US of over $1 trillion
investment in IT shows no relationship between company performance and such
expenditures (Lang, 2001; Malhotra, 1998).

Swan et al (1999) also revealed that Ebank, which was one of Europe’s biggest
spenders on IT, had little to show in the form of improved business performance

(through provision of integrated services) for the intranet(s) developed.

For example Know-Net model by Mentza (2002)
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Lang (2001), sees the disconnect between IT expenditures and the organisational
performance as attributable to managerial ignorance of ways in which knowledge
workers communicate and operate through the social processes of collaborating,
sharing knowledge, and building on each other’s ideas.

In addition to ignorance, (Bhatt, 2001) believes that there is also a problem of
interpretation, as only for a narrow range of problems has IT successfully been used for
interpretation purposes. In a dynamic business environment, where an organisation
faces unexpected and novel problems, IT, at best can be used as an enabler to turn
data into information. It is only through people that information is interpreted and turned
into knowledge By coordinating the pattern of interaction between its members,
technology and culture an organisation can work with complex and novel situations
(Hutchins, 1991; Weick & Roberts, 1993).

2.7.2 Caodification of Tacit or Implicit Knowledge-

Physical infrastructures may capture explicit knowledge, whilst tacit or impilicit
knowledge is difficult to codify and capture without decontextualising information or
oversimplifying data; regardless of the ontology of any specific representational

methodology or technoldgy (Lang, 2001).

This writer concurs with Swan et al (1999) in their summation that sometimes attempts
to codify tacit knowledge may only produce knowledge which is: useless (if it is too
uncertain); trivial (if it is too unimportant); redundant (if it subject to continuous change);
irrelevant to a wider audience (if it is too politically sensitive); inaccurate (if it is too
valuable and is therefore secreted by the knower). Tacit knowledge, therefore, cannot
easily be articulated or transferred in explicit forms and the interplay between change
imperatives, employee mindsets and the organisational culture is a key determinant

2.7.3 U.Klag behind USA in KM Initiatives

While the mainstream literature on KM is overwhelmingly optimistic (Storey & Barnett,
2000), many KM initiatives do not adequately align with the corporate strategies of the
decision makers (Davenport, 1998; Ruggles, 1998).

UK companies lag behind their US counterparts (Chong et al, 2000; Weatherhead,
1997) particularly in making knowledge pay in terms of pérformance and results
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(Department of Trade and Industry, 1998). This may partly be due to the fact that the
deployment of knowledge management activities in US companies was found to be led
and supported by top management such as chief executive officers, chairmen and
directors. In contrast, findings from the Cranfield Information Systems Research Centre
(1997) indicated that for UK companies, middle managers - not CEOs - were observed
to be the agents of knowledge management. While knowledge managed in a iocal
context or at the operational level was deemed to have an immediate impact on
performance, top-level support is crucial in establishing a fit between organisational

strategic vision, performance objectives and cultural enablers.

Finally, the measurement or quantification of the impacts of KM, especially in a service
organisation, remains an enigma currently being explored by management consultants

and researchers.

2.80 Measurement or Quantification of KM Initiatives

“What is an asset? An Accountant would reply that an asset is a stock from which a
number of services are expected to flow for less than a year; in the case of fixed
assets, they are expected to flow for more than a year. Knowledge assets are stocks of
knowledge from which services are expected to flow for a period of time that may be

hard to specify in advance” Boisot (1999, p.3).

Organisations do not sufficiently recognise knowledge contributions because the
conceptualisation and measurement of knowledge capital as a primary organisational
asset remains rudimentary. Extensive traditional systems allow managers to track their
use of economic capital but such systems cannot easily accommodate knowledge
capital. The typical economic good is divisible, appropriable, depletable, scarce,
depreciates and shows decreasing returns. But knowledge is just the opposite. Without
realistic and robust measures of knowledge capital, managers will revert to economic

capital (Lang 2001).

One reason for this inertia, according to Boisot (1999) is that energy-based events are
much still easier to observe and measure; Managers are vaguely aware that know-how
and knowledge are a good thing, but find that it remains a highly elusive phenomenon.
Unlike physical assets, knowledge assets can be shared with others and retained at

the same time. However, there is no meaningful economic correlation between
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knowledge input and knowledge output. The value is not necessarily related to the

acquisition cost and this makes it impossible to accurately quantify (Stewart, 1998).

In an appraisal of an Australian public sector initiative, Gooijer (2000) proposed that
KM performance measures needed to be embedded in the overall business
performance model of an organisation and not be a marginal add-on to the core
measures. He reviewed various models of intellectual capital measurement and opted
for a modification of the balance scorecard model of Kaplan & Norton (1996), in which

an organisation measures its performance in four key result areas:

| Financial performance;

[ Internal business processes;
[ Customers; and

[ Growth

Kaplan and Norton first introduced the idea of a Balanced Scorecard in the January -
February 1992 issue of the Harvard Business Review. The need for such a tool
emerged out of a growing recognition that financial measures alone were insufficient to
manage the modern organisation. They argued that much of the work done in
organisations today is preparation to achieve financial goals - achieving process
innovations, training workers, forging new kinds of relationships with customers.
Although these activities are cornerstones of successful organisations, few are able to
manage them effectively, or demonstrate how they contribute to the realisation of their
missions. Stewart (1998) reports that there are alternative means of measuring
intellectual capital (the whole rather than HR type of measures for Human Capital, PR
type for Customer Capital & accounting measures for Structural Capital). This depends
on finding rigorous ways to track and correlate these measures with financial results,

such as:

m  Market - To - Book - Ratios (MTBR): This is simply the difference between any
company’s market value and book value (equity portion of a company’s balance
sheet after debt is stripped out'). This could be expressed as ratios instead of direct
line calculations. However, this measure has limited use as it is influenced by many
exogenous factors and depends on the accuracy of the account. Further, with

regards to this research, it is usual for private property companies to determine

1Also net worth
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networth or profit via their profit & loss account but not market value (which is
common with only publicly quoted companies in UK);

* Tobin’s Q(TQ): Developed by the Economist and Nobel Laureate James Tobin

(1968), it compares the market value of an asset with its replacement cost i.e for a
building, this would be market value divided by replacement cost. It was developed
as a means of predicting corporate investment decisions independent of
macroeconomic factors.
As a predictive measure, if Q is less than 1(asset worth less than replacement cost)
then it is unlikely a company will acquire more of this asset type and vice versa.
Tobin assumes that the market value of an additional unit of capital equals the
average market value of the existing capital stock. Hence unless an investment of
one pound increases the market value of the firm by more than a pound, there is no
reason to invest. According to Tobin, this measure ought to be compared over a
period of years. However, it is the opinion of this writer that this measure is too
simplistic to be relevant to commercial property market as a significant tool for
prediction. This is because investors buy investment properties based on the
market values, they however buy development properﬁes not only based on the
market values at the point of purchase but their assessment of its residual values.
Hence, it is the relative ability to accurately assess the redevelopment values (or
market values at ERV of investment properties) in relation to replacement costs of
purchased assets that is likely to influence subsequent purchase patterns — thus
the emphasis on exit yields or running yields in comparison to initial yields in this
industry. Most importantly except REIT of publicly quoted companies, it is difficult to
determine unitary values of private property companies.

= Calculated Intangible Value (CIV) - Developed by NCI Research (affiliated
with Kellogg School of Business at Northwestern University). It assumes that a
company’s value includes not only its tangible physical assets but a component
attributable to the company’s intangible assets.

Hence, this is determined by average earnings (pre-tax) divided by average year-
end tangible assets for same period (return on assets -ROA). The industry average
ROA (for same period & companies of same classification) is then compared.

