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Abstract — Knowledge management is recognized as
an important weapon for sustaining competitive
advantage and improving performance. The evaluation
of knowledge management (KM) performance has
become increasingly important since it provides the
reference for directing the organizations to enhance
their performance and competitiveness. This paper
provides an understanding of factors that involved in
implementing knowledge management concept to
enhance organizational performance. Also, it provides
an assessment tool that helps organizations to assess
their knowledge management capabilities and identify
the possible existing gaps in their knowledge
management systems and suggest the possible ways to
enhance organizational performance. The results show
that all elements of knowledge management
capabilities have a positive significant relationship with
all measures of the performance at 1% level of
significant; it means that there is a great correlation
between knowledge management capabilities and
organizational performance

Index Terms — Knowledge Management Framework;
Organizational Performance; Knowledge Management
Capabilities

I. INTRODUCTION

The twenty first century is the era of knowledge
economy, in which most organizations possess
knowledge that enables them to improve their
performance. How does the organization enhance
organizational ~ capabilities to  boost internal
performance and external competitiveness is a critical
issue. Many scholars had attempted to measure the
contribution of the KM by different models. Gold et al.
M examined empirically the issues of effective
knowledge management from the perspective of
organizational capabilities. They found that knowledge
infrastructural capability and knowledge process
capability are the drivers of organizational
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effectiveness. Lee and Choi @ examined the
correlation between knowledge management processes
and organizational creativity. They concluded that,
knowledge management processes are significant
predictors for organizational creativity.

Recently, Quink ! investigated the impact of
knowledge management on the organizational
performance of nonprofit organizations. The results
showed that there is a positive relationship between
knowledge management infrastructure, knowledge
management process, and organizational performance.
Suzana and Kasim ™ studied the significant role of
Knowledge management practices in improving the
performance of organizations. The results showed that
the levels of knowledge management practices were
important criteria for determining and improving
organizational performance.

More recently, Chang and Chuang ™ examined
empirically the effective KM processes from the roles
of infrastructure capability and business strategy on
firm performance. The results confirmed the impact of
KM processes on firm performance. Mills and Smith !
studied the impact of knowledge management
resources on organizational performance. The results
show that some knowledge resources (structure &
acquisition) were directly related to organizational
performance, while others (technology & culture) were
not directly related to organizational performance.

Accordingly, this study analyzes the previous studies
and measures knowledge management elements to
investigate the correlation between knowledge
management  (infrastructure and processes) and
organizational performance.

The remainder of this paper is organized as follows.
Sections 2&3 present KM components and KM
performance. Section 4 describes the research
methodology, whereas Section 5 discusses the results.
Finally, we conclude with summaries of this work.

Il. KNOWLEDGE MANAGEMENT
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28 The Role of Knowledge Management in Enhancing Organizational Performance

Knowledge is not easily measured or audited, so
organizations must manage knowledge effectively in
order to take full advantage of the skills and experience
inherent in their systems and structures as well as the
tacit knowledge belonging to the employees of the
organization.

2.1 Knowledge Management Definitions

Knowledge management (KM) has been defined in
different ways in scientific literature; Wiig ™ defined it
as “a group of clearly defined process or methods used
to search important knowledge among different
knowledge management operations”. Gupta et al. 4
defined KM as “a process that helps organizations to
find, select, organize, disseminate, and transfer
important information and expertise necessary for
activities. Recently, Filemon and Uriarte ©! defined
KM as the broad process of locating, organizing,
transferring, and using the information and expertise
within an organization.

2.2 Knowledge Management Components
wiig ! stated that knowledge management aims

and secondly to make an organization to realize the
best value of its knowledge assets.

2.2.1 Knowledge Management Infrastructure

The knowledge management infrastructures are the
mechanism for the organization to develop its
knowledge and also stimulate the creation of
knowledge within the organization as well as the
sharing and protection of it. Many researchers
discussed the knowledge management infrastructure
capabilities  through the following elements:
technology; structure; culture and human resources as
shown in Table 1.

