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Abstract

To survive and prosper in today’s highly competitive environment, organizations need to
develop sustainable competitive advantages. Organizations highly rely on their resources to gain
a competitive advantage in the environment they operate. Knowledge has been considered by
most organizations as an important resource for sustaining competitive advantage. These days,
banks are operating in a highly dynamic and competitive environment. Thus banks are expected
to duly recognize the importance of knowledge and the way it should be managed. The
Commercial Bank of Ethiopia, as the biggest and oldest bank in Ethiopia, should be able to
manage its knowledge resources and become a world class commercial bank, as stated in its
vision statement. Therefore the main purpose of this study is to evaluate the knowledge
management (KM) practice of CBE to understand the current position of the bank in relation to
KM, and develop a KM strategic framework that is aligned with the organizational strategy. To
this end, the study adopts a qualitative approach and uses a case study method. For the purpose
of assessing the banks’ KM position, different KM maturity models were reviewed and General
Knowledge Management Maturity Model (G-KMMM), developed by Pee & Kankanhalli (2009),
has been selected. Based on the model, data was collected using close-ended interviews,
developed by the same researchers who developed the maturity model, from 10 (ten) branch
managers of ten selected CBE branches in Addis Ababa. The findings of the study showed that
the CBE is at the first level of the G-KMMM, which is ‘initial’ maturity level and that there is
little or no intention to formally manage knowledge in the bank. Based on the results, the
proposed KM strategic framework is developed using a theoretical framework for KM strategy
developed by Sunassee and Sewry (2002), as a foundation. And the proposed KM strategy
framework can be used by the bank to strengthen the generation, sharing and application of
knowledge; to equip itself with a more supportive knowledge-sharing and learning infrastructure;
foster leverage of knowledge through partnerships; and promote a supportive KM culture.
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Chapter One
Introduction

The background of this chapter highlights the core themes of the research, i.e. developing a
Knowledge management strategic framework for the Commercial Bank of Ethiopia. The chapter
indicates the problem that necessitated this research, the significance, objectives, research
questions and the research methodology used.

1.1 Background

If an organization is to survive and prosper in today’s highly competitive and rapidly changing
environment, it must develop sustainable competitive advantages. The resource-based view
suggests that an organization can only achieve a competitive advantage through strategic
resources (Mostert and Snyman 2007). Traditional resources like land and labor alone are no
more determinants of the competitiveness advantage and effectiveness of the firm, unless due
focus is given to knowledge which resides in the organization that ascertains its being and
success. In such competitive and rapidly changing environment, survival and prosperity can be
achieved only through developing a sustainable competitive advantage. And it is very important
to consider organizational knowledge as a most important strategic resource for the achievement

of objectives and goals of an organization (Mostert & Snyman, 2007).

As Zack (1999) put it, business organizations are beginning to consider knowledge as their most
valuable strategic resource. The current knowledge-based world economy has forced
organizations to focus on knowledge management practices for their authentic and steady
success. Since the world is becoming such a small place due to globalization firms have to
determine their fate in order to assure their survival in this era where it is impossible to exist
without being a strong competitor. Therefore, it is a necessity for companies to be engaged in
knowledge management practices. But the success of these practices depends upon the
development of knowledge management strategy in alignment with the overall strategic plan of
the organization.



Accordging to Krogh et al. (2001), Knowledge Strategy, refers to the employment of knowledge
process to the current or new knowledge sphere in order to achieve the organization’s strategic
goals. Having a knowledge management strategy is not just about outlining high-level goals as
becoming a knowledge-based organization; instead, it should be about identifying the needs and
issues within the organization and provide a framework for addressing these (Shannak et al.,
2013). A framework helps to support, analyze, design, develop and deploy organizational
activities by guiding the analysis of knowledge flows and construction of a usefully
comprehensive picture (Newman & Conard 2000). The most important step in the development
of the integrated framework for knowledge management and measuring its performance is the
organization of key principles and objectives (Brizga & Geraghty 2011).

As business organizations view knowledge as an important resource to avoid threats and take
advantage of opportunities as their most important capability Zack (1998), the critical role that
knowledge, as a resource, plays in the success of the operation of the firm is easily recognized by
the Commercial Bank of Ethiopia. Institutions, communities and individuals are highly
empowered by knowledge in planning and implementing the development process. The
Commercial Bank of Ethiopia is a financial institution that should generate, mobilize, share and
apply knowledge. The ability to do so gives the bank a competitive advantage over its
competitors by assisting development. Knowledge and expertise also strengthens the bank by
providing intellectual leadership on key issues such as mobilizing resources to other institutions.

Although it is not an easy task and demands hard work with lots of challenges, related to culture,
trust, IT and incentive to create a smooth flow of tacit and/or explicit knowledge, huge business
opportunities can be seized by sharing knowledge by transforming knowledge into business
value (Habtamu Mohammed 2011). Being the biggest and oldest bank in the country knowledge

management is integral to the bank’s mission and mandate.

Sources of knowledge for CBE refer to strategic and applied research, statistic and data,
operational experiences, and networking and partnerships. Accordingly it embraces bank
activities that generate and share information and expertise within and outside the firm, and can
be tacit or explicit. As knowledge is originated and applied by knowledge workers, who are
involved in a particular task, it should be used in making decisions as well as many other actions
(Abdullah et al.,, 2005). Most knowledge generated through experience, from operational

2



activities for example, inclined to be tacit, the big job for the bank is to make sure that such tacit
(unrecorded) knowledge, mostly resided in the minds of employees, is recorded, analyzed and
shared.

This paper proposes a knowledge management strategy framework and attempts to achieve the
bank’s knowledge vision. The strategy proposed in this study institutionalizes a knowledge
culture within the bank, and can (a) build the Bank’s internal knowledge capacity to enhance its
effectiveness (b) strengthen the Bank’s presence and effectiveness as a voice in the development
discourse and (c) enhance the mobilization, sharing and application of knowledge to empower
the bank’s workers and partners.

1.2 Statement of the Research problem

The success of an organization does not merely depend on the presence of knowledge, but on the
ability to explicitly manage it to maximize the benefits that it can provide (Mostert & Snyman
2007). According to job observation and preliminary interviews, even if there is an interest in the
bank to establish knowledge management practices, the current situation is far from creating an
effective knowledge management environment. In today’s knowledge economy, most
organizations continue to waste their greatest assets; experiences, ideas and insights that are
scattered everywhere in the organization and resided into the minds of employees (DiGiacomo
2003). Just because of the traditional human resource management and business management
practices the presence of some knowledge management activities are witnessed in the bank,

through preliminary interviews, on-observations and document analysis.

There are some explicit knowledge resources in CBE like, research documents, guidelines,
policies and strategy documents but they are not well organized to support best knowledge
sharing, accessing and retrieval. According to Filemon & Uriarte (2008), using different
mediums, like, memos, instructions, group discussions, internal meetings, seminars and
workshops, knowledge sharing can happen between the organization and its employees, among
employees of the firm as well as with people outside the organization. The organizational culture
in CBE is not also suitable for knowledge sharing and capturing because most employees feel
that it is not their job to be engaged in knowledge management practices. Habtamu Mohammed
(2011) found out that employees in the CBE are not involved in KM activities but are interested



in job rotations. In the same research, it is also noted that knowledge sharing and collaboration
with other organizations are not much used in the bank.

Since technology is multifaceted, it is a must for organizations to invest in a comprehensive IT
infrastructure that supports the various types of knowledge and communication that are so vital
(Gold et al., 2001). Although the Commercial Bank of Ethiopia has an intranet, that can be so
useful for facilitating knowledge management activities, and library services, which serves the
employees for referring some technical and business knowledge, it has not been utilized properly
by the workers actively to widen the knowledge management practices. According to Temtim
Assefa (2014), there are different ICT tools in CBE but they are not used in such a way that they
promote knowledge sharing among employees.

CBE has been in business for decades and has acquired a lot of experience in a long time.
However, the accessibility of the knowledge resources does not match up with the rich
experience of the bank, because the knowledge that is found in the minds of technical employees
and specialists are of high quality and essential, but it cannot be easily accessed since it is not
captured and codified to be shared within the bank. The knowledge found in the documents
which are produced and distributed to different departments are well prepared but they are not
well organized in a manner to be easily accessed by those who seek it. Habte Reji (2014) argued
that commercial banks in Ethiopia do not have any formal way of managing their knowledge,
they do not have full-fledged computerized system for managing knowledge and employees
cannot easily access the existing knowledge.

1.3 Research Question

Preliminary assessment, via interview and document analysis, was made to learn whether there is
a KM strategy in the CBE or not, and it was found that the bank has no strategy to manage its
knowledge. Therefore, the research question of the study focused on issues relevant to the
development of KM strategy framework for CBE. This study deals with the following research
question:

% How will Knowledge Management strategic framework be developed to CBE?



1.4 General and Specific Objectives of the Study:

1.4.1 General Objectives

The general objective of the study is to come up with knowledge management strategy
framework that guides and fosters the establishment and implementation of appropriate

knowledge management systems.

1.4.2 Specific Objectives

The specific objectives of the study are the following:

a) To investigate the current KM practices of CBE

b) To decide the measurement tool to be used for assessing the current KM practices of CBE.

c) To decide which theoretical KM strategy framework to use as a foundation for developing a
KM strategy framework for CBE.

d) To develop a KM strategy framework for CBE based on the theoretical framework, to
enhance the overall KM environment of the bank.

1.5 Significance of the Study

The study is important to transform the bank into an institution where the production, sharing
and retention of knowledge are effective and effectively used to improve service quality and
achieve organizational goals. It will encourage the CBE staff to make use of the available
information technology to mainstream knowledge management and development, such as using

web-based knowledge portals and the intranet to capture and share tacit knowledge.

It strengthens the operation of the bank by enhancing and implementing a management
framework that can improve quality of service, and which can enable it to measure results to
make sure that, bank policies, strategies and development programs are effective and informed
by timely and reliable data. The study can contribute toward building the bank’s capacity to

ensure improved project and program implementation.

Knowledge is an asset that grows exponentially when it is shared through partnerships and
networks, and, in effect, it helps the bank in discovering and incorporating new ideas and



practices. Therefore, the Bank will support internal networks and strengthen partnerships with
external organizations based on shared vision and value addition. The strategy expects existing
partnerships to result in the production of an increased number of joint documents and events.
The Bank will catalogue existing partnerships, develop a framework for assessing partnerships
and create a database of external networks and partnerships.

1.6 Limitations of the Study

This study is limited in that, due to time constraints and the busy environment of the surveyed
bank, only managers of the selected 10 branches of the CBE were participated in the interviews
and close-ended questions were used instead of in-depth interviews.

Since it is not a norm for the CBE as well as for most other organizations in Ethiopia to have a
formal KM activities or strategies, and KM is not a much studied area in the country, there was a
limitation of getting enough literatures and documents for the study. There was also a gap
between the participants’ knowledge about KM and the information this study tried to gather
about KM activities of the bank.

1.7 Organization of the Thesis

This study has six chapters. Chapter One contains the introductory part and elaborates important
issues that this study deals with including the background, statement of the research problem, the
research questions, objective of the study, significance of the study, and limitations of the study.
The second chapter summarizes prior researches conducted in the relevant field. The literature
review contains different issues of Knowledge Management and its importance for organizations,
and banks in particular. This chapter builds the foundation of this research based on theories and
concepts found in related literature.

Chapter Three focuses on the theoretical framework of KM used as a foundation to develop the
proposed KM strategy for the CBE. Chapter Four discuses the techniques and methods
employed for conducting the research work. It includes the review of literature, research
approach, research strategy and data collection methods and instruments used. Chapter Five
deals with the way the data collected via interview was analyzed, the results and discussions.
Chapter Six discusses the most important part of the study, that is, the proposed knowledge



management strategic framework. This chapter goes deep into the developed strategy to clarify
its objectives, challenges, expected outputs, measurements and the action plan. And finally
Chapter Seven forwards what has been concluded in the study and the recommendations given.



Chapter Two

Review of Related Literature

2.1. Introduction

The only way an organization can survive in today’s world is highly dependent on its intelligent
use of the knowledge resources it has. The global economy is pushing companies to become
fierce competitors. Therefore, knowledge is the only asset they can rely on if they have to be
different and unique to survive in this competitive situation. The knowledge-based economy has
created a setting where, acquisition, sharing and storing of knowledge become very important to
make strategic changes in the business environment in which they function, so that they can
increase the rich information services, advanced technologies, and use the human mind as

abundant knowledge source (Haggie and Kingston, 2003).

According to Battams (2002), the fundamental elements of knowledge economy include strong
social structure, the presence of knowledge makers and workers, broadband connectivity, rich
internet access, and a learning culture. Knowledge of individuals is the organization’s most
useful resource. Therefore, the performance of an organization depends on how effectively its
employees produce new knowledge, share them around the organization and make use of the
available knowledge to help the business perform best. Basically, managing knowledge is about
guiding the collective knowledge of the entire workforce into a direction of achieving specific
organizational goals. Organizations should aim to manage knowledge that is most important to
the organization instead of trying to manage all knowledge. KM is about making sure people are
equipped with the right knowledge, where and when they need it (Bontis, 2003).

Managing knowledge is not an easy task since it resides in people’s heads. It facilitates the
process by which knowledge is created, shared and used in organizations (Zack, 1999). Instead
of forming new divisions and departments or installing a sophisticated computer system, it
applies some small changes to the way every employee works in the organization. Different KM
approaches are available to be adopted by different organizations based on their different ways of



looking at knowledge. Generally, for organizations to create a good knowledge environment,
they need to change organizational values and culture, work patterns and behaviors, and they
should create a situation where people can access people as well as important information

resources.

There are varieties of KM processes based on how they are done. As Grover and Davenport
(2001) put it, KM is a new concept for most organizations and there is no one conventional way
of handling knowledge that can be taken as a standard. Therefore organizations are trying to get
a KM process that fits their situations by trial and error. Since different organizations have
different challenges concerning managing their knowledge, they cannot adopt a strategy from
other organizations, as it is. It is impossible to imagine KM without people creating, sharing and
using knowledge, therefore how the people in an organization think and behave should be taken
into consideration for the KM to work.

There have been different KM techniques that are characterized by simple and straight forward,
old techniques such as giving induction to new employees; interviewing resigning employees to
preserve some knowledge in their mind, making databases for the staff to access; helping people
update their knowledge, creating networks so people can communicate with each other, creating
computerized filing systems for an easy search, redesigning offices in a way that they can be
open so employees and managers are together for an easy communication, creating tacit
knowledge maps so finding out who does what would be easier, and minimizing the time and
energy that takes employees to access the organizational information and knowledge (Choi and
Lee, 2003).

2.2. Knowledge

According to Yang and Yeh (2009), assets like land, labor and capital, which used to be
considered elements by which the organization’s effectiveness and efficiency is evaluated,
cannot continue to do so alone, without efficiently using the intangible asset of the organization
that is knowledge. Many organizations are starting to give enough attention to their intangible
asset, i.e., knowledge, which they thought was left unexplored and unmanaged (Vorbeck et al.,
2001).



In today’s business world, if an organization is to preserve its valuable heritages, learn new
things, solve problems, be competent and create new situations for people and organizations, it
must manage its knowledge by taking it as the most important resource (Liao et al., 2004). That
iIs why it is becoming a commonplace for many organizations to move from capital intensive to
knowledge incentive by using knowledge both as strategic asset and the main source of
organizational competitive advantage (Adenfelt and Lagerstrom, 2005).

If an individual or an organization has to survive and be competitive in today’s world they must
possess enough knowledge about how things are done. Having knowledge is about having a
justified belief about something. People justify the truthfulness of their knowledge by the way
they interact with the world (Nonaka et al., 2000). In a situation where any action should be
taken, an individual as well as organization takes a skillful one or permit a skillful action to take
place (Stehr, 1994). When there is a task or problem at hand, people equipped with knowledge
can better understand, define, prepare, shape and learn to solve them (von Krogh et al. 2000).

Two major types of knowledge are mentioned almost in every literature about knowledge: tacit
knowledge and explicit knowledge. Since tacit knowledge resides in people’s minds, it is
difficult to trace or put into words, text or drawings. In contrast, knowledge that has already been
captured in different tangible forms like, words, audio, or images is called explicit knowledge
(Dalkir, 2005).

2.2.1 Definitions of Knowledge

Before raising the issue of KM, the meaning of knowledge demands an explanation. There are
several definitions of knowledge. Knowledge constitutes experiences, values, contextual
information, and expert insight to evaluate new experiences and information (Davenport and
Prusak, 1998). Different researchers, when trying to connect knowledge and its management,
define it in the context of why is it managed, what is managed, how it is managed, who manages
it, where to manage it and when to manage it (Hafizi and Nor, 2006).

Reality gives birth to knowledge. It is about viewing reality from a certain perspective.
Knowledge is produced by synthesizing contradictions and paradoxes in the real world, rather
than just getting optimal balance between contradictions (Nonaka & Toyama, 2003). When

experiences, skills and insights are added to information, it becomes knowledge. Day-to-day
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interactions are responsible for the creation of knowledge (Huysman & Wit, 2002). A collective
knowledge found in an organization derived from its employees, past and present, is called
organizational knowledge. Therefore, the organization is the owner of this knowledge and it can
codify and preserve it within the organization itself even after the employees has been resigned
(Bali, 2005).

Two kinds of knowledge, tacit and explicit, (which will be discussed in the next section), are
widely accepted. Even if different terms are used in different disciplines, the terms tacit and
explicit are very common terms in KM (Akehurst et al., 2011). Explicit knowledge is relatively
easy to understand, codify and execute formally in books, archives, databases and libraries,
whereas tacit knowledge is difficult to be formally stored and transferred since it resides in
people’s minds, supported by intuition, values and viewpoints developed through experiences
(Lahti &Beyerlein, 2000). Organizations integrate tacit knowledge in organizational routines
because it is personal and contextual that depends on knowledge, beliefs, emotions and personal
skills (Nonaka and Takeuchi 1995). The sustainable competitive advantage of an organization is
founded upon its tacit knowledge that is hard to formalize and be imitated (Ackerman et al.,
2003). The interactions between tacit and explicit knowledge lead to the creation and sharing of

new knowledge.

Many literatures try to define knowledge by clarifying the confusion people make among
knowledge, information and data (Alavi and Leidner, 1999). Data are just raw facts when
integrated and interpreted become information. When information is shaped and organized into
something that can be used as a tool for some real life application it becomes knowledge (Serrat,
2008). Using a hierarchy of data, information and knowledge to depict the characteristics of
knowledge is a commonly held view (Alavi and Leidner, 2001). This approach draws a clear
distinction between data, information and knowledge by adding elements at each level of the
hierarchy (Davenport and Prusak, 1998). According to this hierarchy, validation and
authentication is applied on information to get knowledge, for the application of decisions and
actions, including skills, principles, insights, instincts, ideas, rules and procedures for decision
making behavior and actions (Alavi and Liedner, 2001).
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Figure: 2.1: Hierarchy of data, information and knowledge,

In knowledge hierarchy indicated in Fig. 2.1, above, the difference between information and
knowledge, as discussed by Alavi and Leidner (2001), does not lie in the content, structure,
accuracy or utility of the information or knowledge but knowledge simply is information that
exists in people’s mind. It is information taken subjectively connected to facts, procedures,
concepts, interpretations, ideas, observations, and judgments. Knowledge does not need to
necessarily and invariably be new or unique. It may also be inaccurate that can be examined and
rectified. It is argued when information is processed by human mind it transforms to knowledge,
and when knowledge is articulated and structured in the form of texts, graphics, words and other
symbolic forms it becomes information.

Knowledge can be found in different places. These include people’s mind, organizational
processes, artifacts, procedures and knowledge stored into different Medias. This makes

capturing, codifying and storing of knowledge an uneasy task, and characterizes knowledge as
something difficult to manage (Omur et al., 2009).

2.2.2 Types s of Knowledge

For today’s economy, an economy highly dependent on knowledge, land, labor and capital
resources are taking a lesser place than they used to (Dubois and Wilkerson, 2008). Knowledge
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in an organization is perceived as know how to do something, how to apply information with
judgment or the ability to take action effectively.

Knowledge can be classified based on the category it fits into. In organizations, different kinds of
knowledge need different ways of creation and sharing. Knowledge classification depends on
why it is investigated and described. Knowledge can be divided into tacit and explicit (Nonaka
and Knonno, 1998). It can also be divided into individual, group and organizational knowledge
(Nonaka, 1994).