The excess return attributable to ‘intangible assets’ can be determined by
multiplying the industry’s average ROA with subject company’s average tangible
assets and compared with the subject company's average earnings. In UK
however, the ROA is not a variable reported in company accounts and the intrinsic
differential in portfolio makeup between companies of similar sizes would render
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this variable unreliable in the commercial property sector. Apart from corporation
tax, many other forms of land taxes are levied at transaction levels before the
compilation of end of year accounts, hence the treatment of VAT, capital
allowances, stamp duty, business or empty property rates, exemptions, reliefs etc
will equally influence declared earnings of similar companies. Hence, only variables
like net worth, turnover, income returns, capital growth, yields etc are accepted as
equitable and relevant basis of comparison in the property sector in UK - yet these
are subject of much controversy as discussed later in this study.

KM Spectrum -  Originally developed by Binney (2001) of the Computer Sciences
Corporation in US, the KM Spectrum was formulated to categorise the various KM

literature and models within a given framework that will allow for common

understanding.

Transactional Analytical Asset Process Developmental Innovation & Creation
Management
n Case-Based * Data . Intellectual L] TQM L} Skills [} Communities
Reasoning Warehousing Property L] Benchmarking development [] Collaboration
(CBR) [] Data Mining n Document . Best Practices = Staff . Discussion Forums
[ Help Desk = Business managemen . Quality Competencies ] Networking
Applications Intelligence t management [ ] Learning L] Virtual Teams
[] Customer * Management [ ] Knowledge . Business . Teaching [ Research & Devpt
Service Information Valuation Process Re = Training u Muti-disciplined
Applications Systems [] Knowledge Engineering teams
[ ] Order Entry Decision Repositories [] Process
Applications Support [] Content Improvement
[ ] Service Systems Managemen [ Process
Agent . Customer t Automation
Support Relationship . Lessons
Applications Management Learned
(CRM) . Methodology
. Competitive . SEIICMM,
Intelligence IS09XXX, Six
Sigma
. Expert . Intelligent . Document . Workflow . Computer- Groupware
Systems Agents Managemen Management based Training . e-mail
. Cognitive . Web t Tools . Process Online Training ] Chat Rooms
Technologies Crawlers ] Search Modelling . Video Conferencing
Semantic u Relational & Engines Tools [ Search Engines
Networks Object [] Knowledge [] Voicemail
u Rule-based DBMS Maps [] Bulletin Boards
Expert ] Neural [] Library [] Puch Technologies
Systems Computing Systems [] Simulation
[ ] Probability ] Push Technologies
Networks Technologies
L] Rule . Data
Induction, Analysis &
Decision reporting
Trees Tools
Geospatial
Information
Systems

Portals, Internet, Intranets, Extranets

Table B-3: KM Applications & Enabling Technologies Mapped to KM Spectrum Elements
(Source Binney, 2001)

Also he intended that this framework (see Table B-3) would serve as a checklist of KM

applications and technologies to assess an organisation's current level of KM related

activity and subsequently plan for future KM investments. It consists of six 'elements’
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namely, transactional, analytical, asset management, process based, developmental

and innovation/ creation knowledge management.

The key elements of the spectrum represent the synthesised details of contemporary

KM literature as follows:

1. Transactional KM - The use of KM is embedded in application of technology and
presented to a user in the course of completing a transaction e.g CBR (Davenport
& Kilahr, 1998). Whilst there may be a choice with what the user does with the
knowledge presented, the access and presentation are however not optional;

2. Analytical KM - This provides interpretations of or creates new knowledge from
vast amounts of disparate sources of materials. Trends and patterns are derived
from large amount of data or information. such may used to analyse market
competitors (Elliot, 1999a; Fuld, 1994);

3. Asset Management - This focuses on the management of asset knowledge, such
as codified explicit knowledge (Guthrie and Petty, 1999) or intellectual property
(Teece, 1998). Analogous to av library and catalogued assets are made available for
unstructured access;

4. Process-based KM - this refers to the codification and improvement of process,
also known as work practices, procedures or methodology. This may include
internal lessons, benchmarking etc (Feltus, 1995; Hill, 1999);

5. Developmental KM - this covers increasing the competencies or capabilities of an
organisation's knowledge worker, otherwise referred to as human capital
(Edvinsson and Malone, 1997);

6. Innovation/ creation KM - This refer to the provision of an environment in
which knowledge workers ,often from differing disciplines, can come
together in teams to collaborate in creation of new knowledge (Nonaka and
Konno, 1999)

However, whilst the formulation of a KM Spectrum to map level of KM development in
an organisation is novel, Binney's framework is disproportionally product-centred. it
creates simplistic boxes of ‘systems or applications’ and ‘enabling technologies’ to slot
all KM related events and products into. This is typical of theories and concepts
originating from ICT based proponents whose ultimate goal is (usually but not always)
the conviction of potential clients to acquire additional software or hardware to deliver
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the elusive perfection in their knowledge disequilibrium — euphemistically dubbed by
Binney as “a checklist of KM...to plan... for future ...investments” .

Hence, a new KM Spectrum based on the Skandia model adopted in this research will
be formulated and utilised by this writer to assess the level of existing KM initiatives in

NW property companies.

In addition to the above, Stewart (1998) recommends many other measures for each of
Human, Structural and Customer Capital, such as Innovation Measure, Employee
Attitude Measure, Tenure-Turnover-Experience-Learning Measure, Knowledge Bank,
Valuing Stocks, and Customer Satisfaction Measure etc. However a critical perusal of
most of all these measures reveals a lack of industry acceptance due to their

subjectivity, suspect validity and reliability.

In the UK property industry, based on the recognition of the increasing importance of IC
in the overall market capitalisation of companies, a research carried out for the RICS
argued for the adoption of contemporary valuation Atechniques in the determination of
value. It acknowledged the difficulties with this approach in the Table B-4 (IC replaced
with the synonym IAs — Intangible Assets) :

IAs characteristics Impact on valuation

Dependency upon the value chain of
other companies. Eg, a company that
Blurred company boundaries develops and produces parts for a car
manufacturer may depend more on the
success of the car model in which the
parts are incorporated, than of the
attributes of the component itself.

Difficuit to identify who will be the
‘owner’ of the expected flow of benefits
Weak property rights generated by the IA in the future. Eg,
who owns the knowledge that results
from a company’s investment in
training

Difficult to identify how IAs affect the
profitability of a related product or
Not visible service. ldentifying the contribution of
say, an airplane, to profitability is fairly
straightforward, but evaluating an
alliance or a network is more complex.

Difficult to estimate their individual
Inter - dependent Value value. Eg, the value of a brand in the
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Inter-dependent value high tech sector may depend upon the
ability of the company’s research and
development team to generate new

innovations.
As the value of an IA depends on the
Going concern continuity of the firm IAs are especially

threatened by bankruptcy risks.

Due to high failure rates, it is difficult to
estimate any future cash flows
Risk and uncertainty (especially if these cash-flows are
spread over a long period of time).

IA valuation is extremely sensitive to
assumptions made in valuation

Irreversible and sunk models,

investment since these two characteristics reduce
the likelihood that market prices will be
stable.

A specific IA’s value may be greater if it
is used in the company that created it
Asset-specificity than in any other company. Market
multiples (when they exist) may not be
relevant for valuation purposes. Eg, a
frequently company-specific 1A is the
internal organisation that leads to
better  performance  within  the
company.

No opportunity cost (the use of an IA in
one activity does not stop its use in
No rivalry another). Remember, exploiting the
|IA’s value is limited by market size
rather than the productive ability of the
asset.

‘Network value’ must be incorporated
in the value of the IA. Eg, the demand
Network effects for a software program depends not
only on its own characteristics but also
whether it is compatible with other
software.

By definition, market-based valuations
reflect the ‘true’ value of any asset.
Non-tradability But since there are no liquid or clear
markets for many IAs, the use of
market-based methods is limited.

Table B-4: Constraints of Valuing Intangibles (RICS, 2003b)

This research (carried out by the Manchester Business School) considered the four

main valuation methods, viz:

= Cost Approach

» Market Approach
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= Income Approach (or Liquidity Approach if not under open market conditions) and

= The Real Options Approach

All the methods are quantification-based methods requiring estimation of costs and
income or revenues. Hence, the paradox, inconsistency and constraints of attempting
to apply positivistic metrics to a largely phenomenological variable appear to over

shadow the potential outcome of these approaches.

