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Enterprise Knowledge
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General purpose, integrated,
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Knowledge Management: Nonprofit Organizations Reap Benefits by Capturing Organizational Knowledge

ABSTRACT

The nonprofit sector faces challenges that are different than the private sector.  Many of the challenges that organizations face are the result of poor knowledge management.  Knowledge can be managed in a number of ways all of which have been implemented in the private sector.  This paper evaluates the challenges that face the nonprofit sector and provide solutions to help the directors or individual responsible for operations management to initiate knowledge management practices. Capturing knowledge is the most challenging and will be the focal point of this paper.
INTRODUCTION
Nonprofit organizations contribute to the American society providing human services to a vast population. These organizations provide services such as homeless and housing services, where shelter is provided for individuals who do not have a place to live or are temporarily displaced.  Disaster relief is another service that is provided to people in need.  Other nonprofits include but not limited to churches, clubs and government.  Without organizations such as the American Heart Association, Lance Armstrong Foundation, the American Red Cross and the Boys and Girls Club a void exists in society - who will be there to help during the time of need? There would be no infrastructure in place to help facilitate aiding individuals during a time of despair.  
Nonprofit organizations rely on government funding and private donations for operating income.  The government continues to make public policy decisions to rely on nonprofit organizations to provide human services infrastructure.  These policy decisions give nonprofit organizations the ability to ask for funds to subsidize a service that is endorsed by public policy. 
The survival of nonprofit organizations is heavily dependent upon continued government and private funding through successful grant writing, appropriate and documented use of resources, growth and strategic planning.  All of these components give rise to the need for adequate knowledge management.  “Increasing competition for scarce resources and new demands for accountability create information management challenges for human service agencies” (Frey, 2002, 172).  Today, government funding agencies are placing increased reporting and accountability demands on nonprofit agencies.  Nonprofit agencies must continue to justify literally how every dollar of funding is used.  Grantors have increasingly high reporting expectations for uses of fund. More stringent accountability and reporting requirements increase the need for nonprofit organizations to have a mechanism to gather a plethora of information which was not tracked in the past. Much of the information requirements entail reporting on the efforts of the nonprofit organization.   How well the organization knows itself and can track its efforts and resources are major contingencies in the success of nonprofit organizations.  Nonprofit organizations ability to systematically track and share company knowledge is gravely compromised due to limited resources and high employee turnover.
Organizational knowledge retention and access has traditionally been problematic for most nonprofit agencies because of high employee turnover.  Many of these organizations do not know what the employees know.  Nonprofit agencies experience higher employee turnover rates than do their private sector counterparts.  They also have a heavy reliance on volunteers and college interns.  Usually, these individuals are not embedded in the fiber of the organization.  Their stay is usually short-term and there is no investment in their performance.  However, many of them perform key tasks that generate information or knowledge which is valuable to the organization.  
Many Directors and Chief Executive Officers are faced with challenges of retaining the knowledge to sustain there mere existence. Many believe that they need sophisticated knowledge management systems to accomplish this goal. Theoretical components of knowledge management systems are absolutely imperative for the organization’s survival.   There are simple, low cost techniques and practical applications to capture knowledge and enable the organization to maximize resources and optimize operations.  This document will provide insight to Chief Executive Officers who desire to transform their nonprofit organization into a knowledge-capturing entity. Topics include the importance of knowledge and how it is an asset, corporate cultures that are essential to harboring knowledge sharing.  Suggestions on how to manage the transition into a knowledge managing organization will be discussed.   What types of knowledge management systems are available for managing knowledge will be discussed and finally financial benefits of implementing knowledge management.  
KNOWLEDGE MANAGEMENT
Many people believe that technology, implementation of process theories or even luck is what causes a company to be successful.  This notion is not true. The true backbone or success of any corporation is the people.  Those individuals who make decisions daily and or produce the product or service the company provides are the important entities in a corporation. 