2.2.2.1 Tacit and Explicit Knowledge

Tacit knowledge is so much personal and subjective that is stored in the minds of people
(Filemon and Uriarte, 2008). Learning and experience of people through time accumulates
knowledge. People learn through trial and error as well as success and failure, as a result
knowledge grows. It is interpenetrated with people’s experiences, principles, values, emotions,
insights and intuitions. The intangibility of knowledge makes it difficult to share it with others
(Nonaka, 1991). But there are different activities by which knowledge can be shared and
communicated, mechanisms like; conversations, workshops, training, and the like. There are also
mechanisms like the use of information technology tools such as email, Social Medias, instant
messaging, web portal and other related technologies.

To the contrary, explicit knowledge can easily be transferred into formal and systematic
languages to be recorded to libraries, archives and databases. They can be described in words or
numbers, in the form of data, scientific formulas, specifications and manuals. It is the kind of
knowledge that people can easily communicate to each other formally and systematically
(Polanyi, 1966). They are the result of accumulated organizational experiences stored in a
manner that can be accessed by interested parties and replicated if desired. Computers and
information technologies are the mechanisms used by many organizations to store explicit
knowledge. The tangibility of explicit knowledge makes it a lot easier to be captured, codified,
and communicated. It is relatively easily processed, transmitted and stored (Filemon and Uriarte,
2008).

Generally, most of the new knowledge in an organization and the ones used by individuals in day
to day activities is a tacit knowledge and conceived in people. Then it is changed to explicit
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knowledge to be used in the organization and changed into tacit knowledge again in a circular
way. It is common practice for many organizations to be merely concerned with the management
of their explicit knowledge, and this is not a good practice for the business because tacit and
explicit knowledge are inseparable in their utility as sources of knowledge.

2.2.2.2 Interplay between Tacit and Explicit knowledge

In the course of interactions among individuals, knowledge creation and transfer is achieved and
as a result different kinds of knowledge conversion take place (Filemon and Uriarte, 2008). The
knowledge creation process is a circular one between tacit and explicit knowledge. When tacit
and explicit knowledge dynamically interact, individual knowledge becomes organizational
knowledge (Filemon and Uriarte, 2008). This active process of conversion is the essential part of
knowledge creation process in an organization. The interaction between tacit and explicit
knowledge creates the four models of knowledge conversion known as; Socialization,

Externalization, Combination and Internalization.

a) Socialization (Tacit to Tacit): Through socialization common knowledge is created in the
organization by sharing experiences. When employees are motivated to socialize with each
other an interaction setting is built where space and experience is shared simultaneously
(Filemon and Uriarte, 2008). The socialization process develops common skills and beliefs
among employees. This process helps the tacit knowledge of one person to be transmitted to
another person to become part of his/her tacit knowledge. Experiences are shared informally
through stories, analogies, drawings, and personal experiences.

<http://www.careacademy.org/learningresources/ks.asp>.

Socialization is experiential, active and alive, and involves having direct interaction with all
participants of the market, both inside and outside the organization. This process depends on
having shared experiences and acquiring skills and common mental models. Socialization is
basically a social interaction process between individuals or a focus group (Nonaka and
Takeuchi, 1995).

b) Externalization (Tacit to Explicit): After socialization, the shared knowledge is converted
into explicit knowledge through articles, books, audio-visual materials and the like. In the
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d)

externalization process the tacit knowledge that is embedded the minds of individuals is
converted and expressed as concepts, texts or drawings, and becomes explicit knowledge
ready for usage, further study and refinement (Filemon and Uriarte, 2008).

According to Nonaka and Takeuchi (1995), externalization happens when tacit knowledge
embedded in people’s mind made visible and changed to explicit knowledge in the form of
metaphors, analogies and models. This process conceptualizes images individuals have and
represent them in language, where at this point, information is used to combine different
analogies and metaphors to create new knowledge. These researchers claim that there are
three ways of externalizing the tacit knowledge. The first one is, articulating one’s ideas or
images in words, metaphors and analogies. The second one is extracting and translating the
tacit knowledge of customers and experts into an understandable explicit knowledge. The
third one is having dialogues, like face-to-face communication where people share beliefs
and learn how to better articulate their thinking.

Combination (Explicit to Explicit): New and existing explicit knowledge is assembled into a
systemic knowledge by the process of combination (Filemon and Uriarte, 2008). In this
process explicit knowledge is combined with other explicit knowledge to develop a new
explicit knowledge. Since explicit knowledge is scattered everywhere, in documents, email,
databases, as well as through meetings and briefings, information technology is very
important to combine those explicit knowledge spread everywhere. The key steps of the
process are collecting relevant knowledge, dissemination, and editing to make it more usable.
Combination helps to transfer knowledge among groups across organizations (Nonaka and
Takeuchi, 1995). Various bodies of explicit knowledge are involved in the process of
combination to pave the way for the creation of new explicit knowledge (Alkhaldi, 2003).

Internalization (Explicit to Tacit): It is natural for people to continue to use what they have
learned, and in the process they internalize the knowledge they acquired
<http://www.careacademy.org/learningresources/ks.asp>. The new internalized knowledge
becomes part of the employee’s beliefs and expertise, and as a result their new behavior is
guided by them. In other words, people learn by doing or using (Filemon and Uriarte, 2008).
Internalization process is facilitated by the explicit knowledge found in Medias such as,
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audio, image and video. By using operating manuals in organizations employees learn

instructions and what they have learned becomes part of their tacit knowledge.

In the internalization process, people understand and take the explicit knowledge in then
absorb and embody it into tacit knowledge. When internalization occurs, concepts and
methods need to be actualized through actual doing or simulations, action learning and on job
experiences. Internalization transforms explicit knowledge owned by the organization and a
group to individual knowledge. Information sharing facilitates the process of internalizing
explicit knowledge into tacit. The conversion does not just occur within individuals but
between individuals within an organization (Nonaka and Takeuchi, 1995).

Table 2.1: Summary of SECI (Nonaka and Takeuchi, 1995)

Process Knowledge Sharing
1 | Tacit to tacit Knowledge is shared during social interaction such as story
(Socialization) telling that enable transfer of complex tacit knowledge from
one person to another.
2 | Tacit to explicit Knowledge sharing happens when an individual tries to
(Externalization) communicate his/her tacit knowledge with others through
for example, writing ideas and thoughts in the form of
theory.
3 Explicit to explicit When knowledge is written in the form of documents, it is
(Combination) shared with other people. If they combine their knowledge,
it will create new ideas that are written on papers.
4 | Explicit to tacit Human can get knowledge when rational behind a
(Internalization) document is informed by other individuals.

2.2.2.3 Individual, group and organizational knowledge

Depending on its nature, organizational knowledge may belong to the individual, group or
organization. If an organization is to stay competitive in the market it should take its knowledge
as an important tool (Bollinger and Smith, 2001). Hence, knowledge becomes invincible for
organizations as a valuable resource, they should develop different mechanisms to organize the
intelligence and skills resided in the minds of employees for creating a larger organizational
knowledge.

Individuals in an organization are not the only knowledge source available, knowledge can also
be found in groups and organizational levels (Nonaka and Knonno, 1998). Individual knowledge

is embedded in the individual’s mind and can be an explicit knowledge for the individuals
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themselves. It is possible for the individual knowledge to be transformed to group knowledge if
they are shared through different means of interactions and information technology (Bontis,
2001). Group knowledge is held in groups without being shared with the rest of the organization

members.

A subsequent interaction between tacit and explicit knowledge creates organizational knowledge
(Nonaka, 1994). Organizational knowledge is found everywhere in the organization, randomly
scattered throughout people. The process of knowledge creation helps organizations to shed light
on tacit knowledge in the minds of people and transfer them into different operations in order to
create organizational values (Omur et al., 2009). Thus individual and group knowledge is
accumulated through time to create organizational knowledge. Organizational knowledge is
combined and used to create and share new knowledge over a period of time. Through
organizational knowledge, organizations will be able to understand the level at which they
understand and perceive knowledge to enhance business intelligence and insight.

In addition to efforts made to create more explicit knowledge by extracting knowledge from the
employees, it is more important for organizations to create an atmosphere where knowledge
sharing culture is a norm. Pursuits toward knowledge sharing culture refer to facilitating
knowledge creation and encouraging learning and knowledge sharing in the organization. This
knowledge sharing culture can be started by establishing meetings, seminars, as well as
rewarding employees who are active participants of the process. Once the culture is created,
continual knowledge creation and sharing will come naturally sponsored by trust and positive
dialogue (Mcinerney, 2002).

Therefore, learning in organizations occurs at all levels, individuals, group and the organization,
and they are all filled with knowledge which are moved and developed through dynamic
knowledge flows between different levels (Nonaka, 1994). In addition to this, organizational
learning generates variety of knowledge within organizations and helps to acquire knowledge
about knowledge found within organizations.
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2.3 Knowledge Management

Although the term Knowledge Management has been practiced and thought of for a long time, it
started to be widely practiced in the mid 1990’s. When the concept KM came in 1980s, it was
related with encouraging people to share knowledge and ideas to add value to products and
services (Chase, 1997). Basically, KM transforms intellectual property and research outcomes
into organizational capabilities to secure long-term success (Wiig, 1997). Organizationally
speaking KM covers customer-based knowledge, intellectual asset management, knowledge
creation and the usage of research to clarify the processes and practices for the creation,
discovering, assimilation and distribution of knowledge. And those investigations help
organizations to use knowledge and skills to learn about market treats and opportunities as well
as satisfy customers (Shariqg, 1997). An organization adopting a KM approach will increase its
opportunity to become more profitable, efficient and competitive (Beijerse, 1999).

Wiig (1997) defines KM as the process of systematically and deliberately developing, renewing
and applying knowledge to effectively maximize an organization’s knowledge related activities
to take advantage of its knowledge assets. For Hibbard (1997), KM is a procedure by which
organizations capture knowledge from different places like people’s minds, papers or databases,
and passes it on to wherever it might help gain profit. According to NASA (2008) knowledge
management is the process of transferring accurate information to the right people at the right
time by making individuals participate in knowledge creation and sharing activities to use
information for boosting organizational performance. Likewise, Chawla & Joshi (2010) noted
that KM identifies and analyzes obtainable and important information to subsequently plan and
control activities for the growth of intangible knowledge assets. Jones (2005) also described it as
building an organizational culture where there is transparency and accountability with a smooth
flow of knowledge throughout the firm by recording, managing, storing and organizing the

available information.

According to Stonehouse et al. (2001), different researches on organizational learning helped the
concept of KM to evolve. They say KM is the next stage of an evolutionary process of strategic
frameworks for organizations to be superior to the competitors in the market. Earlier KM

approaches focused on the competitive position of an organization within its industry. Then the
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importance of the creativity of an organization’s became mastery of competencies in order to
achieve competitive advantage. Now the focus is on managing knowledge effectively to see the
results of its fiscal gain, as considered in the financial statements and stock price of the
organization. Senge (1994) asserts that the only possible way an organization can produce lasting
and sustainable advantage is through usable knowledge produced from voluntary and well
organized learning by all employees within the organization. The organization’s effort towards
openness to learning and new ideas brings a culture of creativity, which creates a learning

organization formed by the efforts of individual employees dedicated to the principle.

Most inquiry into KM has been focused on capturing the tacit knowledge embedded inside the
minds of employees (Nidumolu et al., 2001). Although this approach is very important to start
the challenge of developing a flourishing knowledge base, it is weak in seeing the bigger picture
in its endeavour. The wider perspective of knowledge outside the traditional limits of the
organization may prove to be functional (Gold et al., 2001). Yet in the presence of vast
information, capturing functional knowledge remains a tough job (Oder, 2001). An organization
with a true learning spirit will develop structures and processes which creates a balanced effort
toward combining knowledge acquisition from inside and outside of the firm (Senge, 1994).

2.3.1 Approaches to knowledge management

Two approaches of KM, process approach and practice approach, are drawn by Leidner &
Kayworthe (2006). According to the researchers, the process approach is concerned with IT
systems and the practice approach focuses on organizational and human relations. The process
approach is about developing information technologies for the betterment of knowledge creation
and distribution. Alavi and Leidner (2001) also viewed the process approach as an object that can
be codified, stored, and accessed by processes and technologies, or as a process that provides
access to information, where information is organized, codified, and made retrievable. When
organizations adopt the process approach, they formally collect and disseminate knowledge
throughout the organization. On the other hand, Leidner & Kayworthe (2006) said, since
organizations with a practice approach take most of organizational knowledge as tacit and
impossible to codify, collect, store, and distribute by formal processes and technology, they
focus on building social settings to make knowledge sharing easy through social interaction.
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Accordingly, Ludvigsen (2008) classified KM into the technical, socio-technical, and socio-
cultural perspective, where the first two are connected to the process and practice approach.
Morch (2008) also differentiates KM into first and second generation. According to this
researcher, the first generation focused in managing the existing knowledge and skills of
organizations, and the second generation is concerned with new knowledge creation, and the
technique and processes to facilitate it. Just like the process approach, the technical perspective is
concerned with capturing, storing, utilizing, and distributing knowledge using technologies like
databases and information systems. The aim of the system is to enhance work performance and
skills. The socio-technical perspective focuses more on the human factor than the technologies.
The aim of this perspective is to create an environment where people are connected and
knowledge sharing is enabled. Interactive systems are the best tools used in this view for social

networking and information exchange.

The technical and socio-technical perspectives are still incomplete to fill the gap between the
context of information design and the context of employee’s information usage, and due to this
gap, the KM system may not be as successful as it is expected to be. The socio-cultural
perspective focuses on knowledge and learning where socializing and participating activities are
taken as important. In this perspective, KM is about creating techniques that can be used as a
bridge between these activities and how new knowledge can be constructed in the collective
practices of organizations.

DePaula and Fischer (2005) propose an approach called design perspective. They take
knowledge as something designed and constructed collaboratively, and that emphasizes on
innovation, continuous learning, and collaboration as an ongoing process. The design perspective
connotes that participants create new knowledge in the process of carrying out their duties. The
target is to increase innovation in people by supporting them to collaborate and communicate.
Knowledge is found in people and artifacts, and is built and accepted during the work process.
People learn directly when they are involved in problem-solving activities. Problems are not
defined beforehand, but they are located and must be solved. So what distinguishes the
perspective of DePaula and Fischer (2005) from others is that, participants are knowledge
creators, not specialists, and knowledge is a product of a collaborative group work.
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2.3.2 Factors affecting the success of Knowledge Management
2.3.2.1 Culture

Employees of an organization share common values, beliefs and norms which form
organizational culture (Huener, 2001). How affairs are taken care of in an organization by its
employees is highly influenced by organizational culture. Every organization has its own
organizational culture shared by its members and that helps to distinguish the organization from
other organizations. In other words, the identity of a group in an organization is specified by its
organizational culture (Robbins, 1996).

When an organization aims to change and modify itself, the key factor that should be taken into
consideration is an organizational culture (Robbins, 1996). Business performance and change of
an organization are determined by the human factor which exists in the culture. When the
success of KM of an organization is evaluated, organizational culture is the basic measurement.
Behind an organization with a successful KM practice there is a valuable organizational culture
(Davenport and PrusaK, 2000). Positive elements needed by organizations like, trust,
participation, encouragements, participation leadership and potential to develop organizational
goals are highly related to organizational culture (Forcadell and Guadamillas, 2002).

Components like individuals, strategy, process and structures, are important in forming and
supporting organizational culture (Sanchez, 2004). Different literatures of KM show the
importance of organizational culture for the success of KM or knowledge sharing. An
organization with a good KM practice can have a good knowledge based culture. Individuals in
an organization are challenged to distribute the knowledge in such a knowledge based culture
(Davenport and PrusaK, 2000). If an organization is to achieve a knowledge culture and have a
competitive advantage, it needs to make the preparation, manage knowledge properties, and
apply its knowledge (Abelland and Oxbrow, 2001).

Before an organization enables knowledge distribution it should first develop the essence and
culture of distributing knowledge. In the presence of a knowledge storing culture, an
organization should be able to avoid consequences of knowledge distribution. When people
participate in knowledge sharing, they want to share their knowledge and they want to know the
knowledge ability of others. Therefore, the essential tools and environment must be offered for
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those who are willing to share knowledge, while there should be some procedures to support
knowledge creation and sharing attempts (Hasanali, 2002). As a result, managers should make

management rules and procedures in organizations as norms (Soliman and Spooner, 2000).

2.3.2.2 Structure

In this era of high competition and technological advancement it is essential for organizations to
work on knowledge transfer tasks (Walczak, 2005). Structure can be defined as a set of
possibilities in which people are arranged in different tasks. It also specifies the way things are
coordinated among variety of tasks (Andersson and Westterlind, 1999). The decision making
process in an organization is determined by the organizational structure as well as the
responsibilities for materials, resources and human processes. Likewise, organizations must be
knowledge creative and make the structure flexible enough to increase knowledge dispersion
(Walczak, 2005). On the other hand, too formal and too centralized organizational structures
negatively affect the coordination and cooperation of the firm’s knowledge creation and
distribution (Adenfelt and Lagerstro, 2005). A distributed structure helps the organization to
have a smooth flow of communications between units and richness of idea distribution; it also

creates time saving communication channels (Lee and Choi, 2003).

Communication channels in organizations should be as smooth as possible to guarantee right
distribution of knowledge (Gupta, Lyer and Aronson, 2000). Organizational structure is the most
important factor for the successful implementation of KM. Organizations with a horizontal
structure are more suitable for the flow of information in the information era. Such organizations
are flexible in relation to the environment with prompt and competitive changes of business
(Ruikar, Anumba and Carrillo, 2006). Managers should make the organizational structures as
flexible as possible and should also eliminate the conventional control systems for
implementation of KM to be a success (Forcadell and Guadamillas, 2002). A management, with
a policy that creates flat organizational structure, motivates important decisions to come from all
levels by tolerating faults (Brand, 1998).

2.3.2.3 Human Resource

Knowledge is created and distributed in organizations due to individuals, referred as social
enablers of KM (Adenfelt and Lagerstro, 2005). Employees are the building blocks of any
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organization and vital for its success. Since individuals are the end users of any system and
technology, they must have the proper skills, task expertise, attitude, positive thought and culture
to be accepted for the task. If any change is to take place or new technology is to be introduced
in organizations, individuals are very important since it affects labor anyway (Ruikar, Anumba
and Carillo, 2006).

McDermott (1999) underlines the importance of individuals in the process of knowledge sharing
activity. The knowledge sharing process needs to be given time and individuals involving may
feel that they might risk losing power and position by sharing their knowledge. Therefore, there
must be organizational culture where employees are well prepared to be involved in knowledge
sharing and accept new technologies (Ruikar, Anumba and Carillo, 2006). Generally speaking,
individuals with skill and knowledge, motivation, support and learning, are regarded as personal
contributors for the process (Moffett et al., 2003). Knowledge within organizations is created by
individuals and most of it is saved in their minds as a tacit knowledge, thus minor change in their
task affects the overall performance. Because of the discussed issues, the market has witnessed a
major shift from worker-based industries to knowledge-based industries and brings learning
opportunities (Swan et al., 1999).

Although the importance of knowledgeable workers in organizations is known for a long time,
only few organizations are able to define the role (Davenport et al. 1998). McDermott (1999)
argues 50% of individuals’ time and budget must be spent on KM. Individuals must adapt
themselves with the organizational culture they work in. Whenever there is change in
organizational culture, individuals must change their old attitudes. Therefore, in an effort to
change organizational cultures for the best, human affairs must be taken as the most important
factor. In this regard, the concept of knowledge workers is gaining attention organizations. It is
to be noted that for KM to be effective and efficient, KM team must be formed, to execute KM
activities and enhance its plan.

2.3.2.4 Information Technology

In this information era, information technology is the most important factor affecting the
implementation of KM in any organization. It includes all communication aspects, hardware,

software and the way they are accessed. This can be seen from the perspective of the technical
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ability of IT in receiving data, information and knowledge, which has a far greater capacity of
storing and analyzing data compared to humans (Shenk, 1997). No matter how important
information technology is in relation to its performance, in the absence of sufficient
infrastructure technology, it cannot be functional for the job it is meant to be used for (Ruikar et
al., 2006). Activities of KM are no just practical software, but rather an infrastructure to enhance
the process of information distribution and communication (Hasanali, 2002).

According to Ruggles (1998), technology takes 25% of the total time and budget of the
organization. Organizations should take information technology as a fundamental enabler and
helper in the implementation of KM (Davenport et al. 1998). In managing knowledge, the task of
information technology is to support knowledge repositories, increase access and transmission of
knowledge and facilities of knowledge environment. Individual, group and organizational
interactions can also be facilitated by the help of information technology (Holt et al. 2007).
Besides, in scientific environments, information technology helps in creating knowledge (Tian et
al. 2009).

