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Chapter 10 
Information for advantage and 
knowledge management 
 

Chapter learning objectives: 

Lead Component Indicative syllabus content 

E.1 Evaluate the 
information systems 
requirements for 
successful strategic 
implementation. 

(a) Evaluate the 
information systems 
required to sustain the 
organisation. 

• Alternative strategic business unit (SBU) performance 
measures, including shareholder value added (SVA) 
and economic value added (EVA). 

• Alternative models of measuring strategic performance 
(e.g. the Balanced Scorecard (BSC) and the 
performance pyramid as strategic evaluation tools). 

(b) Advise managers on 
the development of 
strategies for knowledge 
management. 

• Setting appropriate strategic targets through the use of 
a range of non-financial measures of strategic 
performance and their interaction with financial ones. 

• Evaluation of strategic targets through the development 
of critical success factors (CSFs). 

• Linking CSFs to Key Performance Indicators (KPIs) and 
corporate strategy, and their use as a basis for defining 
an organisation’s information needs. 

• Effective communication of strategic performance 
targets, including the need to drive strategic 
performance through stretch targets and promotion of 
exceptional performance. 

• The role of the Chartered Management Accountant in 
the process of strategic performance evaluation. 

E.2 Evaluate the 
opportunities for the use 
of IT and IS for the 
organisation, including 
Big Data. 

(a) Evaluate the impact 
of IT/IS on an 
organisation and its 
strategy. 

• The impact of IT, including the internet, on an 
organisation (utilising frameworks such as Porter’s Five 
Forces and the Value Chain). 

(b) Evaluate the 
strategic and 
competitive impact of 
information systems, 
including the potential 
contribution of Big Data. 

• Competing through exploiting information, rather than 
technology (e.g. use of databases to identify potential 
customers or market segments, and the collection, 
analysis, storage and management of data). 

• Aligning information systems with business strategy 
(e.g. strategic importance of information systems; 
information systems for competitive advantage; 
information systems for competitive necessity). 

• Contemporary developments in the commercial use of 
the internet (e.g. e-business, virtual organisations and 
Web 2.0, Big Data, social and other forms of digital 
marketing). 

• The role of Big Data and Digitisation in knowledge-
based organisations. 
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1. Information 

Data • Data are raw facts. For example, a list of all invoices or the names of everyone 
in a particular city.  

• Data is not, of itself, particularly useful: it is not yet informative.  
• It is not very accessible, there may be too much of it.  
• Some sort of processing has to be performed on it in order to make it useful. 

This processing could simply be summarisation, or it could be more complex. 

Information • Data with meaning is known as information. For example the total for the 
receivables ledger, the total for each customer, age listings.  

• We can probably do something with that information. In particular, we can use 
it to make certain decisions that would be difficult to make had the data simply 
remained as raw facts. 

Knowledge • Although data might be processed into information, that information could rest 
unseen in a file – it is then useless.  

• For information to become really useful, it has to get into people’s minds. 
People have to read it; they have to think about it. Then it becomes 
knowledge.  

• Knowledge can be defined as information in someone’s mind. 

Why the information is needed 
• To meet critical success factors in target segments and develop sustainable 

competitive advantage over competitors. 

• The systematic gathering, recording and analysis of information about problems 
relating to the market of goods and services is a crucial early stage in strategic 
planning. 

• The gathering of information is therefore an essential activity for a business. 

• Information is required to monitor the success of any strategy. 

Prime characteristics of information 
There are two prime characteristics of information, and a management accountant is 
involved in each. 

• Relevant: 

o Relevant information assists in the decision-making process.  

o The management accountant decides what is relevant. 

• Reliable: 

o Reliable information means information that is as accurate as needed. 

o The onus is upon the management accountant to decide that what is reliable. 

o The management accountant establishes a control system to ensure that accuracy 
is achieved. 
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Overall a good information system should be ACCURATE: 
• A Accurate 
• C Complete 
• C Cost beneficial 
• U User-friendly 
• R Relevant 
• A Authoritive 
• T Timely 
• E Easy to use 

Sources of information 
Internal sources: 

• More reliable, as it is known. 

• Questions may exist over relevance as there is likely to be: 

o Narrow focus 

o Cultural distortion over issues 

External sources: 

• More relevant, as a wider range of issues is covered with less cultural distortion. 