“People, or human capital, is much more than the individuals directly employed in your company; it's a network of individuals and knowledge resources that surround your organization and contribute to its success. This network of human capital extends from your suppliers through to, and including, the end-user of your products or services.”  (Kirkwood, T., Panagarkar, A. 2002)
Businesses that grow and thrive share knowledge throughout all levels of this human capital network.  The way you build a human network is to build an inventory of the knowledge that employees have and how they apply this knowledge to different situations.  The tool used for this task can be as simple as a spreadsheet with a list of competencies and how they apply to the situation.  This spreadsheet must be accessible to those who could use the information.
Knowledge or intellectual capital is a valuable asset to the small organization.   “Knowledge appears to add value more to a company than physical assets do (Baskerville, Long, Raven, Senn, Stewart, Storey, 2000, page 41).  The root word of knowledge, know, is defined to be well informed about, to be aware, to recognize or distinguish. (Webster’s Dictionary) “Knowledge management is the sustained, integrated enterprise-wide application and optimization of intellectual capital to achieve organizational mission and goals (Frey, 2002, page 172).”  Knowledge management is not a new discipline.  In fact, major companies have been working with systems to manage knowledge for years with hopes to gain a competitive edge. Knowledge management is a comprehensive process that focuses on developing systems which capture, store and share knowledge within an organization.   There are enormous dividends associated with capturing knowledge.  There are computer systems or applications that help facilitate the task of inventorying the company’s knowledge and information assets.  These systems are known as Knowledge management systems. 

Asset Examples
Let us look at two important assets that could easily go unrecorded or loss as a result of turnover in employees and using short term volunteers as resources.  Company Asset – “Best Practices” and Business Development and Proposal Assets – “Benchmarking data”, both can be found in Table 1 along with other examples of categories of organizations information assets (Frey, 2002, 172).  Why are best practices important to document and maintain?  Best Practices is how the organization delivers the service to its clients.  Best Practices is how the Red Cross was able to provide immediate disaster relief during the 911 terrorist attacks crisis.  They provided food and services to victims and emergency workers.  The Lance Armstrong Foundation provides Education, Advocacy, Public Health programs and Research are the main tools it uses to help prevent cancer and treat cancer patients.  These four items are at the heart of the Lance Armstrong Foundation and would be considered Best Practices.  (www.laf.org)
Benchmarking data is vital to the validity of the American Heart Association.  The mission of this organization is to reduce disability and death from cardiovascular diseases and stroke. (www.americanheart.org/presenter.jhtml?identifier=10858)  The only way the association can achieve this mission is to document and manage the data related to cardiovascular diseases and stroke.  The Boys and Girls Club success hinges upon the benchmarking data produced and collected.  Its mission is to transform at risk kids into assets to the community.  For each child that is changed or the quality of life has increased as a direct result of the services this group provides is an asset.  This allows the organization to request funding because it can use the data to show trends and to prove that the community is better because of its services.
These four examples show that the core assets of these organizations are knowledge.  These assets enable the groups to be able to function and to meet the mission and goals of the original founders and that of the current leaders. 
Organizational Learning
To effectively manage knowledge, organizations must embrace organizational learning.  A learning organization is often described as one that has the ability to create, acquire, transfer knowledge and modify its behavior to reflect new knowledge and insights (Chen, Lee, Zhang, R., Zhnag. 2003). Building and sustaining a sound infrastructure for a nonprofit organization requires continuous learning throughout the organization.

