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Abstract:

Purpose: This study explores the linkage between Knowledge management practices and
company performance. Keeping in view the theoretical and empirical importance, the present
study examines the predicting linkage of Knowledge management practices (sharing of best
practices and building of consistent process, continues employee learning, effective
management of knowledge, innovative culture development, and management of core

competencies) with company performance.

Methodology: The study was carried out on purposively selected sample of 412 employees at
different managerial positions. They were administered questionnaires including Knowledge
Management Practices and company performance. Data was operated by using SPSS version
20.Correlation and regression analysis was done to establish the relationship between various

Knowledge management practices and company performance.

Findings: Results of this study illustrated that all selected Knowledge management were
positively related to company performance. Based on the findings, and management of core
competencies was the strongest predictor of company performance, followed by innovative
culture development, effective management of knowledge and sharing of best practices and

building of consistent process, continues employee learning.

Research limitations/implications: The paper focuses on examining the perceptual impacts
of Knowledge management (KM) practices on company performance. The interpretation of

results should be taken with caution.
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Value: The aim of this research is to investigate the relationship between Knowledge
management and company performance, study the importance of Knowledge management as a
source of sustainable competitive advantages for companies and to investigate how the
introduction of Knowledge management practices facilitates company performance to improve.

The practices that have a more positive influence on company performance are also discussed.

Keywords: Knowledge management practices, Company performance, Pakistan, Innovative culture,

Core competencies.

1. Introduction

Knowledge management has appeared as one of the most vital part in management practices
and founded as a basic resource for companies and economies. As organizations became
aware of the power of knowledge as the most valuable strategic resource in the knowledge
economy, Knowledge management became widely recognized as essential for the success or
failure of organizations. Knowledge management is the process of converting information and
intellectual assets into lasting value. It unites people with the knowledge that they require to
take action, while they need it. From a business viewpoint, knowledge seems to be a main
aspect for a company success in the long run (Mansell & When, 1998; Stewart, 2001; Tat &
Stewart, 2007). The aim of this research is to investigate the relationship between Knowledge
management and company performance, study the importance of Knowledge management as
a source of sustainable competitive advantages for companies and to investigate how the
introduction of Knowledge management practices facilitates company performance to improve.
This link was examined in Pakistan environment, which is at the beginning of recognizing a
market-based economy and where most of companies are only beginning to integrate
Knowledge management into their business philosophy. This research shows the result of a
survey which was carried out in 52 Pakistani companies. This research identified the

Knowledge management practices that potentially affect company performance.

2. Literature Review

Today, the main worldwide pressure on management practices is knowledge recognition,
formation, innovation, propagation, and development of talent. The basics of economic
competition have shifted in important ways in recent years because of the force of
globalization, abundance of information technology, the availability of information and the
changing nature of organizational forms. In a market where the only certainty is uncertainty,
the one convinced source of enduring competitive advantage is improved knowledge

management (Nonaka, 1994).Various empirical studies focus only on specific characteristic of
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knowledge management, not the whole knowledge management system, such as (Lee, Lee &
Kang, 2005) were estimating the performance of company with respect to its knowledge, and
(Harlow, 2008) assessing the level of tacit knowledge within company and its effect on
company performance. (McKeen, Zack & Singh, 2006) Concluded that Knowledge management
practices are directly related to organizational performance which, in turn, is directly related to
financial performance. Feng, Chen and Liou, (2004) investigated that Knowledge management
systems improve company performance by considerably dropping administrative costs and
improve productivity in the second year after implementing knowledge management system.
The present research is divided into three major parts. The first part deals with the concept of
Knowledge management and its practices and the second part presents methodology and data

analysis. Finally, the third part discusses results/findings and conclusion.

For the purpose of this study, the following hypotheses have been formulated.

2.1. Knowledge sharing practices and building of consistent process

Knowledge sharing is a process between the individuals which can not be seen nor observed
(Ryu, Hee & Han, 2003). Van den Hooff, Elving and Dumoulin (2003) Defined knowledge
sharing as a process where individuals exchange knowledge and together create new
knowledge. Many researchers admitted that there are many concepts that support the
relationship between knowledge sharing, data consistencies, employee learning and company
performance. But empirical research is limited. There are few research studies that try to
identify the relationship between knowledge sharing, data consistencies, employee learning

and company performance. Based on these discussion following hypothesis is proposed

Hypothesis 1: There is a positive linkage between the Knowledge sharing and

building of consistent process in organization with company performance.

