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Abstract

We live in an era which is an interval of significant technological as well as economic and
social shifts. This is elucidated by the move from a traditional society based on industry to a
modern knowledge-based society. Most important aspect of this is not the increase in
production volumes and forms. Rather it is the emergence of novel and fundamentally novel
knowledge. Above mentioned society would therefore focus on new knowledge to produce
new goods and technologies. It also looks into different ways of economic, manufacturing,
ecological, humanitarian and social governance. This study explores the potential of
translating knowledge, creativity and innovation into an efficient definition of a product.
Obviously, the present century is a period of change in quality and lives of people on grounds
of creativity and innovation. Two main practices for businesses are knowledge management
and innovation. Management of knowledge is regarded as a key management strategy when it
comes to the present period of economy which is a knowledge - based one. Ever growing
competition, consumer demands and novel avenue for business has created the necessity for
innovation by companies. The key position of knowledge management in innovation must be
understood due to the fact that it exerts an important impact on innovation. The importance of
this work lays on how knowledge management aid organizations to improve innovation of its
products and services to achieve competitive advantage. This also aims to add on to literature
by providing a working definition of innovation which is outcome-oriented and at the same
time based on comprehensive knowledge.
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1. Introduction

Innovation has become the central part of businesses in today's rapidly changing business
world. Rapid pace of new product development, narrow lifecycles of a product as well as
swiftly changing technologies, has made the speed of innovation possible. This has led to the
alteration of the essence of global economic growth. Growth in the amount of knowledge
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available to enterprises has improved the sophistication of creativity.

At this point, the development of society is knowledge-based. Further it is clear that only
those systems which produce, growth and those which could assess knowledge can be
regarded to be efficient. In addition, commerce in such developed economies are already
metamorphosing expertise and innovation from the processing of raw materials into the
processing of information. This drift in progression of society and economy is called the
"third wave”. This suggests that world's developed economies are already being transformed
into information and knowledge-based organizational systems. It forces businesses, for their
part, to developing their knowledge base constantly so that they adjust to the newer condition
which is regarded as a significant competitive advantage. When it comes to accumulation of
expertise, persistent rally is there which is mostly designed on a corporate basis. Because of
that Awareness is regarded to be the single most significant economic reserve for gaining a
sustainable corporate outcome. The gathering knowledge and its conversion into creativity
are connected to all sources of the fight for the benefit of companies. Individual who
continuously adjusts to the fluctuating discrepancy between the ability to utilize knowledge
and the circumstances in practice for its application as goods, procedures etc.
needs Knowledge as an internal need. Novel requirement for knowledge shall be developed,
identifying the duel phases of the production of innovation: speech and opportunity; in other
words, the generation of innovation and the creation of grounds for the realization of its
product.

The accumulation of knowledge and its transformation into creativity are connected to all
avenues for the fight for viable benefits of an organization. An individual who continuously
accustomed to the evolving discrepancy between the ability to utilize knowledge and the
practical situations for its use as goods, procedures and so on, demands Knowledge as an
internal need. Recognizing speech and opportunity, which represent the duel phase formation
of innovation, a novel human requisite for knowledge is due to be developed (Tomov, P,2015,
22-24). The foundation of this creation is the process of invention, which is a creative process
which includes the entire innovation cycle, including operation, from birth to production and
realization, conception, design, production and realization.

2. Literature Review
2.1 Traditional Innovation

Innovation requires a result with the mechanism at the same time to achieve this outcome.
Innovation has been identified as the first, centered on the seminal work of Schumpeter
(1934), the implementation of a new product, procedure, operation, or framework. It
illustrates the dual definition of the essence of innovation as a method (introduction) as well
as an outcome (product, process, Process, Scheme). "The process of innovation is defined as
"getting into use" (Kanter, 1984, p. 20), "introduction and application” (West and Farr, 1990,
p. 9) or "development and implementation™ (West and Farr, 1990, p. 9). Implementation” of
an idea (Van de Ven, 1986, p. 590). When the emphasis of the description is on the as a result,
innovation is characterized as goods, processes, software, ideas, concepts, etc. New to the
environment in which it is being applied (Damanpour, 1991; Dougherty, 1992a; Howell and
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Higgins, 1990; Pennings and Harianto, 1992; Marcus, 1988).

Innovation is a complicated system that requires a number of variables at various levels
(Kong & Li, 2007). The mechanism of creativity and the influences that influence it should
be organized and consistently controlled. Innovation concepts are just as broad as the number
of scholars who have researched the idea (Katz & Preez, 2008). A potential explanation for
this is the number of diverse fields that have centered their attention on creativity and a
concept has been developed based on their unique viewpoints and experiences. Any patterns
appear to be replicated in the literature, considering these variations.

