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ABSTRACT 
 
 The paper reveals Knowledge Management Implementation relationship towards the shaping of 
competitive advantage for an organization. The explanatory method used is analysis qualitative as causal-
effectual analysis based on logical principles derive from various research results Based on analysis results, I 
find strong relationship between Knowledge Management Implementation and the shaping of competitive 
advantage for an organization through product innovation which fulfill product criteria, such as valuable, rare, 
difficult to imitate, and supported by organization. 
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Introduction 
 
 Today Knowledge Management (KM) becomes focus of attention from various practitioners and academic 
circles. The organizations have realized that to be able to complete in the developing market condition fast 
needs to develop competence and knowledge available in the organization (Orr and Persson, 2003). 
 According to Petrides (2004) that KM is an approach to integrate human beings, process and technology, in 
designing, catching and implementing intellectual infrastructure in an organization. The approach is not only 
designing and implementation from informational system but also the changes in managerial attitude, 
organizational behavior and policy. It makes people in the organization can develop their ability in collecting 
information and various knowledge that, at last, it supports service improvement and the work result. 
 KM grows as a new discipline which bears many definitions, approaches, and framework. There are some 
definitions of knowledge such as (Davenport, et. al., 1998) who says that knowledge is a high value of 
information which can be used to make decision and activity implementation. Meanwhile (Laudon and Laudon, 
2006) say that knowledge is an attribute of an individual or collection of attributes within organization. 
 A challenge for research in the field of organizational advantage is to understand whether there is 
relationship between KM and competitive advantage. Specifically, the paper reveals paradigm model of KM 
role in the success of shaping Organizational Competitive Advantage. 
 
Methods: 
 
 The method used in the paper is causal effectual model revealed through logical framework relationship 
among variables based on qualitative approach. It centralizes towards relation analysis of cause and effect 
collected from various literatures, processed, and analyzed and made into conclusion. 
 
Discussions: 

 
 The knowledge role in the human’s life of recent time from the economic world shows some paradigm 
changes. It can be observed in the last two decades as the world’s face has changed fast. During that time, the 
service world has taken power from two-thirds bruto national product and manpower (Purnomo, 2006). 
 Some people call the new world as knowledge economics. It is stressed by the birth of economic paradigm 
which places knowledge as the key factor of success for organization. Knowledge always has meaning of 
strength: strength for survival, adaptation, and face the hard environment (Buckman, 2004). In the other word, 
the knowledge become the most strategic source power and learning as the most substantial ability. 
 Even Prusak (2001) says that the researchers in the field of sustainable competitive advantage have made 
conclusion that one thing that made an organization competitive is how to use knowledge and how it can be 
used fast to create new knowledge. The knowledge placement as important capital investment for organization, 
stresses the important of implementation of KM as a strategy for organization to own competitive advantage. 
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 The most important thing for an organization is how to reach and maintain competitive advantage. It relates 
to the organization ability to formulate some strategies in exploiting changes to achieve profit by maximizing 
investment return. 
 The competitive advantage is an organization ability to formulate strategy that places it in the more profit 
position than that of other organization. We can see two main principles relate to the competitive advantage; 
namely, “costumer value” and “maintaining uniquess”. They will reveal from what level a business reach 
competitive advantage. 
 To achieve sustainable competitive advantage, the organization must create product which has valuable and 
rare, and difficult to imitate characteristic supported by organization. Conceptual model used in the paper 
adopted from model Barney (1991) who says that sustainable competitive advantage is valuable, rare, difficult 
to imitate and supported by organization. 
 
Valuable: 
 
 Through KM, the organization is able to improve organizational ability in reaching opportunities and/or 
neutralizing challenges. It is parallel to the opinion of (Chowdhury and Ahmed, 2006) who says that KM is a 
discipline which reveals that KM is a discipline which promote an integrated approach for identification, 
catching, evaluating, and recall and spread all organization information asset. It includes basis data, document, 
policy and procedures, and skill and experience of the knowledge worker which are unidentified, and can be 
meaningful substantially for organizational ability in answering opportunity and environmental challenges to 
create valuable product for consumer. 
 It is parallel with the opinion of (Wang and Chen, 2006) who say that KM can improve ability to adapt and 
compete of organization in the fast changeable environmental condition. Further more, WP2 Partners (2002) 
says that the goal of KM activities is to create catchable innovative ideas, spread and improved it become new 
knowledge among the employees and analyzes changeable environment where the organization operates its 
activities. 
 (Wang and Chen, 2006) says that organization needs to support the employees to involve in the KM 
activities in the framework to improve its individual ability to adapt. 
 
Rare: 
 
 The unique and rare product of organization is important to fulfill the competitive advantage criteria. It can 
be created by KM implementation. KM implementation will improve the employees’ ability in creating new 
ideas and develop new business opportunities (Darroch and Mc Naughton, 2002). WP2 Partners (2002) says 
that the aim of KM in to fasten the process of innovation by facilitating the occurrence of synergy and idea 
combination by considering all inputs available simultaneously. Through the process, it is expected that the 
available individuals within organization are able to interpreted their own new ideas to become new valuable 
product and process for organization. 
 Plessis (2007) says That KM has positive influence towards individual innovative ability. In his opinion 
that KM will make individuals combine their own knowledge through the process of direct learning 
simultaneously. It, finally, produces product/ process innovation. 
 Further more, Andriessen (2006) says that the advantage of the KM activities is very clear because the 
knowledge spread in the in the organization can be used for producing product/process innovation, prevent re-
inventing the wheel, improve product/process quality, improve the customers of consumer’s satisfaction and 
many others. 
 