One way to understanding an organization’s learning culture is to assess its ability to transfer individual memory to organizational memory.  Memory is the power or act of storing information. Individual memory can be in the form of reports, diaries and journals.  Development of organizational memory is heavily dependent upon individual memory.  Examples of individual memory converted into organizational memory consist of policies, procedures and routines.  Many of these types of documents were in practice before their creation.  Transferring individual memory into organizational memory could be quite a challenge for any organization.  Individual knowledge translates into power and studies have shown that this perception of power causes individuals to not share knowledge.  Top leadership of organizations promoting organizational learning should create a safe environment for individual memory sharing.  This is especially true for organizations with very limited resources such as nonprofit organizations.
Organization learning can succeed if the knowledge infrastructure is not isolated.  Isolation occurs when key reports, information and processes to accomplish tasks are stored in an isolated location where there is very limited access often times not documented and stored in the individuals memory.  Because this knowledge is in an isolated location, the potential for others to benefit, apply and use the information is compromised.  Hoarding and not sharing information can result from an individual’s style or the organization’s poor knowledge sharing infrastructure.  What ever the cause, the results are the same.  The lack or absence of knowledge sharing breeds inefficiencies and dysfunctions in organizations.
Inquiring Organizations
Sharing knowledge between levels is more difficult as the distance widens between the hierarchy levels of the organization.  The further the distance the greater the knowledge sharing gap.  No matter where on the hierarchy the knowledge is gained, knowledge is very important and should not be contained to the area of origination but rather shared at all levels of the organization.  Increased information sharing among levels facilitates better decision making.
 HYPERLINK "file:///F:\\RIT\\MIS\\Research%20Paper\\References\\ScienceDirect%20-%20Decision%20Support%20Systems%20%20Philosophical%20foundations%20for%20a%20learning-oriented%20knowledge%20management%20system%20for%20decision%20support.htm" \l "hit2#hit2" 
Inquiring organizations has a philosophy of continuous inquiring for the purposes of examining the learning process with the end goal of increasing learning efficiency.  These organizations create models that reflect the past experiences of the organization and it also updates the model to reflect recent learning.  This translates into better service to clients and maximizing resources.
Two important processes for inquiring organizations is information acquisition and problem identification.  Problem identification is critical because the key to problem solving is to understand the problem.  Information acquisition is not limited to collecting facts and data but the context of the data must be recorded if the information is to be considered knowledge.  Tools used to assist learning and inquiring organizations will be discussed in the systems and capturing knowledge sections.
Capturing Knowledge

As mentioned before there is a growing rate of turnover among managers and/or knowledge workers who accumulate organization-specific knowledge.  This knowledge is ultimately lost to the firm and possibly gained by competitors.  This knowledge must be captured, interpreted and transferred in such a way so that the knowledge can benefit the company while at the same time offsetting the high cost that is related to the high turnover rate.

There are two underlining models, Codification and Personalization, which can be implemented to manage the knowledge the corporation currently have and will eventually acquire.  Personalization strategy primarily relates to the knowledge that is tied to the person who is the source of the knowledge.  This knowledge is shared one-to-one.  This process is a small deviation from the current process where an infrastructure is not in place to facilitate sharing knowledge to a process where the knowledge is shared but the knowledge remains with the originator or the owner of the process.  Personalization should not be considered and Codification should be implemented.  Codification is where the data is stored in a database organized in such a way to make accessibility simple for all persons within the organization.  Implementation involves using but is not limited to a computer.
The first reason to implement this model is to prevent isolation within your organization.  Second the majority of the services that are offered by nonprofit organizations are standardized, mature and do not vary much.  They may not be mature with respect to the organization but are mature within society.  The implication is that the standard has been set by society and government officials for the organizations delivering services.  The third reason is that there are times when the employees have to use tacit knowledge to solve problems.  Tacit defines knowledge that can not be taught from a book it is completely experiential and can not be contextualized, nor written down or reduced to rules.  For example an organization which provides clothing and other essentials to less fortunate people.  The worker develops a feeling that the individual requesting services really do not need the services after a brief conversation.  There must be a mechanism a database in place where individuals can record this information and maybe others can refer to this database to enhance their on tacit knowledge that is constantly in use.  Finally the most logical and heavily weighted deciding factor is that the majority of the decisions are based on predetermined criteria or guidelines and these guidelines and decisions can be easily recorded.
Managing the Transition
The first step in creating an infrastructure to capture knowledge is to select a champion for promoting change within the organization, specifically knowledge management.  This person would be responsible for communicating the benefits of implementing this new process.  The champion will have to be able to communicate with upper management, technical staff and the general employee population.  The champion position isn’t an official position but one that is naturalized either over time or requested of by management.  In larger organizations where large budgets are given to managing knowledge a Chief Knowledge Officer is appointed.  This office provides the same services as the champion but at a greater scale.  Responsibilities include coordinated knowledge management policies and activities across the organization.  Legal aspects with respect to intellectual assets are also part of their domain. 
Executive leadership support is essential to implementing knowledge management processes.  Without their support there would be no funding available to support the project and sustain the system.  The leadership team is the agent for change and the main drivers of the vision.  Without a vision the company will not survive and this project will not survive.  The executive team will have to remove any obstacles that may hinder the progress of the project.

