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Abstract 

  In the information system, organizations face a dynamic environment, where they have to be on the lookout for ways to sustain their competitive benefit. The growth of internet and globalization, toname a few factors, have resulted in information interchange and availability, bringing down the period for which organizations can hold on to their competitive benefit. One of the ways in whichorganizations can sustain and improve their competitive benefit, in the current environment, is to reduce cost and thereby maximize value. Organizations have realized that this could be achieved byimplementing a knowledge management system and leverage on the benefits of this system to reduce costs. In this paper, some Management fields in Knowledge Management have been introduced and presented with the main focus on Cost Management.   
Keywords : Knowledge Management; Cost Management; Strategic Cost planning; value engineering;           Cost reduction  
1.  INTRODUCTION Business exists to create and render VALUE.Ultimately, that is the one buzz word thatencompasses and integrates all streams of study,be it, Finance, Marketing, Human Resource,Information Technology, Strategy, Supply chainand so on. This study focuses on how organizations canleverage on knowledge management practices toreduce costs and thereby increase value. Theapplication of the theory is illustrated through acouple cases on HP and Infosys. It details howthese companies have developed knowledgemanagement systems and used them for strategiccost 
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2.2 Importance of Knowledge Management The importance of knowledge management is alsoevident from various surveys and researchconducted by management consultants and theexpenditure incurred by many corporate ondeveloping knowledge management systems. Some cases in point are: 
 A survey conducted jointly by PriceWater House Coopers and WorldEconomic Forum; found that 95% ofCEO’s saw KM as an essentialingredient for the success of theircompany. 
 According to the International DataCorporation, companies worldwideare expected to dramatically increasetheir knowledge managementexpenditure from 10% to 100%. 
 British Petroleum (BP) managersattributedhuge amount ofadded value as a direct result of KMapproach. Various refineries of BP,due to KM approach saved between10% to 100%. 
 British Telecom offered significantincentives for the contributors ofknowledge. 10% of additional incomegenerated was due to new idea or contribution. 
 Realizing the need to provide anatmosphere for innovation to givebirth and emphasizing knowledgeculture in the organization, 3Mallowed 15% of the week’s workingtime for creative work and new ideasand as a result they had about so manynew products. Proceedings on Manufacturing Engineering, Quality and Production Systems varied perspectives for the benefit of wholeorganization.Past is a history. Future is a mystery. But still itcannot be denied that the decisions are taken withthe known past for an unknown future, wherechange is the changeless law of the world. But, theconstraints are faced by all the businesses. Smartare those companies that render value to increasethe corporate performance in the competitiveenvironment! Improved corporate performancedepends on competitive advantage enjoyed orcreated by the organizations, either by Productdifferentiation strategy or (low) Cost leadershipstrategy. Cost leadership is achieved throughstrategic cost management and how knowledgemanagement accelerates the efficiency andeffectiveness of the same is the intended area ofresearch and study. 

 

2.3 Knowledge Management andCreativity Creativity is the ability to bring in new appropriateand relevant ideas through imagination andintuition. Innovation is the process ofoperationalzing the new idea.There are various processes associated with theprocess of creating new ideas, like, brainstorming,lateral thinking etc. The ideas created by thesemethodologies can be harnessed through properand appropriate knowledge management systems.Nonaka suggested that successful companiesare those that consistently create new knowledgeas solutions to unfamiliar problems, disseminatewidely throughout the organization and quicklyembody it in new technologies and products,which implies that a proper knowledge base is asource of creation of new knowledge in theorganization. The creation of new knowledge isthrough creative ways of combining existingknowledge units available in the organization.Donald Schon, an American writer has argued thatcreativity comes out of displacement of ideas,using concepts in one field in another field. Thisstatement highlights the importance of aknowledge base since the concepts of one field tobe used in another field can be effective if theideas and concepts are stored in a knowledge base.Organizational innovation requires exploring newways of combining existing ideas in a new way. 
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Cost Management. Implementing an usefulstrategy for strategic management usingknowledge management base is one of the mostapplication for doing it as described in this paper.  
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