In developing a structured knowledge, information technology and KM together play an
important role (Alavi and Leidner, 2001). It is the goal of many organizations to use
sophisticated information technologies for the proper implementation of KM (Alavi and Leidner,
2001). Besides enabling KM, information technology must also serve individuals, by being
simple and user-friendly so that individuals can use it without the help of IT experts every now
and then (Hasanali, 2002). Information technology should ease the process of searching,
accessing and recovering information, as well as facilitate communication within members of the

organization. Indeed, it has multiple roles for backing up KM processes.

2.3.2.5 Leadership and Strategy

Numerous challenges are faced by organizations when they first start activities of organizational
KM. To overcome obstacles and achieve their goals, organizations should relay on real and clear
strategy or plan. Therefore, the key to success is to develop a formal strategy of KM throughout
the organization as well as to learn from the best practices and develop a reliable KM. From a
strategy point of view, organizational strategy and KM should not be seen separately; instead,
they should be aligned (Sunassee and Sewry, 2003).
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The role of leaders has also been taken by organizations as the key role to the success of KM
activities (Chong and Choi, 2005). Business strategies are executed by leaders for the
organization to survive and succeed in today’s dynamic environment. Leaders determine
organizational visions and adopt KM in such a way that they are aligned with business strategies
to take advantage of what KM has to offer (Mathi, 2004). Managers should support procedures
and projects of KM and make sure that time, labor and money resources are allocated for
projects and operations (Ruikar et al. 2006).

Leaders should promote the behavior among their employees to get the maximum benefit from
the knowledge strategy (Hasanali, 2002). The style that managers use and the strategic roles they
play, can help improve the basic process and bring ideas for improvement and backup (Forcadell
and Guadamillas, 2002). Commitment of a leader is very important in promoting concepts and
offer guides, instructions and supports (Hasanali, 2002). The World Bank has developed an
infrastructure to promote and support growth of practical communities of knowledge throughout
the entire organization (Hasanali, 2002). The World Bank leadership can thus be taken as an
example in the successful implementation of KM.

2.3.3 Knowledge Management Process

After broadly defining KM and discussing its applications in organizations, it is important to
focus on the process of KM in organizations. Even if there is no consensus about knowledge
being a process by itself, and the inconsistency observed in literature regarding the explanation
of KM process, KM generally is considered as a process (Alavi and Leidner, 1999).

According to Sarrat (2008), there are five core activities of KM processes: identify, create, store,
share and use knowledge. Gold et al. (2001) classified KM process into four dimensions:
knowledge acquisition, knowledge conversion (into usable form), knowledge application and
knowledge protection. Further Leila et al. (2008) classified it as: creation, transport, storage,
distribution and sharing. In practical applications, major common tasks of KM process are
knowledge creation, acquisition, codification, sharing and application. Since many organizations
are starting to adopt KM, processes such as knowledge creation, sharing and application are
becoming, the core organizational activities and the means by which knowledge workers perform
their job efficiently and effectively (Dalkir, 2005).
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For the banking sector, KM process has become so important that it is not even possible to stay
competitive in the market without it. In this context, banks compete to know their customers
better, to find solutions for customer needs and to give quality services. Above all these,
managing knowledge properly, becomes so important and the only mechanism by which banks
can make a difference and become operational (Ozlem, et al., 2013).

2.3.3.1 Knowledge Creation

Knowledge creation is the first phase of any KM process in any organization. Due to employee’s
intuition, ability, skill, behavior and experience, knowledge is inevitably created. In creating
knowledge, organizations must be concerned about individuals working together as a team. This
process involves, combining different individual skills, artifacts, knowledge and experiences in
new ways. It is the process of collecting and organizing unprocessed information that is stored in
the form of tacit or explicit form (Paween, 2006).

When individuals face problems in day to day business activities they apply their tacit
knowledge to solve them and in the process knowledge is created. Because tacit knowledge
resides in people’s mind, different tools and techniques are needed to manage individuals so they
can interact and help the organization create new knowledge (Payne and Tony, 1994). In the
process of knowledge creation, the two forms of knowledge, tacit and explicit, are involved.
According to Nonaka (1994), knowledge creation is not a one time job rather knowledge is

created in a continuous interaction between tacit and explicit knowledge.

2.3.3.2 Knowledge Acquisition

Knowledge acquisition is the KM process, by which organizations try to get knowledge form
external sources like, suppliers, competitors, partners, alliances, customers and external experts,

as well as from internal sources like, experts and employees of the organization (Alan, 2011).

Before an organization is able to manage knowledge well for the betterment of the business, it
should be able to gather knowledge both from within the organization and outside of it. It is
believed that such harvesting leads to the formation of competitive advantage. At this stage of
knowledge acquisition, the distinction between knowledge and information gets thinner and
thinner (Jacob & Ebrahimpur, 2001). When an organization is engaged in searching for
knowledge resources out of the firm, it gathers both information and knowledge for core
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competency. However, knowledge is more valuable than information in that it not only has the
information but also the reason why they are useful to the strategic initiatives of the organization.

Extraction of knowledge both from inside and outside sources of the organization is important.
However, knowledge engineers should bear in mind that most of the knowledge is found in the
minds of experts in the area. An expert does not know everything; rather different experts
possess different kinds of knowledge. Therefore, techniques like; interview, concept mapping,
commenting, observation and audio/video recording, are required to extract knowledge from
experts (Alan, 2011). In general, the right techniques should be applied and the real situations
should be considered to acquire the demanded knowledge.

2.3.3.3 Knowledge Codification

After knowledge is acquired from different sources, it should be recorded or codified in such a
way that it can easily be accessed and used by those who need it. The knowledge codification
process transforms knowledge into a form which is, formal, structured, explicit, transferable and
understandable (Paween, 2006). The process, that converts tacit knowledge to explicit
knowledge, is knowledge codification. Knowledge codification is stored and retrieved via
information retrieval systems such as Decision tree, Decision table, Boolean logic, fuzzy logic,
Vector query and Extended Boolean logic.

Organizational knowledge can be accessed and shared by all users, according to their needs, via
information retrieval (Sagsan, 2006). Such formal accumulation of knowledge is important
because both knowledge resources from within and outside the firm will be conceived in a
strategic sense, even if it is not acted upon in the near future. According to Parikh (2001),
knowledge codification is logical because it deals important business matters in the present, or
may already be engaged in other promising initiatives farther along in the developmental
process. This author argues that such codification of knowledge can increase the knowledge

exchange, assisting autonomous and sometimes systemic innovations in the future.

2.3.3.4 Knowledge Sharing

When individual knowledge grows it leads to the growth of group knowledge then into

organizational knowledge. Once knowledge is created and ready for application, employees must
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share what they know with each other. The knowledge sharing can take place formally or
informally (Payne and Tony, 2011).

Knowledge is of limited organizational value if it is not shared. A firm will be able to create and
sustain competitive advantage, by integrating and applying specialized knowledge of its
members. Knowledge sharing takes place when best practices can be shared through
organizational processes and standard procedures. People can talk to each other about their
experiences to share their knowledge. Formal or informal social communication can enhance the
knowledge sharing process. In addition, knowledge sharing can be done through questioning,
mentoring and coaching. And when an organization creates a good working environment, its
employees will be motivated to be engaged in knowledge creation, sharing and application
activities, which benefit the organization (Payne and Tony, 2011).

According to Sagsan (2006), the communication of tacit and explicit knowledge among
organizational participants; first, should be effective so that the recipient understands it well to
act on it. Second, should be shared instead of recommendations based on the knowledge. Third,

may take place across individuals as well as across groups, departments or organizations.

Employees of the organization need to have strong ties between them in order to transfer tacit
knowledge between themselves. Explicit knowledge should be stored formally in procedures or
presented in papers and databases so it could be accurately transferred. The other reason why
knowledge sharing is becoming so important is that intangible assets such as, ideas, processes
and information, are growing more than the traditional tangible goods of the world economy.
High turnover of employees in organizations is also the reason why knowledge sharing has
become very important. In addition, knowledge sharing is very important for organizations with

many branches geographically dispersed and cannot see the whole picture about what they know.
2.3.3.5 Knowledge application

Naturally knowledge is acquired from all operations of an organization, in tacit or explicit form.
As a result, employees use their knowledge to make decisions and perform tasks for
organizational success. For knowledge to be valuable, it should be applied in the right way, at the
right place and at the right time (Payne and Tony, 2011).
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According to Pfeffer & Sutton (2000), it is not firms with a lot of knowledge that assure a
competitive advantage but those who know how to make use of them the best way they can.
They argue, if the final step, that is, knowledge application, is not well achieved on the ground,
all the previous steps become useless. It is argued that application of knowledge to technologies
and processes helps produce a competitive advantage.

Pfeffer & Sutton (2000) suggest that, there is a gap between ‘knowing’ and ‘doing’, in modern
businesses, where briefings, discussions, and planning sessions all seem to take the place of
action in many organizations. This can create a culture where talking smart is rewarded more
than real applied results. Such arrangements create managers, who are more interested in
knowledge in place than in knowledge at work, and they also weaken the most important,
learning by doing, process, which, Parikh (2001) said, involves applying knowledge to a new

scenario and gaining contextual learning from that application.

After knowledge is applied, the organization can learn through post-analysis and critical process
evaluation. Such evaluations help managers learn about which knowledge initiatives have
actually created tangible results (Parikh, 2001). This process of knowledge application and
critical review helps to narrow the gap between knowledge in theory and in practice. In this
sense, speculation about what impact knowledge might have on the operation is empirically
tested in the real world (Parikh, 2001).

2.3.4 Benefits of Knowledge Management in Organizations

In an organization, benefits can occur both at an individual and organizational level (Cong &
Pandya, 2003). At the individual level, KM gives opportunity for employees to enhance their
skills and experiences, by working together, sharing experiences and learn from one another, by
that means, they improve their personal performance, which leads to advanced carrier.

At the organizational level, KM helps an organization to improve its efficiency, productivity,
quality and innovation. It also increases its financial values by treating people’s knowledge as an
asset. If an organization has to cope with radical changes and take timely corrective measures,
knowledge is the only input for the job. Knowledge alone can accelerate product innovation and
boost revenues. Knowledge provides effective decision support. Effective knowledge sharing of

past successes, failures, projects, initiatives enables better decisions creating more economic
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value for the organization. KM saves cost, time and process cycle, and increases flexibility, sales
and responsiveness for an organization. It also improves decision making, efficiency of people
and operations, and innovation (Tanaji, 2012).

According to Omotayo (2015), some elements responsible for making KM so important for an
organization are organizational survival, competitive differentiation, globalization effects and
aging workforce. In today’s dynamic environment the concern of KM should be to focus on
information. It is becoming clear that organizations compete based on the knowledge they have,
since the complexity of products and services is steadily increasing. Hence, the importance of
continual learning has become an unavoidable reality and KM has become very vital in this
highly competitive environment as the rate of innovation is rising. The high turnover of staff also
leads organizations to work on retaining the informal knowledge found in people’s mind through
formal methods. Early retirements, high mobility of staff and changes in strategic directions are
also the reasons behind the loss of knowledge thereby making KM even more important.

In today’s competitive marketplace, not only profit and non-profit organizations, but also public
agencies are concerned about managing their knowledge and realized the value of KM. Desouza
(2011) discusses that, in the absence of a good KM practices, organizations cannot operate
optimally and this will result in the ineffective and inefficient creation and delivery of products
and services leading to the dissatisfaction of customers, which finally leads to the collapse of the

organization.

From the point of view of an organization, differentiating itself from competitors, KM offers a
great help for organizations to enhance their capacity to innovate. Organizations that are unable
to innovate will not attract new customers, which in turn will lead to their decline. But
organizations with the ability of innovating will secure their competitive positions in the
marketplace (Desouza, 2011).

In today’s globalized world, organizations find KM to be a very important tool for acquiring and
sharing knowledge over many structural and cultural barriers. Another need for KM is that
employees age and retire, and due to this much knowledge is lost. Therefore capturing this
intellectual capital is so important that it helps future generations not to repeat mistakes and
reinvent knowledge Omotayo (2015).
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Epetimehin and Ekundayo (2011) state that KM helps organizations share valuable
organizational insights, reduce redundant work, avoid reinventing the wheel, reduce training time
for employees, retain intellectual capital as employees’ turnover in an organization and adapt to
changing environments and markets. Therefore organizations that understand the importance of
KM should effectively apply it.

2.3.5 Knowledge Management in Banks

According to Drucker (1988), to stay in the competition, organizations need to transform
themselves into knowledge specialists. Since banks totally rely on their customers, they should
acquire and utilize customer knowledge and develop their products and services to meet
customer expectations (Ping and Kebao, 2010). Operations in banks are more of analytical rather
than routine. They involve things like, complex tasks, problem-solving, learning new things and
computer and internet use (Miles, 2011). Therefore, banks should always work hard to increase
this knowledge in their operations (Mizintseva and Gerbina, 2009). The national and global
economies also strongly rely on the banking industry, since economic borders between different
countries are becoming illusive. In today’s globalized financial market, banks should efficiently
preserve and leverage their knowledge, as well as create and disseminate new knowledge and

innovations.

Automation of banks has been a common phenomenon in the banking sector for the last 20
years, which creates many information systems within banks. While these information systems
help banks manage their processes and resources, they also create huge volumes of data and
information, resulting information overload. However, this scenario has changed when more
efforts and resources are utilized to make the best use of the overloaded information in today’s
modern banking, where information and knowledge are valued assets (Tanaji, 2012).

Other than the presence of large volumes of knowledge, the use of information technology in
managing knowledge has given KM a new dimension. It is important that technology and social
process are in harmony (DeSanctis & Poole, 1994). By using the right strategy, banks can use
information technology to carryout and maximize the benefits of many of the management
initiatives, including KM. Therefore, it can be said that KM is not a technology. Instead,
technology is very important for the success of KM.
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2.3.6 The Relevance of Knowledge Management in Banks

Banks, being a financial institution, are very important in supporting the economy of any nation.
In today’s highly volatile business environment, it is very important for banks to take advantage
of their own experience and intellectual assets. In addition to enhancing intellectual reuse, KM
plays a great role in renewing knowledge in banks found in employees. Therefore, banks should
motivate their employees to share their knowledge in order to leverage their intellectual capital.
Now a days, researchers and scholars are focusing on the importance of creating a knowledge
sharing culture in organizations which is aligned with the business strategy (Gupta et al., 2009).

There is no question whether KM is an important business practice in modern banks. Knowledge
is recognized as power by banks, insurance companies, and other financial institutions (Cross
and Weller, 2001). The way KM is applied in the banking industry is almost the same as it is
applied in other industries, except that, as the banking environment becomes more complex, KM
implementation gets more difficult. It has been a while since banks have realized the importance
of KM for competitive advantage, but many of them have been too late to adopt it, because they
prefer to wait for early adopters to try it, to see if it is something worth trying. According to
(Alrawi & Elkhatib, 2009), practices of KMs are still at an infant stage and are not effectively
operational. The authors also observed barriers that exist in banks that should be overcome by

the management.

In the global economy, the banking sector is very important and dynamic that bank managers
need to efficiently manage knowledge in banking operations. They should be aware of what the
needs of customers are and what is required by the market, which requires the constant exchange
and analysis of information from various sources, branches, and countries. Just like it is the case
with other organizations, creating competitive advantage for banks depends on the ability to
leverage knowledge (Lamb, 2001).

Banking management should capture information and add it to organizational knowledge to
improve the quality of its operations, to sustain its profitability and accordingly enhance the rules
for banking institutions in the economy (Alrawi and Elkhatib, 2009). In particular, KM is very
important in supporting customer relation management, human capabilities and risk management

(‘Yamagata, 2002). For banks to be profitable, they need to manage customer relationships to
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strengthen trust and confidence which enhance customers' loyalty and experience (Mizintseva
and Gerbina, 2009). This is especially important for banks having a strong relationship with

customers and a huge customer base in their extensive branch networks.

If banks intend to offer customers with the appropriate products and services, they need to collect
knowledge about customers and make those offerings based on the needs of customers.
Knowledge acquisition from customers can be done through employees who directly contact
customers and information technology products (Yamagata, 2002). Calabrese and Remshard
(2006) also say that internet banking is necessary to share customer specific knowledge and other
valuable knowledge stored in e-mail records and databases and to understand and capture

customer requests and complaints.

It is essential for employees to have sufficient knowledge to acquire and utilize knowledge to
make strategic decisions. The utilization of employees’ knowledge is the force behind the
organization’s ability to produce customer value and core results (Shih et al., 2010). Yamagata
(2002) states that employees, organizational structures and branches, are the things that banks
depend on to communicate with customers. Therefore, if a bank is able to manage the
employees’ knowledge, it will strengthen its professional capabilities. Simultaneously, as the
complexity of financial products increase, employees will find it difficult to be completely
familiar with every product. Therefore, training their employees is a very important job for banks
to be able to offer the appropriate services to customers (Ping and Kebao, 2010).

2.3.7 Implementation of Knowledge Management in Banks

In order to apply KM successfully, organizations must first create a knowledge sharing culture
where employees are willing to share knowledge and trust each other, and explain the
importance of knowledge sharing. People may not be willing to involve themselves in
knowledge sharing activities due to a belief that the knowledge they possess is what makes them
powerful and if they share what they know with others they might lose their power, and also
because of a lack of thrust, lack of preexisting relationships, and lack of motivation (Goman,
2004). The quality of knowledge provided is directly proportional to the willingness to be
involved in the knowledge sharing activities (Barachini, 2009). To make a knowledge sharing
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culture a commonplace, an organization should focus on fostering teamwork, training and

development, technology and motivation (Barachini, 2009).

A bank that aims at practicing an effective transfer of knowledge, as well as retaining and
applying acquired experience and knowledge should focus both on its human and technology
resources (Ali and Ahmed, 2006). In the popular SECI model, the socialization and
internalization can be conceived as human-oriented processes, based on improving
communication, training of newly recruited staff, improving knowledge sharing and enhancing
personnel development (Maier and Remus, 2003). Knowledge sharing events like, trainings,
seminars, and meetings are important to equip the organization with a KM based culture (Ali and
Ahmed, 2006). Therefore, the human resource management’s job is to make sure there is a
successful implementation of KM through team learning, coaching, mentoring, communities of
practice, face-to-face conversations, internal promotion, job rotation, job autonomy, in-house
training, fluid job descriptions, social networking, and monetary incentives (Cohen and Laporte,
2004).

On the other hand, banks are stormed with a lot of data and information about clients and
financial institutions, so it is impossible to manage and transfer this bulk of information without
the use of information technology systems (Mizintseva and Gerbina, 2009). Basically, what
technology-oriented KM does is turn implicit knowledge into explicit through documentation
and retention of knowledge and acquisition of external knowledge via knowledge codification
(Maier and Remus, 2003). In the SECI model, the externalization and combination processes
largely use technology to transform tacit knowledge into explicit, as well as, explicit to explicit
and then edit it and store it, and this is an example of the KM technology-oriented approach.
Several technologies such as, mobile technology, portable hardware and software, networks,
emails, teleconferencing and intranets, can be used to facilitate knowledge sharing (Alrawi and
Elkhatib, 2009).

2.4 A Knowledge Management Framework

Knowledge Management can be understood as a successive framework of activities, developed
to build tangible management decisions and organizational activities, with the ultimate purpose
of maximizing profit and market share. Knowledge management is a strategic process with the
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aim of differentiating the organization from its competitors in such a way that sustainable
competitive advantage is formed. According to Gupta & McDaniel (2002), five components are
essential to build effective KM: harvesting, filtering, configuration, dissemination, and,
application. For an organization to achieve competitive advantage, all these activities should be
applied together to create an ideal model for KM. In reality the components do not occur
sequentially like they occur in the theoretical framework. For one component to be a functional
and usable knowledge product, and to be used as an appropriate tool for supporting decisions and
business actions, it may need other phases as an input. In addition to that, the methods included
in each stage are presented in the framework as distinct activities unique to that step, but in
reality overlap between different phases happen often. In that respect, there may be a similarity
between different stages of the process, depending on the way the organization operates.

2.4.1 Strategic Framework for Mapping Knowledge

In order to evaluate the knowledge position of an organization it is essential to list its existing
intellectual resources by creating what is usually called a knowledge map. Knowledge can be
described in different ways. The common classifications distinguish between tacit and explicit
knowledge, general and specific knowledge, and individual and collective knowledge.
Knowledge can also be classified as, declarative, procedural, causal, conditional, and relational.
Once knowledge strategy is formulated, and is at the process level, these differentiations are
important for mapping and managing knowledge, but knowledge taxonomy oriented strategy that
reflects the competitive uniqueness of each organization is essential (Spender, 1996).