To start with, the ontology of the research on key IC variables is either too narrow or
ambiguous and could only value a part of the potential value even if successful in its
measure. For instance Customer Capital is taken to be the paying customers or clients
of an organisation. This is only a subset of this concept, which represents the value of
any organisation’s relationship with the external world (such as customer’s loyalty,
stakeholders, partners, suppliers - Edvinsson, 1997; Stewart, 2000; Zhou & Fink 2003).
Hence having limited this to the ‘potential value of repeat purchasing by customers in
the future’ only, this approach then recommended the capitalisation of the income
stream to determine thé net present value (NPV) which is taken to be the valué of
Customer Capital. If applied to a Commercial Property Business in this manner, the
NPV of receipts from tenants would equate the Capital Value of the properties they
occupy — which cannot be right! This would simply mean that the fixed assets column
of balance sheets for commercial property companies is their customér capital. Also,
the valuation of Human Capital was recommended as the replacement cost of
employees thereby conflating cost and value; apart from missing the point on tacit
knowledge, which may be unrelated to cost of hiring or training staff.

However, despite its inherent deficiencies, the recognition of the need to ascribe
economic value to IC by the valuation institution in UK is indeed a significant step.

290 Chapter Summary

In this chapter, this Researcher briefly examined the origin of knowledge and the
epistemological difference between the rationalists and empiricists. A balanced position
was adopted, which synthesised the two extremes on the knowledge spectrum and
allow for both a priori and posteriori basis of knowledge in varying circumstances.
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Further, having examined the distinction between data, information and knowledge, a
model was proffered on knowledge typology; whereby relevance and cognitive
experiential framework are required for the transition from data to information and

knowledge in a cyclical pattern (in either direction).

The ontological difference between knowledge possessed by the individual as different
from organisational knowledge was explored in this chapter. This led to a salient
distinction between Polanyi’'s theory on tacit knowledge (1966) and Nonaka &
Takeuchi’'s (1995) reference to it. Whilst the former meant this as a basis for cognitive
experience and interpretation, the latter posited that it is knowledge, which is difficult to
express and not simply a backdrop to cognition. For the purpose of this research

however both tacit and implicit knowledge will be conflated.

Whilst noting the criticism of the model of Nonaka and Takeuchi (1995) by Garvin
(1993), Anand et al (1998) and the potential errors on possession of tacit knowledge
(Stewart, 1998), this Researcher agrees that this model is a significant step in the
building block of knowledge conversion. It is suggested that only a proportion of tacit
knowledge can be or is usually externalised, when this is internalised by the recipient,
the end product would not necessarily retain its form or essence and this is the basis

on which new knowledge is created.

The study revealed that cultural forces embedded in the organisational need to be
harnessed in order to converge individual mindsets to organisational intelligence
(Darwin et al 2002) or tacit knowledge into explicit knowledge (Nonaka & Takeuchi,
1995; Davenport et al 1998; Fink, 2000). It acknowledged that the prevalent cultural
orientation of any organisation is an endogenous factor impacting on this conversion

(Robinson, Carillo, Anumba & Al-Ghassani, 2001).

The concept of IC as a determinant of an Organisation’s Market Value, when coupled
with the established variable of Financial Assets, was explored. As a result, the
complementarity of Intellectual Capital Management and Knowledge Management was

further reviewed.

Also, a review of IC ontologies was carried before the adoption by this writer of the
Skandia model as a comprehensive representation of the intangible constituents.

Ramified propositions on Management Fads were reviewed and this writer
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acknowledged the relatively constant transience in the discourse promoting various

management techniques.

Lastly, KM limitations and the constraints of measurement were critically considered
and the writer was unable to concur with the recommended valuation methods of the

RICS research group on intangible asset valuation.

Further to a holistic understanding of the dual concepts of KM and IC, the critical
outcome of reviews in this chapter is the reconsideration by this Researcher of the
original research aim, which was narrowly geared to only a positivistic determination of
KM Impacts on Commercial Property Returns & values. More research questions need
to be generated which would encompass the diversity of core phenomenological issues

embedded in this concept.
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3.0 Introduction to Real Estate Industry

Property ownership and proclaimed rights in land, predates the dawn of civilisation.
Possibly, it exists even among the primates and creatures of the wild, through the
concept of territorial segregation, habitat selection or natural selection (Darwin, 1859;
Storch & Frynta, 2000; CluttonBrock & Guinness, 1999).

In a divergence to evolutionary propositions, the Swiss Philosopher Jean-Jacques
Rousseau (1712-1778) suggested in his work (Discourse on the Origin of Inequality,
1755) that the first sin was committed when the first man delineated a piece of land and
appropriated this as his own. But for this act, humanity would have been spared infinite
crimes, wars, homicides and murders. "Now men had to progress, acquiring knowledge
and arts, transmitting and increasing these from generation to generation, before they

reach the last stage in the natural human state” (Rousseau, 1762, pp 19).

For long centuries, most wars were fought for the possession of land, and the average
man everywhere lived in close association with the soil, fields, forests, and fishing
grounds that provided him with sustenance. The basic and underlying significance of
land resources to mankind can never be gauged simply in terms of their relative

economic contributions to a nation’s economy (Barlowe, 1978).

Many influences have shaped the character of property rights, including economic
needs, custom, history, religion and politics. Indeed, the very way in which land has
been allocated and held has usually constituted one of the fundamental aspects of a
culture, not least because this control has often formed the basis of economic, social
and political power (Edington, 1997).

Property (or real estate) is the embodiment of legal or equitable interests in land. In the
economic sense, it includes natural resources such as coal, oil, water, natural

vegetation and climate'. (Abbott, 1987; Ratcliffe,1976, Card, 1998).

Card et al (1998) stated that in traditional legal terms, the concept of ownership of land
or property is based on the latin maxim “cuius est solum, eius est usque ad coelum et

ad inferos”, which may be translated as “he who owns" the surface also owns

' Put differently land may be conceived as space, nature, a factor of production, a consumption good, bundle of iegai
rights, a store of wealth and indeed as a deity (Barlowe, 1978)
" That is, owns a freehold in UK, though legal or equitable assignment of this spatial right is possible

66



Ph.D Research - KM In Property Businesses Cyril A Ogunmakin

indefinitely upwards and downwards from the surface”. The essential characteristics of

property are:-

o |tis afactor of production;

e |tis heterogeneous;

¢ Generally affords good security for money over a long period;
¢ |t cannot be easily divided into smaller units;

¢ |t can provide a source of income; and

e The total supply of land is fixed.

The characterisation of land resource as a factor of production has led to the concept
of land-use capacity, which is the relative ability of a given unit of property rights to
produce surplus of returns (both tangible and intangible) above the cost of utilisation.
Hence the highest and best use is that purpose or combination of purposes for which it
has the highest comparative advantage or least comparative disadvantage relative to
competing alternative uses (Barlowe, 1978).

3.10 The Property Market:

An advocate of political economy, Adam Smith (1776), described the workings of a
market as an ‘invisible hand’. The term “market” is an abstract concept concerning all
arrangements that individuals have for exchanging a good/product or service with one
another. Developments in international communications, trade and technology have
enabled the market process to continue the interaction of suppliers and consumers
without the need for both parties to meet at a formal location (Warren, M. 2000).

The interaction of supply and demand factors as a mechanism for price determination
underpins the concept of a physical or virtual market. Below is a simple demand and
supply curve showing price or rent profit determination (Barlowe, 1978, Ball,1998). A
situation in which the plans of buyers and the plans of sellers exactly mesh is known as

the equilibrium price - E (Myers, 1994).
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(£)

Quantity (of buildings or space)

Fig C-1:  Equilibrium Price Determination

According to Barlowe (1978, pp131), “Land rent is the key concept in land economic
theory. It provides a theoretical base for explaining the value we place on real estate
resources and much of the incentive we have for their ownership. It influences the
allocation of real estate resources between individuals and between competing uses. It
also has important effects upon leasing arrangements, taxation policies, the economics
of land development and conservation, and several other aspects of land-resource

use .

