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K-Audit — A Necessary Step for Successful KM Initiatives
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In the 21% century knowledge became the most meaningful resource of economy. It is
knowledge that determines the health of all business in manufacturing, service or information
sectors. It stands to reason that knowledge is the most important asset that organizations own.
Globalization offered organizations the opportunity to bring new products and services to
wider markets. To succeed in such an environment they need to better utilize their knowledge
resources to build and sustain their competitive advantage. Companies are realizing that
managing their knowledge is the definite answer to almost all of their problems, but they do
little to discover where exactly the problem lies. It is crucial for companies to take a look at
how they can define the exact problem and its roots. As Peter Drucker said: We cannot

manage what we do not know how to measure

The knowledge audit and analysis is the key.
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ntroduction

A knowledge audit (K-Audit) is a syste-
matic and scientific examination and evalua-
tion of organizational knowledge health,
which looks at whether knowledge is ex-
ploited when needed. More specifically, it is
an analysis of the organization’s knowledge
needs, existing knowledge assets or re-
sources, knowledge flows, future knowledge
needs, knowledge gaps, and finally, the be-
havior of people in sharing and creating
knowledge. A knowledge audit can reveal an
organization’s knowledge strengths, weak-
nesses, opportunities, threats and risks (
Cheung et al. 2007; [Hylt02]; [LibwO00];
[SwdtO4]).These benefits imply that the
knowledge audit process cannot be a simple
process or a quick fix solution.
Typically, a K-Audit, which is sometimes
very appropriately called a knowledge man-
agement audit or KM-Audit, includes an ex-
amination of organization’s strategy, leader-
ship, collaborative, learning culture, technol-
ogy infrastructure in its various knowledge
processes. A knowledge audit will help the
audited organization to determine what
knowledge is being managed and how well it
is being managed. The audit helps to make
the knowledge in the company visible. The
organizations have regularly a limited
amount of money to spend on knowledge
management, thus usually audit is conducted

only in areas that hold the most potential for
future growth and strategic advantage. So,
the knowledge audit is usually limited at
identifying, evaluating and rating critical
knowledge within the area specified. In an
ideal world the audit would be a continuous
process. However, in the real world, even if
the process is continuous, it will be conti-
nuous in discrete steps or clumps.

The ease, respectively difficulty in gathering
and collating the information needed as part
of the knowledge audit process is itself an
indicator of the KM capabilities that organi-
zations possess.

Generally executed via some kind of survey
instrument, the knowledge audit is often per-
formed by consultants and like professionals
from outside the organization, but there is lit-
tle reason why an organization should not be
able to audit himself. The KM team is
formed comprising the internal knowledge
audit team members and the external experts.
The internal knowledge audit team must be
cross-functional, including people truly rep-
resentative in organization at least from the
following functional areas: corporate strateg-
ist (brings the big picture perspective into
goal setting), senior management (aligns
long-term KM with business strategy), hu-
man resource manager (brings an understand-
ing of employee skills and skill distribution
within the organization), marketer( provides
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a fair picture of the actual market perfor-
mance of the firm and the possible implica-
tions of its k-assets on the marketability of
the firm’s products and services at a new
price service function), information technol
ogist ( brings in knowledge, skills and exper-
tise for KM technology implementation),
knowledge manager / knowledge analyst (
the central role that integrates inputs from all
other participants of the KM audit team in an
unbiased manner; he contributes to a reason-
ably accurate market valuation of proprietary
technologyand process studied).

Models for auditing KM

A search of public domain literature will find
frequent mention of the requirement for what
is referred to as a “knowledge audit” at the
launch of any KM initiative. However, upon
closer inspection, very little of the literature
investigated the topic beyond the most super-
ficial discussion of what such an audit might
entail. According to Robertson [Rbrts02]
there are many benefits in applying a KM
framework or methodology: offers legitima-
cy, provides consistent language, outlines a
process, provides a checklist, offers a source
of ideas and addresses non-technical aspects.
He also observes that “may different ‘KM
frameworks’ have been produced [however]
only a few of these have reached prominence
and a broad audience”. Researchers on the
topic will frequently encounter references to
reputable consulting enterprises that own
proprietary knowledge audit methodologies
(Allweyer [AllwO07]). Such methodologies
are not publicly available but can be acquired
for a fee, should one wish to implement KM
within an organization. This may not always
be an economically viable option for an or-
ganization, not does it provide any opportuni-
ties for the client to compare the suitability of
each technique.

