Managing Imangibile... Meily & Lina,,

MANAGING INTANGIBLE ASSETS IN INNOVATION
BASED COMPETITION ERA

Cikcly,
Meily Margaretha
Lina Anwtnn
Siaf Peogajar Fakulms Ekonomi Uiiversitas Knsten Marnnaiha

Abstract; This paper reviews the mle of intangible sscis as sounce of competitive
advantage and how to monage their assets in innovation based competition em,
Inoovation  based competition has  sadical consequences on orpankestional
mangement practices; i other word innsvation his become ever more centrnl o
firms  competitiveness, In today’s  business  competilion,  organizations e
highlighting the importance of intangible asets as sooree of competitive advangage,
It is represent significant sahues divers for organization such as human copital,
customwr capital, information database, software, beand, patent, ond business
priceases. In ordir to balance the investment between physical and imangible assets,
organization have 1o abde 1w identify and 1o caleulate the value of their intangible
asdels, One way o manage imangible assets iz through knowladee nsnagemsns,
And the most impartant fictor 1o be considercd s afigning the orpantzstion
mtangible assets management stmtegry with its vision, vaklues, organization strategy
and culture, so that monagement will be able fo reap the reward from ity most
valuable assets,

Keywords: mtangible  asss, uwmovation-based  competition,  mtangible  psset
faamagement fromework, conpetiiive wdvaniage.

Introductivn

There is & great deal changing today in the way fing w compete, Over Tost
decade, several driving force have emerged such 2s globalization of business and
imternaational  competition  sophisticated  customers,  competitor, and  capplier
mcreased fechnological capability, shortening of production life cvele. Among the
changes, knowledge economy has probably made the most outstanding impace.
Severnl characteriztics defioe m are #'s focused on infangible resources rather than
tangrbde resources, i's has & hypercompetitive bisiness environment, i1's dighal, it's
virmual, and ir's networked. [ the new knowledge economy, managing intangible
has hecame the ene ad only competitive advantage of & i (Asstan, 2404,

In today’s business cmmpeition, organizstions gre highlighting . the
importance of intangible sssets 08 source of competitive advantape. Ji is represent
sagmificant vihees drivers for crganization such as human capital, costomer capital,
information database, software, brand, patent, and bosiness processes. [n arder b
balnnee the investment besween phyesienl and intangible asets, orgnnization must be
able to identify and o calculsn the value of their infangible assets by developing o
framework  for ddentifying, evaluating, and exploiting fs  intangible  azaeis,
Companies need 1o manage the stategic resources and knowledge theough o
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sysfomatie nnkiog so that mielleciual cageial can give conribuikm 100 inmwationn
sirategy and i can enhance fiom's performonee. Tl mose lmportant factor o b
considernte 15 nligning the ongamizaton intangible pssels managemem shrateiy with
its vision, vokues, organization strategy and culiire, so tha manmgzement will be able
i renp the reswnrd from iss mo= valuable assets

This paiper reviews the mle of minngihle asscts s sorce @ conypetitive
alvitage amd how 1o mumage their osses in imovation bosed competino e
which chorcterized by mdscal  comseqguences  on arganizationnl  management
practees, oot word anmovaron has become over e centeal 10 finns
compeditiveness, The scgamization of 1he piper will he p_wing as Tollows: Section
pae ifiscuss Al inmovation based eompetihon co, where Knowledge os inlangible
assets becomes the seuree of onzanizatien’s compentive slvaniage, Secnion twa will
fizcus oo whal the mtangable asset is, aml (Vs impEc) e srenniEahon |'q:rl'nr|11|||.1|.:|.'
based on sorme leerare revies, while Section three will discuss bosw o manage
imtangihle msets through knowlsdge ounsgena.