The property market consists of a series of smaller markets, each of which is local in
nature, but forms an aggregate global market. It can be broadly divided into four

components, viz.:-

The User or Occupier market;
The financial market;

The development market; and

P WODN -

The urban & rural land market.

Besides being complex in the form of its imperfection, it is also diverse in the range of
its activities. Nevertheless prospective investors, in appraising alternative opportunities,
will assess the security that any investment affords to capital, the probability of secure
and regular income, the expectation of future income or capital growth, the liquidity
rating of the investment and the management expense involved in ownership (Ratcliffe,
1976).
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Supply and demand factors interact (overtly in a relatively free market or covertly as
latent value in a controlled society — Ratcliffe, 1976) to mostly determine rent. It is
influenced by variations in knowledge, market expectations and other socio- economic
factors — such as transportation, location, access to essential services, statutory

regulations, government policies, demographic issues etc.

For there to be full equilibrium in the overall property market, all four sub-markets must
simultaneously be in equilibrium. Whilst three of the markets hold commercial property
as a stock, the development market creates a flow. It is assumed that new office
building takes place only when overall office demand exceeds supply in the existing
stock. Development then occurs until the excess demand for offices is satisfied, at
which time office building or redevelopment will cease (Ball, 1998)

Alternatively, the property market may be delineated in terms of use and classified into,

residential, industrial, commercial, leisure uses.

As a result of the unique characteristics of property as an investment, tfransactions in
interests (legal or equitable rights) are governed by legal and statutory guidelines. An
interest comes into existence because a bundle of rights is wanted. No rights would be
wanted unless their owners can exclude others from them. These rights must be clearly
defined and are capable of long term existence (Harvey, 1981).

Mackmin (1999) described the real estate market in UK in the 1960s and 1970s as one
of rapid growth and change. He said new demands of occupiers meant that many of
the existing buildings could no longer satisfy demand for modern manufacturing space,
large open-plan flexible office buildings, larger retail stores, land to be developed into
leisure units and related activities. However with the government’s decision to deflate
the economy in November 1973 (Fraser, 1984) there was a rapid slow down of market
activities, substantial fall in market prices and real estate asset values.

Following the depression of 1973-75, UK experienced another severe economic

recession again in 1991-1993.

The property market recession of the 1990s has reinforced the importance of rent.
Occupiers are having to reassess their commitment to property as profits become
harder to earn and investors are being forced to reassess their attitude to tenants and
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to consider the precise value of different lease structures as the standard lease
fragments (Lizieri et al., 1997).

The recessions also caused a fundamental rethink in corporate and public sector life. In
addition a rapid change in information technology increasingly changed the way that
markets react and the way organisations do business. Markets have become global
and changes in local markets have become erratic and volatile (Jones & Gibson,
1995).

In spite of this chequered past, the property market in UK continues to grow in
importance and diversity. According to Baum (2001), the UK property market employs
more people than any other industry and at least 10% of the total workforce is directly
employed by the property industry. Though the ownership pattern of many sectors can
be directly determined through a perusal of stock ownership on the LSE (London Stock
Exchange) or LIFFE (London International Financial Futures & Options Exchange), the
value of quoted companies in the property market is however a minor fraction of the
whole. This is because owner-occupation dominates the residential, manufacturing and

public sectors of the market.

The commercial property market can further be segregated by:

] Ownership (quoted companies, public or private ownership);
] Use (retail, leisure, office and industrial),
= Location (regional, urban and rural) or by

= Quality (newly built or refurbished).

Property Companies & Consultants:

Players comprise both quoted and private companies whose activities include
developments, investments or fund management within the market.

In terms of professional activities, the predominant organisation is the Royal Institution
of Chartered Surveyors (RICS), which represents over 110,000 members in 120
countries, with over 84,000 members in UK. It is an independent not-for-profit
organisation that regulates and steers the activities of its members in UK. Other bodies
are Institute of Revenue Rating & Valuation (IRRV), British Institute of Facilities
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Management (BIFM), National Association of Estate Agents (NAEA), British Council for
Offices (BCO) and Chartered Institute of Building (CIOB).

Price, Green & Matzdorf (1999) observed that the surveying profession have as
constraints to organisational learning the emphasis on individuality and the syndrome
that learning is only for those not qualified or knowledgeable.

Significantly, all the professional bodies in the property industry now place emphasis on
continuous professional development through learning and retraining in order to cope
with a fast changing work environment, technology or enabling tools and customer
knowledge base. This is a conscious effort by these bodies to seize the initiative and

drive their members forward into the evolving knowledge era.

However, does the property profession have a culture of sharing knowledge? Not
according to Nunnington & Kennie (2002) who posit that the traditional focus on
transactional fee earning operations and arms length relationship with the client does
not assist in the development of a culture to promote externalisation of tacit knowledge

or the creation of learning organisations.

This study will focus on the activities of privately owned commercial property
investment companies, because the management policy of their assets are more
discernible and possibly the effectiveness can be isolated from other market variables
— unlike segregated funds, Authorised Property Units and other quoted instruments
which are subject to multi-level decision making tree (French & French, 1997) modern
portfolio theories (based on complex projections of volatility & gearing) and statutory

regulatory bodies.

3.20 Property Management: Drivers of Change

Essentially, property management is a professional activity that assists owners in
achieving their investment objectives' through delivery of quality services. In
consequence, the scope of the property managers duties is wide. Some act as
consultants, recommending ways of remodelling a property or changing its use in order
to maximise income. Corporate real estate competencies have changed from merely

! Usually by maximising returns, minimising costs or enhancing property values
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technical stage through analytical, problem-solving and business planning stages to
reach the need for real estate experts to have strategic competencies (Walters, 1979;
Joroff & Others, 1993).

Weatherhead (1997), states that, changes during the 1990s have resulted in an
increasing gap between those organisations, which have addressed the need for
corporate real estate strategies and corresponding management requirements, and
those that have not. The latter are ignoring management of a resource, which, on
average, is 30% of their fixed asset value. Typically, research by Avis & Gibson [1995],
found that management of real estate assets is reactive rather than proactive.

Also, research for Hillier Parker (Bannock and Partners, 1994) has suggested that a
5% savings in real estate costs will result in up to a 1% saving in total costs, in retailing,

with less impact in other sectors.

In the information age, consumers of commercial properties (both tenants & buyers)
have access to hiétoric data and online information, which widens their choice and
enlightens them on the opportunity costs of any choice (in legal, economic and physical
terms). Laundon & Starbuck (1996) argue that professional firms may have more
difficulty in sustaining monopolistic positions than other knowledge based firms and

that their products are easy to imitate and their positions precarious.

Utilising the tornado concept as a change management tool for professionals in the
property industry, Nunnington & Kennie (2002) identified the drivers to include removal
of knowledge monopolies, increasing challenge to traditional management concepts,
increasing pressure on professional institutions to justify their roles, advent of property
outsourcing as a strategic choice, the unitisation of property as an investment medium,
technologically induced modifications to workplace culture and increasing demand for a
partnership role between landlords and tenants.

In response to these drivers of change, there is an increasing array of property
management methods, such as product differentiation through life-style marketing,
flexibility of tenure, over-lapping product life-cycles, outsourcing and vertical
integration. Innovative space utility designs’, radical changes in occupation

! Introduced by Moore (1995) — where discontinuous change can leave professionals in the relative calm in the centre

of paradigm shifts akin to a tornado effect.
" This is also related to the need to facilitate KM through Workspace design (Ward & Holtham, 2600)
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characteristics (such as hotelling, hot-desking, touchdown spots, bundling, cyber-cafes
etc) are amongst these techniques of minimising cost and maximising returns or
adopted in order to meet the challenge of providing competitive products
(Weatherhead, 1997; Edington, 1997; Avis & Gibson, 1995, McAllister, 2002).