2.2.2 Knowledge Management Process

The knowledge management processes is defined as
the degree to which the firm creates, shares, and
utilizes knowledge resources across functional
boundaries L. Many researchers discussed the
knowledge management process capabilities through
the following elements: acquisitions; conversions;
applications storing and protections as shown in Table

firstly to facilitate an organization in acting 2.
intelligently, in order to secure its viability and success,

Table 1. Knowledge management infrastructure elements

Elements Definition Author(s)
Technology refers to as the technical systems within an organization, which
Technology determine how knowledge travels throughout the enterprise and how
knowledge is accessed. (). 121, [31. [51:
Structure refers to the extent of an organization’s structural disposition toward [°). 110}, [111,
Structure : e [12], [13], [14]
encouraging knowledge-related activities. L AL
Culture is a set of shared values, norms and beliefs, mainly implicit, that the | [ [t} 17}
Culture L. [18], [19], [20] &
members of an organization possess.
Human Human resources describe the extent to which employees specialize in a (21]
particular domain and demonstrate the capability of applying that knowledge
resources . .
to interact with others.
Table 2. Knowledge management process elements
Elements Definition Author(s)
Acquisiti Acquisition is a process that covers the activities of the accessibility, collecting
cquisition s .
and application of acquired knowledge.
Conversion is a process that converts knowledge acquired from external and
Conversion internal sources into useful and applicable forms to improve productivity and 11 141, [6
. . [1]. [41. [6],
busm_ess_operatlons. _ [14], [17], [20],
Application is the process of actual use of knowledge. The application of | 1, 21, 23,
Application knowledge enables organizations continuously to translate their organizational | 4, 251, [26]
expertise into embodied products. [27] & [28].
Storin Storing is the process of keeping Knowledge within the organization and
g includes physical resources as well as non-physical resources.
. Protection is the process of secure the knowledge asset and keeps it safe and
Protection -
accessed only by authorized personnel.

Many scholars had attempted to measure the
contribution of the KM by different models. Table 3
summarized the knowledge management performance
measures.

I1l. KNOWLEDGE MANAGEMENT
PERFORMANCE
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Table 3. Knowledge management performance measures

Performance measure Author(s)

- Perceived usefulness

- Market share

- Profitability & Growth rate

- Innovativeness 121, 131 [41, [5], [10], [13],

- Customer satisfaction 151, [18], [19], [21], [29].

- Sales growth [30], [31], [32], [33], [34],

- Efficiency & Effectiveness [35], [36] & [37]

- Return on investment

- Productivity

- Competitiveness

- Cost performance

IV. RESEARCH METHODOLOGY

The main objective of this work is to study the role
of knowledge management in enhancing organizational
performance of some Egyptian organizations. To fulfill
the objective and achieve the goal of this research work,
a questionnaire was designed to collect the required
information.

4.1 Questionnaire Design

Questionnaires are an inexpensive way to gather data
from a potentially large number of respondents. The
questionnaire was designed based on Gold et al. ™ and
Liao et al. ™® models; it consists of four main parts:

e Part (I): Demographics: personal information
and organization information.

e Part (II): KM infrastructure: to measure
technology; culture; structure and human resource
and has 24 measuring statements.

e Part (I11): KM process: to measure acquisitions;
conversions; application; protection and storing
and has 30 measuring statements.

e Part (V): KM performance: to measure
productivity; profitability; market share; sales
growth; innovativeness; cost performance and
competitiveness and has 14 measuring statements.

The participants were asked to rate their perception
towards the knowledge management deployment level
within their organizations on a five-point Likert-type
scale with anchors from “5- Strongly agree” to “1-
Strongly disagree”.

4.2 Research Sample and  Questionnaire
Distribution

Organizations under study were medium and large
size organizations. The list of organizations was
compiled from Cairo Chamber of Commerce (CCC),
Egypt. Thirty organizations (10 governmental
organizations, 10 private organizations and 10 public
organizations) were selected randomly based on their
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experiences.  After personal contact, fourteen
organizations (5 governmental organization; 6 private
organizations and 3 public organizations) were agreed
to participate in the study conditioning to hide their
names. To ensure full coverage of potential
respondents, several meetings were hold with
supervisor persons to explain the questionnaire
objectives and to answer any question regarding the
questionnaire. Supervisors have been asked to
distribute not more than 40 copies of the questionnaire.
The questionnaire has been distributed regardless the
IT employee position, sex, age, education or
experience.

4.3 Data Collection

The data were collected during the period July 2011
— October 2011. The total number of received
questionnaires is 302 questionnaires out of 560. Table
4 & Figure 1 show number of received questionnaires
based on sectors, whereas Table 5 & Figure 2 show
number of received questionnaires based on
organization types, and finally Table 6 & Figure 3
show number of received questionnaires based on
organization size.