Taneyvatin-Based Conpetition bn knowbledge Economy

The currend business crmpetitions characlierizsd by the changing in levels of
customes dependency, changing composiion of customers and supphice, mensity of
competizion and relative size of competitons, raoritment diffioulties, ¢langing levels
il II'.'I.'|'|I1I.I|.EI'R:|- ] auomation, changes e the Trm's abiloy 0 aocess finance,
clanging level of information wse, pertiner changes In leglshnure o regulatory
enwiromment, und the frequency of fiem séarch process, All of those will affect on
wvarying level of umcertamty ervcimnmiental thad imfoerce frm level moovsiivenss
anid perioemsan:,

Knewiledee coonomy descrbes temds an ihe mosl advanced cconomaes
twards grester depeadenes o kaowledpe, mlfamaiion, high skill levels, and an
imcronsing necd for remdy o opecess all of these nepects, Kpowledme LTIy
clazaciezized by the nwee importance of koowbedoe = inangible respunces, ihe
devebipment of collabaratin and srmiegic parmsership, and the faster of slralegi
chamges in a hasiness netwarking. Toble | explaimed new challengze as 8 result of
ﬂrg.anilt.ilﬁulal shiift Frai aisdusaral e 1o ku.-:m'|-=d;._."|.' SO

'I;n!rlr 1. Characteristics of Indwstrisl Era and Hlnwll:d.g:_!';_m

Inalestrial Era Knowledps Era
| PMlaysical assels = Intanaable Assets
| Fragimented 1ask Integrateed and coorfinatal ask
Mass muarkiling JIT Product
Operativnl elficlencics Intwovatici
Munagement contrd Lomumiom goals and abjociivies
| Tramming | Lilzlomg lewming'iraining

Scarce: Kimpeler, 5., HM0L i Anatan (20607 )

Enowledpe hos become o omcinl mle o evommsmy activity (0 fnensiss
iviesEtneid 0 rescarch and  development, educitim asd  mainemg, and  other
imangible - investiment as o source of inpovateon  petiviteee. [no dlvis  context,
argantzation shauld emphaseee on crentmg and iransferring mnovative knew ledye
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since the spead ot which knowledpe s effectively mnsferred within argandzation
can - sigmibicantly affect e competstive ahiliny and performance, An alpanesalivm s
kmg-tenm viakaliny will depends on the successful expamsson nd exploitation of jts
knowledwe assets by idennifving key levernge point: for achseving husiness resills.

Business environment hive changed from industriol era to knowledye e, as
well s imformation dnd knowledge get more stleibion m husiness pracess. Mew
dynamics geonomics are arising in the indusiry, driven by interacting trends such as
the increasing imporionce of knowledpe o5 an mtmgshle production: Bictor, the
formation of strabeze partnership nnd cooperaton, and the mpid change af sy
within a2 networked wnd L badge-hused cetnomy: Tradinional  Fcues  of
production such as Land, Iabor, ood capital have become secondary, amd know ledpe
is the onby reeaningful of resource weday, Mareaver, the aphitude of the worker and
the firm 0 sock tiew and up o dote knowlede through orpanseational learming &= ik
anly mesng of sustaining the vahee of the firm's knowledoe resources.

Idamgible Assers us Cirve Contpetence in Knowledge Econamy Era

Intangibde meets play ss most role in busingss loday, Many cxecislives
betieve thut they hove o replace fived pssets &8 the key W oo arganization’s
competitive suslaibality 0 the koowledge ecomomy cre Many even think
smcvahien and relatediscss nangble assets wopresents the cone compotence in the
knowledpe ofa. simce i eovides @ market  differandiaion through  rdreation
beadership custamer lovalty, reducing husiness msk woh RED imvesimenis, Those
ariribire will becime the source of soganization distinetive advantage