Difficult to Imitate: 
 
 The valuable and unique product of an organization can make profit above normal for the organization in 
the short-term, although the other organization can imitate the product characteristic of their organization, then 
some time later, it will make no more than competitive balance. 
 Organization must work in developing and maintaining innovative characteristic from the human resources 
of the organization which cannot be imitated easily by the competitors. In this case, the KM Implementation 
provides significant effect for the shaping of organization through the innovative product creation in the short-
tern different cycle to consider the main goal of the KM Implementation is to improve innovation through 
optimallization of KM within organization (Cong and Pandya, 2003; Anantatmula, 2005; Hall, 2005; Liao, 
et.al., 2007). 
 Castells (2000) says that KM initiative is very important in facilitating organization development. It is 
based on argumentation that the organization growth depends on innovation as it depends on applicative ability 
and developing knowledge from persons within the organization. According to WP2 Partners (2002) that KM is 
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a catalyst in the organizational process in producing innovation that the KM can be defined as a process to assist 
the knowledge development to become innovative development. 
 
Supported by Organization: 
 
 Competitive advantage source must be designed as an organizational strategy. According to Sabri (2005) 
some experts in the field of management agree that structural characteristics of an organization has significant 
effect towards attitudes and behaviors of workers. To his opinion, a good organizational structure will not 
directly produce good performance but bad organizational structure will cause good performance is difficult to 
reach, without considering how good the individual’s ability from the manager within organization. 
 In this case, KM is not only the process of KM but also a knowledge-based management process. The aim 
is how to create facilities and supported environment towards the process of creation, storage, spread, and 
knowledge application within organization. The KM is a systematic effort to support and facilitate the 
knowledge current within organization which can fasten the process of organizational learning. One of 
substantial approaches in the KM Implementation in the organization is the shaping of organizational culture. 
 Culture is the normative glue which is a common agreement that unites the organization (Hughes, 1966). 
Cultures determines individual’s attitudes and subjective norms towards KM (Bock, et. al., 2005; Hansen and 
Avital, 2005; Kwok and Gao, 2005). 
 Trust and teamwork spirit among employees will enhance respect for each other, and in turn will improve 
subjective norms towards KM. It can be said that trust and teamwork have positive influence on attitudes and 
subjective norms of an individual towards KM. 
 On the other hand, if one has trust for others, he or she will be willing to commit a teamwork, and this will 
motivate the employee to conduct KM (Brink, 2001). A culture of teamwork where people help each other in 
their work (Lee and Choi, 2003) will gradually develop trust among all members of organization. Here the 
existence of trust and network gives positive influence on one another. 
 Accordingly, clear organization vision and goal will drive employee’s awareness and understanding of their 
roles and contribution, as well as their understanding of the benefit of KM (Kim and Lee, 2006). It can be 
concluded that clear organization vision and goal will have positive influence on attitudes and subjective norms 
of an individual towards knowledge sharring. 
 Based on the above analysis, we can conclude that to develop competitive advantage needs support of 
organizational innovative ability as the main product of KM as the innovative ability for an organization is to 
product a new product, and the ability to develop and produce method and a new way to give added value for 
organization. 
 In the contact of competitive advantage, innovative ability is dynamic ability as the most critical factor for 
organization and form from the asset or special resources whether real or unreal, the form can be as product, 
process, knowledge and experience (Wei, 2006). 
 Ussahawanitchakit (2007) defines innovative ability as ability to develop new product which can satisfy the 
market need or demand, apply more useful technology for the new product, develop and adopt new product or 
processing technology for the future need, besides it relate to the ability to respond sudden technological change 
activities and opportunities made by the competitors. 
 Innovative ability can be defined as expertise and knowledge needed for effective knowledge absorbance to 
become master and improve available technology to create something new (Lall, 1992). In the alliance concept, 
innovative ability is defined as ability to create new knowledge within organization based on internal and 
external knowledge (Yan, 2004; Liao, et. al., 2007) says that innovative ability is often told as ability to offer 
changes to society product innovation and the ability to produce the way to create and delivered process 
innovation. 
 The useful principle of KM for organization is to empower the knowledge potentiality owned by 
organization as intellectual capital to improve product added value produced to keep organizational position in 
the best of excellence. 
 KM Implementation in organization stresses on the process of learning in the form of knowledge transfer 
rooted from sharing culture as the base. As a process to be always able to produce added value that KM 
Implementation is as a change process in realizing innovative result which must be managed by the support of 
human capital factor and a strong organizational structural capital. 
 
Conclusion: 
 
 The KM Implementation within organization will be able to give effect on the competitive advantage 
significantly in the organization through product innovation which qualifies product criteria, such as valuable, 
rare, difficult to imitate, and supported by organization. 
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