Table 4. Number of responding organization based on sector

Organizations
Sector
No. %
Qil (0) 2 14.28%
Information Technology (IT) 1 7.14%
Industrial (1) 2 14.28%
Services (S) 9 64.28%
Total 14 100 %

= 0il (0)

M Information
Technology (IT)

Industrial (1)

M Services(S)

Figure 1. Number of responding organization based on sector

Table 5. Number of responding organization based on
organization type

Organization Organizations

type No. %
Governmental 5 35.71%
private 6 42.86%
public 3 21.43%
Total 14 100 %
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B Governmental
H private

public

Figure 2. Number of responding organization based on
organization type

Table 6. Number of responding organization based on
organization size

Organization size Organizations
No. %
Large 10 71.5%
Medium 4 28.5%
Total 14 100%

N large

B Medium

Figure 3. Number of responding organization based on
organization size

4.4 Data Analysis

The Statistical Package for Social Sciences (SPSS
16.0) software was used to analyze the data collected.
Internal consistency of scales was measured by
Cronbach’s alpha coefficient, if the test shows that the
value of the Cronbach's Alpha equal 0.80 or above, it
means the collected data are consistent (Pallant, 2005).
The result of test showing the value of the Cronbach's
Alpha equals to 0.903. This confirms the reliability of
the collected data (internal consistency is excellent).
Also, the results show that all the nine elements of
knowledge management capabilities are accepted as
important elements as shown in Table 7, it means that
all data collected are reliable and can be analyzed.

Table 7. "Cronbach's Alpha" if Item Deleted

Protection .889

Storing .891

V. RESULTS AND DISCUSSIONS

To explore the role of knowledge management in
enhancing the performance of an organization and
identify the best predictor of the organizational
performance, the results were discussed according
sample classifications as follows:

5.1 Results analysis based on organization Size

Table 8 shows participants’ opinion towards
knowledge management infrastructure, process and
performance. The higher value was achieved by the
large organizations. This means that the large
organizations have better knowledge management
capabilities compared to the medium organizations.

Table 8. Elements of knowledge management based on
organizations Size

Organization Size
Elements -
Large Medium
knowledge Infrastructure Capabilities
Technology 3.76 3.51
Culture 3.68 3.65
Structure 3.27 3.35
Human resource 3.74 3.77
Average 3.61 3.57
knowledge Process Capabilities
Acquisitions 3.62 3.56
Conversions 3.66 3.57
Application 3.73 3.64
Protection 3.66 3.46
Storing 3.74 3.68
Average 3.68 3.58
Organizational Performance

Productivity 4.04 4.02
Profitability 4.00 3.98
Market Share 3.98 3.99
Sales Growth 4.00 3.95
Innovativeness 3.91 3.93
Cost performance 4.00 3.98
Competitiveness 4.01 4,01
Average 3.99 3.98

Item Cronbach's Alpha
technology .891
Culture .890
Structure .903
Human Resource .893
Acquisitions .889
Conversions .890
Applications .891

Copyright © 2012 MECS

Elements showed high values are technology (3.76)
as an infrastructure, storing (3.74) as a process element
and productivity (4.04) as a performance element. The
same results for small organization except human
resources instead of technology in large organizations.

5.2 Results analysis based on organization type

Table 9 shows participants’ opinion towards
knowledge management infrastructure, process and
performance. The higher value was achieved by public
organizations. This means that the public organizations

1.J. Information Engineering and Electronic Business, 2012, 5, 27-35
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have better knowledge infrastructure capabilities
compared to the private and governmental
organizations.

Elements showed high values are human resources
(3.85) as an infrastructure and storing (3.93) as a
process element. The highest value of the
organizational performance was achieved by public
organizations, while the lowest value was achieved by
the governmental organizations.

Productivity element showed high value in public
(4.28) and governmental organizations (3.96) followed
by sales growth in public (4.27), and competitiveness
and market share in governmental organizations (3.89),
whereas competitiveness showed high value in private
organizations (4.02) followed by cost performance
(3.98).

Table 9. Elements of knowledge management based on
organizations type

Table 10. Elements of knowledge management based
on organizations sector

Sector
Elements
o | m | 1 | s
knowledge Infrastructure Capabilities
Technology 4.35 4.34 3.40 3.68
Culture 3.54 4.39 3.59 3.64
Structure 3.04 4.22 3.32 3.21
Human resource 3.69 4.36 3.61 3.74
Average 3.65 4.33 3.48 3.57
knowledge Process Capabilities
Acquisitions 3.31 4.19 3.50 3.60
Conversions 3.12 4.30 3.56 3.63
Application 3.43 4.38 3.74 3.64
Protection 3.44 4.25 3.64 3.54
Storing 3.54 4.33 3.68 3.69
Average 3.37 4.29 3.63 3.62
Organizational Performance
Productivity 3.71 4.35 3.94 4.06
Profitability 3.54 4.43 3.88 4.02
Market Share 3.46 450 3.87 4.01
Sales Growth 3.57 453 3.94 3.97
Innovativeness 3.64 4.60 3.91 3.87
Cost performance 3.64 4.48 3.92 3.99
Competitiveness 3.71 4.40 3.97 4.01
Average 3.61 4.47 3.92 3.99