Innovation excellence needs companies to be able to respond quickly to changes in their
market situation and to recognise and take advantage of new opportunities through the
creation of innovative solutions (Martensen and Dahlgaard (1999) ). Katz & Preez, (2008)
explained that, A variety of business attributes have been described that have been shown to
increase the capacity of an organization to adapt quickly, effectively and innovatively to
change. The variations in the usage of operational principles based on the scale of the
enterprise and technical intensity have been analyzed by Palcic et al. They also address
developments in the use of principles of business innovation and organizations' future
strategies. They illustrate that the use of particular principles of technological and operational
advancement is extremely diverse.

2.2 Knowledge Based Innovation

The literature on innovation which based on knowledge explores the knowledge contented of
an innovation with an emphasis on three specific areas: the meaning of the knowledge
concept in organizations, the development of knowledge in the process of innovation and
processes by which innovation relates to knowledge. Typically, the three areas of knowledge,
innovation, competitive advantage are orientated towards explanation of knowledge' s role in
the innovation process. Different versions of a knowledge-based innovation method can be
found in literature (e.g., Galunic and Rodan, 1998; Takeuchi and Nonaka, 1995).

Those models explore the features of awareness and its effect on the process of knowledge
formation, whose output is implicitly seen as an innovation. Tsai and Ghoshal (1998) and Tsali
(2001), for instance, are present organizational innovation models that draw a parallel
between the creation of knowledge and innovation. While these models highlight the position
of different knowledge development processes and for the development of new knowledge,
and recombination, they usually fail to decide whether is it possible to explicitly view this
new information as an invention.

2.3 Knowledge Management

According to Grover & Davenport (2001)" In many aspects of the business, knowledge is
integrated and "knowledge management can be framed as the challenge of developing an
efficient and effective operational knowledge marketplace”. In order to foster efficient and
more consistent decision-making, Probst et al. (2000) proposed knowledge management as
the management of the organizational knowledge and information resources of an
organization and its business processes. Knowledge management is recognized in enterprises
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in a constantly changing world as the fundamental practice for acquiring, increasing and
maintaining creativity (Malhotra, 2000). Davenport and Grover (2001) and Liebowitz (2000)
promote the long-term sustainability and development of the effective use of the company's
organizational expertise through its business processes. Knowledge management is defined
by Nonaka and Takeuchi (1995) as the management of certain systems that control
knowledge generation, dissemination and usage. Organizational knowledge is influenced by
organizational rituals, symbols, traditions and standards of behavior, etc., i.e. the culture of
the organization that has been built over time and is thus unique to the organisation. The
corporate culture, therefore is a fragile, unique and imperfectly imitable one. In the modern
economy, the strategic value of corporate expertise has emerged, as individuals quickly
transfer from companies taking their interactions with them due to the globalization of the
economies. It is focused on the life cycle of knowledge management: knowledge formation,
storing and retrieval of knowledge, transmission of knowledge and application of knowledge.

At various levels within the organisation, from the person level to the external level,
information management cycles can occur (Rounti, 2009). The implementation of the said
viewpoint is essential because it might allow one to recognize which levels are better or
weaker in organisations, If one of them is more significant than the others, etc. Information
management cycles may occur at different levels within the company, from the individual
level to the external level (Rounti, 2009). The introduction of this point of view is also very
helpful because it might allow one to identify which levels of organizations are stronger or
worse, whether some of them are more important than others, etc.

2.4 The Connection between Knowledge and Innovation

Enterprises are integrated organizational process networks and organizations with knowledge.
For innovation, new knowledge is necessary, but it reduces the benefits of knowledge the
valuability of knowledge depends on its impact. Effective innovation involves the interaction
between knowledge and operating processes in one way or another new knowledge, on the
other hand, is introduced into the new stream (Kanter, 1989) and innovation is essential to
new knowledge. As Schumpeter pointed out, Innovation is not only the invention of
something new, but the sale of this invention is also, more importantly (Schumpeter, 1934).
Novelty factor and marketing are two important characteristics to identify innovation from
this point of view. From the perspective of knowledge or the management of knowledge,
innovation comes from the development of knowledge and marketing is done through the
application of knowledge. The newly generated knowledge contributes to the required variety
to progress and recreate organisations, although the utilization of knowledge contributes
towards enhancing efficiency or generating value. The development and implementation of
knowledge are therefore two fundamental aspects of innovation. The development of
knowledge is related to the innovation process that creates new knowledge. The application
of knowledge is the way to grasp the hidden potential of knowledge. The implementation of
knowledge. Innovation that creates new value through an organization's information capital is
a knowledge management sector. The creation of modern organizational services, products
and procedures in today's world has been especially significant with regard to innovation
(Bornemann et al. 2003). Innovation means regeneration and transformation. The emergence
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and applying of the new knowledge is essential for innovation and illustrates the strong
relations of knowledge and innovation. Kosturiak, 2010: Innovation creates value via
knowledge. Knowledge management consists of a collection of systems, policies and
methods linking employee knowledge to the development of creative solutions with new
value sources (products, services, processes). Innovation is a systemic and fundamental
improvement that offers consumers a new benefit who are willing to pay for it (Zeleny,
2005).