Despite the lack of published accounts that
precisely detail how to execute a standard
audit methodology, it is possible to extract
sufficient insight from existing literature to
develop a basis for the creation of a custo-
mized KM audit methodology for a specific
enterprise [Swdt04]. This approach is com-

patible with that proffered by Kirrane
([Kirr99]) who asserts that: “No template ex-
ists for making KM easy, because it ultimate-
ly requires complex interrelated changes in
organizational culture and systems. Howev-
er, by investigating KM more deeply — per-
haps with KM team- you’ll be able to choose
which characteristics best fit your [enter-
prise].”

Brief overview of some existing K-Audit
models

There has been a tendency in earlier attempts
at mapping knowledge assets to concentrate
on the explicit knowledge and produce long
inventories that are difficult to use. An im-
portant characteristic of any knowledge audit
is that it needs to capture the explicit as well
as the more dynamic tacit knowledge within
organizations. From consultancy experience
in knowledge management, Truch [Trch01]
has proposed a value — based KM approach
to auditing a firm’s intellectual capital based
primarily on an information-processing pers-
pective. He suggests that the evaluation of
knowledge assets is most effective when
linked to a firm’s key processes and aligned
to its strategic development.

The knowledge audit designed by Liebowitz
et al. ([Libw0Q]) is based on the notion that
knowledge has to be seen as part of a compa-
ny’s inventory. The audit serves to take
stock of the existing knowledge, and identify
what knowledge is lacking. The knowledge
audit comprises, on the one hand, the know-
ledge already existing within a company and,
on the other hand, the current need for know-
ledge. A catalogue of questions is drawn up
for every relevant content of knowledge. The
knowledge audit process according to Lie-
bowitz et al. should contain the following six
steps [Niss06]:

1) Determine existing and potential know-
ledge sinks, sources, flows and constraints.

2) ldentify and locate explicit and tacit
knowledge

3) Build a map of the stocks and flows ofor-
ganizational knowledge

4) Perform a gap analysis to determine what
knowledge is missing

5) Determine who needs the missing know-
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ledge

6) Provides recommendations about neces-
sary improvements

This procedure requires great commitment,
since much time is needed for answering the
questions. Ifproblems occur knowledge audit
can provide an evaluation, looking at the fol-
lowing aspects: what knowledge is needed:;
what knowledge exists and what knowledge
is lacking; and who needs this knowledge
and how can it be made available. It will thus
derive recommendations for actions capable
of solving this specific problem.

The Knowledge Management Assessment
Tool (KMAT) was developed by Arthur An-
dersen Consulting in cooperation with the
American Productivity and Quality Center.
Based on an “Organizational Knowledge
Management Model” which assumes the core
activities of the process of KM “share, create,
identify, collect, adapt, organize and apply”
are supported by four factors, so-called enab-
lers, “leadership, culture, technology and
measurement”, KMAT’s aims are oriented
upon ascertaining the position of one’s own
company with regard to KM in comparison
to other companies and onto evaluation the
efficiency of the realization of the KM
process. Basically it consists of question-
naires that have a section for each of the four
enablers. Within each of these segments four
or six statements have to be judged on two
aspects: performance (scaling from bad,
poorer, fair, and good to excellent) and im-
portance (not at all important, slightly impor-
tant, fairly important, important, and essen-
tial). From the result, it is derived which
fields of design need to be developed further
and how this should take place.

The Knowledge Management Diagnostic
(KMD), developed by Bukowitz & Williams
([Bkwi99]), is based on a model of KM
called “Knowledge management process
Framework” which consists of seven KM ac-
tivities: get, use, learn, contribute, assess,
build/sustain, divest. The four activities “get,
use, lean and contribute” designate the daily
routine in dealing with knowledge. By en-
hancing these activities the company’s reac-
tion to the demands of the market is im-

proved. The other three KM activities “as-
sess, build/sustain and divest” are attributed
to the strategic planning of the company by
evaluating which kind of knowledge will be
relevant in the future. The KMD was de-
signed as a tool for self-evaluation and col
lects subjective, qualitative data. It thus
serves to enable users to determine how well
the different aspects of the KM process have
been realized in the company.

The interview takes place in a written form,
the choice of the sample being left to the
company. The questionnaire is divided into
seven categories according to the KM
process. In every category, 20 statements are
given describing possible actions for KM
(e.g. “We build models of our decision-
making systems to better understand why
things happen the way they do”). The
agreement to the statements is measured by a
scale ( "The statement is strongly/ moderate-
ly / weakly descriptive of my organization”).
Points given for the attributes are summed up
for each of the seven categories and com-
pared with the highest possible score.