It is not an easy task to categorize or describe what the organization knows and should know
about its industry or competitive position. Even for organizations found in the same industry,
having similar competitive positions, using the same technologies and share common
knowledge, there are no simple answers concerning what the organization must know to be
competitive. And if there were simple and common solutions for such organizations, there would
be no such a thing called sustainable advantage. In fact the way organizations link knowledge
with strategy is somehow unique and presents a competitive advantage. Regardless of the way
knowledge is classified, strategic knowledge of every organization can be categorized by its
ability to support a competitive position (Zack, 1998).
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Knowledge in an organization may be core, advanced or innovative. Core knowledge is the
minimum knowledge an organization should have in order just to survive. But having just core
knowledge does not guarantee organizations to have a long-term competitive advantage, even if
it does give basic industry knowledge barrier to entry. Core knowledge is so ordinary that it is
possessed by all organizations in the same industry and provides little competitive advantage
(Zack, 1998).

Advanced knowledge helps organizations to be competitive. The organization may be on the
same level with its competitors but the specific knowledge content makes the difference. Firms
in the same strategic position may compete face-to-face on knowledge, hoping to know more
than a competitor or they may choose to compete for that position by differentiating their
knowledge (Zack, 1998).

Innovative knowledge is a knowledge that helps the organization to be leader in an industry and
to differentiate itself substantially from its competitors. Innovative knowledge helps an
organization to be a play maker in the industry (Markides, 1998).

Knowledge is so dynamic that an innovative knowledge in time will be core knowledge.
Therefore an organization should consistently learn and acquire knowledge in order to keep its
competitive position. Beyond what an organization basically does, delivering its products or
services, it should learn and accumulate knowledge from its experiences and apply that
knowledge again, and this by itself is a skill and competence that provides strategic advantage
(Zack, 1998).

2.4.2 Gap analysis

An organization, after mapping its competitive knowledge position, it can analyze the gap
between what it actually is doing about its knowledge and what is must do, to be a good
competitor or the best in the industry. And this procedure represents a strategic gap. This gap
analysis is part of the traditional strategic management. According to Tiwana’s (2000)
recommendation, by using a SWOT framework an organization can identify its knowledge gap
and define its knowledge strategy to achieve a clear business strategy. The SWOT framework
suggests that, what the firm can do is represented by its strengths and weaknesses, and

opportunities and threats reflect what it must do Zack (1999). Strategy, then, represents the
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organization’s action to make balance between what it can do and must do, to protect and protect
its strategic place.

According to Sunassee and Sewry (2002), the two common forms of knowledge, tacit and
explicit, are very important to identify knowledge gaps. The authors argue that, the tacit
knowledge is more important for the firm, which really gives it its competitive border. Hence, if
the organization is successful in filling these knowledge gaps, it will be in a position where it can

compete in an innovative way.

Just like the gap between what the organization can do and must do to compete, there may also
be the gap between what the firm knows and must know to execute its strategy. By mapping its
strategic knowledge and capabilities, the organization can discover the degree to which its
different classes of existing knowledge are aligned with its strategic requirements. And this
results a set of potential knowledge gaps. Sometimes it may even be the case that an organization
knows more than needed to support its competitive position. No matter the case, this analysis
paves the way for developing a knowledge strategy to solve the problem of misalignments. The
greater the gap, and the more volatile the knowledge base due to the dynamic nature of the
competitive environment, the more aggressive and fast-growing knowledge strategy is required.
An organization unable to execute the required strategy must align strategy with capabilities, or
develop capabilities to execute its strategy (Zack, 1998).

After evaluating its knowledge based resources and capabilities, an organization can decide the
kind of knowledge it should develop or acquire. To strategically focus on KM, the organization
should work hard to close the strategic knowledge gap. The issue that should be taken seriously
is that knowledge gap must be directly derived from or aligned with the strategic gap. The
coexistence of strategy and knowledge is very important for the organization’s knowledge
strategy. Many organizations do not align their KM efforts with strategic planning and execution.
However, getting the right strategy in place is so vital for organizations, to make sure that KM
efforts are guided by the firm’s competitive strategy (Zack, 1998).

‘Gap analysis’ can be used at any of the scales described above to compare the knowledge used
in the decision-making process with the knowledge required to make a good decision (Figure:
2.1)
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Figure: 2.2: Gap analysis of knowledge management in relation to decision-making
2.4.3 Strategic Framework for Knowledge Management

Nonaka et al., (2000) developed a knowledge framework for knowledge creation and sharing
based on four knowledge strategies. The framework provides an insight about structuring a
company before implementing the knowledge strategy. A knowledge domain is introduced and
defined as any type of explicit and tacit knowledge already existing in the organization, like,
data, handbooks, manuals, presentations, and key people. Knowledge workshops can be held to
facilitate the meeting between people inside the organization and experts from inside and outside
the organization to define the appropriate knowledge domains. Common vocabulary and
terminology, and community of practice are expected from the workshop to identify knowledge
gaps, in order to nurture the sharing and creation of new knowledge and practices inside an
organization. The community of practice effect depends on the value it adds on business
operations and values of an organization. Research should be conducted to make sure KM is tied
to the organization structure to motivate employees to create and share knowledge. But most
importantly, it helps to make organizational knowledge visible to promote and benefit from this
knowledge sharing (Galve, 2009).
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2.4.4 The importance of Knowledge Management Framework

The KM framework is very important for organizations having the intention of implementing the
KM system. Developing a framework helps to guide and avoid errors as well as saves time,
energy and cost. Different KM frameworks have been proposed by different researchers, of
which, most are prescriptive and procedural, saying not much about specific details on how those
procedures should be accomplished. For example, according to Wiig’s (1997), KM stands on
three pillars, based on a broad understanding of knowledge creation, manifestation, use, and
transfer. A framework from Leonard-Barton (1995) highlights a framework that includes four
capabilities and four knowledge building activities. Arthur (1996) developed a model with seven
processes operating on an organization’s knowledge: create, identify, collect, adapt, organize,
apply, and share. Spijkervet (1997) advanced four KM stages: conceptualize, reflect, act, and
retrospect. Chih-Ping et al., (2002) suggested another framework by combining previous models,
concentrating on three areas, knowledge resources, KM activities, and knowledge influences.

Table 2.2: A Review of Knowledge Management Frameworks

Frameworks Descriptions
Leonard-Barton,1995 1. Shared and creative problem solving
2. Importing and absorbing technological

knowledge from the outside of firm

3. Experimenting and prototyping

4. Implementing and integrating new methodologies
and tools.

Arthur Anderson and APQC, 1996 1. Share 2.Create 3.ldentify 4.Collect 5.Adapt
6.0rganize 7.Apply

Wiig, 1997 1. Creation 2. Manifestation 3. Use 4. Transfer

Choo, 1996 1. Sense making (includes “information

interpretation”)

2. Knowledge creation (includes “information
transformation”)

3. Decision making (includes “information
processing”)
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Van der spek and Spijkervet, 1997 In the Act process

1. Develop 2. Distribute 3.Combine 4. Hold

Nonaka, 1995 1. Socialization (conversion from tacit knowledge to
tacit knowledge)

2. Internalization (conversion from explicit
knowledge to tacit knowledge)

3. Combination (conversion from explicit knowledge
to explicit knowledge)

4. Externalization (conversion from tacit knowledge
to explicit knowledge)

Alavi, 1997 1. Acquisition (knowledge creation and content
development)

2. Indexing 3.Filtering 4.Linking 5. Distributing 6.
Application

Szulanski, 1996 1. Initiation (recognize knowledge need and satisfy
that need)

2. Implementation (knowledge transfer take place)
3. Ramp-up (use the transferred knowledge)

4. Integration (internalize the knowledge)

2.5 Organizational Strategy

What is called the SWOT, Strength, Weakness, Opportunities, and Threats, is the most popular
approach in defining strategy, both in organizations practicing it and researchers, for so many
years (Andrews, 1971). SWOT is known to analyze the organization’s capabilities, its strengths
and weaknesses, in relation to the opportunities and threats of its competitive environment. It is a
good practice for organizations to take strategic actions to preserve their strengths,
counterbalance their weaknesses, avoid threats, and take advantage of opportunities. Strategy can
be taken as a means by which organizations can keep the balance between the external
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environment where opportunities and threats are found, and the internal environment where there

are strengths and weaknesses.

The famous “five-force” model by Porter has for so long been used in the application of the
SWOT framework (Porter, 1980). This model centers on the external side of the strategy, to
which organizations must give due attention and analyze the forces in an industry which give rise
to opportunities and threats. Industries are structured in a way as to enable organizations deal fair
terms to suppliers and customers, and be competitive in quality, standards and price offers.
Strategy then becomes organization’s affair to choose the right industry and position itself within
that industry based on the firm’s marketing essence.

Even though Porter’s model gained much popularity in an attempt it made to apply solid
economic thinking to strategic management in a practical and understandable way, it still is not
immune to criticism (Teece, 1984). According to (Connor, 1991), one argument against the
SWOT model is that, it focuses on the profitability of industries rather than individual firms in it,
and therefore far from helping organizations identify and leverage what is unique in them and
take sustainable advantage in the market. The basic theory of this model does not take the
characteristics of a particular organization into consideration with reference to its profit
performance. To the contrary, the model revolves around the relationships among organizations
in the industry. Therefore according to this model, if the industry is structured properly, then all
firms should be profitable.

It happens, however, that organizations can take advantage of their uniqueness to make a
difference in terms of profit performance (Nelson, 1991). To get back to the issue of business
strategy, in the area of strategic management, recent works are focusing on the inside of
organization’s resources and capabilities. This new resource-based view focuses on the resource
of the organization (Barney, 1996). Most traditional strategic management models define
organizational strategy in terms of market positioning. However, the resource-based approach
indicates that organizations should be in a position to strategically use their unique, valuable and
inimitable resources and capabilities instead of products and services derived from those
capabilities. Resources and capabilities should be the foundations from which organizations
derive different products or services to the market (Kogut and Kulatilaka, 1994).
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2.5.1 Organizational Strategy Implementation

According to Mandasari et al. (2015), strategy implementation is a method by which several
strategies and policies transformed into action through the development of programs, budgets
and procedures. Implementation, which is the key to the success of KM, is considered after the
strategy is formulated.

According to Hariadi (2005), business strategy is an organizational plan to build and strength the
competitive position of its products or services within a particular industry or market. For the
implementation of corporate strategy, short-term activities are implemented by each functional
area. Functional strategy supports corporate strategy implementation by identifying specific
activities which will be implemented in each functional area. Therefore, the functional strategy

guides where the activity will be done now or soon.

2.5.2 Functions of Organizational Strategy

Organizations inevitably need strategy for their success, as it helps them to be proactive rather
than reactive in molding their own fate. Strategy helps organizations to initiate and control
different activities to control their own destiny. Strategy boosts employee’s commitment to
achieve objectives, implement strategies and work hard, and a well implemented strategy
increases sales, profitability and productivity. In addition, it helps organizations understand
strategies of their competitors. A good SWOT analysis helps an organization to realize what
makes it different from its competitors, to be aware of the possible threats, to reduce resistance to
change, and to define management problems. Strategy sets a basic structure for an organization
to coordinate and control its activities and increases communication among the employees and

managers (Fadeyi et al., 2015).

2.5.3 Organizational Strategy Statements

Collis and Rukstad (2008) suggest that managers should be able to specify the strategy of their
organization with a strategy statement. They state that strategic statement should carry three
main elements: goals to be achieved by the organization based on its mission, vision and
objectives; the scope of the organization’s activities; and the particular advantages or capabilities
it has. They explained strategic statements as follows:

42



Mission: it is all about organizational goals, and refers to the main purpose of the
organization. It tries to clarify the kind of business the organization is involved in. The

mission statement helps managers to focus on what is important in the strategy.

Vision: it is concerned with goals, and refers to the desired future state of the
organization. It aspires and mobilizes the energy and passion of employees. It specifies

what the organization wants to achieve.

Objectives: these are the most accurate and quantifiable statements of the
organizational goals over a period of time. Objectives might refer to maximizing profit
and market share for profit-oriented organizations. Objectives attach discipline to
strategy. By drawing objectives the management seeks to clearly state what to

accomplish in the coming year.

Scope: scope can be stated in three perspectives: clients; geographical location; and

internal activities.

Advantage: this part of the strategy statement describes how the organization can
achieve the objective it has set in its chosen domain. It is about how an organization
intends to achieve its goals by competing with other organizations. In order to achieve
its goal, an organization should put itself in better place than others aiming the same

goal.

2.6 Knowledge as a Strategic Resource

Even if an organization can uniquely access its valuable resources to create competitive

advantage, it may not be possible to do so; or competitors may even have the same resources

which inhibit the firm from being unique. On the other hand, an organization with a superior

knowledge can organize and combine its resources and capabilities in fresh and different ways,

to offer greater values for customers than its competitors can come up with (Penrose, 1980). That

IS, an organization with superior intellectual resources, knows how to make use of its traditional

resources better than others, even if those resources are not unique. Hence, knowledge can be

considered as the most important strategic resource, and the potential to acquire, integrate, store,

share and apply it, is the most important organizational capability to build and sustain a

competitive advantage (Grant, 1996).
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A competitive advantage based on knowledge is also sustainable, the more an organization is
knowledgeable, the more it will be able to learn (Cohen and Leventhal, 1990). Learning
opportunities are more valuable for organizations that already have knowledge advantage than
for competitors with lesser knowledge advantage (Goldstein and Zack, 1989). Knowing about
some things better than competitors helps organizations to have a sustainable knowledge
advantage. Even if they invest more, to catch up and acquire similar knowledge, it will be
difficult for competitors to do so, due to time constraints and other factors. Unlike the
depreciation of physical goods, consumed as they are used, and decrease their returns over time,
knowledge increases its returns as it is used. The more it is used the more valuable it becomes by
creating a cycle. When an organization understands the areas where its knowledge leads the
competition, it can apply the unique knowledge to be profitable in the market and can possess a
powerful and sustainable competitive advantage (Teece, 1998).

2.6.1 The link between Knowledge and Strategy

The long standing SWOT framework should be up-to-date to embrace today’s environment that
is highly dependent on knowledge to provide a base for describing a knowledge strategy.
Essentially, firms should analyze the SWOT based on knowledge, by discovering their
knowledge resources and capabilities against their strategic opportunities and threats to
understand where their strengths and weaknesses are. They can use this discovery to direct their
KM efforts strategically, and boost their knowledge advantages and minimize their weaknesses.
KM then can be perceived as a mechanism by which Knowledge-based resources and
capabilities to the required knowledge can be balanced for meeting customer’s needs more than
what competitors do. Identifying the most vital, unique and inimitable knowledge-based
resources and capabilities, and knowing how those resources and capabilities can help the
organization achieve its goals are the most important elements of a knowledge strategy
(Utterback, 1994). To explain the relationship between strategy and knowledge, an organization
must formulate its strategic goal, identify the right knowledge needed to carry out the strategy
and compare the required knowledge with the actual, to expose its strategic knowledge gap
(Hamel and Prahalad, 1989).
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2.6.2 Connecting Knowledge to Strategy

It is natural for firms operating within some industry to compete in different ways, to take a
greater competitive position within that industry. An organization’s competitive strategy may
result from, a clear comprehensive decision, the conventional view of strategy, or from an
accumulation of smaller decisions. It may even be revealed on actual behaviors and events in the
past. But regardless of the strategy formation process, organizations must have a clear strategy
that must first be articulated (Quinn, 1980).

Every strategic position of an organization is connected to some kind of intellectual resources
and capabilities. There is what the organization believes what it must do to be competitive in
today’s business environment, but there are still things it should know and know how to do. The
strategic choices of organizations concerning technologies, products, services, markets,
processes, and their preferences on whether to compete through low cost or differentiation, have
a great impact on the knowledge and skills required to compete and be the best in an industry
(Mintzberg, 1994).

2.6.3 Building Knowledge into Strategy Development

There are different strategic tools used by organizations like, mission statements, competitive
intelligence, environmental scanning, technology assessment, portfolio matrices, SWOT, core
competencies, the value chain, scenario analysis and stakeholder mapping. In the presence of
these wide varieties of strategy tools, managers who are responsible for the organizational
strategy are advised to be creative in adopting tools that fits their purposes (Drew, 1999).

According to Drew (1999), vision or mission statements developed by many organizations are
used as a means of communicating and exerting broad guidelines for strategic decision-making
and control. When an organization’s mission is well-crafted, it helps delineate the paths an

organization wants to take or avoid.

Kaplan and Norton (1996) argue that the balanced scorecard is a tool used for organizational
learning and improvement, and also for performance measurement. Balanced scorecard has four
perspectives, financial, customer, internal business process, and growth and learning. The

perspective of growth and learning focuses on strategic objectives for training and development,
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technology and teamwork. The internal business perspective includes innovation and business
process improvement. Therefore, Knowledge-related objectives can easily be suggested for these
perspectives.

2.7 Knowledge Management Strategy

According to Oluikpe (2012), organizations are being strongly attracted to KM because of its
capability to grant them strategic results associated with profitability, competitiveness and
capacity enhancement. In the early days, when organizations started to claim that they have
benefitted from KM, in their operations, it used to be very difficult to measure their claims in
objective terms. But today, many maturity models and other KM processes are available to filter
the knowledge strategies and how these create organizational values. Carrillo et al., (2003) is one
of the researchers who linked KM to business performance and provides a very good reason for
organizations to adopt a KM strategy. Du Plessis (2007) argues, a KM strategy should be able to
let organizations, know their knowledge resources and where they reside, articulate the role of
knowledge in value creation and comprise a number of integrated projects or activities phased

over time including quick wins as well as long term benefits.

Literatures about strategic management have shifted their focus from a resource based to
knowledge-based view, and see knowledge as an important resource enabling organizational
capacity and leveraging competitive advantage (Kogut and Zander, 1992). In recent years, KM
literatures concentrate on developing KM strategies that effectively identify key strategic assets
that drive business results and making these knowledge targets (Du Plessis, 2007). But this view
is not as simple as it seems. The complexity of the organization, knowledge factors,
organizational context and institutional forces are some of the things that should be taken into
consideration in the implementation of KM strategy in the organization (Jonsson and Kalling,
2007).

A strategy determines the mission, vision, major objectives, strategies and policies that govern
the allocation of resources to achieve organizational goals (Yang and Yeh, 2009). In an effective
strategic-planning, long-term strategic goals and both middle-term plans and operational plans
are linked very well. A strategy is developed through a strategy map with a visual representation
of relationship among the elements of an organization’s strategy. This shows a logical
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architecture of critical elements and their relationships in an organization’s strategy and makes
the strategy clear.

2.7.1 Knowledge Management and Organization Strategy

According to Oluikpe (2012), the success of KM highly depends on the alignment of KM
strategy with organization strategy. Du Plessis (2007) argues that KM of an organization is
supposed to help the firm understand its KM resources including their sources, articulate the role
knowledge plays in value creation, and form a number of integrated projects or activities planned
over time including a short-term wins as well as long term benefits, based on organizational
needs. An organization’s KM strategy is not something that stands on its own, but it depends on
the way the company deals with its customers, the economics of its business and its employees
(Tierney et al. 1999). Organizations should implement the KM strategy not just because it is a
nice thing to have. The most important issue is no longer whether knowledge is taken as a critical
resource of organizations or not, but the alignment of KM to corporate strategy, measurement of
its impact and driving of business results (Greiner et al. 2007).

2.7.2 Methods Used to Build Knowledge Management Strategy

Many organizations have run KM projects by focusing on building new systems of information
technology to support data collection, storage, retrieval, and dissemination of their explicit
knowledge. However, some organizations consider that the most important knowledge owned by
the firm is a tacit knowledge embedded in people’s mind, which can be shared and improved
through communication and social interaction. Organizations are investing to create an
environment where socialization between people is high and continuing in order to develop their
intellectual capital (Zack, 1999). Many organizations are testing the enhancement of social
relationships, new organizational cultures, forms and reward systems (Nahapiet and Ghoshal,
1998).

Researchers found that the organization’s strategy is the most important issue to guide KM. In
order to enable KM support the organization’s mission, strengthen its competitive position and
create shareholder value, it should be helped by the organization’s strategic context.
Accordingly, the more the organization knows about its customers, products, technologies and
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markets the more chance it will have to achieve its goals. But in reality the relationship between
business strategy and KM has generally been unnoticed (Zack, 1999).

2.7.3 Aligning the Knowledge Management with the Organization
Strategy

Sunassee and Sewry (2002) state that many literatures on KM strategy suggest that it is very
important for organizations to make a link between business strategy and KM. According to
Tiwana (2000), for organizations to make this linkage, they should look at the strategic gap and
discover the difference in what they want to do and what they can do, and by discovering their
knowledge gap they can determine the difference between what they know and what they need to
know in order to carry out their strategy. It is very important for organizations to formulate the
link between what they must know and what they can do, in order to align the KM strategy to the
business strategy.