Knowledge management is a continuous process.  It is essential to incorporate disciplined and repeatable processes to facilitate enterprise (company wide) knowledge management.  If the processes are not repeatable the ability to implement the system company wide will be compromised.  Discipline is required for this system to add value to the organization.  For example if the process calls for individuals to enter a certain piece of data daily, this should be a consistent practice which is initially monitored.
Financial Benefits
Over the past ten years, there is documented evidence that shows corporations having reaped financial benefits from knowledge management practices.  Table 2 shows significant gains for five companies – Buckman Laboratories increased revenues by 50%; Texas Instruments increased efficiency by sharing best practices among its thirteen fabrication plants; Dow Chemical saved $40 million; Chevron saved $150 million by sharing and implementing ideas to reduce company energy costs.  Kaiser Permanente drastically reduced time it took to open a new Woman’s Health Clinic (Shin, M., December 2004).  There are other benefits other than monetary and relatively speaking, similar or comparable gains can be seen by your organization.  Benefits can take the form of cost savings and efficient utilization of resources in your organization.  Managing knowledge aids in more effective employee performance which can result in increased job satisfaction and reduced turnover rates.
Cautions
Before hastily implementing knowledge management practices you should consider that not all organizations are successful at implementing knowledge management.  Failures have been a result of not fully understanding knowledge management and how to apply and convert theory into practice.  Companies tend to approach knowledge management by focusing on one specific area such as technology, processes or philosophical.  One approach will not solve the problem; you must consider a combination of approaches to tailor the solution to best meet the needs of the organization. 

Consider transaction costs when deciding on knowledge management implementation.  Transaction costs are those associated with searching, storing, distributing, and applying knowledge.  Searching costs are costs associated with finding useful knowledge for given tasks.  Storing costs are those associated with individuals adding their knowledge to organizational knowledge-base.  Distributing costs are associated with the activity by which individuals transfer their knowledge to others.  Applying costs are costs associated with the activity by which knowledge, once found, is put to use while actually carrying out the tasks. (Shin,M.,December 2004).
PRACTICAL APPLICATION
To be successful at managing knowledge one must consider the infrastructure that is necessary to facilitate knowledge transfer.  There are three major types of knowledge management systems as described in Figure 1.  Knowledge Work systems are specialized workstations and systems that enable scientists, engineers and other knowledge workers to create and discover new knowledge.  Intelligent Techniques are tools for discovering patterns and applying knowledge to discrete decisions and knowledge domains.  The final category is Enterprise Knowledge Management Systems (EKMS) which is used for general purpose integrated firm-wide efforts to collect, store disseminate and use digital content and knowledge.  (Loudon, 2005)  This system is recommended for the small nonprofit organization.  This type of system is good for managing formal documents, E-mail, voice mail, memos, brochures, digital pictures, bulletin boards, and other items.  Expertise of individuals or tacit knowledge which is the most difficult to manage can also be managed using this system.
There are two types of thinking in organizational learning, Lower level and higher level.  Higher level learning is where the organization or individuals are allowed to challenge the processes, underlying assumptions and the norms that have been established for functions within a business.  This ability and permission to challenge assumptions is much needed to become efficient at delivering services.  To facilitate the higher level thinking software is needed for collaborating unstructured thoughts.  This software is complex and expensive and would not be recommended for small organizations.  Lower level learning is associated with the organization recording and revising current processes to increase efficiencies.  These efforts are in response to changes in the environment and can be facilitated by the EKMS.  Inquiring organizations can use EKMS to provide support during all phases of the decision-making process (especially the problem definition phase itself) by encouraging member communication and allowing feedback throughout the decision-making process.  This system also helps create and manage knowledge while maintaining the integrity of the information.  This capability is vital for organizations that are constantly learning and adapting knowledge throughout its existences.
The internet is a common medium that can be accessed and used around the world at anytime.  Web based knowledge management tools are becoming common and is suggested for your organization.  This interface can be established on an intranet which is an internet that is only accessible within the confines of the organization.  Knowledge Management Systems incorporate easy to use web interfaces with.  The setup is intuitive and very little knowledge is needed to setup and maintain.  The only difficulty may come from creating the intranet which is an information technology task versus a Knowledge Management task.
CONCLUSION
Capturing and managing knowledge is a challenge for nonprofit organizations.  The challenges can be overcome by first understanding that there is a problem with respect to keeping knowledge within the organization.  Second, there must be a vision for the organization.  Long term goals and missions can only be accomplished if the knowledge is kept within the organization.  It has been proven that knowledge is an asset and organizations are to harness, manage and disseminate this knowledge across the organization.