Organization Type
Elements - -
Gov. Private Public
knowledge Infrastructure Capabilities
Technology 3.64 3.68 3.79
Culture 3.52 3.70 3.85
Structure 3.26 3.47 3.18
Human resource 3.63 3.78 3.85
Average 351 3.66 3.67
knowledge Process Capabilities
Acquisitions 3.55 3.64 3.66
Conversions 3.55 3.60 3.85
Application 3.57 3.74 3.88
Protection 3.48 3.59 3.86
Storing 3.61 3.72 3.93
Average 3.55 3.66 3.84
Organizational Performance

Productivity 3.96 3.92 4.28
Profitability 3.86 3.95 4.22
Market Share 3.89 3.91 4.20
Sales Growth 3.83 3.92 4.27
Innovativeness 3.76 3.86 421
Cost performance 3.86 3.98 4.19
Competitiveness 3.89 4.02 4.16
Average 3.86 3.94 4.22

The least important elements in private and
governmental organization are innovativeness (3.86 &
3.76 respectively), whereas the least important
elements in public organizations are competitiveness
(4.16).

5.3 Results analysis based on organization sectors

The relationship between knowledge management
capabilities and performance will be described
according to sector type. Table 10 shows participants’
opinion towards knowledge management infrastructure,
process and performance. The highest value of the
knowledge infrastructure capabilities was achieved by
the IT sector (4.33) followed by Oil sector (3.65).
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The least value was achieved by the Industry sector
(3.48). The largest value of knowledge process was
achieved by the IT sector (4.29) followed by Industry
sector (3.63), whereas the lowest value was achieved
by the Oil sector (3.37). This means that the IT sector
have better knowledge process capabilities compared
to the Oil sector.

The highest value of organizational performance was
achieved by the IT sector (4.47) followed by Services
sector (3.99), whereas the least value was achieved by
the Oil sector (3.61). This means that the IT sector
have the best organizational performance compared to
the other three sectors. Innovativeness element showed
high value in IT sector (4.60) followed by sales growth
(4.53), whereas productivity showed high value in
Services sector (4.06) followed by profitability (4.02).
Competitiveness showed high value in Industry sector
(3.97) followed by productivity and sales growth (3.94).
Competitiveness and productivity showed high value in
Oil sector (3.71) followed by and innovativeness (3.64).

5.4 Level of adopting knowledge management

The mean value was conducted to measure the use of
knowledge management and to determine the extent to
which element of knowledge management capabilities
(infrastructure and process) is implemented in the
Egyptian  organizations. Table 11 shows that
knowledge process capabilities have higher value (3.65)
whereas; knowledge infrastructure capabilities have
(3.60). These results mean that the two knowledge
management capabilities components are implemented
with mean over 3.00.

1.J. Information Engineering and Electronic Business, 2012, 5, 27-35
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The detailed results show that “Human Resource”
has the highest mean value (3.75) along knowledge
infrastructure elements, whereas; Structure has the
lowest mean value (3.3). In knowledge process;
Storing has the highest mean value (3.72) and
Protection and Acquisitions have lowest mean value
(3.60). This indicates that Egyptian organizations pay
attention on storing process for knowledge by hiring
qualified human resources, but organizations should
put more effort in improving the other dimensions like
Structure, Protection, and Acquisitions.

Table 11. Mean and standard deviation

The results show that knowledge management
capabilities (infrastructure and process) explained 48
percent (R?=0.48) of the variance in the organizational
performance. This confirms the effect of knowledge
management capabilities elements in the organizational
performance. The results also show positive
relationship between knowledge management and
organization performance (R=0.69) as shown in Table
13.

Table 13. Regression results

Model Sumof |y | Mean | g
Squares Square
Regression 8749.154 9 972.12 | 29.414 | .000
Residual 9650.462 292 33.050
Total 18399.616 301
R=69% R*=0.48

Std.
Items Mean Deviation
Knowledge Infrastructure 3.60 0.552
Technology 3.69 0.800
Culture 3.67 0.675
Structure 3.30 0.738
Human Resource 3.75 0.600
Knowledge process 3.65 0.554
Acquisitions 3.60 0.640
Conversions 3.64 0.706
Applications 3.70 0.662
Protections 3.60 0.680
Storing 3.72 0.630

In general, the results show that there is a small
difference in implementation between knowledge
infrastructure and process (the standard deviation

values ranging from 0.6 10 0.8).