According to Sunassee and Sewry (2002), determining the gap between tacit and explicit
knowledge is the most underlying component of the KM strategy of any organization to have a
competitive advantage. Besides, in aligning a KM strategy to the business strategy, the
organization must also consider its tangible and knowledge resources and clearly define how
these resources can be used to achieve the goals of the KM effort. Sunassee and Sewry (2002)
also observed that the KM strategy of an organization should take into account its organizational
culture. The authors argue, many organizations have failed to succeed with their management
initiatives, due to the incompatibility of their strategic approach with their organizational culture.
Also, by putting KM effort and systems thinking together in a system, an organization can
extend the knowledge strategy to the sub-systems of the organization.

2.7.4 Knowledge Management Strategy Challenges

Even if KM strategy is very important for the success of KM programs, it faces many challenges.
One of the challenges of strategic planning is the distribution of vision, strategies and strategic
objectives to the departments in order to connect individual efforts to organizational objectives
(Kavindri, 2005). Another challenge is the difficulty of measuring the most important
performance indicators (Clarke, 1997). This shows that organizations should find a way for
strategic objectives to reach the lowest level units and job roles, and they should also be able to

48



measure their achievements. If they are able to do this, strategic planning can be aligned with
business processes (Shaw and Edwards, 2005). Business processes are attached to organizational
business strategies, and it is reasonable for KM strategy to concentrate on business processes.
Linking knowledge to business processes involves knowledge classification activities like, core,
support and strategic knowledge; core and ephemeral; and exploitative and exploratory. After
knowledge classification, knowledge alignment should make core knowledge focus on core
processes, support knowledge on support processes, and strategic knowledge on strategic
processes (Shaw and Edwards, 2005). “Many organization executives would like to implement a
suitable KM System for the proper utilization of knowledge and expertise available in their
organization. However, most of them especially public organization face difficulties in choosing
a strategy that suit their organizational context” (Muluken Amare, 2014).

Managing knowledge from the business process perspective is the most powerful way of
designing KM strategy from the scratch. But factors such as, culture, strategy, people and
technology are categorized as critical dimensions of KM whereas business process is the basic
unit of KM implementation (Jashapara, 2003). It is at the strategic planning stage (where
business process is the centre of strategic initiatives, implementation and measurement), that
objectives of the organization are measured. Performance, in terms of competitive advantage,
profit orientation, competency building, capability, and capacity can be inferred as end products
at the business process level (Lam and Chua, 2009). Job evaluations and performance
measurements encourage knowledge creation, sharing, harvesting and leveraging (Parlby and
Taylor, 2000).

2.7.5 Classification of Knowledge Management Strategies

According to Oluikpe (2012), the two perspectives of KM strategy, codification and
personalization strategies, substantially take the upper hand in KM discussions. The codification
strategies of KM focus on capturing, codification, storage and dissemination of explicit
knowledge and make them compatible with organizational objectives. The personalization
strategy focuses on networks and social interactions to increase knowledge flow in the

organization.
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Even, Nonaka and Takeuchi’s (1995) SECI model of socialization, externalization, combination
and internalization, can be generalized into codification and personalization strategies. The
externalization and combination focus more on codified knowledge whereas internalization and
socialization are concerned with personalization. According to Haggie and Kingston (2003),
knowledge resources can transform, from non-codified to codified, concrete to abstract, and from
undiffused to diffused knowledge. These categorizations give themselves to codification and
personalization of knowledge.

The KM spectrum of Binney (2001) associates two perspectives of KM, the community view of
knowledge (knowledge as socially constructed); and the cognitive view of knowledge
(knowledge as objective-expressed, captured and codified). These two perspectives are logically
similar to the idea of codification and personalization. The author conceptualizes personalization
strategy as a method that focuses on the social construction of knowledge and the codification
approach as focusing on cognitive processes such as capturing and codification of knowledge.

Table 2.3: Summery of KM strategies

Strategy Classification
Nonaka & Takeuchi's Matrix of -Socialization, Externalization, Combination,
Knowledge Types

Internalization

A Second Knowledge Classification: Boisot's | -Scanning,  Problem-solving,  Abstraction,

I-Space Model Diffusion, Absorption, Impacting

Classification by Business Process: APQC | - Knowledge Strategy as Business Strategy

International Benchmarking Clearinghouse | - Intellectual Asset Management Strategy

study - Personal Knowledge Asset Responsibility Strategy
- Knowledge Creation Strategy
- Knowledge Transfer Strategy

Customer-Focused Knowledge Strategy

Another Classification by Business Process: | - Developing and Transferring Best Practices
McKinsey & Company - Creating a new industry from embedded knowledge
- Shaping Corporate Strategy around knowledge

- Fostering and Commercializing Innovation

- Creating a standard by releasing proprietary knowledge

Classification by End Results: Treacy & | - Customer Intimacy
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Wiersema's Value Disciplines - Product Leadership
- Operational Excellence

Linking Knowledge and End Results: Zack's | - Exploration vs. Exploitation
Knowledge Strategy - Internal vs. External Knowledge
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Chapter Three

A Theoretical Framework for Knowledge
Management Strategy Development and
Implementation

3.1 Introduction

According to Sunassee and Sewry (2002), business strategy is defined as a high-level, flexible
plan that examines the birth and development of a business initiative. For the accomplishment of
the business objectives, any business development within the organization must be aimed at
furthering the goals of the organization. The implementation of KM strategy must be a function
of the business strategy, or else the KM initiative will be unable to accomplish goals that are
tangible to the organization. A KM strategy can thus be defined as a high-level design that aims
at supplying the organization with the knowledge resources that it needs to carry out its vision
and goals. As a result there should be a close alignment between the KM strategy and overall
business strategy, and the coexistence of the two strategies must produce a tangible result to the
organization as a whole. Zack (1999) states that a knowledge management strategy expresses the
overall approach a company intends to take to align its knowledge resources and capabilities to
the intellectual requirements of its strategy.

Mcgraw et al (2000) recommend that a knowledge management framework should support the

following:

Be both prescriptive and descriptive

- Be consistent with systems thinking

- The organizational goals and strategies must be linked to knowledge management

- Planning should take place before any knowledge management activities

- The cultural aspects of the organization must be acknowledged and the knowledge

management practices must be compatible with that culture.
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- Knowledge management must be directed by learning and feedback loops, both single
and double.

3.2 KM Strategy Development Model

Based on the literature survey, a KM model constructed by Sunassee and Sewry (2002), has been
found to be ideal and used in this research as a road map to develop a KM strategy framework
for CBE. This framework consists of three main interlinked components: Knowledge
Management of the organization, Knowledge Management of the People, and Knowledge
Management of the Infrastructure and Processes. The organization should keep the balance
between these three subsystems in order to achieve a successful knowledge management effort.

The emphasis in this model is on the importance of aligning the knowledge management strategy
of the organization to the overall business strategy of the organization. The culture and managing
the culture change when implementing knowledge management are also considered to be very
important. This model also includes some external factors in the process of managing

knowledge. Organizational learning is also an important concept in this framework.

The framework focuses on the importance of the employees of the organization, and their
contribution towards a successful knowledge management effort. There should also be an effort
to make people feel part of the change when implementing knowledge management. The
organization should also encourage individual learning, and innovative thinking with employees,
and reward those that do produce such results. The infrastructure and business processes of the
organization also cannot be neglected when implementing knowledge management. This model
highlights the importance of hardware and software that helps employees to share and
disseminate knowledge throughout the organization. The business processes are also mentioned
as they need to allow for formal as well as informal sharing and use of knowledge within the
workplace.

3.3 KM Strategy Development of the Organization

The Knowledge Management of the Organization component deals with the overall activities

that need to be performed in the organization during the knowledge management effort.
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Knowledge management is very important for business organizations in the creation of
sustainable competitive advantage. But building effective KM in an organization is not a one
time job rather progresses gradually through stages of growth (Seble Abera, 2015).

3.3.1 Perform Organizational KM activities assessment

In this research, the KMMM (Knowledge Management Maturity Model) is adopted for the
purpose of assessing the current practice of the CBE knowledge management practices. This
assessment model is adopted instead of the SWOT analysis used in the framework. According to
Gallager and Hazlett (2004), KM maturity is a mechanism by which organizations assess their
current KM capability, thus facilitating effective measurement of the impact of KM upon
business performance. The researchers also state that organizations use this General-Knowledge
Management Maturity Model (KMMM) as an instrument to assess themselves, visualize their
current position and plan for the future success of KM. Kuriakose et al. (2011) consider KMMM
as application of structured approach to KM implementation and engineering of KM. Similarly,
Weerdmeester et al. (2003) say, an organization’s level of development and the stage of
development it has to pass as part of its strategy are easily described using KMMM. Therefore,
before developing a KM strategic framework for the Commercial Bank of Ethiopia, KM maturity
assessment should be conducted and the current position of the bank should be understood.

3.3.1.1 Knowledge Management Maturity Models

Because of the complex nature of KM, different studies have discovered several requirements
that should be fulfilled by an ideal KMMM. Ehms and Langen (2002), as well as other
researchers suggested that KMMM should be applicable to different objects like, organization as
a whole, organizational units and KM systems. Therefore, KMMM should focus on processes
rather than specific objects.

As stated by Ehms and Langen (2002), KMMM should provide a systematic and structured
procedure to make sure that the assessment is transparent and reliable. The characteristics of
each maturity level should be objectively testable. In addition, the basic structure of KMMM
should be intelligible to support continuous learning and improvement.
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The Nolan’s model has been criticized for being simplistic, focusing on technological aspects
and overlooking other organizational aspects. Alavi and Leidner (2001) suggested that KMMM
should embrace a wider socio-technical view of organizations by considering not only

technology but also its people and processes.
3.3.1.2 General Knowledge Management Maturity Model (G-KMMM)

After reviewing different KMM models like, Capability Maturity Models, Infosis KM Maturity
Model and CoP Maturity Models, the G-KMMM is selected for this study. The G-KMM is
developed by Pee & Kankanhalli (2009) that follows a staged-structure and has two main
components: maturity level and key process areas. The researchers developed this model by
synthesizing different KMMMs so the best elements of previous models are included in such a
way that this model can be applied for all organizations. Each maturity level is characterized in
terms of people, process, and technology, and each KPA is described by a set of characteristics.
When employed together, these characteristics specify the key practices of organizations that
help them to accomplish the goals of the particular maturity level.

3.3.1.3 Maturity Levels in G-KMMM

G-KMMM is comprised of five levels of maturity: initial, aware, defined, managed, and
optimizing (see Table 3.1). At the ‘initial level’, organizations have little or no intention of
managing their knowledge formally and their intellectual capital is not recognized to be used for
their long-term success. At the ‘aware level’, organizations have recognized the importance of
knowledge and have the intention of managing it formally, but lack the knowledge to do so. At
this level, organizations run pilot projects to explore the potential of KM.

At the ‘defined level’, organizations have the basic infrastructures to support KM, with
management actively promoting KM by articulating KM strategy and providing training and
incentives. In organizations at the defined level, formal processes for creating, capturing,
sharing, and applying both formal and informal knowledge are specified. At the ‘managed
level’, KM is strongly connected to organizational strategy and is supported by KM technology.
KM models and standards such as those integrating knowledge flows with workflows are also
adopted. In addition, effectiveness of KM is assessed quantitatively. At the ‘optimizing level’,
organizations have KM systems that closely support key business activities. With an
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institutionalized knowledge-sharing culture, organizational members, while not expected to share

every single piece of their knowledge, are willing to contribute unique and valuable knowledge

that is central to the activities of the organization.

Table 3.1. G-KMMM- Source (Pee & Kankanhalli 2009)

Maturit | General Description Key Process Areas
y Level People Process Technology
1 Little or no intention to Organization and its No formal processes to | No specific KM
= formally manage people are not aware of | capture, share and technology or
= organizational the need to formally reuse organizational infrastructure in
= knowledge manage its knowledge knowledge place
resources
2 Organization is aware of | Management is aware Knowledge Pilot KM projects
o and has the intention to of the need for formal indispensable are initiated (not
< manage its KM for performing routine | necessarily by
= organizational task is documented management)
< knowledge, but it might
not know how to do so
3 Organization has put in - Management is aware | - Processes for content | - Basic KM
place a basic of its role in and information Infrastructure in
infrastructure to support encouraging KM management is place (e.g., single
KM - Basic training on KM formalized point of access)
o) are provided (e.g., - Metrics are used to - Some enterprise
e awareness courses) measure the increase level KM projects
S - Basic KM strategy is in productivity due are put in place
a put in place to KM
- Individual KM roles
are defined
- Incentive systems are
inPlace
4 KM initiatives are well - Common strategy and | Quantitative - Enterprise-wide
established in the standardized measurement of KM KM systems are
organization approaches towards processes (i.e., use of fully in place
KM metrics) - Usage of KM
9 - KM is incorporated systems is at a
= into the overall reasonable level
S organizational - Seamless
= strategy integration of
- More advanced KM technology with
training content
- Organizational architecture
standards

56



5 - KM is deeply Culture of sharing is - KM processes are Existing KM
integrated into the Institutionalized constantly reviewed infrastructure is
organization and is and improved upon continually

= continually improved - Existing KM improved upon
N upon processes can be
€ - It is an automatic easily adapted to
= component in any meet new business
@) organizational processes requirements
- KM procedures are
an integral part of the
Organization

3.3.2 Create a KM Vision

According to the model, a vision is a statement that leads the knowledge management initiative
of an organization and provides the scope within which the organization grows by encompassing
its core beliefs and values. A very important aspect of the vision is a working definition of
knowledge and knowledge management for the organization.

3.3.3 Align the KM with the Business Strategy

It is important that the KM is not a project that is undertaken on its own without any link to the
overall business strategy. What literatures say about aligning KM strategy with business strategy
is described in the last chapter under (2.6.3)

3.3.4 Plan and Design the KM Project

Once the implementation method is selected, the KM project should be planned and designed. In
this model it is proposed that a pilot project should be implemented as any other project, with
deadlines, budget considerations and reward incentives. This will ensure that the employees take
this project seriously, and participate fully towards the goals of the project. It is very important
that reasonable and attainable goals are set so employees participating in the project will not be
disillusioned with knowledge management and the advertised benefits of sharing knowledge.

3.3.5 Manage organizational Culture and Change
It is an important task to manage the change in organizational culture due to the implementation
of KM. A change in organizational culture is not something that happens so soon. The aim of the
change is not to change the organizational culture rapidly, but to make modifications on people’s
behavior the way that suits the demands of knowledge management in the organization’s context,
in the same way that the KM strategy needs to be compatible with the organizational culture.

57



3.3.6 Manage with a Holistic Approach
The organization should not only focus on itself in its KM effort. The framework proposes four
environmental factors which the organization should consider within the context of managing
knowledge. These factors are stakeholders, competitors, business environment and overall

environment.

3.3.7 Create and Manage Organizational learning
The model proposes a knowledge life cycle in order to create and maintain individual and
organizational learning in the organization:
- Knowledge creation
- Relevant knowledge discovery
- Knowledge verification
- Knowledge capturing and organizing

- Knowledge dissemination

3.4 Knowledge Management of People

At the Knowledge Management of the People level, the focus is on managing people, their
behavior, their expectations, and their potential to contribute to the success of the knowledge
management effort. There should also be a concerted effort to encourage employees to share and
use knowledge in the workplace, and to reward people who do so.

3.4.1 Manage People as Individuals
Management should recognize that individual learning is the only way through which
organizational learning can happen. Hence it is important that the employees in the organization
are treated as individuals and that management considers each person’s opinion and input. This
will create the feeling of importance in employees and will increase their willingness to accept
change as they are part of it. Furthermore, this boosts innovative thinking in employees.

58



3.4.2 Encourage Sharing and Use of Knowledge
The appropriate structures and processes should be put into place to motivate people share and
use knowledge in the work place. The organization should make sure that knowledge sharing is a
direct part of the business strategy and part of the normal operation. At this point, the two forms
of knowledge, tacit and explicit, should be seen separately and managed differently. Tacit

knowledge embedded in employee’s mind should be shared with the rest of the organization.

3.4.3 Encourage Individual Learning and innovative thinking
Individual learning should be encouraged in the organization. It should be demonstrated that
employee’s knowledge sharing and learning can result in improved products and services and
time and cost reduction. There should also be formal activities aimed at creating the environment
necessary to share and learn. By making individuals and groups learn and contribute to the
overall effectiveness of the organization, it is possible to participate, the employees in the change
process of knowledge management.

3.4.4 Implement Reward Plans and Incentives
Another important part of managing employees in a KM activity is the reward plan and the
incentives. It is recommended that awards and monetary rewards are both given to employees
who contribute to the success of the KM implementation. By giving recognition to individuals or
teams abilities and performance, the organization can encourage other employees of the
organization to follow the same knowledge-based performance and abilities.

3.5 Knowledge Management of infrastructures and processes

The third component in the model consists of managing the infrastructure and the processes of
the organization which will support the overall knowledge management effort. The organization
should also re-evaluate its business processes in order to align them with the paradigm of
knowledge sharing and people-oriented processes.
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3.5.1 Managing the Technology
The organization should plan the type of technologies and their implementations needed for the
success of KM. it is very important to manage collaborative technologies which will allow easy
communication between employees. It is also important that the IT infrastructure of the
organization be able to link easily with that of customers and suppliers, in order to allow a flow
of information between the business and its partners. This allows the organization to collect

knowledge about its business partners and vice-versa.

3.5.2 Managing the Processes

Processes should be in place to facilitate the creation of organizational learning. The business
processes should be modified in a way employees can create, identify, verify, capture, organize,
disseminate and use knowledge easily throughout the organization. The organization should
make use of the existing informal networks to the best of their potential, by making them official,
giving them more resources and rewarding them. However, sometimes the workplace processes

will need to be modified to suit the knowledge paradigm.

It is important that the business processes should be regularly re-evaluated to gauge whether they
are creating an environment where knowledge can flow freely. Another very important aspect of
managing the process is that there should be a metrics to measure the effectiveness of the KM in
the organization. The success indicators suggested by the model are:

- Growth in the resources due to the project

- Growth in the volume of knowledge content and usage

- Survival of the project

- Financial return
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Chapter Four
Research Design and Methodology

In this section the main research approach used for gathering empirical data is outlined. The data
collection methods are presented and, detailed descriptions of the interview guide and the
analysis process are provided. The chapter describes the research approach, research design and
the methods that are used in this study. The main emphasis of this chapter is to discuss the
rational explanation behind the methodological choices and considerations. This methodological
chapter mainly clarifies the what, why how aspects of the research.

4.1 Review of Relevant Literature Presented in Chapter 2

Classification of research methods can come in various ways, of which the most known methods
are qualitative and quantitative approaches, based on; the type of data to be used, the way it is
employed, the type of investigation, the way it is analyzed, the way it is explained, and the
presumed underlying paradigm (Myers, 1997). Creswell (2007) argues when the problem at hand
needs a depth study, when complex understanding is needed or when a quantitative method is

unable to provide sufficient information, it is very necessary to perform a qualitative research.

As research and enquiry are connected, the aim of a research is to add up something new to the
existing knowledge. Basically there are three main purposes of research; to explain the way a
new problem can be structured and identified, to describe how a solution to a problem is
developed, or to assess how realistic a solution is to a given problem through empirical evidence.
These three purposes are called exploratory, descriptive and explanatory research (Robson,
1993).

Every research, if it is to be relevant and purposeful, should be connected with works already
done on related areas. Therefore the review of literature presented in the previous chapter is a
link between the research being conducted and studies already done. It gives perspectives and
conclusions of different authors, and a chance to see evidences collected by previous researchers,
to make plans for the current research work in a proper manner (Kumar, 2009). Hence, in this
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research, literature review has been conducted to assess concepts and models of previous
researches about KM. Books, journals, articles, proceeding papers, manuals and internet are used
to get a better understanding of the practice of KM in banks and other organizations.

Most of the literatures used to develop the theoretical framework consist of scientific articles.
The Google Scholar has provided the majority of literatures. The thesis papers found in the
Addis Ababa University digital library database were also used. The keywords used to search for
the appropriate literatures consisted: KM, KM framework, KM strategy, KM in banks and so on.
To make a decision about what articles should be included in this research, the titles and
abstracts of the articles were red and scanned in the order they appeared in the search. The
articles were examined until works that fit the purpose are selected.