Intangible assets have been o focus of manogement siudies in recent years
LBowis, 2001 Intangible ssaets are also regarded s a1 imporiani resmirce o
Tutture vaelue crention | Daws, 20081, Cenetally, many rescorchers have boon defined
intnngibde. assels froms differen pespective. Intongibile psscts are ino mos . oees
defined o= being not physical and nat belongimg o Heancial assets, Mard e al,
LHO2) dlefined  mntangsble assets v wleas, research. new way of thinking,
organizatinnl pspects, snd many athers, Moy other companies menion that
patents. bramls, poodwill, reputition dnd other forms of prolecied knowledge e
labelled as intngible (Scetharamun et all, 2004 o5 cited by Bockesteln, 2006),
Moreover, acconding to Edvinssen (1997}, intangible assets are simply pan of
imteliectual copital. Brynjolfison et al, 3002 fus clied by Bockestein, 20061 have
examined liangible assets relwed o computer hardware: osd the relasion with
orgunizntional copitnl. From muny definitions aboul intangible assels, i con be
eoncluded that intangible pssels refers o the organizationel mlrastruciure s
wesemizal Factor which enubiles sssels o crente valie Tor argansgation

Particalarly, wccording o Abonen (2000, os cited by Hussi, 2004),
imfangible zssels can be divided imo two clises, namely penerstive and
commsorcially explodable imungibles, These generative niungibles describe the
capacity of an organizstion to produce commercially exploiuble intangiblsn The
ability fo gencrate commercially exploitable inmngible requines processes ad assels,
Thwe commercially exploitable imangibles counsist, Tor example of cost efacive
proghsction, wnmaterial propery righis, customer capitil, execisve demand ond
relishie mumagement. (1 is- belicved that intngible aescts lave become the sowrce of
organization’s competitive advaninge os the core competence, particularly in this
i comperition e, the ki ledge cconamy era
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The competifive advaniape of orgaiization lies in the business aceivities
which the organization knows s tode well, Factories and equipasen can always
he bought, cmployess hired, and echnobogy lcenzed i bt unless the organizmtion
and its management know hew to combine aml exploit these resounces effectively o
vinble aml competitive bugipess will pod be created. Tn this chreumesiance, the robe of
knowledge as engine of organization survival is peeded. The kpowledpe whick the
firm possesses, s “koowhedpe bose”, thus plays 3 key role in the survival,
profitsbaliny and growth of the ergunieation. 11 B casy o show dhe role which
knowledge now plays in ibe competiivencss of firms. Many  orgaiizalions
particularly b high technelopy ond high value added seetors shaw o very large gop
between the stock marked vilue of the company and the book value of s Engbe
wsets This rellects the value of orgnization” infangihle asscts most of whicl consist
ol the stocks of know ledge which fhe organsation bas bt up or scguired

The increasing mmpartance of kaowledze is shown by the fact that i many
peciors imvesbments i intngible assets ore now moch greater than those in fised
capitul equipment. Thas, memagers and workers sow need 1o be mach betier
exligontod and muech moee Iughlg.-' trained. The increpsing speed |:l|'h:d1r||:-||.l|:|;|l.'ﬂJ and
arganzational changs means that emplayees’ poed 10 b msch ovose fexible and
require wuch more trnining and upgradiog of their knowledge and skulls duning, tier
lifetimee. There will need to e ool commitment between orgamzations and iheir
ermployees so thot organizations will have an mceufive e invest in fraining while
emplovees hove an incentive b acquire knowledge pnd skills specific o the
arganization in which they work

Moanaging Intamgible Assces through nawledpe Monngement

Intangibbe assein that possessed by the crgontention have to be monaged o
aptimize its benefits. In the e of knowledge, knowledge monagemint has become
an important strregy 0 manape the ergunization’s miangible psets. This concept
has been known i the business activity since in the beginning of the 21 century.
Leaders in the opgamzation stan W undersnd the knowledue creation process. os
oreanizsion  competitivencss. Through meblemg  anployee’s knowledge  and
creating lenming envimonment which can focilitste the new  economics of
information (Rachmany & Akib, Z002), The objectives of knowlodge managenen
implementation are 1o increase asd dmprove the operstiopal scbivities o the
organization b schieve organization competitive acdwvantige. and W bmprove
commilinkcalion among i manngement and cmployess © seppen the process af
knowledpe transfor amd poplement compersation based on performance (Mutagien,
HHHin)