Commenting on the pressure on landlords to innovate, McAllister (2002) states that the
supply of services by landlords is being facilitated by the emergence of web-based
technologies and driven by increased pressures on landlords to be innovative and
customer focussed. The demand is being created by the trend for businesses to
outsource non-core functions. As a result, landlords are beginning to ‘bundle’ space

and services provision to tenants.

the property challenge mo

Knowfedae Economies and tbs rise and rise of the The rise of a service led
Internet; approach:
CHALLENGE - public I corporate pfiippp

- Corporate PFI/PPP:
- competitive advantage through
diversified landlord services

To offer more anal/ysts atm services that the client cannot
do for themselves

CHALLENGE
The changing nature the adoption of a service led
of diversity: culture
CHALLENGE The Real Estate
Re-appralstng economics: ian-
the dynamics, linkages fz‘;:sfesswn' Widespread adoption of
globalisation and professional bodies
transparency ofreal individual consultants CHALLENGE )
estate investment Greater understanding of

investment options and in
MarKat Fragmentation appraisal techniques
and Customer
sophistication: Changing nature of real estate
CHALLENGE Clients demand Holistic, client products / services:
Greater focused and Integrated solutions: CHALLENGE
understanding CHALLENGE . . New valuation methodologies/ global
of the sub-market Greater understanding orbusiness; standards, Reappraisal ofriskiliqul
dynamics and unification of organisations expertise and investment characteristics.
customer and the breaking down of transaction More flexible and demanding
preferences based departments. Education and Professional training

Fig C-2: The Property Challenge Model

According to Nunnington & Kennie (2002) the drivers of change previously identified
forms the substance of the tornado that is currently buffeting the real estate profession.
The challenges that result from this are shown in Figure C-2, and this model demands
that both the firms and professional bodies involved in real estate move out (if they
have not already started to do so) of the calm in the eye of the tornado to embrace the

challenges posed by the swirling winds of change around them.
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Hence, as a result of the new knowledge era, many businesses are undertaking
fundamental re-assessment (and shifts) of traditional paradigms, mergers with
complementary companies, re-organisation and repositioning in the new dispensation.
This has potent implications for the commercial property market in terms of the

interplay of both micro and macro economic factors.

3.30 Valuation and Yields

Market factors of demand and supply influence the allocation of scarce resource
between competing needs. This choice of allocation is measured in relation to
alternative uses and potential rewards from these uses. This reward is termed as
returns or yields in the property market. The allocation of resources must be efficient if

the returns expected are to be maximised.

An investment property is one on which construction work and development is
complete, which is held for its investment potential with any rental income being
negotiated at arm’s length, is not used by the business operation. It will be treated in
the accounts according to the requirements for investment property given in Statement
of Standard Accounting Practice 19 (Accounting Standards Committee, 1981)

(Weatherhead, 1997).

Though prices or rents are primarily a product of the market, properties possess a
complex set of attributes, which have to be thoroughly analysed by a trained
professional (in relation to comparative data or trends in the market) before the values
inherent can be determined (Baum et al, 1998).

The reasons for determining the value of a property are numerous, a recent survey of
20 institutional respondents by Baum et al (1999), revealed the following:

Reasons For External Valuations

Financial Statement 18

Performance Measurement | 17

Advice Sale 5
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Advice Acquisition 9
Loan 6
Portfolio 5
Other 1

Table C-1: Reasons For External Valuation source: Baum et ai (1999)

A potential buyer or seller of an interest in real property will consider the present value
of the potential income he expects to receive from the investment, or if he is
contemplating buying or selling the interest giving the right to occupy the property, the

present value of rent he would have to pay, or would receive (Lean, 1977)

Relative to other types of investment in the stock exchange, property has performed

consistently well over the long term of 10 - 30 yrs (see Fig C-3 below)

PROPERTY VS OTHER ASSE fS
TOTAL RETLR1»5

10 yen's 3 li yea ul
= PROPERTY = UK EQUITIES «m S-T1- H OVERSEAS £0 UITIES .

Source: BPF/IPD

Fig C-3 - Property V. Other Assets

The practice of commercial property valuation in UK is strictly regulated by the Royal

Institution of Chartered Surveyors.

The institution publishes a set of Practice Statements and Guidance Notes on property
valuation (for financial statements and other publicly available documents) in
conjunction with the Institute of Rating & Revenue Valuation (IRRV). Originally
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developed in the 1970s, the 5th edition of the RICS Appraisal and Valuation Standards
(popularly known as the Red Book) came into force in May 2003. It sets out a
comprehensive code of mandatory practice, guidance notes, definitions of key terms,
basis of valuation and best practice examples to follow. The latest edition incorporates
internationally accepted valuation standards, such as those set by International

Valuation standards Committee (IVSC).

Within The Red Book (2003), Market Value (MV) is defined as:

“The estimated amount for which an asset should exchange on the date of valuation
between a willing buyer and a willing seller in an arm's-length transaction after proper
marketing wherein the parties had each acted knowledgeably, prudently and without

compulsion”.

Though adopted by the IVSC, this definition is expected to produce the same valuation
as the RICS definition of Open Market Value (OMV). Various assumptions are clarified
in the manual, such as, the possible substitution of ‘property’ for ‘asset’ in the definition,
the requirement for the hypothetical parties to be acting without compulsion and acting
with reasonable knowledge or advice of Consultants. Also the property is expected to
have been exposed to the market for a reasonable period of time (determined by the

peculiarities of the property, location and market) and ignoring special purchasers.

In this study, the term “Capital Value” will be used mostly as the measure of a
property’s market price. The Red book describes valuation as a professional
individual's opinion of the capital or rental price or value of a property on a defined
basis that are founded upon relevant facts and defined assumptions - such as OMV or
MV.

However, there has been a lot of debate on the accuracy of valuations as an estimate
of either market price or inherent value (Hager and Lord, 1985; Brown, 1985; 1992;
Fraser, 1985; Lizieri and Venmore-Rowland, 1993; Reid, 1985). Further debate has
centered on the reliability of valuation process in terms the role of Valuers and
influence of clients on value (Baum, Crosby, Gallimore, McAllister & gray, 1999),
heuristics and cognitive bias of Valuers (Northcraft and Neale, 1987; Diaz, 1990;

Gallimore, 1994; and Wolverton; 1996).
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Bretten & Wyatt (2001) argued that Valuers do not operate with perfect market
knowledge and ‘valuation variance’ (difference on opinion from two or more Valuers on
same property in a short term) may arise due to errors of judgement, heterogeneity of
property, paucity of real market transactions etc. Adair et al (1996) found the average
valuation variance between firms to be 9.53% from mean valuation of each property.
Sometimes this variance could arise due to pressure from clients on the valuer
(Harvard, 1996; Levy & Schuck, 1998; Murdoch & Murdoch, 1997). Though Diaz
(1998) agued that less experienced Valuers are inclined to be more methodical than

experienced ones.

In the cases of Singer & Friedlander Ltd v. John Wood & Co. [1977], 2 EGLR 84,
Zubaida v. Hargreaves [1995], 1 EGLR 127 and Craneheath Securities v. York
Montague Ltd [1996] 1 EGLR 126; it was recognised that valuation in not a science but
an art and the instinctive ‘feel’ of experienced Valuers for the market cannot be
ignored. Therefore, Crosby et al (1998) determined in a study of 38 valuation
negligence cases in the High Court that the established trend of permissible margin of
error lie between 10-14.99% , with maximum of 20%.

In support of reliance on reported valuations, Blundell (1995) studied records of
collected data on sale and values between 1971 - 1993 and concluded that property
valuations are an acceptable proxy for price (especially for portfolios of reasonable
size) — see also Bowles, McAllister & Tarbert, (2001). Paradoxically, Baum et al (1996)
suggest the near-convergence of valuation and prices may simply be as a result of
influence of Valuers on Market Prices (since both Sellers & Buyers tend to take advise

from valuation professionals operating similarly).