• Who, why, when and what is questionable, as these are unknown factors for 
information generated from external resources. 

2. Data warehousing 
“Data warehousing is a subject-oriented, integrated, time variant, non-volatile collection of 
data in support of management’s decision-making process.” 

A data warehouse supports information processing by providing a solid platform of 
integrated, historical data from which analysis can be done. 

The term data warehouse covers: 

• A database 

• A data extraction tool 

• A decision-support system 

• Other analysis tools that extract data from the organisation’s database 

• The ability to reformat and load into a database designed for querying with an online 
analytical processing system (OLAP). 

An OLAP allows users to dynamically extract pertinent summary information. 
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Conventional data warehousing model: 

This is a system in which a large centralised store of consolidated business data is 
maintained by constant updates from the operational systems (branches/stores). 

 

The purpose of data warehousing 
Data warehousing has three primary purposes: 

1. Presentation of standard reports and graphs, consolidating data from a variety of 
sources into a standard format. 

2. Enabling of comparisons between different factors. 

3. To allow data mining. 

3. Data mining 
“Data mining is the analysis of data to unearth unsuspected or unknown relationships, 
patterns and associations.” 

“Data warehousing is for storing data, not turning it into information, whereas data mining 
turns data into information.” 
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Results of data mining: 

• Associations – where information can be correlated to another event. 

• Sequences – one event leading to a later event. 

• Classification – the recognition of patterns, resulting in a new organisation of the 
data. 

• Clustering – finding and visualising groups of facts not previously known. 

• Forecasting – simply discovering patterns in the data that can lead to predictions 
about the future. 

Models in data mining 
1. Predictive model 

• Used to forecast explicit values based on patterns determined from known results. 

• e.g. A model can be built that predicts which prospects are likely to respond. 

2. Descriptive model 

• Generally used to create meaningful subgroups such as demographic clusters.  

• These could be used for general marketing purposes. 
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Benefits of having data warehousing and 
data mining 

Disadvantages 

• Faster transaction and query execution 
can provide competitive advantage. 

• With a relatively small amount of data, 
specialist data warehouse software and 
hardware will not be required, as 
downloading a subset of data from 
production systems to PCs is a workable 
solution. 

• Systems used in different departments will 
often be incompatible. 

• There may be inconsistencies between 
different databases where duplicated items 
of data should, in theory, be identical but in 
practice are not. 

• The data will need to be analysed and 
cleansed before it can be integrated into a 
warehouse. This is neither quick nor cheap. 

• Staff may need to be trained to use the 
system. 

• It is vital to ensure that effective backup 
arrangements are made and strictly 
adhered too. 

 

4. Big Data 
“Big data is a term for a collection of data that is so large that it becomes difficult to store 
and process using traditional databases and data processing applications.” 

Big data also often includes more than simply financial information and can involve other 
organisational data, both internal and external, that is often unstructured. 

Examples: 

• Social network traffic 

• Web server logs 

• Traffic flow information 

• Satellite imagery  

• Streamed audio content 

• Banking transactions 

• Webpage histories and contents 

• Government documentation 

• GPS tracking 

• Financial market data 

Features of big data – Gartner 
According to Gartner, big data can be described using the 3Vs: 

• Volume - refers to the significant amount of data that the organisation needs to store 
and process. 

• Variety – big data can come from numerous sources. 

• Velocity – data is likely to change on a regular basis and needs to be continually 
updated.  
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Another V is also added to the above by the organisation: 

• Veracity – truthfulness – it is vital that the organisation gather data that is accurate, 
and failure to do so makes the data useless. 

 
 

Benefits of Big Data Problems with Big Data 

• Drives innovation by reducing the time 
taken to answer key business questions 
and therefore make decisions. 

• Gaining competitive advantage by 
identifying trends or information that has 
not been identified by rivals. 

• Improving productivity by identifying waste 
and inefficiencies or identifying 
improvements to working procedures. 

• Faster formulation of sales promotions 
and smarter targeting of receptive market 
segments. 

• Data sharing with other companies to 
create complimentary sales offerings. 

• One of the difficulties is the ability to 
convert it into useful information. 

• Due to the rapidly changing nature of big 
data analysis, there is a shortage of skills 
and support for these systems. 

• It is important to realise that just because 
something can be measured does not 
mean that it should be. 

• There is a risk that valuable time and 
money will be spent measuring 
relationships and information that may 
have no value for the organisation. 