4.2 Qualitative Research Approach

Qualitative research focuses on observation and description of events as they occur, with the aim
of capturing the everyday behavior (Stangor, 2011). Qualitative research is conducted in a
natural setting of activities to be studied (Ngulube, 2009). In a quantitative research
questionnaire is a tool that is usually used, where as in the case of a qualitative approach
interviews, document analysis and observation are used to collect data. Researchers, use their
senses, wits and relational skills rather than instruments to understand a situation. In a qualitative
research field notes, audio or video recordings can be taken and is presented in a narrative form
to capture what goes on in the natural setting (Ngulube, 2009). A data with a qualitative nature is
collected for a qualitative research through interviews and document observations to understand
and explain social phenomena (Myers, 1997).

The collection and analysis of data in a qualitative research is expressed in words about people’s
feelings, values and attitudes (Babbie, 2010). Qualitative research is carried out by means of
interviews. While conducting the interviews, adjusting to circumstances is possible because the
retrieved data and information are of most importance. Qualitative data in such studies reveals
the experience, efforts and perceptions of managers with regard to managing knowledge in their
organizations. Dewah (2011) describes the main drawback of a qualitative research is that it is
time taking and vulnerable to a researcher bias.
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According to Myers (1997), a qualitative research tries to give interpretations for observed
phenomena as it is being given meanings by individuals involved in specific incidents or
situations. Thus, in this research approach, it is normal for researchers to spend plenty of time in
the place where the research is conducted and work together with the participants in their natural
surroundings. In a qualitative research, the researcher and the participants work together to
document and develop interpretations of events or situations relative to a specific research
question. It focuses on the way individuals interpret their environment and its behavior, and the
data is presented the way it is understood by the participants (Bryman, 2006). The most
important essence of qualitative research is to study the social reality (Bryman, 2006). A
qualitative research approach is thus chosen for this research because in-depth information based
on experience is collected rather than statistical information about the KM practices in CBE.

4.3 Research Approach

Since the main objective of this study is to understand the practices and experience in detail, with
the associated problems and challenges, it uses a qualitative research approach, with an inductive
approach and a social constructivist position. As Hancox and Hackney (2000) stated, qualitative
research is the best approach when the research is concerned with understanding the situation at
hand in detail rather than generating findings of statistical significance which proves or disproves
causal relationships. It can also be used when the purpose of the study is to discover and
understand the knowledge and experience possessed by experts (Kini, 2007). As the purpose of
this study is to develop a KM strategic framework for the CBE by studying how the bank
handles its knowledge resources and its KM activities, qualitative research approach is
appropriate to undertake this study. According to Hancock and Algozzine (2006), when little is
known about the situation at hand and the goal is to have a deeper understanding, qualitative
approach is the best option.

Yin (2003) argues that a qualitative research is effective to collect data related to attitudes,
motivations and opinions. On the other hand, quantitative research is preferable if the aim of a
study is to test theories through statistical analysis. In this thesis a qualitative approach is
followed because the expected responses are largely opinion based that require some

explanation. Furthermore, interviews are undertaken since they are more personal, which help to
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get more detailed responses and acquire an in-depth understanding. A researcher cannot
generalize based on the results of qualitative case studies.

4.4 Research Strategy

A research strategy guides a researcher on how to collect, analyze and interpret the data and give
meaning to it (Ngulube, 2009). According to Du Plooy (2001), a research strategy helps the
researcher to plan the research, by indicating who or what is involved and where and when the
study should take place. This study examines different cases (Branches) to deeply understand the
current situation in the bank under the study, put the findings clearly and develop the proposed
KM strategy. Herriot and Firestone (1983) argue the more cases are considered in a study, the
more compelling and robust it will be. When multiple cases are studied, each case is explored,
described and explained, to learn and get lessons about situations Herriot and Firestone (1983).

When a research design or procedure is chosen it is highly influenced by experiments, surveys
or case studies. In all these classes, the questions to be answered differ. The type of questions a
research tries to answer, the degree of control the researcher has over events, and the cross-
sectional or historical nature of the study, has a great impact on the choice of a research design
(Yin, 2003).

The chosen strategy for this research is an explanatory case study. According to Ngulube (2009),
case study is taken as the central strategy for data collection when qualitative methodology is
used. This researcher argues argue that the aim of a case study is to gather detailed information
about a case or group of cases which are related to each other. In a case study, a case, a group of
cases or a situation is chosen for the study. The interest comes from processes, and individual
cases are studied in relation to the context in which they exist. Several methods like; reviewing
documents, observation and interviews, can be used to gather data for case studies. Describing
and understanding a phenomenon is the core of a case study. Du Plooy (2001) describes, a case
study is basically practical and the results can be applied in practice.

Yin (2003) argues, when the objective of the research is to study current events, as they are, a
case study is the best approach. Yin (2003) says, when an exploratory research is conducted, if
the researcher has no intention or ability to control the environment that is to be studied or
control certain variables during the data collection and manipulate the scene, a case study is
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considered suitable as the chosen strategy for conducting the data. The employment of the case
study design not only helps to explore the KM activities of the CBE in-depth, as a context
specific case, but also helps shed light on similar issues found in other banks.

Yin (2003) describes, a study should follow an explanatory approach if it is concerned with
questions, “who” and “why”. The aim of this study is to connect different factors to each other
and such technique is defined by Yin (2003) as an explanatory study. Based on the nature of the
research questions, this research tries to connect the organizational factors with the project
process in the context of KM strategy development. This makes the arrangement of this study

mainly explanatory.

4.5 Case Study

A case study is a type of qualitative research method where a single event is deeply examined,
rather than relying on large examples and stick to a rigid protocol to examine a limited number
of variables. In a case study, different methods are used to gather information from one or few
units such as people or organizations. At the beginning of such researches borders between
events are vague and experimental control or management is absent (Yin, 2003)

According to Myers and Avison (2003), some important characteristics of case studies are the

following:

e Events are observed as they are in their natural setting.

e Different data collection methods are used.

e One or more parts are put into test.

e Complex units are studied seriously.

e Case studies are suitable for exploration, classification and hypothesis development.

e The researcher should have an open attitude for exploration.

e The researcher is not concerned with controlling or managing the experiment.

e The dependent and independent variables are not identified at the beginning of the
research.

e The capacity of the researcher highly influences the outcome of the research.
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e There is a flexibility of changing data collection methods when a new hypothesis is
developed.
e (Case study tries to answer questions like *how’ and ‘why’.

e Current situations get the attention of the researcher.

A case study focuses on subjects that are very important and representative. A case study design
is chosen for this study and cases are examined in a thorough, holistic and in-depth manner. As
respondents working at the CBE are the targets of the interview and our main focus, this study
has focused on exploring their understandings and experiences of KM processes in the bank.
This is also what Yin (1994) suggested, when examining the case through the why and how

perspectives.

4.6 Data Collection

The research design has been discussed in the previous section. In this section, the population,
sampling and the data collection tool, that is, the interview will be discussed.

4.6.1 Population

Every possible case that is to be included in the study defines a population (Lewis and Thornhill
et al. 2007). A population is all the people that the researcher wants to learn about. A population
consists of persons or objects with common characteristics, or a group who would be subject of
the study, and about whom the researcher tries to say something about (Punch, 2005). Thornhill
(2007) describes a population as a group the researcher is interested in and about whom results
are to be generalized. The population of the Commercial Bank of Ethiopia consists of 30,000
employees working in the 1,160 branches all over the country. The population of the study is too
large and it is impossible and unnecessary to include the whole population in the study.

4.6.2 Sampling

According to Babbie and Mouton (2001), sampling is the process of selecting observations.
Kumar (1999) states that a small group is formed through sampling from the population which is
similar as possible to the larger population, and can represent the whole. It is important that the
little group should resemble and represent the bigger group so that concluding about the larger
group by studying the sample is possible.
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Powell (1997) argues the researcher should bear in mind taking a great care and have good
selection criteria for setting the desired size and the parameters of the survey. Related to this, 10
branches of the Commercial Bank of Ethiopia, in the capital city Addis Ababa, are selected and
believed to give a clear picture about the KM activities of the bank. The selected branches for the
study are Addis Ababa branch, Finfine branch, Arada Giorgis branch, Arat Killo branch, Gullele
branch, Mehal Ketema branch, Addis Ketema branch, Anwar Mesgid branch, Teklehaimanot
branch and Addisu Gebeya branch. Branch managers, from each branches selected for the study,
were picked for a close-ended interviews. Branch managers are selected since the purpose of this
study is not just to assess the KM activities of the bank but goes beyond and aims to develop a
KM strategy framework, and these are the people with enough knowledge about the bank’s
structure at the strategic level.

For this study, purposive sampling was used for qualitative data collection through close-ended
interviews. Purposive sampling is a non-probability form of sampling. In this sampling
technique, research participants are not chosen on a random basis. In this kind of research
participants or cases relevant to the research questions are strategically chosen. The branch
managers selected for the study were asked to give answers about the related policy and strategic
issues. As Kumar (1999) put it, in purposive sampling, choosing the right participants who can
provide the best information to achieve the objectives of the study relies on the judgment of the

researcher.

4.6.3 Interviews

In any research interviews are considered to be very important as they give an opportunity and
pave the way for the researcher to examine further, find solutions and gather data which could
have been impossible to get through other means (Cunningham, 1993). One of the qualitative
data gathering methods is interview, where the interaction is controlled by the interviewer and
the enquiry may or may not come in a structured manner, depending on what it is going to be
used for (Denzin and Lincoln, 1994). For the purpose of this study, interviews were conducted
and the opinions and perceptions of the leadership of the selected branches of CBE were
assessed, to capture their perceptions about the role of KM in the bank.
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Creswell (1994) states, an interview should have a protocol, and should include heading,
instructions, research questions, key questions, transition message for the interviewer, space and
time for the interviewer’s comments, and space for taking reflective notes. The structured

interview protocol with open-ended questions was used in the study.

A total of ten interviews were conducted with managers and employees of the CBE. An
interview guide was developed based on the assessment instrument proposed in Table 2.1. Each
interview took about 20 minutes. Short notes were taken from the interviews for analysis. | was
also provided with related documents to give me a better picture about what the interviewees
were answering. Moreover, secondary data was collected from relevant documents and CBE
website. The conformity of the results of the analysis with previous researches that assessed the
KM activities of the CBE, in terms of people, process and technology using different assessment
instruments, has been examined. This indicates that the assessment instrument used in this study,
G-KMMM, possesses parallel validity.

4.7 KM Maturity Assessment Instrument

To assess the maturity level at which the CBE is found concerning KM, an instrument is used
which was developed by Pee and Kankanhalli (2006). The extent to which an organization
accomplishes the key practices characterizing a maturity level is indicated by its KM maturity.
Close-ended interview questions were adopted based on the G-KMMM, developed by the same
researchers, Pee and Kankanhalli (2006), and used as an assessment instrument (See Table 4.1).
The interview questions were developed carefully by the researchers so that they cover all the
issues raised in the G-KMMM, and the current status of the Bank under study would be clear to
help develop a KM strategic Framework. According to Maier et al (2012), it is a very important
task for companies to manage and improve their capabilities. The author describes performance
assessments are commonly used to support management and enable improvement. And one way

of assessing organizational capabilities is by means of maturity grids.

The G-KMMM is applicable to different objects of analysis including, the organization as a
whole and individual organizational units. G-KMMM is comprehensible and allows systematic
and structured assessment. From the literature review, researches with the purpose of just

assessing KM activities or specific elements like knowledge sharing of an organization use both
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questionnaires and interviews to collect data. But from preliminary assessment it is understood
that there is no formal KM activity in the bank, aligned with the business strategy, and
developing a new KM strategy framework from square one was considered to be the task of this
study. Therefore, conducting close-ended interviews to branch managers has been found to be
the best data collection instrument for this study.

Based on the G-KMMM, the following questions (indicated in Table 4.1) were used during the
interviews to assess the KM position of the CBE.

Table 4.1: G-KMMM Assessment Instrument (Pee and Kankanhalli, 2006)

Level Question
| Key Process Areas: People |
2 1. Is organizational knowledge recognized as essential for the long-term success of the

bank? (People-2a)

1. Is KM recognized as a key organizational competence? (people-2b)

2. Are employees of the bank ready and willing to give advice or help on request from
anyone else within the company (people-2c)

3 = Isthere any incentive system in the bank to encourage the knowledge sharing among
employees? (people-3a)

- Employee’s KM contribution are taken into consideration

- Rewards for team work, knowledge sharing/re-use

= Are the incentive systems in the bank attractive enough to promote the use of KM in
the organization? (people-3b)

= Are the KM projects coordinated by the management of the bank? (people-3c)

= Are there individual KM roles that are defined and given appropriate degree of
authority? (like, CKO, Knowledge officers) (people-3d)

= |sthere a formal KM strategy in place? (people-3e)

= Isthere a clear vision for KM? (people-3f)

= Are there any KM training programs or awareness campaigns? e.g.
introductory/specific workshops for contributors, users, facilitators, champions
(people-39)

4 = Are there regular knowledge sharing sessions? (people-4a)

= |s KM incorporated into the overall organizational strategy? (people-4b)

= |sthere a budget specially set aside for KM? (people-4c)

= [sthere any form of benchmarking, measure, or assessment of the state of KM in the
organization? (people-4d)

- Balanced scorecard approach

- Having key performance indicators in place

- Knowledge ROI

5 = Has the KM initiatives resulted in a knowledge sharing culture? (people-5)
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Key Process Areas: Process

2 = |sthe knowledge that is indispensable for performing routine task documented?
(process-2)
3 = Does the KMS improve the quality and efficiency of work? (process-3a)

= |s the process for collecting and sharing information formalized?
- Best practices and lessons learnt are documented (process-3b)

4 = Are the existing KM systems actively and effectively utilized? (process-4a)
= Are the knowledge processes measured quantitatively? (process-4b)

5 = (Can the existing KM processes be easily adapted to meet new business requirements?
(process-5)

Key Process Areas: Technology

2 = Are there pilot projects that support KM? (technology-2a)

= |sthere any technology and infrastructure in place that supports KM?
- E.g. Intranet portal
- E.g. Environments supporting virtual teamwork (technology-2b)

3 = Does the system support the business unit? (technology-3)
4 = Does the KMS support the entire organization? (technology-4a)
= Isthe KMS tightly integrated with the business processes? (technology-4b)
5 = Are the existing systems continually improved upon (e.g. continual investments)?

(technology-5)
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Chapter Five

Data Analysis and Findings

5.1 Introduction

The focus of this chapter is on the description and analysis of the data collected through close-
ended interviews. It assesses the existing KM practices of the CBE. This research aims to
develop a KM strategy framework for CBE based on the assessment made using the selected
maturity model, G-KMMM. As already stated, the individuals chosen for the interview are
persons at the managerial level, because they have deep understanding of the bank, on a strategic
level. The interview was conducted with the managers of the selected branches of CBE. The
data gathered using interviews were compiled, analyzed and presented.

An on-job observation has also given the research, an insight about the current KM practices of
the CBE.

5.2 Findings from on-job observations

According to the job observation made, the current business environment in the CBE has been
found to be in a poor condition concerning KM, even if there is an interest to establish a KM
practices within the bank. Some activities similar to KM were observed but they are results of
traditional human resource management and business management practices. In the CBE, some
of the knowledge resources, stored in an explicit form, are job descriptions, manuals, research
documents, guidelines, and policy and strategy documents. They are not well organized to
support best practices of knowledge sharing, accessing and retrieval. The CBE has an intranet
dedicated to the KM activities and library services, although it has not been actively utilized
properly by the workers to widen the KM practices. The CBE has also a library which serves the
employees for referring some technical and business knowledge. As an employee who had
worked in the CBE for nine years and an observer for this research, this researcher can say that
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the organizational culture in the bank is not suitable for knowledge sharing and capturing
activities. Most employees feel that it is not their job to be engaged in KM practices.

5.3 Analysis of interviews

Based on the information collected through a close-ended interviews and secondary sources such
as documents and websites, the KM maturity level of CBE was assessed by evaluating whether
or not a particular practice is being carried out. To qualify for a maturity level in key process
areas, a unit must carry out all key practices of that level. For example, a unit that carried out the
practices described in items PEO2a to PEO4a but not item PEO4b can be said to have attained
maturity level 3 in people KPA, since it has not implemented all practices characterizing level 4.

The following table summarizes the data gathered using interviews. Since close-ended interviews
were conducted, it was easier to summarize the data in the form of Y’ representing the *YES
‘and ‘N’ representing the *‘NO’. Uniformity of the answers gathered from the participants made
the analysis part easier, and finding out at what level the bank is found in the G-KMMM was
also very clear and non-complicated. The non-existence of a formal KM practices in CBE
contributed a lot for making the data analysis part simpler and helped to develop a detailed KM
Strategic framework from the scratch, without having to work too hard to differentiate what has
already been done and not.

Table 5.1 Participants’ response via close-ended interviews
People Maturity
Participants’ response

Pe-2a Y Y Y Y Y Y Y Y Y Y
Pe-2b N N N Y Y N N N N N
Pe-2c N N Y N N Y N N N Y
Pe-3a N N N N N Y N Y N N
Pe-3b N N N N N N N N N N
Pe-3c N N N Y N N N Y N N
Pe-3d N N N N N N N N N N
Pe-3e N N N N N N N N N N
Pe-3f N N N N N N N N N N
Pe-3g N N N N N N N N N N
Pe-4a N N N N N N N N N N
Pe-4b N N N N N N N N N N
Pe-4c N N N N N N N N N N
Pe-4d N N N N N N N N N N
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Table 5.2 Summary of participants’ responses to interviews in the G-KMMM

Maturit | General Description Key Process Areas
y Level People Process Technology
1 Little or no intention to Organization and its No formal processes to | No specific KM
= formally manage people are not aware of | capture, share and technology or
S organizational the need to formally reuse organizational infrastructure in
= knowledge manage its knowledge knowledge place
resources
2 Organization is aware of | Management is aware Knowledge Pilot KM projects
and has the intention to of the need for formal indispensable are initiated (not
o manage its KM for performing routine | necessarily by
S organizational PE-2A YES task is documented management)
% | knowledge, butitmight | [EZRIlNe TECH-2A NO
not know how to do so PE-2C NO TECH-2B YES
3 Organization has put in - Management is aware | - Processes for content | - Basic KM
place a basic of its role in and information Infrastructure in
infrastructure to support encouraging KM management is place (e.g., single
KM - Basic training on KM formalized point of access)
are provided (e.g., - Metrics are used to - Some enterprise
awareness courses) measure the increase level KM projects
- Basic KM strategy is in productivity due are put in place
put in place to KM
- Individual KM roles PR-3A NO
2 are defined PR-3B NO
= - Incentive systems are
A inPlace
PE-3A NO
PE-3B NO
PE-3C NO
PE-3D NO
PE-3E NO
PE-3F NO
PE-3G NO
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5.4.1 ‘People’ Key Process Area

75

KM initiatives are well - Common strategy and | Quantitative - Enterprise-wide
established in the standardized measurement of KM KM systems are
organization approaches towards processes (i.e., use of fully in place
KM metrics) - Usage of KM
- KM is incorporated PR-4A NO systems is ata
into the overall PR-4B NO reasonable level
organizational - Seamless
3 strategy integration of
= - More advanced KM technology with
S training content
= - Organizational architecture
standards TECH-4A NO
PE-4A NO TECH-4B NO
PE-4B NO
PE-4C NO
PE-4D NO
- KM is deeply Culture of sharing is - KM processes are Existing KM
integrated into the Institutionalized constantly reviewed infrastructure is
organization and is and improved upon continually
> continually improved - Existing KM improved upon
< upon processes can be
N - It is an automatic easily adapted to
g component in any meet new business
Q organizational processes requirements
o - KM procedures are
an integral part of the
Organization
5.4 Results

management of the bank is not aware of the need for formal KM.

It was observed that, in the assessment of level-2, ‘Aware level’, responses to questions People-
2a and People-2b, showed that organizational knowledge is recognized as an important tool for
the long term success of the bank but KM is not recognized as a key organizational competence.
For question people-2c, of level-2 it is observed that, the willingness of employees within the
bank to give advice or help on request from anyone else is poor. So it can be said that, the

For questions people-3a, people-3b, people-3c, people-3d, people-3e, people-3f and people-3g
of level-3, all the managers response were negative and from the responses it can be inferred that

the bank management is not aware of its role in encouraging KM, basic trainings on KM are not



provided, Basic KM strategy and incentive systems are not in place, and Individual KM roles are
not defined.

For questions people-4a, people-4b, people-4c and people-4d of level-4 as well, negative
responses were given by the respondents. And it is conceived that, there is no Common strategy
and standardized approaches towards KM in the bank, no KM is incorporated into the overall
organizational strategy, and no advanced KM trainings are given and no organizational standards
for KM are set.