Krpwledge munngemeni defised 23 g process used by oirymnazation 1o (.
b sebect, diverse, aid ransfer imporiant information thal needed i every aolivities
in oreanisston, such s problem solving, dymainie leaming process, simdegic
phanning, and decision making process (Sykrme; 2003, Generally, knowbedge
mianagement is 3 process which coordinnbes the use of mlocmstion. knowiodpe, and
experience, According io s hierarchical, information comes from the dsts which
have been process for interpretation, while knowledpe is & result of the data
processiitg with the wse of o specific methodology. Data and informasien which have
been processed to become Kndwledge are wsed os a wol or source W support
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decision making process, The hierschy of data-mformugion-knowledge is shawn on
Figre 1,
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Figuare | The hicrarchy of dala-informasion-knowled ge
i 5eurce: Hidayntme, 2005)

Knowledge manzgement 5 clossificd in two important areas, The first anca
ts process which consisis of utiibzation, stormg, nequisition, disirbution'sharng, and
creathon. The second arca iz structure, technobogy, measurement, organizational
design, beadership, and cullure. Both of the two o are integraied build g
knowledge management area. Knowledge as the object of knowledge masagement is
classified in tacit knowledge and explicit knowledge. Tacit knowledge characterined
as personal, procedural, soff, maide the brain, informal, inchede <kill and ability, On
the ather hand, explicit knowledge is humnn knowledge outside the beain, includes
documents, hooks, joumals, and others, snd it has code, declorative, femnal, ond
bord (Mpnaka dan Takeuchy 1995,

Figare 1 I:dg: Managiement Arca
(Source: Hidayaine, 2006)
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In the development of ko dedge, there oa process ol knowledge mansler,
wlich swiimariosd i o medel mnmely SECT Model (Socialization, Extemalezation,
Combinatisan and Iinemalezotion) & shown on Figure 3 Sockalization s a process of
imformaiion mmansfer anwng individenl within organizaton through conversation, In
ather wordy, there is-a trmnster process feoan cacat Knowledge 1w taci ko ledge. The
Xl process 15 Externolizstson refiers e transfer from e knowbedge o caplical
ko ledpe. such as wrinng o beok, joumoks, mogaeines, and others. Combination is
i bransfer fwom expliol krowledge to explicit knowledge, sisch os reviewing o boedk
Al the last proceas is Inlcrmlizaion which reliors wothe mamsfor from explical
knpwbedpe woteil knowledpe, G exomple koowledge mansfer fran seacher us
student in the classraom. This madel explaive 1 contmaons process of L|'.|:-u'4|:|:|.|_a|q;
rranslor fo develop kedawlodipe,

TacH Knowladgs

Soclalization Externalization
imformation tranafer &4 paruon iransfear
ledmwen pmap b - brrmludy e throug®

Erpliclt HRowisdga

Froware 3. The SECT Rode|
(houirce: Hidayanis, 2006

The implememiation of knowledge monngement heoomes an imporism
stratepy m order g0 respond dhe more dmvative organision angd competibive
busincss ctvirammenl Thaough implemening knowledge managemet, organization
will improve their prodests nvd serviees, Accondiog o Sykrme (2003, there ave
several reasens te inplement knewledpe management; to share the best managemen
|'||'1'+|:'Lil.'l.'5 thior have bBeen i|1|p|.q."|':'|l.'nl.-..‘*1] il el l.llghl'.i.n'a1|-|:-1|. and 10 suceeed the
mosvItion siraless

Lot lusinn

Immngible aseel is the key of ergamzsnon success (0 mespomd the changes in busioess
ervironmend ang the development of techadogry, snd crente new busmess |'u1.-r.e.|i.ig|1|_
the knowledge socacty and knowledpe-based ecomonny, I eefers te o oeml which the
ceammiy depends dn know ledge, dnformaticn, asd skill, Inoibe era of koowledze,
knowledge management has becoms an imporant swalegy o manape  the
organization’s miangible assets. Managing imangible assers through knoawledpe
inasigcinenl i be mnplemeiied by mobilizing eoglioyes’s knowledge sl creiting
bearming ervvironmsent which can (aeiliae e new ceonmmics of informstam
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