• The organisation needs to consider how to 
keep data secured from viruses and 
hackers. 

• There may be legal and private issues if it 
holds large amounts of data on potential 
customers. 
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5. Knowledge management 
Knowledge management is the systematic process of finding, selecting, organising, 
distilling, and presenting information so as to improve comprehension of a specific area of 
interest. Specific activities help focus the organisation on acquiring, storing, and utilising 
knowledge for such things as problem-solving, dynamic learning, strategic planning and 
decision-making. 

Mayo’s definition of knowledge management: 

Mayo defines knowledge management as the management of the information, knowledge 
and experience available to an organisation - its creation, capture, storage, availability and 
utilisation – in order that organisational activities build on what is already known and 
extend it further.  

Note: 

Knowledge management is a new approach to the business in which an organisation 
consciously and comprehensively gathers, organises, shares and analyses its knowledge 
to further its aims. 

 

Types of Knowledge Management System 
• Knowledge distribution systems, e.g. email, scanners, e-fax, voice mail and 

document image processing (DIP). Groupware software packages like Lotus Notes 
can help to manage email, calendars, diaries and reminders. 

• Knowledge sharing systems, e.g. expert systems, databases, intranets and 
extranets. 

• Knowledge creation systems, e.g. computer-aided design (CAD) and virtual reality 
systems (VR). 
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Where the knowledge resides 
The intellectual capital can be divided between: 

1. Human capital: 

• Comprises human resources 

• The knowledge, skills and experience possessed by employees (can easily be 
overlooked in times of crisis) 

• This is vital to all service companies 

2. Structure Capital: 

This is divided into: 

• Innovation capital – intellectual property 

• Customer capital – address lists and client records 

• Organisational capital – systems for processing policies and claims 

 Implementing a knowledge management strategy 
Steps  Description  Explanation 

1 Gaining support from the top 
management  

Knowledge management will fail unless it has clear 
support from the “top team”. 

2 Creating technological 
infrastructure 

Hardware and software must be acquired and 
installed to communicate and store the knowledge. 

3 Creating the database structure 
Advanced database management may be required. 
This will be specifically designed for the type of 
knowledge the entity is looking to capture. 

4 Creating a sharing culture Convicing staff of the benefits, both to the 
organisation and themselves. 

5 Populating the database and 
using the knowledge 

The knowledge must be captured and recorded and 
individuals trained and encouraged to use it. 

Benefits of a knowledge management system 
• Higher workforce motivation 

• Reduction in inefficiencies 

• Increased ability to complete and add values 

• A culture where employees are encouraged to innovate and use knowledge to improve 
efficiency 



 
E3 - Strategic Management CH10 – Information for advantage 

and knowledge management 
 

  Page 10 

Problems with implementing a knowledge-sharing system 
• There may be technological barriers to overcome. 

• There may be situations in which problems arise because of incompatible systems and 
working methods in different parts of the organisation. 

• It is inevitable that some of the data will have to be transferred into a new common 
format, and this can lead to errors, omissions and inconsistencies if not done with 
great care. 

• There may be social barriers to information sharing. 

• There is likely to be some demotivation among staff. 

• There may be some political issues and inter-office rivalries. 

Learning organisations 
• A learning organisation is a knowledge-based organisation and also an organisation 

skilled at creating, acquiring, and transferring knowledge and modifying its behaviour 
to reflect new knowledge and insights.  

• It is an organisation that facilitates the learning of all its members and continuously 
transforms itself. 

• They encourage questions and explicitly recognise mistakes as part of the learning 
process. 

• They encourage testing and experimentation. 

The five disciplines of Peter Senge: 

Peter Senge outlines five disciplines that individuals or groups should be encouraged to 
learn to create a learning organisation.  

 

System 
Thinking

Personal 
Mastery

Mental 
Models

Shared 
Vision

Team 
Learning
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1. System thinking – the ability to see particular problems as part of a wider whole 
and to devise appropriate solutions to them. 

2. Personal learning and growth – individuals should be encouraged to acquire 
skills and knowledge. 

3. Mental models – deeply ingrained assumptions that determine what people think. 

4. A shared vision that does not filter knowledge (which undermines learning). 

5. Team learning – teams must be trained to learn because they are factors in group 
dynamics that impede learning. 

6. Chapter summary 

 