The knowledge audit, according to Pfeifer et
al. [Pfei00], focuses on an evaluation of re-
quired knowledge at a certain point in time,
the carriers of this knowledge, the connec-
tions between the knowledge carriers and the
need for additional connections. This con-
cept is associated exclusively to qualitative
procedures. “For an exact determination of
the individual demands, it is mandatory to
talk to those involved in the process and es-
pecially important to get a description of the
problems and inadequacies of the process”
[Pfeif00]. In order to extend the existing
connections between knowledge carriers by
those additionally needed it is also important
to consider whether single persons are capa-
ble of promoting an exchange of knowledge.

The Knowledge Management Maturity
Model (KMMM) developed by Siemens AG
in the Competence Center KM, is based on a
model of analysis which consists of eight
fields activities: strategy and knowledge
aims; a company’s surroundings and partner-
ships; employees and competencies; corpo-
rate culture and cooperation;
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leadership and support; forms of knowledge
and structures of knowledge; technology and
infrastructure as well as processes; roles and
organization. The demands of each of above
mentioned fields of activities should be de-
scribed. Depending on how the organization
meets these demands a maturity model is as-
signed (initial, repeated, defined, managed or
optimizing). These maturity levels describe
the organization degree of maturity regarding
knowledge management. Based on the level
ranked to organization, are made recommen-
dations with respects to how the organization
can improve its dealing with knowledge. The
results are obtained after workshops and in-
terviews with the members selected within
organization (they must be representative).
The evaluation is performed qualitatively,
thus this approach is very useful in identify-
ing aspects of KM specific to one company.
The Fraunhofer Knowledge Management
Audit (FHM —Audit) is a result of best prac-
tices for K-Audit developed by Competence
Center KM at Fraunhofer IPK, Germany.
This method aims to uncovering strengths
and weaknesses within the actual manage-
ment of corporate knowledge analyzing
framework conditions, barriers and enablers
for KM, increasing attentiveness for KM
within company, designing a roadmap for fu-
ture KM measures, collecting measurable da-
ta for KM controlling.

The FHM-Audit method integrates the level
of business processes with the level of the
design fields for KM. On the level of busi-
ness processes are identified the relevant
types of knowledge, then, for each of the
types identified are determined the demand
and availability. The activities that can be at-
tributed to the core processes of KM (gener-
ate, store, distribute, apply) are analyzed al-
so. On the level of design fields for KM are
identified the general conditions, enablers
and respectively, barriers for KM (e.g. for
“process organization - the roles and know-
ledge demand; for “information technology”
- the benefit, satisfaction; for “leadership”-
the feedback, leading by example; for “cor-
porate culture” - the values and social beha-
vior; for “human resources management” -

the aspects of motivation, capabilities; for
“controlling” - the assessment systems, indi-
cators).

FHM-Audit method can be structured in sev-
en phases [Mert03]:

1) Initial state (preparation) - analysis of
the relevant documents about processes, pro-
cedures and structures (e.g. process model,
organigram, job specification, product speci-
fication).

2) Focus setting — both the processes to be
analyzed in an exemplary way and the target
group (key stakeholders) to be interviewed
are identified.

3) Adjustment of Inventory — customization
of the audit according to the company’s re-
quirements.

4) Survey — creating questionnaires for the
selected target group and realizing face-to-
face interviews. Central topics of discussions
are the core activities and the concrete sug-
gestions in improvement of co-ordination and
comprehensiveness of core processes asso-
ciated

5) Analysis and evaluation - the core activi-
ties and the types of knowledge are analyzed
and evaluated according to the assessment
criteria, such as the actuality, availability,
transparency and reliability of sources.

6) Feedback workshop — recommendations
for further actions in order to implement suc-
cessfully KM into an organization are sum-
marized and prioritized in a roadmap.

7) Project start - the necessary measures
described in roadmap which need to be taken
for the further development of organization
are planned and realized.