2.2. Continues employee learning

Continues employee learning is the process of developing actions through better knowledge
and understanding” (Fiol & Lyles, 1985). According to Appelbaum and Reichart (1998) analysis
the organization as a learning system and focus on three important uniqueness of a learning
organization. These are the learning process, the learning orientation, and the facilitating
factors within the company. Companies give both formal and informal processes and structures
for acquisition, sharing and use of knowledge and skills. Fostering a learning culture within
organizational boundaries persuades employees to continually learn from each other
(Becerra-Fernandez, Gonzalez & Sabherwal, 2004). Moreover, employees will adjust their
information needs according to new changes in the business environment. Employees’
commitment to learning and motivation to learn new knowledge and skills not only improve an

organization’s competitive advantage but also promote ongoing success (Tat & Stewart, 2007).
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Hypothesis 2: There is positive and significant linkage between continues employee

learning of the knowledge and company performance.

2.3. Effective management of knowledge

Effective management of the knowledge is very important for success of company. According
to Clarke and Rollo (2001) knowledge management is based on T“applying the
comprehensiveness of an organization’s knowledge to its decisions and this involves hard
working to characterize it, transfer it, make it available and persuade its use. None of this
occurs automatically, it takes time and dedication. Though, it's not possible to say that all
knowledge management programs have accomplished the desired results. (Alavi, M. &Leidner,
2001) have revealed that understanding the attributes and the relationship with the
approaches of knowledge creation is significant to improve organizational knowledge creation.

Accordingly, the following hypothesis is proposed.

Hypothesis 3: There is positive and significant linkage between effective

management of the knowledge and company performance.

2.4. Innovative culture development practice

Firms can achieve a competitive advantage over the other firms when they acquire knowledge
which is firm specific and if they handle knowledge in a way that is difficult to imitate (Earl,
2001). Innovation is treated as a strategic preference; a firm’s actions that are an outcome of
its characteristics and determinant of firm performance (Kaul, 2002). Innovative culture is a
type of adaptive and exterior positioning since it stresses on innovation and nurtures internally

based capabilities in order to acknowledge new ideas, processes, products, and brands.

Hypothesis 4: There is positive and significant linkage between developments of

innovative culture that give competitive advantage and company performance.

2.5. Management of Core Competency Development

Core competence is the knowledge set that differentiates a firm and offers a competitive
advantage over others (Leonard-Barton, 1992). Core competencies when analyzed as
inimitable knowledge for problem definition and problem solving can form the basis of a firm’s
competitive advantage and can also be influenced in a wide variety of markets for future
products (Srivastava, 2005). Core competencies are expertise and areas of knowledge that are
shared across business units and result from the incorporation and coordination of small
business units competencies. Hamel and Prahalad (1994) argue that “core competencies are
the mutual learning in the companies, mostly how to organize various production skills and
integrate multiple flows of technologies.” They argue that core competence is communication,

contribution, and a deep assurance to working across organizational boundaries.
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Hypothesis 5: There is positive and significant linkage between management of
core competency development that give competitive advantage and company

performance.
3. Results and Discussion

3.1. Correlation Analysis

The results of correlation analysis are in Table 1. Range of correlation between Knowledge
management practices is between 0.895 to 0.150. All variables have positive relationship and

statistically significant at (p < 0.001).

** Significance at p < 0.001 level (2 tailed)
* Significance at p < 0.05 level (2 tailed)

Table 1. Pearson correlation between knowledge management practices and company performance
(SP&BC: sharing of best practices & building of consistent process; CEL: Continues employee learning; EMK: Effective
management of knowledge; ICD: Innovative culture development; MCC: Management of core competencies: CP:

Company performance)
4. Conclusions

The need of knowledge management begins when knowledge is created and subsequently
shared. The empirical evidence presented here suggests that sharing of best practices, building
of consistent process and management of core competency are the most important Knowledge
management practices, for the small/medium and large telecommunication and
pharmaceuticals companies in Pakistan, that can facilitate knowledge management success
having a significant impact on firm performance. Companies that facilitate knowledge
management and promote effective knowledge practices transfer today will have competitive

advantage tomorrow.
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