In this study, capital values reported by the case study respondent in their annual
accounts' and benchmarking databases will be accepted as sufficient evidence of
market price, since the essence of the research is to determine if these can be
impacted upon through employment of KM initiatives.

' As determined by their Valuers
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3.40 KM in Property Industry

In a conference paper, Jones & Gibson (1995) described the commercial environment
as one that is changing rapidly in the 1990s. They said all types and sizes of
organisations are now facing the challenge of surviving in a highly competitive
environment. That in order to succeed, organisations are turning to new management
initiatives to preserve and improve their profitability by reducing expenditure while at
the same time retaining their market share and their income (see also Lizieri et al,
1997). The key management issues which they identified as impacting on property are

as shown in Fig C-4.

Identifying
new market
opportunities

Focusing on

core business

Quality
improvement

International
expansion

Investment in
new technology

Downsizing

Reward Property
~ strategies for Re-engineering
key personnel business
processes
Flexible working lri'::::::::g
practice communication
. Improving
Fostering external
creativity communication
Costs & value

Fig C-4: Key management Issues Which Impact on Property
(Jones & Gibson, 1995)

Samuells' (2001), writing on KM in real estate organisations made the following

comments:

» That real estate organisations require real-time access to knowledge on a variety of
subjects - including information on the core business and conditions affecting it, the

"' A Consultant with Jones Lang LaSalle's Global Consulting group,
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business units' current objectives and corresponding real estate requirements, and

the latest thinking in approaches to real estate;

= The main goals of KM to these organisations are improving efficiency and
streamlining communication processes, allowing team members to focus on
creativity and innovation, rather than on locating information;

= The results are improved response time and service quality, strengthening of the
team by developing, attracting, and retaining high quality team members;

= With the demands of the business world advancing at an ever-increasing pace, a
solid KM programme can give a real estate organisation an invaluable advantage;

= Access to a body of knowledge, fast, centralised, organised, and accessible
knowledge frees up valuable time to focus on creating thoughtful and innovative

approaches rather than focusing on data capture from disparate sources.

Though based on extensive consultancy work, Samuells did not express any empirical
data or research to back up the above assertions. On the other hand, a few researches
have been conducted on the effect of KM on the Architecture, Engineering and
Construction (AEC) sub-sectors of the property industry (please see next section for

more).

One of the participating companies in the Know-Net Model for KM implementation is a
consulting firm of Surveyors, Nai Gooch Webster. However enquiries made by this
author reveal that only a few staff at management level are aware of this tool in the
company and it is basically offered as a management solution to clients but not utilised

in-house.

Many other owners of property interest in UK have over the years adopted various
management strategies (Jones & Gibson, 1995; Samuells, 2001; Edington, 1997;
Lizieri et al, 1997; McAllister, 2002) to deal with a changing business environment.
Perhaps some of these initiatives conform with KM characteristics, no known formal
study has been conducted to determine this or the effectiveness of the initiatives in

relation to business outcome.

According to Lofton (1999), in USA the Tax Reform Act of 1986 is cited by many as the
birth of real estate's new digital discipline in addition to the information overload caused
by the complex holdings of REITs (Real Estate Investment Trusts). Hence the
development of various softwares which are user friendly but able to handle the critical
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mass of information efficiently. The unit cost per application was made more affordable
through Application Service Providers (ASPs) who offer bundled access to the most
sophisticated systems, maintenance and support, entirely operated through the internet

and in real-time.

Another driver in USA is computerisation (Alder, 1995). The property management
companies are expanding from the limited services of traditional property management
into full range of facilities management services, they are also moving into asset
management, providing hold/ sell analyses, valuations, capital expenditure forecasts
and cash flow projection (Weatherhead, 1997; Alder, 1995).

In UK in addition to various add-on services being provided by landlords (such as
facilities management, fit-out services, dry cleaning, internet connectivity etc), a new
wave of e-procurement services are also being added to a growing list of customer
focussed initiatives (McAllister, 2002)

3.41 KM on Architecture, Engineering & Construction (AEC)

sub-sectors:

The AEC Industry is a project based one with increasing application of KM initiatives to
leverage better corporate values, minimise expenditure and achieve greater client
satisfaction and innovation in project conception to delivery (Egbu, 2001; Egan, 1998;
Kamara et al, 2002).

A simplified model of the fragmented nature of this industry is as shown in Fig C-5:

Construction Process

Client (demand lor facility) Construction Industry (supply of facility) Client (use of facility)
Project Design of Construction Use of
Conception Facility of Facility’ Facility
Output: Output: Output:
client requirements design drawings, etc. completed facility
Feedback

Fig C-5: Simplified Model Of Construction Process (Kamara et al, 2002)
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The construction industry covers a wide range of loosely integrated groups and
organisations involved in the production, renewal, alteration, repair and maintenance of
certain capital goods. Capital funds are required to finance the equipment and site
works and management has to plan, co-ordinate and organise the factors of production
based on detailed design previously carried out. Production takes place at the site
where the product is to be used, yet each product is a separate design, and with

unique engineering and production problems (Lean,1977).

Whilst the term ‘Knowledge Management is relatively new in the industry (Kazi et al,
1999), there are two critical requirements to manage knowledge within projects and
manage knowledge within AEC firms (Kamara et al, 2002). KM within projects changes
in context and content over the lifecycle of each one. This is because more
innovativeness is required at the design stage whilst the construction stage is fully
planned and programmed. Additional constraint on KM within projects is the difficulty of
transferring knowledge between the interfaces.

The involvement of multiple organisations in a project means that the transfer of
knowledge from one stage to the next is dependent on the kind of procurement
strategy or contract type adopted for the project (McCarthy et al., 2000).

Within the individual AEC firms, the challenge of KM is to successfully transfer
- knowledge across different projects. Also they need to involve skilled workers in order
to capture and codify the type of team and individual knowledge necessary to organise
and execute independent tasks in an efficient way (Kamara et al, 2002).

Holtham & Ward (2001) suggested that small units' undertake intensive knowledge
work in a bounded period of time'. When viewed from a knowledge perspective, these
experiences rarely pass effectively into a collective memory, even though the stories
and histories, which are created, are fundamental to the whole narrative of the
enterprise, or to future productions.

In a research carried out by Loughborough University based on a sample of 15
companies in the AEC sector and an independent case study of Arup, the key drivers
for KM is the need to cope with high staff turnovers, changing business practices,
minimisation of waste, prevention of effort duplication and effective management of the

! Of interdisciplinary teams (sometimes of temporary tenure) which makeup an organisation or projects
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supply chain in project delivery (Sheehan, 2000; Kamara et al, 2002). Whilst the firms
relied on accumulated knowledge of individuals, they made use of post project reviews
and had a repository for knowledge captured or knowledge bank (Sheehan, 2000).
They found as constraints to KM the reliance on informal relationships for the transfer
of knowledge to be less effective if staff are not located in the same base and
possibility of rivalries between departments if there is inadequate support to minimise

or discourage this.

The conclusion drawn by Kamara et al (2002) is that although the label ‘KM’ is not
often used, knowledge is being managed through people-based strategies and other
organisational arrangements. However, the absence of a proactive KM strategy in AEC
firms does not allow for full exploitation of the intellectual assets available to them.
They observed that current practices of management of knowledge do not adequately
address the range of issues for KM within the industry. This writer is in agreement with
their recommendation that a KM strategy should integrate both organic and
mechanistic systems as key ingredients for a successful initiative.

Whilst concurring with many of the above observations, Egbu et al (2001) confirmed
that many AEC organisations ethnographically researched were at ‘various stages of
maturity’ in KM and Intellectual Capital. In addition they argued that proper
implementation of these initiatives will not only lead to strategic advantages but likely to

contribute to cost reduction and product innovation.