Having the understanding and knowing the importance of knowledge management, the sooner a system is in place the easier capturing knowledge will be.  It will be easier because porting data is minimum compared to a later implementation.  Nonprofit organizations are to begin thinking about the four points to implementing the system, which are, who will your champions be, how will you support the tasks and the initiatives to make the vision happen.  Begin to think about how the current process and future process can be repeatable.  Discipline will be needed throughout the organization to accomplish the tasks described throughout the paper.  Finally begin thinking about the internet\intranet and how your organization can benefit from having an infrastructure in place to host knowledge management activities.
Future study topic 
Nonprofit organizations rely heavily on funding from the public and private sector and as a result, there are limited opportunities to innovate with the use of technologies.  Investing capital in technology is usually classified as administrative cost.  Many of the grantors put limitations or caps on administrative cost and therefore it does not happen.  These funding agencies or foundations require that the majority of the monies be utilized for direct services.  Historically, administrative costs have been viewed negatively.  However, investing in information technology makes good business sense because it allows the organization to utilize information to improve business processes and make better decisions.

How do organizations increase its IT dollars or administrative budget? How can organizations convince government and other donors of the importance of IT resources?  Once funding is approved for these services which software package or service will best meet the needs of the medium size nonprofit agency? 
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TABLE 1
Company Assets

	Category
	Information Assets

	Company Assets
	· Organizational Charts

· Best Practices

· Outreach Activities

· Company videos

· Interview guides

· Vendor manuals

· Company bonding, licenses, registrations

· Maps (project, office locations)

· Customer Base

· Trademarks, Patents

	Contractual Resources
	· Project descriptions

· Project evaluations

· Project success stories

	Human Resources
	· Staff Matrices (by project, location, technical discipline, degree)

· Resumes

· Personnel diversity data (minority, women, handicapped individuals, veterans)

· Employee turnover rates

· Employee retention plan

· Employee languages(primary, secondary, sign language)

	Business Development and Proposal Assets


	· Strategic Plans

· Benchmarking data

· Winning Proposals

· Sales Volume Reports

· Market Segmentation Reports

	Corporate Infrastructure and Process Assets
	· Documentation capabilities

· Business processes (financial/accounting systems, purchasing systems, scheduling, automated tracking tools)

	Project Specific Assets
	· Customer satisfaction surveys

· Contract deliverables

· Project management plans

	Computer Related Assets
	· Computer equipment and resources

· Software source codes

	Financial Assets
	· Budget/Forecasts

· Capital Expenditure Schedules

	Relationship Assets
	· Cooperative agreements with colleges and universities

· Strategic business alliances

	Public Relations Assets
	· Advertisements

· News Releases

	Engineering/Manufacturing Assets
	· Test procedures

· Position papers

	Policies and Plan Assets
	· Health and Safety Plans

· Standard Operating Procedures

	
	


TABLE 2

Potential Gains of Knowledge-Sharing
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Buckman Laboratories
Texas Instruments.
Dow Chemical

Chevion

Kaiser Permanente.

Transfer of knowledge and best practices sysient helped push new product related
revennes up 10 percentage points. a 50% increase since 1992

T1 generated USS 1.5 billion in annual free wafer fabrication capacity by comparing and
transfenring best practices among ifs existing 13 fabrication plants

Early efforts to manage intellectual capital brought an immediate kickback in the form
of US$ 40 million in savings

Chevron’s network of 100 people who share ideas on energy-use management has
‘generated an inifial US$ 150 million savings in Chevron’s anmual power and fuel expense
by sharing and implementing ideas to reduce company-wide energy costs
Benchmarking of infernal best practices helped drastically cut the time it fook fo opena
new Woman'’s Health Clinic and it opened smoothly, with no costly start-up problems
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