As the major attraction of the organization, the innovation process must be created. As for the
major attraction of the organization, the innovation process must be created. Four
fundamental issues arise in knowledge management and innovation study, as Van de Ven and
Engleman (2004) have reported. The first is the human problem of how organisations become
inventive by seeking new knowledge rather than utilizing established knowledge. Secondly,
there is the process of creating a process that handles and applies concepts. The third relates
to a systemic issue of infrastructure building across organizational borders in order to
consume and gain information and to encourage, support and promote innovation activities.
The final topic deals with the management problem of the development and management of
an innovation-specific context. These four topics have been studied by researchers of both
internally and externally influencing Knowledge Management and innovative strategies.
Internal considerations include organizational structures, processes for monitoring and
coordination, collaboration and organizational cultures. External variables provide a variety
of contingencies that affect the activities of Knowledge Management and innovation. The
knowledge base vision, but less well known is the specification on the relation to innovation
(Johnston & Paladino 2007), has put much effort into understanding forms, knowledge
development and the relation between Individual knowledge and organizational training and
other issues.

3. Innovation as a Result of Knowledge Management.

Knowledge literature describes the pre-requisite for current knowledge a process of
innovation must take place, making path-dependence a crucial problem. For example,
absorption capacity is the same as the creative capacity of a business, and this is seen as a
variable of the previous Knowledge (Cohen and Levinthal, 1990). A very low knowledge
level lead innovation ability to be "locked-out" in case the degree of information is so distant
behind it that it gets to be "locked-out “unable to acquire the requisite path- dependent
information.

Although knowledge is a pre-requisite for innovation, the initiator of the innovation process
is not commonly considered. Nonaka and Takeuchi (1995) layout a prepare of development
that begins with concerns being generated and identified by an organization. As innovation
starts with a dilemma, tacit knowledge becomes essential, partly because of the effect of
reliance on the road, but also because it guides further knowledge creation or anticipates the
ultimate solution.

Initially, the processes relating to knowledge and innovation are frequently examined in
discourses of organizational capabilities and the company's knowledge-based perspective.
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Kogut and Zander (1992) assert that the combinational capacity of a firm drives innovation.
That is the dynamic capacity of the organization to synthesize and apply expertise in
combination with the “technology’s new potential (Kogut and Zander, 1992, p. 391) enables
an organization to create novel applications from existing information. Additionally, Grant
(1996) argues that information integration is essential for competitive advantage which this
integration takes place through course, schedules and an ability progression.

Innovation has long been thought of as information -intensive in literature (Kanter, 1988),
and knowledge has been recognized to play an important role as an organizational feature in
promoting innovation (Dougherty, 1992b). Innovation models detail the form of information
processes that promote the production of knowledge in the knowledge literature (Nonaka,
1994; Galunic and Rodan, 1998). They may not explicitly define, however, what the result of
their method of creativity is. Innovation is basically new knowledge, and that innovation can
therefore be conceptualized as an outcome from a knowledge- based perspective.

This article adds to the literature of innovation by presenting a s system to comprehend the
literature of innovation and make sense of the variety of the innovation concept's meanings
and operationalization.

4. Conclusion

In conclusion, knowledge may be believed to be the basis or foundation for the development
of an innovative concept. And the effectiveness of applying this description depends on the
types, methods and methods for quicker and more realistic implementation and faster
application execution. The new criteria for production also suggest a radically new type of
industrial construction. By the use of global knowledge networks, production can be stepped
up and the quality of the goods produced can be greatly improved. By the use of global
knowledge networks, production can be stepped up and the quality of the goods produced can
be greatly improved.

Innovations are a priority for the development of environmentally sustainable technical
schemes, methods and processes. In this regard, social issues and environmental constraints
would exert their pre-eminence on the growth of innovation in production in the future. In
addition, productivity and quality, determined by the collection of factors that are produced
by the impact of new technologies, will have an integral significance. These new high
efficiency technologies are a direct product of taking advantage of the latest developments in
computer technology and innovation.

This study promotes the idea of the management of knowledge and ties it to innovation. The
literature review found that there is a strong correlation between the management of
knowledge and innovation. Knowledge practices such as knowledge acquisition, management,
sharing, learning, reuse and retrieval also play an important role in bringing innovation to the
market. Innovation means that new concepts, methods, goods or services are created,
embraced, and implemented. It is clear that the management of expertise is closely linked to
organizational creativity. Many scholars emphasize the significance of such an orientation to
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improve the potential for creativity. In contrast to those organizations that don't concentrate
on this aspect, organizations that quickly capture and incorporate new information through
the enterprise will be able to encourage innovation.
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