3.50 The North West of England

Further to the justification in section 1.20 for limiting the scope of this study to
commercial properties in urban settings, the Researcher explored the potential access
to required data and sample population at the outset of this study. Whilst Yorkshire &
Humber would represent the nearest location to the research base in Sheffield, the
commercial market is deemed untypical of major urban areas in UK (with the exception
of Leeds). On the other hand, outside London metropolis and Birmingham, Manchester
and Glasgow are the next key metropolitan areas with mature commercial property
markets and financial clout. Therefore, a decision was made to focus on the NW as the
research population.

! Projects with a beginning, a middie, an overunn and eventually an end either intended or unintended
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The North West is one of the 10 regions of England in U.K as shown below. It was the
hub of the industrial revolution in the 18th - 19th century, with numerous pioneering
achievements - such as John Dalton’s atomic theory, splitting the atom by Ernest
Rutherford, first true railway in 1830 , first computer with stored programme and
memory etc.

Covering an area of 14,165 sq.km and a population of 6.9 million (a reduction of 7.1
million in 1971 - nearly 12% of the UK’s population). The region boasts of very good
transport networks including two international airports Liverpool John Moore Airport &
Manchester Airport (the £400m recent investment into additional terminals and a

second runway will enable passenger numbers to increase to over 40.7 million per

Statistic® Region; of the United Kingdom

WEST

EAST
MIDLANDS

EAST

SOUTH EAST

Fig C-6: Northwest of England source: ons, 2003

year), tram & train network, motorways and ports / waterways. Economically the N.W'’s
GDP was £17 billion in 2000, which was just over 10% of the UK average.
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The North West of U.K comprises Cheshire, Lancashire, Cumbria counties, Merseyside
Metropolitan County and Greater Manchester Metropolitan County. The North West
Development Agency (NWDA), declares that “with two great metropolitan areas and a
total population greater than that of several European countries it is the largest region
outside of London and the South East. The region incorporates the renowned cities of

Chester, Liverpool, Manchester, Lancaster and Carlisle”.

Asst December 2000 Retail Retail Office industrial Other All properties
warehouse

By capital value

North West £3.064m £1.243m £1.115m £1.062m £260m £6,743m
WK £33.924m £12.334m £34.435m £13.121m £3.526m £97.340m
North West as a % of the UK 9.0% 10.1% 3.2% 8.1% 7.4% 6.9%

By number of properties

North West 496 103 162 256 49 1.066
UK 5.052 1.029 3,607 2.514 1.058 13.260
North West as a % of the UK 9.8% 10.0% 4.5% 10.2% 4.6% 8.0%

Source Im &nietit Property IteteharA

Table C-2 : Capital Values Profile of NW

The urban areas of Manchester and Liverpool account for 60% of the population of the
North West despite covering only 14% of its land area. Manchester is an important

financial centre with 60 merchant banks, overseas and clearing banks.

The North West Development Agency (NWDA) describes England's Northwest as one
of the largest and most diverse economies in Europe. The extraordinary success of
companies in the region they claim is due to the dynamic business environment,
innovative and productive people, and excellent transport links to the rest of the world.
Already established as a great place to do business, with GDP in excess of £75.8
billion, the region's economy is bigger than several European countries; and it boasts
over 350,000 companies, 1,700 of which are overseas-owned and three quarters of the
top 100 companies have bases there - these include Jaguar, Siemens, and

AstraZeneca.

The property market in Manchester is presently a very vibrant one. But this was not

always the case. Having gained importance many centuries ago as one of the vital
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settiements of the conquering Roman Army (about 200AD), it subsequently became
one of the nerve centres of the industrial revolution in the 18" and 19" centuries.

However, over the years, the industrial revolution left its toils and many area fell into
decline, part of which are only just being recovered as a result a major govt
initiatives/PFI e.g the ongoing North East Manchester regeneration scheme, and
previously successful Castlefield & Piccadilly regeneration schemes. Manchester’s
office market is currently in an active state and has a wide choice of properties - from
new office developments through to refurbished properties and business centres - all
extremely competitively priced.

3.60 Chapter Summary

This chapter explores the origin and nature of rights in property and segmentation of
the property market based on various criteria of ownership, use, location, building type

and so on.

Whilst trite economic theories have established that property returns and values are
directly influenced by the market variables of demand and supply, what has become
essential over the centuries has also been the role of the entrepreneur in combining
these factors of production at their optimal capacity.

The highest level of use is determined by the highest ‘transfer earnings’ from various
opportunity costs of land (Ratcliffe, 1976). Certainly, the determination of any property’s
highest and best use is a function of knowledge, know-how and know-when. It is this
capacity to manage the intellectual capital of an organisation and leverage it effectively
as a means to achieve corporate goals that could possibly create a sustainable

advantage in a competitive market.

The returns on a commercial property can directly be enhanced through efficient and
effective delivery of required service (Bannock and Partners, 1994). Efficiency is
concerned with doing things right, while effectiveness is doing the right things (Drucker,
P, 1974). While efficiency is a requisite for survival, effectiveness forms the groundwork

for success.
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Generally, the sub-markets are strongly interlinked e.g in an upswing, economic activity
generates demand for the occupation of property and, as user demand increases, rents
rise and vacancy rates fall. Developers take these market signals and begin to develop,
and lenders and investors are willing to fund the developments or to purchase the
completed developments. Increases in development profitability lead to a reduction in

yields and attendant rise in property values.

In their research on AEC subsectors, Egbu et al (2001b, p.8) concluded that “there is
scope for improved awareness of the contribution of KM and IC in construction
organisations. Similarly, with few formal approaches for measuring the benefits
associated with the management of knowledge and intellectual capital in construction

organisations, there is a need for more empirical research in this very important area.”

Hence, this study empirically explores the influence of KM Practices in commercial
property businesses? What sort of impacts? Can this be seen in terms of the
organisation’s intellectual capital? Could these reduce cost or increase returns and add
value? Can deductions be found in the property industry, which follows established
theories of KM or new theories induced from variant observations in this sector? What
role has organisational culture got to play in the shifting or convergence of employee
and client mindsets?

3.6.1 Modifications of Research Goals

At the onset of this research, the Researcher’s aim was to establish the impacts of KM
on commercial property returns and capital values only. The positivistic-based
objectives designed to achieve this were as follows:

1. Evaluation of existing knowledge management strategies and tools in selected
organisations;

2. Identification of cost/return patterns within the industry (in a selected region);

3. Elicitation of tangible impacts on commercial property returns/values when
subjected to knowledge management, independent of traditional market variables;
and

4. Development of a model, which simulates the dynamics as an innovative tool to all
players in the real estate industry.
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However, following an enlightening review of literature and focussed interaction with
players in the industry, it became obvious that the aim was too steeped in positivistic
paradigm in a sector that grapples with phenomenological issues constantly. Hence the
original research aim was not only poised to capture insufficient data for analytic study
but also risked being irrelevant to the real concerns of players in the industry.

Commercial property businesses want to achieve tangible goals such as increasing
profit through higher income or less cost, achieving growth in portfolio size to enhance
critical mass in gearing, and reducing void in property and staff turnover. These goals
are in reality not discrete variables that are disconnected to phenomenological
intangibles - such as achieving customer satisfaction (as a lead to higher patronage,
loyalty and less void); achieving staff satisfaction (to reduce turnover and attract
knowledge workers); training and management of employees (to increase or sustain
productivity and innovation in a changing market); establishing quality branding and
achieving positive public recognition; sustaining or changing organisational culture;
achieving efficient communication means or networking, better quality of service etc.

Many of these business goals supports organisations’ human, structural or customer
capitals; and the difference in competitiveness and profitability of any commercial
property business could depend on their degree of success in managing their IC.

Therefore the research aim was modified to reflect a realistic focus, albeit more
complex since it would now involve both tangible and intangibles in its variables.