For people-5, level-5 question about Institutionalizing culture of knowledge sharing, the
managers responded that there are no KM initiatives to promote knowledge sharing culture.

In relation to the people KPA, the bank recognizes knowledge as an important resource that
should be managed. There are no schedules for formal knowledge sharing sessions to facilitate
knowledge transfer among employees. Staff members are not aware of the benefits of knowledge
sharing and their willingness to give advice or help their colleagues was found to be poor. No
KM vision is articulated and no KM training workshops are articulated by the bank management.
Therefore it was concluded that the bank is at maturity level 1 for the people KPA (See table 4.1)

5.4.2 ‘Process’ Key Process Area

For the question process-2 of level-2, the managers responded that important Knowledge
indispensable for performing routine task in the bank is documented. In their response to
questions process-3a and process-3b of level-3, the managers say there are no formal processes
for content and information management, and no Metrics are used to measure the increase in

productivity due to KM,

For questions process-4a and process-4b of level-4 as well, the respondents said that the bank

uses no metrics to measure KM processes.

For question process-5 of level 5, it is inferred from the manager’s response that KM processes
are not constantly reviewed and improved, existing KM processes cannot be easily adapted to
meet new business requirements and KM procedures are not an integral part of the bank.
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Pertaining to the process KPA, the bank has some processes for capturing, sharing, and reusing
important routine documents but technologies for the specific purpose of KM are not used in the
bank to support these processes formally. Therefore, it is suggested that the bank is at maturity
level 1 for the process KPA (See table 4.1)

5.4.3 ‘Technology’ Key Process Area

The responses for questions Tech-2a and Tech-2b of level-2 showed that no Pilot KM projects
are initiated by anyone in the bank.

For question Tech-3 of level-3 the response of participants helped to understand that there are no
basic KM Infrastructures and enterprise level KM projects in place.

Answers for Tech-4a and Tech-4b of level-4 questions showed that Enterprise-wide KM
systems are not fully in place, Usage of KM systems are not at a reasonable level and there is no

integration of technology with content architecture.

For the final question Tech-5 of level-5, they responded that the existing systems are not

continually improved upon continual investments.

With respect to the technology KPA, there is no KM system implemented to support KM
activities, therefore administrative staff members and managers are not supported with such
systems. Considering this, the bank deemed to be at maturity level 1 for the technology KPA
(See table 4.1)

5.5 Discussion

Generally, according to the assessments made about the KM maturity level of CBE, using the G-
KMMM, it has been found that the bank is at the first level, that is, ‘initial” maturity level. And
from the G-KMMM, proposed by Pee & Kankanhalli (2009), it can be concluded that there is
little or no intention of formally managing organizational knowledge in CBE.

Results of the close-ended interviews are discussed based on people, process and technology as
suggested by the G-KMMM (see Table 3.1)
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In key process area of People, organizational knowledge is recognized by the people as
essential for the long-term success of the bank, but the awareness to manage the bank’s
knowledge resources was found to be weak.

In key process area of Process, knowledge indispensable for performing routine task in CBE
is documented, but there is no formal process to capture, share and reuse the bank’s
knowledge.

In the process area of Technology, there are technologies and infrastructures, like intranet
portal and environments supporting virtual teamwork, that can be used to support KM, but

there are no pilot projects that support KM.
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Chapter Six

The Proposed Knowledge Management Strategy
Framework

In Chapter two, literature review was conducted to get a general idea about Knowledge,
Knowledge management, Knowledge management framework and Knowledge Management
Strategy. Then in Chapter Three, a Theoretical Framework for Knowledge Management,
developed by Sunassee and Sewry (2002), was used as a foundation, to develop a Knowledge
Management strategy framework for the CBE. Two already developed KM strategies, Revised
Bank Knowledge Management and Development Strategy 2008-2012 by African development
bank and Knowledge Management Strategy by (IFAD) International Fund of Agricultural
Development, were also used in the development of the proposed framework which is discussed

in this chapter.

6.1 Introduction

Knowledge management has great importance for every organization. It can help the
organization to make better decision making, better customer handling, faster response to key
business issues, skill improvement, improve productivity, improve profit, improve innovation,
improve cost reduction, new way of working, increased market share, additional business

opportunities, improve new product development, and staff attraction.

Knowledge management is very important to the Commercial Bank of Ethiopia’s mission and
vision as it is the oldest and biggest bank in the country. The Bank should recognize the
importance of generating, mobilizing, sharing and applying knowledge. This is even more
important, given the unique position where the Bank can combine knowledge and financial

resources towards developing innovative solutions to complex development challenges.
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This strategy has been developed based up on mainly two sources which initiated it as a solution
for the CBE to attain its objectives in this knowledge based world. These two sources are on job

observation and interviews in the CBE management.

The CBE has some significant knowledge management activities which could be enhanced to a
more reliable and convincing ones. These practices include giving training for new employees,
periodic training for staffs as capacity building, putting into practice mentorship and preparing
manuals for the work procedures. There is also a website where the CBE posts its information, a
library and an Intranet portal dedicated for knowledge management services. These good
practices could be enhanced by mainly by two main actions enabling the CBE website to
supports knowledge in addition to its current service and strengthening the Intranet for serving
knowledge management techniques. There are some obstacles identified in the organization for
progress with knowledge management practices. These include the organizational structure and

organizational cultures.

The CBE has some challenges in communication with its stakeholders, customers and other
relevant organizations and institutions. The main knowledge needs of CBE encompass
knowledge about the business, financial institutes, customers, about the developmental
organizations and governmental sectors. Most of the knowledge resources in CBE are difficult to
access because of lack of well established strategic knowledge organization and sharing

mechanism.

The knowledge management, having a vision to be a timely and continuing solution for the best
achievements of the CBE objectives, strives for the attainment of its objectives like to identify
critical sources of knowledge, organize and make ease access to the knowledge resources,
facilitate the smooth and fast knowledge transfer, acquire, capture and store knowledge, enhance
knowledge creation and innovation in CBE for emergence of new business opportunities and

solving of business challenges.

A KM strategy should have the following, elements knowledge management tools & techniques,
people and cultural aspects, KM skills development, technology, leadership and governance, and
promotion and measurement. Tools that assist with that innovation, creation of insights, and
making sense of information include intranet (LAN & VPN), video conferencing, groupware and
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Integrated Library Systems (ILSs) for their traditional type of library and collaborative
technologies. Various creativity training options are available, or aspects of creativity are
integrated like in the form of Brainstorming, annual meeting, After action review, case studies

and review, recruitment, on the job training, communities of practice.

Imagining the situation if the CBE is not approving and adapting a knowledge management
strategy for the best knowledge management practice in the bank, the CBE will be incapable of
achieving its goals in today’s highly competitive environment. It will be also difficult to see the

CBE in this knowledge based economy of the world mainly because of the extremely high global

and local market competitions.

Definition of Organizational Goals Organizational

A 4

Identify organizational background, vision, mission, values Strategy

and objectives

Assess Implications for the Organizational Knowledge
Knowledge Base Management
Identify existing knowledge from a people, process and Strategy
technology perspective using (G-KMMM)
Determine knowledge gap from a people, process and
technology perspective (G-KMMM)
Develop KM strategy
Assessment of the mpact on Management Evaluation of
Performance Knowledge
Measure KM strategy effectiveness Management
Strategy

- Human-centered approach

A

A

- System-centered approach

Action Plan

Figure: 6.1: The knowledge strategy framework
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6.2 Company Profile

The Commercial Bank of Ethiopia was established in 1942 and legally began operation as a
share company in 1963. In 1974, CBE merged with the privately owned Addis Ababa bank and
since then it has been playing significant roles in the development of the country. The CBE,
being a pioneer to introduce modern banking to Ethiopia, has now more than 1,160 branches
stretched across the country. It is the leading African bank with asset of 384.6 billion birr as on
June 30" 2016 and playing a significant role in the economic progress and development of the
country. CBE is the first bank in Ethiopia to introduce ATM service for local users. Currently
CBE has more than 13.3 million account holders and the number of mobile and internet banking
users also reached more than 1,352,000 as of September 30" 2016. Active ATM card holders
reached more than 3million. It has strong correspondent relationship with more than 50
renowned foreign banks and a SWIFT bilateral arrangement with more than 700 other banks
around the world. It has a wide and rich capital base with more than 30,000 employees. CBE is
the first bank to introduce Western Union Money Transfer Services in Ethiopia early 1990s and
currently working with other 20 money transfer agents. The bank has opened four branches in
southern Sudan and has been in business since June 2009 and has reliable and long-standing
relationships with many internationally renowned banks throughout the world.

The vision statement of the bank is clearly red as “to become a world-class commercial bank by
the year 2015”. And the bank’s mission is stated as “We are committed to best realize
stakeholders' needs through enhanced financial intermediation globally and supporting national
development priorities, by deploying highly motivated, skilled and disciplined employees as well
as state-of-the-art technology. We strongly believe that winning the public confidence is the

basis of our success”.

There are also core values used as operating principles by the bank to guide its conduct and
relationship with its customers, partners, and shareholders. These core values with the voice of
the bank are integrity, customer satisfaction, employees’ satisfaction, learning organization, teamwork

and collaboration, public Trust, value for money, decentralization and corporate citizenship.
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6.3 The Proposed KM Strategy seeks to achieve the following:

Establish and entrench a knowledge culture within the Bank

Steps will be taken to transform the Bank into an institution in which knowledge can be
effectively produced and used to improve quality and achieve results on the ground. The Bank
will encourage staff to use information technology to mainstream KM and development, such as
creating web-based knowledge portals and using the intranet to capture and share tacit
knowledge.

Enhance Operational Effectiveness

Bank operations will be strengthened by enhancing and implementing best management frame
work that: (i) improves quality of service; (i) measures results to ensure that Bank and financial
policies, strategies and development programs are effective and informed by timely and reliable
data; and (iii) improves project and program implementation. The KM Team of the Bank will
work with each Bank Director’s representatives teams to identify and define further relevant
indicators for assessing Bank interventions during and after implementation and provide baseline

data to inform the design, implementation, monitoring and evaluation of future operations.

Rationalize and expand external networks and partnerships through knowledge

sharing.

Knowledge is the kind of asset that grows too fast when shared. Through partnerships and
networks, the Bank will discover and incorporate new ideas and practices. Therefore, the Bank
will support internal networks and strengthen partnerships with external organizations based on
shared vision and value addition. The strategy expects existing partnerships to result in the
production of an increased number of joint documents and events. The Bank will catalogue
existing partnerships, develop a framework for assessing partnerships and create a database of

external networks and partnerships.
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6.4 Principles that guide the Bank’s Knowledge Activities

(Adopted from Revised Bank Knowledge Management and Development Strategy

by African development bank)

Selectivity: Knowledge must give support for the Bank’s strategic operational priorities and the

development challenges facing its stakeholders. Selectivity ensures that knowledge activities
serve the priorities of the Bank and the stakeholders.

Relevance: Knowledge must be responsive, policy-oriented and relevant, and inform decision
making in financial institutions and Bank operations. Relevance ensures that knowledge
activities focus on issues and challenges faced by the financial institutions.

Value addition: Knowledge must show innovation and add value to the Bank’s work. Value

addition ensures that research; statistical data and training are relevant for the Bank and enhance
its operational effectiveness.

Partnerships and cost-effectiveness: Knowledge generation and dissemination must
explore opportunities for synergy and partnerships; be cost-effective and useful; be shared and
disseminated through existing institutions and framewaorks; and facilitate monitoring, evaluation,

and assessment of development impacts.
6.5 The Current KM Practice in CBE

According to preliminary interviews, document analysis, on-job observation and results from G-
KMMM, there are some practices in the bank which are similar to KM practices. Most of these
practices are KM activities that are weak and emerged from the traditional business management
practices. The practice of preparation and creation of operational rules and regulations related to
the business could be taken as knowledge discovery and it is the practice that has to be
appreciated and enhanced. Though not well organized and not suitable for access or retrieval,
Knowledge preserving or storing for reuse in the form of documents of rules and regulations of
the organization, job description, mission, vision and objectives are prepared. There is a library
for storing books for reuse and reference.
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With regard to organizational learning or improving employee’s knowledge in the bank, there is
a practice of giving training for new employees. And experienced employees give formal

training for inexperienced individuals.

The use of KM tools such as Internet for updating the employees’ knowledge and for delivering
of some documents to employees and concerned bodies and the exchange of outlook is in use.
There are KM practices like, meetings, discussions and interviews in the bank during
recruitments, but they are not well structured to capture and organize the knowledge acquired.
These techniques are not practiced in such a way that they could have been had there been good
KM practices in the bank to improve organizational success and make decisions better. The
current trend simply follows the traditional business approach.

The above mentioned practices of the bank are promising though. They play a great role in
knowledge capturing, storing and sharing which in turn contributes to the achievement of the
organization objectives. These include taking the opportunity of the intranet, making it organized
in a suitable format to support knowledge sharing and capturing by enabling like instant
communication among staffs and different directorates. Again digitizing the library and making
it accessible to the users highly enhances the knowledge resource sharing.

There are also barriers in performing and enhancing KM practices of the current system,
including the way individuals consider knowledge, they take it as power and feel that it is not
their obligation to be involved in KM practices and accordingly they restrict from sharing their
knowledge to their colleagues. There is no organizational culture to reward or appreciate
employees that are good KM practitioners. Another obstacle is the organizational structure,
which is all about division of business activities and managements. There is an information
system division but which is far from managing the knowledge and it is trying just on the

management of information produced in the organization and automation of the records.

6.6 Stakeholders’ Challenges and Knowledge Needs

The CBE cannot maintain and enhance its competitiveness without the cooperation of
stakeholders like government, non-government and private sectors. It is not a commonplace in
Ethiopia for organizations to work together to solve common problems and challenges in their
operations so that it will enhance KM activities for better achievement of organizational goals.
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Communication with research institutions, universities and other agents is also an issue of
concern. The CBE has no well established communication with these authorities except that they
get data and information from them for the sake of generating final reports, and in some cases,
contribution on research output review that is unintentionally practiced to manage knowledge
just to get their job done. Although this needs strong and continuous communication and
collaboration, the bank usually engages in just on the spot communication. Therefore, there
should be a continuous partnership with stakeholders to manage knowledge during every activity
the bank is involved in.

Even if the most important knowledge for the bank comes from users, relevant authorities and
technical know-how, depending on the type of work, employees also need knowledge about the
business, the cases, the rules, the procedures and manuals, the government mission and
directives, about external environment, the international monitory information, international
banking standards and so on. The employees also need knowledge about how to perform their
duties and responsibilities and how to create a good relationship with users and stakeholders so
as to create, organize, preserve and build easy way of accessing or retrieving documents for
better management of knowledge. Knowledge is essential for all directors and team leaders in
their departments for minimizing uncertainties and introduces new practices, about the central
management situations and decisions to align it with their judgments. They also need technical
knowledge on how to increase the bank’s performance and achieve its goals, as well as to give
best service for users and how to create good relationships with stakeholders. The top and central
managers need knowledge about international, national and regional business situations, stake

holders and relevant authorities.

According to the assessment made regarding the quality and accessibility of knowledge
resources within the CBE, it is identified that the knowledge in the minds of the technical
workers or specialists are high quality and crucial but the accessibility is very low since it is not
captured and codified to be shared within the bank. The knowledge in the documents, which are
produced and distributed through different departments, are well prepared but not well organized
to be easily accessed or retrieved by the knowledge seeker. Regarding knowledge sharing,
employees have started using intranet but they do not usually use it for knowledge sharing
among themselves. The reason is that, they are busy or do not think that it is their responsibility;

86



they think that KM is not important, but mostly it is lack of sufficient knowledge about the
benefit of KM.

The library in the central office is accessible to the user, which facilitates knowledge distribution,
but it is not supported by ICT tools so that it is difficult to preserve knowledge and also users
cannot be able to access it online. Though it is not dynamic to support two way communications,
the mission, visions, and objectives of the bank, annual reports and other electronic documents
are accessible to all of the stakeholders through their website on the internet.

6.7 Overview of Knowledge Management Vision and Strategy

This KM strategy framework will help CBE implement KM practices and also has a vision to be
a timely and continuing solution for the best achievements of the bank’s objectives. The KM in
CBE has a mission of:

e ldentifying and discovering valuable knowledge in CBE.

e Organizing this knowledge for the best access and retrieval.
e Facilitating the knowledge sharing and transfer with in CBE.
e Storing knowledge for the reuse.

e Enhancing knowledge creation and innovation in the bank.

e Acquiring knowledge from different sources.

These missions are implemented by the proper and cost effective use of the different KM and IT
tools. It is also by formal and coordinated adoption of the KM techniques. The KM in CBE has

the following objectives:

e To identify critical sources of knowledge.

e To organize and make ease access to the knowledge resources.

e To facilitate the smooth and fast knowledge transfer within the CBE, and improve

organizational learning.

e To acquire, capture and store knowledge for sustainable and continuous use.
e To enhance knowledge creation and innovation in the bank for emergence of new

business opportunities in the country and solving of business challenges.
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e To retain the experience and knowledge of employees who leave the bank due to
different reasons.

6.8 Details of the Strategy

Any KM program must first lay out a strategy and objectives as to what the program is designed
to do. The first step in setting a strategy is to define the problem that the program is to solve and
address. The role KM process plays in banks is very important. The centrality of knowledge
systems to development effectiveness comprised the theme of the World Bank’s World
Development Report of 1998/99. The main argument in that report was that the development of
poorer countries necessitated assigning the highest priority to building “knowledge-based
economies”. The report recommended that developing countries should assign high priority to
“knowledge strategies”.

6.8.1 Why does Commercial Bank of Ethiopia need a knowledge

management strategy?

The changing global context requires new approaches and new learning. Dramatic changes in the
global economy present both new opportunities and new threats. Commercial Bank of Ethiopia
deals with many types of knowledge. It should obtain and generate new knowledge in order to

respond effectively to the rapid and often dramatic changes in the global economy.

This means that Commercial Bank of Ethiopia must become more agile and must improve its
systems and institutional readiness for more continuous learning and knowledge sharing.
Therefore, it is in the sense of improving its learning from development practice that
Commercial Bank of Ethiopia will increasingly become a knowledge-based organization.

To achieve these objectives and to be able to track and measure its progress towards them,
Commercial Bank of Ethiopia needs an overall guiding framework. That is the aim of this KM

strategy.
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6.8.2 General KM Strategic Goals and Objectives
The most important goal of the KM strategy is to enhance the development effectiveness of the
Bank’s operations and to establish the Bank as the world class commercial bank, just as stated in

its vision.

6.8.2.1 Specific Knowledge management strategy objectives
Specific KM objectives include the following:
a) Enhancing the knowledge environment in the Bank;
b) Raising staff and management awareness of the role of KM in development;
c) Enhancing Bank staff information searching skills;
d) Developing a coherent system to access the Bank’s knowledge and information sources;
e) Implementing collaborative networking applications as KM Solutions, such as
communities of practice and an expertise-location knowledge base;
f) Coordinating Bank-wide production and dissemination of knowledge products;
g) Enhancing the capacity of the Knowledge & Virtual Resources Centre (KVRC);
h) Setting up and empowering knowledge centers in the regional and field offices;
i) Nominating KM focal persons in the operations departments;
J) Recruiting regional knowledge coordinators at the Regional branches of the Bank.

6.8.3 Knowledge Management Process

Once a general idea is developed about KM, a clearer approach and strategy can be developed.
KM strategies, policies, standards, and tools will guide the Organization’s efforts in developing,
targeting, and providing information and creating knowledge with the end-user in mind. A KM
strategy should have the following elements; KM tools & techniques, people and cultural
aspects, KM skills development, technology, leadership and governance, communication,

promoting and measurement.

Since technology is advancing and communication costs are dropping, knowledge transfer is
getting cheaper every day. Due to this fact, the knowledge gap is narrower than ever. KM
technologies are tools that assist people to create, find, share, and make sense of knowledge.
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These tools include intranet, video conferencing, groupware and Integrated Library Systems
(ILSs) for their traditional type of library and collaborative technologies.

People and culture are also important factors the knowledge framework should start with. It is
the people who are responsible for identifying and implementing business initiatives. Whatever
the nature of particular environment under consideration, a knowledge environment in general
comprised of a range of enablers that affects KM processes.