According to Wiig several knowledge analy-
sis methods may be used in a K-Audit
process [Wiig93]:

e Questionnaire-based knowledge surveys:
used to obtain broad overviews of an opera-
tion’s knowledge status

e Middle management target group ses-
sions: used to identify knowledge-related
conditions that warrant management atten-
tion

e Task environment analysis: used to under-
stand, often in great detail, which knowledge
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is present and its role

e Verbal protocol analysis: used to identify
knowledge elements, fragments and atoms

e Knowledge mapping: used to develop
concept maps as hierarchies or nets

e Knowledge use and requirement analysis:
used to identify how knowledge is used for
business purposes and determine how situa-
tions can be improved

e Knowledge scripting and profiling: used
to identify details of knowledge intensive
work and the role the knowledge has in deli-
vering g uality prod ucts

e Knowledge flow analysis: used to gain an
overview of knowledge exchanges, losses or
inputs of the business processes or the whole
enterprise

¢ Critical knowledge function analysis: used
to locate knowledge-sensitive areas
Dataware, one of the leaders in the KM
fields, considers that a productive knowledge
audit needs only to concentrate on answering
to the following question: “In order to solve
the targeted problem, what knowledge do |
have, what knowledge is missing, who needs
this knowledge, and how will they use the
knowledge?*. According to Dataware, the
audit process comprises the following steps:
1) Identify what knowledge exists in the area
that makes the object of analysis:

e determine existing and potential sinks,
sources, flows and constraints in the targeted
area. There are also included the environ-
mental factors that might influence the area
analyses.

o identify and locate explicit and tacit
knowledge in the targeted area

e build a knowledge map of the taxonomy
and flow of knowledge in the organization in
the targeted area. The role of knowledge map
is to define a link between topics, people,
documents, ideas and external resources, in
ways that allow individuals to locate quickly
the know ledge they need.

2) ldentify what knowledge is missing from
the area that makes the object ofanalysis:

e perform a gap analysis to determine what
knowledge is missing to achieve business
goals

e determine who needs the missing know-

ledge

3) Provide recommendations from the know-
ledge audit to management regarding the sta-
tus quo and possible improvements to the
KM activities inthe targeted area

Conclusions

There is no universally accepted model for
conducting a knowledge audit. The know-
ledge audit process it is a complex and mul-
tidimensional fact-finding and analytical
process, which aims to record all the quantit-
ative and qualitative variables related to
knowledge and to the ability to use it effec-
tively in order to create business value.

A number of models encompassing a broad
range of issues, methods and theories that
differ in scope and focus have been devel-
oped. Regardless of the model used, in gen-
eral knowledge audits consist of:

ethe identification of knowledge needs
through the use of questionnaires, interviews
and focus groups;

ethe development of a knowledge inventory
mainly focusing on the types of knowledge
available;

ewhere this knowledge is located;

ehow it is maintained and stored, what it is
used for and how relevant it is;

eanalysis of knowledge flows in terms of
people, processes and systems

ethe creation of a knowledge map. There are
two recommended approaches to knowledge
mapping: map knowledge resources and as-
sets showing what knowledge exists in or-
ganization and where can be found or include
knowledge flows, showing how the know-
ledge moves around the organization from
source to target.

ofinally anaudit detail report

The choice of model should be determined
by the business needs and objectives of the
context. If the organization goals are to re-
place one system with another in order to
gain efficiencies and the system is fairly
structured, the audit procedure may view the
system as a “black box” focusing on com-
paring the resources consumed and the relia-
bility of the old and the new system viewing
it from outside. If the system is complex,
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goals are somewhat undefined, and reliability
comparisons are difficult to make. In this
case auditing might be performed by focus-
ing on understanding the key processes and
their reasonableness in meeting defined
goals.

The KM audit must focus on all the intangi-
ble assets and knowledge assets that exist in
company/organization that is audited: its ri-
tuals, processes, structure, communities and
people. Their existence must be documented,
and their current state must also be expli-
cated. Very helpful for taking future deci-
sions might be their value in money, thus it’s
better to record what their value might be.
When a K-Audit involves an assessment of
how the sum of explicit as well as tacit
knowledge within an organization is ex-
ploited through the knowledge-cycle, people
and business processed adding to such know-
ledge is called exhaustive K-Audit [Hylt02].
When a K-Audit is more results-oriented and
entails determining the organization’s effec-
tiveness and efficiency of knowledge cap-
ture, codification and transfer in the key
business processes [Libw00] is called a ma-
terial K-Audit. Both exhaustive as well as
material K-Audits check the health status of
knowledge asset and its utilization within or-
ganization and provide a framework in order
to facilitate the audited unit to gain measured
knowledge of its existing and potential
knowledge value. Whereas an exhaustive au-
dit involves considerable amounts of time
and resources in order to obtain a definitive
outcome, a material audit looks only at the
key business processes that lead to an identi-
fiable impact of interest.
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