Hence, the aim' of the research will be to explore the influence of knowledge
management practices on commercial property businesses. In order to do this, the

following objectives have been identified:

1. Evaluation of existing pattern of KM and ICM deployment within selected
organisations (sample population) in the North West;

2. Exploration of the dynamics of knowledge Management practices with commercial
property business goals in a selected case study;

3. Comparison of growth and return patterns within the selected case study,
implementing KM practices, to the industry’s benchmarks;

4. Development of a model, which captures this dynamics as an innovative tool to
players in the real estate sector; and

' See Summary of Chapter Four for the research questions
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5. Generating focussed questions for further research.

KM & ICM Practices

Single Initiative or a Basket of Initiatives? Adding Value to
What are these? * Business Goals
Are these adopted by Commercial Properties Businesses * Structural Cap|tal
in the NW? *  Human Capital

How does the organisation (s) implementing KM * Customer Capital

practices compare with the sector benchmarks

S

Commercial Property Businesses
Privately and not Publicly Owned Companies
Investors in Commercial Property Sector i.e Offices,

Retail, Mixed Uses etc
Directly manage all or part of the property portfolio

Fig C-7: Deconstructing The Research Aim

As a summative recount, the Researcher opted for a Kantian synthesis between
philosophical rationalism and empiricism. This provided a vibrant epistemological
foundation to the adoption of Nonaka & Takeuchi’s model of knowledge conversion

from tacit to explicit.

The study derived a cyclic model of data-information-knowledge transition,
acknowledged the role of organisational culture in the convergence of individual
mindset, concurred with the Skandia’s model of 1C and adjusted the research

objectives from extreme positivism to phenomenological orthodoxy.
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Fig C-8: The Research Jigsaw

89

Cyril A Ogunmakin



Ph.D Research - KM In Property Businesses Cyril A Ogunmakin

Clhgygiiar Fowr }

90



Ph.D Research - KM In Property Businesses Cyril A Ogunmakin

4.0 Whatis Research?

Research has been described by Hughes & Sharrock (1997) as the process of
discovering something that is not already known. It is a reasoned process done with
scrupulousness, with rigour, with careful weighing of evidence and the arguments, with

some methodology.

4.10 Nature of Research

Whilst the precise definition of research has been submerged in very divergent
approaches, the resonant factor observable from various writers on the subject is that,
there is no consensus to what it means to different people (Hussey & Collis, 2003;
Hughes & Sharrock, 1997; Moser & Kalton, 1983). However, there appears to be some
agreement on the inclusion of the following issues in its meaning and purpose;

— ltis a process of enquiry and investigation;

— ltis systematic and methodical

— It seeks to increase knowledge

— ltreviews and synthesise existing knowledge
— It seeks to explain a new phenomenon

— It seeks to provide solutions to problems; and
— It explores and analyses more general issues

Further to the points adumbrated thus far, research is driven by the interaction of data
and theory. Data controls the theories we adopt and the direction in which we refine
them. Theory directs and constrains both the sort of observations or experiments that
are done to collect data and the means with which they are undertaken. The role of
research is to test theories and to provide material for the development of laws
(Bryman, 2001).

Construction and the built environment (BE) draw on a wide variety of established
subjects/disciplines, including natural sciences, social sciences, engineering and
management. These are then applied to the particular BE context and requirements

(Fellows and Liu, 1997).
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4.1.1 Research Classification:

Research has been classified by Hussey et al (2003) according to purpose, process,
logic and outcome. With purpose as a premise, research can be divided into four broad

types, which are:

= Exploratory Research - is conducted into a problem or issue when there are very
few or no previous studies to which it can refer for information. The aim is to look
for patterns, ideas or hypotheses rather than testing or confirming these and it
rarely provides conclusive answers, but gives guidance on what future research, if
any, should be conducted;

= Descriptive Research - describes phenomena, as they exist. It goes further in
examining a problem than exploratory research, since it is undertaken to ascertain
and describe the characteristics of the pertinent issues;

= Analytical or Explanatory Research- is a continuation of descriptive research. It
aims to understand phenomena by discovering and measuring causal relations
among them. It goés beyond merely describing but analysing and explaining Why or
how it is happening; and lastly

= Predictive Research- which goes even further than explanatory by forecasting the
likelihood of a situation or phenomena occurring on the basis of hypothesised,

general relationships. .

From the foregoing, this research is fundamentally exploratory in nature, due to the
apparent lack of empirical evidence on KM initiatives in Property Businesses in UK
(and elsewhere) (Egbu et al, 2001b; Kamara et -al, 2002).

4.20 Research Paradigm

In research terms, Kuhn (1970) describes a paradigm as a cluster of belief and dictates
which for scientists in a particular discipline (or community of practitioners) influence
how research should be conducted, analysed, and interpreted (Hussey & Collis, 2003;
Schutt, R.K., 1996; Bryman, 1996).
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This Researcher commenced the study within a heuristic comfort zone of positivism.
The simplistic approach would be to apply the principles of natural sciences to the
study of KM dynamics. It would require hypotheses to be formulated for testing based
on deductivism. Logical positivism uses quantitative and experimental methods to test
hypothetical-deductive generalisations. It searches for causal explanation and reduces
the whole to simplest possible elements in order to facilitate analysis (Remenyi, 1998);

However, Bryman (2002) argued against conflating positivism with science, since
philosophers of science and of the social sciences differ quite sharply over how best to
characterise scientific practice. The confusion centres on whether theoretical terms that
are not directly amenable to observation can be considered genuinely scientific and the
epistemological status between observation and theory. Critical Realism for instance
purports to provide an account of scientific practice but recognises the reality of natural
order and the events and discourses of the social world (Bhaskar, 1989).

Social scientists have argued against positivism on the basis that physical sciences
deal with objects whereas social sciences deal with actions and behaviour which are
generated from within the human mind. Hence they regarded phenomenology as a
more appropriate means of research in the social world (Hussey & Collis, 2003).
Phenomenology is the science of phenomenato. A phenomenon is a fact or occurrence
that appears or is perceived, especially one of which the cause is in question (Allen,
1990).

A phenomenological subset in social research is the paradigm of interpretivism, which
denotes a strategy that respects the differences between people and the objects of the
natural sciences and therefore requires the social scientist to grasp the subjective
meaning of social action' (Bryman, 2002). It includes an empathic understanding of
human action rather than with the forces that are deemed to act on it and tends to use
qualitative and naturalistic approaches to inductively and holistically understand human
experience in context-specific settings (Easterby-Smith, 1991; Silverman, 1998;
Bryman 2002)

Table D-1 below provides a pragmatic view of a summary of the two research

paradigms:

93



Ph.D Research - KM In Property Businesses

Cyril A Ogunmakin

Theme

Strengths

Weaknesses

Positivist (quantitative
paradigm)

They can provide wide coverage of
the range of situations

They can be fast and economical

Where statistics are aggregated
from large samples, they may be of
considerable relevance to policy
decisions

The methods used tend to be rather
inflexible and artificial.

They are not very effective in
understanding processes or the
significance that people attach to
actions.

They are not very helpful in
generating theories.

Because they focus on what is, or
what has been recently, they make it
hard for policy makers to infer what
changes and actions should take
place in the future

Phenomenological
(qualitative
paradigm)

Data-gathering methods seen more
as natural than artificial.

Ability to look at change processes
over time.

Ability to
meaning.

understand  people’s

Ability to adjust to new issues and
ideas as they emerge.

Data collection can be tedious and
require more resources.

Analysis and interpretation of data
may be more difficult.

Harder to control the pace, progress
and end-points of research process.

Policy makers may give low credibility
to results from qualitative approach

Contribute to theory generation

Table D-1: Pragmatic Views of Two Research Paradigms (Easterby-Smith, 1991)

The parallelism of symbolic interactionism to hermeneutic-phenomenology qualifies it
as an intellectual influence on interpretivism. Though also not seen as a clear cut case,
it generally argues that interaction takes place in such a way that the individual is
continually interpreting the symbolic meaning of his or her environment (which includes
the actions of others) and acts on the