To find out the development opportunities
(weaknesses), Table 12 sums up the most two factors
that have the highest and lowest score in each sector.
Structure is prevailing in all sectors as the weakest
element along the nine factors.

Table 12. Weakest and strongest factors

The weakest

Storing element shows high significant influence on
organization performance (= 0.686, t=5.080, p < 0.01),
followed by Human Resource (B= 0.268, t=2.048, p <
0.05), whereas the other elements are not significant as
shown in Table 14. In addition, these results are
confirmed with the results of (t-test) whereas the two
elements of knowledge management capabilities have
statistical ~ significant effect on  organization
performance.

To find out the correlation between elements of
knowledge management capabilities and organization
performance, Pearson correlation was used. Pearson's
correlation is the most familiar measure of dependence
between two quantities. It is obtained by dividing the
covariance of the two variables by the product of their
standard deviations 1*2,

Table 15 shows that all elements of knowledge
management capabilities have a positive significant
relationship with all measures of the performance at
1% level of significant.

Table 14. Statistical significant for independent variables (t-

Sector The strongest elements
element

Technology (4.35) Structure (3.04)

0 Human resource (3.69) Conversion (3.12)
Culture (4.39) Acquisition (4.19)

T Application (4.38) Structure (4.22)

| Application (3.74) Structure (3.32)
Storing (3.68) Technology (3.40)

s Human resource (3.74) Structure (3.21)
Storing (3,69) Protection (3.54)

5.6 Role of knowledge management in enhancing
organizational performance

To explore the role of knowledge management in
enhancing the performance of an organization and to
identify the best predictor of the organizational
performance, multiple regression analysis was used to
analyze the results.

Copyright © 2012 MECS

test)

Elements of knowledge
management B T Sig.

(independent variable)
Storing .686 5.080 .000
Human Resource .268 2.048 041
Conversions .237 1.934 .054
Culture 141 1.189 235
Applications 134 1.026 306
Technology 132 1.491 137
Protection 129 .964 .336
Structure -.058 -.638 524
Acquisitions 010 080 936

1.J. Information Engineering and Electronic Business, 2012, 5, 27-35
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Table 15. Correlation coefficients between knowledge management capabilities and performance

33

Performance measures 3 »
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o < 3 = =l = g

& & s & = 3 5

KM Capabilities - o ©
Technology 378** .390** 403** .386** .386** .255** 240%*
Culture .382** A430** 438** .399** A413** .345** 378**
Structure 222%* .289** .330** .256** 277** 218** .259**
Human Resource .349** .359** .365** A32%* A491** STT7** A27**
Acquisitions 372** .398** .384** .392** 372%* 349** .330**
Conversions .369** A433** A422%* A481** A73** 459** A410**
Applications 343** A25%* .398** A430** A80** A40** ALT**
Protections AL2%* A465** AQ7** 463** 514** A40%* A436%*
Storing A36%* .518** 533** .559** B527** 509** A46%*

** Correlation is significant at the 0.01 level (2-tailed)

VI. CONCLUSIONS

This study investigated the role of knowledge
management in enhancing the organizational
performance in some Egyptian organizations and
addressed its  relationship ~ with  performance
improvement. Also, it measured the level of knowledge
management capabilities and addressed the relationship
between knowledge management capabilities and
organizational performance measures. Results of
correlation analysis show significant relationship
between knowledge management elements and
performance improvement measures, which in turn
represented the quality of organizational knowledge
that was utilized in a wide variety of decision-makings
in the firm. Thus, if the quality of organizational
knowledge is good, it can be conclude that
management performance improves significantly.

The study findings shed light on the following points.

First, besides providing empirical evidence to the
correlation between knowledge management and
organizational performance, this study shows high
positive correlation between the following couple of
elements and measures: technology & market share;
culture & profitability; structure & market share;
human resource & innovativeness; acquisitions &
profitability; conversions & sales growth; applications
& innovativeness; protections & profitability and
storing & sales growth. These results are consistent
with findings of previous research like Quink [
Suzana and Kasim “: Chang and Chuang F; Al-
Busaidi & Olfman B and Zaied 1!, Second, factors
like organization type and size affect level of adopting
knowledge management; whereas factor like sector
type affects the role of knowledge management in
enhancing the organizational performance. Third,
many organizations still view knowledge management
as launching some software programs without adequate
consideration of their organizational characteristics,
this study brings to attention the importance of
focusing on creating a knowledge environment that is
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made up of appropriate technology; cultural; structural
and human resources.

Future research is needed to further investigate the
relationship  between  degrees of knowledge
management implementation within an organization
and corresponding increases in  organizational
performance.
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