This includes:

e People- behavior, attitudes, and skills: people react instinctively to situations.
They think through every decision faced in their daily lives. People skills also affect the
company’s capacity to undertake knowledge process.

e Culture- values, beliefs, and way of doing things: an organizational culture
consists of the behavior and norms that flow from the shared attitudes, assumptions,
values, and beliefs of the people in it. Culture influenced by leadership style,
organizational history, incentives, attitudes, beliefs, dialogue and even dressing style that
occurs in all parts of the organization.

e Incentives, motivation: applying effective incentive in many cases motivate people to
act. The incentive and motivation can be in terms of payment or promotion.

o Organizational structure: the structure of an organization affects the flow of
knowledge. Rigid hierarchical structures can hinder knowledge flows in the organization
both horizontally and vertically. A well defined organizational structure can improve

people’s understanding about their own personal roles and objectives.

KM technologies include any tool that enables the company to create, store, disseminate, and
reuse knowledge for their effectiveness. KM environment is significantly affected by the
leadership style and behavior of leaders. The final and structured document of KM strategy of
the bank needs to be advertised and promoted to be used by all directorates and sections of
organization. The promotion and communication of KM strategy will be carried out through
different types of mechanism like:

e Release on the organizations intranet/portal
e Workshop
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e Publication like brochures and pamphlets

6.8.3.1 Knowledge Management Strategy Components
Key to success in KM is to ensure that all aspects of it are built on and tightly embedded in an
organization’s work processes and products.
These strategic components are presented as follows:
a) Strengthen the Generation of Knowledge
b) Strengthening Knowledge-Sharing and learning Processes
c) Equipping Commercial Bank of Ethiopia with a More Supportive Knowledge-Sharing
and Learning Infrastructure
d) Fostering Leverage of Knowledge through Partnerships
e) Promoting a Supportive Knowledge Management Culture
f) Enhance the Application of Knowledge

a)  Strengthen the Generation of Knowledge

Effective operations in the Bank depend upon the generation of research and data capture. To
provide a comprehensive knowledge basis for development effectiveness, the KM strategy
recommends the continued production of knowledge materials such as publications, policy and

research studies, economic research papers and journals.

b)  Strengthen Knowledge-Sharing and Learning Processes

Within the bank at the directorate level, three major processes will be strengthened or scaled up
to improve impact through knowledge-sharing and learning:

I.  The project cycle will be used to integrate KM throughout the bank
ii. A knowledge-based policy development process will be tested; and
iii.  Specific local learning activities will be scaled up.

Processes include researches, workshops, field visits and study tours. It will also comprise
Analysts, decision-makers, stakeholder organizations, researchers, consultants, the private sector
and other agencies.
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Commercial Bank of Ethiopia will also develop a coherent approach to publications, especially
at corporate level. A simple typology of knowledge papers will be prepared outlining the various
publication lines and their processing and dissemination status. Learning notes will also be
regularly updated and published. There will be joint publications with knowledge centers and

other partner organizations.

C) Equipping Commercial Bank of Ethiopia with a more supportive

knowledge-sharing and learning infrastructure

The CBE should put in place a more supportive infrastructure to achieve its KM objectives in
three areas:

I.  Astronger information technology platform including a well managed Portal;
ii.  Better information management;
iii.  Specific KM tools for collaboration
iv.  Recruit Knowledge management professionals.

Commercial Bank of Ethiopia will develop a stronger information technology platform to enable
better information management, communication and knowledge-sharing. It will also build its

existing Web-based information, communication and KM tools (Intranet, Internet).

This platform will consist of an integrated set of knowledge-sharing and collaboration tools
coupled with open, standards-based, Web content management and portal technology. The
platform’s knowledge-sharing component will use individuals and shared repositories to create
Web-enabled shared workspaces across Commercial Bank of Ethiopia’s Intranet and make them
available to the bank users irrespective of location. The collaboration component will allow for
distributed editing and annotation, revision management, instant messaging, online discussion,
Web conferencing and other collaboration services that effectively enable community work. The
platform’s content management component will allow the bank to deliver content across

websites dynamically.

The Portal technology will permit controlled and dynamic access to source information
maintained in operational databases and to documents and institutional records stored in shared
corporate repositories. This stronger platform will provide the necessary foundation for the cost-
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effective implementation of virtual workspaces and collaboration networks that bring internal
and external communities together into a single virtual Commercial Bank of Ethiopia. The bank
will also further develop and implement common information management standards, rules,
procedures and tools for the collection, control, reuse and sharing of the data and information
contained in the collective memory of the CBE. The aim will be to increase organizational
efficiency and document business processes, provide evidence of activity and precedents for

action, support program evaluations, inform policymaking and ensure accountability.

These processes will help the CBE to be equipped with specific KM tools for collaboration,
knowledge-sharing and learning, and knowledge-capturing and storing.

d)  Leverage knowledge through partnerships

Building on its many existing partnerships, the bank will adopt a much more focused and
selective approach to partnerships in KM. With a view to systematic learning, CBE will begin by
developing different strategic partnerships in KM with selected partners.

The partnerships will specify related areas under consideration, which should be aligned with the
knowledge issues CBE gives priority to as derived from the strategic framework and corporate
planning processes. They will be based on a clear results framework outlining the outcomes of
the collaboration. Research activities and learning events will be jointly planned. The strategic
partnerships should be carefully linked to and supportive of the other CBE KM processes. While
the strategic partnerships will make use of CBE’s knowledge assets, their outcomes should be
shared and disseminated through the bank’s other KM processes.

e) Promoting a Supportive knowledge-sharing and learning culture

CBE will upgrade its human resource management and policy instruments in order to establish a
stronger knowledge-sharing and learning culture throughout the organization. A wider initiative
promoting cultural change within CBE, soon to be launched under the Action Plan, will provide
a coherent framework for addressing the bank’s structural and organizational factors that are
constraining knowledge-sharing and learning. Institutional culture change of this type can only
occur with strong and visible commitment from the CBE's leadership to the values of mutual
respect, transparency and accountability.
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Accordingly, support for appropriate management training will be integral to CBE’s KM

strategy. This strategy will focus on the implementation of shorter-term, pragmatic and concrete

measures that will contribute significantly to positive cultural change.

These include:

>

Proper resourcing of initiatives breaks the attitude found in the CBE that departments or
groups do not want to share information or knowledge with other individuals within the
bank. The bank’s leadership, as a visible sign of commitment, will ensure that the key
knowledge-sharing and learning processes that foster collaborative action, such as the
regional and thematic networks, are implemented and adequately resourced.

The CBE job descriptions will include learning and knowledge-sharing objectives and
activities. Its evaluation system will specify measures of innovation, learning and

knowledge-sharing achievements.

Human resource processes will be updated, to make contribution to knowledge-sharing
and learning an integral part of them. Reform of the incentive system through the
Balanced score card (BSC) will be carried out as a high priority to ensure that staff
contributions to knowledge-sharing and learning are fully recognized. Collective
incentive mechanisms will be explored to provide for teamwork and collaborative action.
The recruitment process will also be reviewed to include learning and knowledge-sharing

competencies, experience, awareness and commitment.

CBE will provide training to ensure that staff at all levels are familiar with knowledge-
sharing and learning processes and tools, and have the appropriate behaviors and
attitudes. Examples of areas that will be addressed as a priority will be the specific
knowledge-sharing and learning tools, and the use of the information technology
platform.

Implementing a set of visible “quick wins” to provide space for knowledge-sharing and
learning. These may include: creating a rotational program among units and departments
for staff to further their creativity and skills; improving communication of the bank’s
business to non-operational staff and expanding the staff field immersion program as a
means to improving learning and knowledge-sharing; developing an induction

curriculum, training and coaching program to be offered to newcomers systematically;
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implementing an exit debriefing for staff to capture tacit knowledge; institutionalizing
special awards or rewards for those who make a distinctive contribution to knowledge
and innovation in CBE; launching a scholarship and sabbatical incentive scheme for staff
to increase their knowledge on key development issues; and launching a visiting scholar
or scientist program that would bring prominent figures in the development world to the
bank.

f) Enhance the Application of Knowledge

Assessing the effectiveness of the Bank’s development work requires measuring the results of
that work. This results measurement system ensures that Bank interventions benefit from reliable
and timely data. It will also streamline the reporting of development results within the context of
Results Measurement Framework. CBE will establish the framework for a more systematic and

pragmatic approach to assessing the likely or expected impact of Bank products.
6.8.4 Expected Outputs

Considering the expected output of this KM strategy, it is important to bear in mind that KM is a
means by which CBE achieves its goal but not an end in itself. The objective, of course, is to
equip CBE to make its vision, of becoming a world class commercial bank, a reality. The direct
outputs of a successful knowledge strategy will be better systems, platforms, instruments and
tools (knowledge) to achieve this. After implementing this KM strategy, the values and
contributions of its outputs cannot be measured within a short period of time; instead, the
incremental benefits in relevance, efficiency, effectiveness and sustainability will be apparent
over an extended period of time.

Given enough time for its realization, these are the expected outputs of the KM strategy:

A. Through the implementation of the KM strategy, it is expected that a knowledge culture
will be established and embedded within the Bank. Such a culture will result in
operational effectiveness as knowledge is effectively applied. Moreover, the KM strategy
supports Bank operations by enhancing and implementing the management framework.
This includes measurement of results to ensure that the bank and its policies, strategies,
and development programs are effective and informed by timely and reliable data; and
capacity building to ensure improved project and program implementation.

95



B. Rationalize and expand external networks and partnerships through knowledge sharing.
Knowledge is one of the few assets that grow almost exponentially when shared. Through
partnerships and networks, the Bank will discover and incorporate new ideas on
development policy and practice. Therefore, the Bank will support internal networks and
strengthen partnerships with external organizations based on shared vision and value
addition. The strategy expects existing partnerships to result in the production of an
increased number of joint documents and events. The Bank will catalogue existing
partnerships, develop a framework for assessing partnerships and create a database of

external networks and partnerships.
6.8.5 The Expected Costs and Challenges

6.8.5.1 Cost and Financing Implications

Most of the above measures involve using existing resources in smarter and more strategic ways,
or exploiting opportunities offered by investments that Commercial Bank of Ethiopia will have
to make anyway, i.e. in upgrading its information technology platform or strengthening its
information management systems. Therefore, the incremental administrative costs required for

implementing this strategy will be modest.

There will, however, be additional costs for activities such as the cycle of seminars, training, and
some investments highly likely to profit in the short term. In a purely illustrative figure, these
costs, to be financed under the administrative budget, could amount to up to XXXXX birr over
the 2018-2023 period. Decisions on what incremental costs will be incurred will depend on the
success of initial investments, on the availability of resources within the overall Action Plan, and
on administrative cost ceilings. This will apply particularly to the nature and pace of the

evolution of country’s economy.
6.8.5.2 Implementation Challenges of CBE KM Strategy

Commercial Bank of Ethiopia deals with different kinds of knowledge, from operations,
customers, partner organizations and scholars, practitioners and international organizations
involved in the country’s development. For the most part, however, this knowledge remains
‘tacit’. It is mainly held by individual members of Commercial Bank of Ethiopia staff. As a

result, acquisition and exchange of knowledge are disintegrated. The CBE knowledge is
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distributed among individuals, projects, regions; and among partner institutions and
organizations and instruments that are not well connected to each other. This means that it is
difficult for others, whether within or outside the organization, to locate and access CBE’s

learning in cost-effective ways.
6.8.6 Roles and Responsibilities

The implementation of the KM strategy will require strong and visible leadership from the
Governor of CBE and the senior management team, and the alignment of incentives to ensure
commitment and collaboration across the bank. It will also require strong partnerships with the
government, finical organizations, the private sector, knowledge centers, and with regional and
global partners. Many of the activities imagined will strengthen these partnerships. The question
is whether a designated knowledge manager should be engaged to guide, coach, supervise,
evaluate and report on implementation of this strategy.

According to James, D. et al. (2001), the position of KM officer is a recent phenomenon in
companies. The authors argue that the effectiveness of chief knowledge officers may depend on
their coming to the positions from within the organization or having an intimate knowledge of
that organization. The same study also cautions that there is a risk that knowledge managers can
become persuaders. It states: “KM can be interpreted as a religion. It has its well-known
disciples and followers. It has recognized dogma not the least of which are the competing
mantras of “KM as technology” versus “KM as people”. Because of its newness, most
knowledge managers are “spreading the gospel” and spending inordinate amounts of time and
energy on the communication/education agendas. KM is a risk with a huge payoff — if it becomes
widely accepted, early advocates will become legendary. If it becomes little more than a fad,

these same advocates will be soon forgotten.”

Based on the findings of James, D. et al. (2001), this study suggest a low probability of
significant value added to CBE if it were to recruit a knowledge manager from outside. But it is
suggested that clarity is needed with regard to who will be accountable for the functions listed
above. The governor will therefore designate a member of his senior management team to have

overall responsibility for monitoring and overseeing the implementation of this strategy.
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6.8.7 Articulation between knowledge management and other key

institutional processes innovation

KM and institutional process innovation are integrated and inseparable components of a well-
functioning KM system. Knowledge-sharing processes are vehicles for replicating and scaling up
innovative solutions and integrating solutions in policies and guidelines. Under this strategy, KM
processes will contribute to making current knowledge about innovations available to innovators

and disseminating essential new knowledge.

Corporate policies and guidance is needed to implement KM in the bank as a whole. Policy
involves a higher level of knowledge distillation and use. Policymaking should unfold in a
structured and collective process of knowledge development and exchange, identifying what is
important and what works. This knowledge strategy aims to facilitate linkages between CBE’s

learning and knowledge-sharing processes and its policy development process.
6.8.8 How to measure KM strategy effectiveness
Finally, measurement of the KM strategy will be conducted by the following two approaches:

A. Human-centered approach: this type of measurement is applied mainly on the users
(enablers) of the KM service. There are some basic measurement techniques for this
approach like, Job satisfaction and feedback from system user/enablers.

B. System-centered approach: this approach mainly focuses on the system itself. For
instance, handling of work load, response time for a given query and the like are

measured.
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6.9 Action Plan

Major Activities | Specific activities Deliverables Tools Needed Beneficiaries | Budget in
resources Birr

1. create -identify knowledge -knowledge groups -Intranet -Intranet -staffs XXXXXX
technology based | sources - technology - group ware -network -users
knowledge -classify their expertise | advancements -digital devises -stakeholders
sharing system -collect users - easy flow of knowledge | repository -software s

expectations -organization of that support

-identify users need knowledge knowledge

-select appropriate tools sharing tools

for knowledge sharing

- Review and update the

existing

Website

- Ontology mapping

- Launch electronic

discussion forum, blogs

and information lists to

encompass problems
2. develop a -identify knowledge -knowledge base -appropriate -server -stakeholders | XXXXX
central needs - fast decision making knowledge computer -staff
knowledgebase -select expertise - user satisfaction representation | -knowledge -users
(knowledge -collect knowledge from | -trend analysis tool management
preservation) different experts -capture tacit knowledge | -digitalization | expert

- select appropriate tools. Like -knowledge

knowledge GreenStone, database

representation tool ABCD software

-represent the -Expert system

knowledge -blog,

-make available the discussion

knowledge base forum

- conduct exit-interview
3. facilitate - prepare monthly -smooth knowledge - - meeting -Staff
knowledge workshops sharing system communication | rooms -users
sharing -conducting on the job - common understanding | tools like e- -visual aids -stakeholders
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training - create good work mail, -subject
-introduce exit-interview | environment groupware, matter
-prepare weekly discussion specialist
meetings room and
- Identification of skilled facility
individuals
- creating partnership
with other organizations
- pre and post action
review
4. organizing - Identify business -clear organizational - KM policy -knowledge - Staff XXXXXX
knowledge processes knowledge map management | -users
-identify key knowledge | - Guidelines for professional | -stakeholders
sources capturing, acquiring, - Information
-establish guide lines sharing and usage Architect
- organize organizational | knowledge
explicit knowledge - KM policy
-create knowledge
hierarchy
- develop KM policy
5. recruitment of | -announcement -planed and facilitated - interview -budget -staff
knowledge -registration, screening knowledge management | -exam -office and
manager and selection process. office
-recruitment materials
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Chapter Seven

Conclusions and Recommendations
7.1 Conclusions

The basic premise of this research was to develop and implement KM strategy framework for
CBE. And the first step in the process was to determine the bank’s KM current status. For the
purpose of assessment, this study uses the G-KMMM by Pee & Kankanhalli as a tool to measure
the KM maturity level of the bank. By doing so it evaluates the KM activities already in place to
improve their internal functions, processes, and operations as well as external strategic
interventions. The findings shed light on how the proposed KM strategy framework should be
developed to improve performance for better results in CBE by examining the synergies between
people, processes and technology.

Having this in mind, the study combined the KM and KM maturity literature to have a clear
concept about readiness, and according to literature KM readiness was found to be complex that
it is influenced by individuals, the organization, the KM initiatives and the process.

G-KMMM depends on three key performance indicators, people, process and technology. Each
pillar is described by a set of characteristics that explain specific practices that, when employed
together, can help organizations achieve the goals of the particular maturity level they most
likely resemble. The G-KMMM has five maturity levels that are measured against the key
performance indicators namely, initial:- where little or no intention of KM is exhibited, aware:-
Organization is aware of and has the intention to manage its organizational knowledge, but it
might not know how to do so, defined:- basic infrastructure is put in place to support KM,
managed:- KM initiatives are well established in the organization and optimized:- where KM is

adequately integrated into organizational processes.

After the data collected using close-ended interviews were analyzed, the bank was found to be on
the initial level of the G-KMMM. And that helped to develop the KM strategy framework from
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the scratch. Besides that, by combining results from the G-KMMM, preliminary interviews,

documents analysis and job observations, the following major findings are summarized about the

present KM practices of the bank:

a)

b)

9)

h)

The bank and its employees are not aware of the importance of having a formal
management of knowledge.

There is no formal process in the bank to create, capture, share and store organizational
knowledge.

There is no technology or infrastructure specifically assigned to support KM.

No intentions were witnessed in the bank to formally manage knowledge.

There are some practices in the bank which are similar to KM practices but Most of
these practices are KM activities that are weak and emerged from the traditional business
management practices.

The practice of preparation and creation of operational rules and regulations related to
the business could be taken as knowledge discovery and it is the practice that has to be
appreciated and enhanced.

Though not well organized and not suitable for access or retrieval, Knowledge
preserving or storing for reuse in the form of documents of rules and regulations of the
organization, job description, mission, vision and objectives are prepared.

With regard to organizational learning or improving employee’s knowledge in the bank,
there is a practice of giving training for new employees.

There are KM practices like, meetings, discussions and interviews in the bank during
recruitments, but they are not well structured to capture and organize the knowledge
acquired.

7.2 Recommendations

To create knowledge intensive organization, CBE is recommended to give due attention to the

following important points:

a)

Careful attention and institutional leadership are required to ensure that KM initiatives

are embedded in the organization’s work processes and its main delivery instruments.
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b) A carefully constructed and valued inventory of knowledge assets is essential for
improving an institution’s capabilities and performance in KM, and this must be the
starting point for a KM strategy.

¢) An institutional culture of learning and sharing knowledge requires appropriate human
resource policies and practices, including incentives.

d) The roles, responsibilities, competencies and incentives to perform the KM processes
and practices need clear, careful and consistent attention and institutional support.

e) The management should design a policy regarding the knowledge management practices.

f) The management should assess the organization’s strategy and vision regarding KM.

g) The top management should allocate specific budget for knowledge management and
prepare periodic plan to acquire, organize and share knowledge in the bank.

h) The bank leadership should commit itself to KM and ensure focus, sound management
and adequate resources for it.

1) Mangers should regularly review progress and take remedial action.

J) A defined team should be assigned by senior management to create the policies for

people practices within the organization.

It is clear from what has been discussed and developed that Commercial Bank of Ethiopia must
improve its capabilities for learning and sharing knowledge in order to achieve its larger goal of

development effectiveness.

7.3 Recommendation for Future Research

Since the only people participated in this study are branch managers for the purpose of
developing a KM strategy framework, future studies can go deeper and participate employees
and managers from different departments. They can also use in-depth interviews and
questionnaires as a data collection instrument to make a comprehensive assessment of the KM
practices and develop a tailored KM strategy that fits the KM situation of the organization under
study.

Other researches in the future can use the knowledge management maturity model (KMMM), the
KM assessment instrument used in this study, to measure the KM maturity level of the
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organizations they study. Organizations can also use this instrument as a self assessment tool to
know where they are in managing their knowledge.
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APPENDICES
Respondent’s answers

These were the summarized responses collected from 10 (Ten) branch managers of the selected
branches of the CBE:

Key Process Areas: People

(Question-1) Is organizational knowledge recognized as essential for the long-term success
of the bank? (People-2a)
Answer: all managers interviewed agree that, organizational knowledge generally is
recognized as a long-term success of the bank.
(Question-2) Is KM recognized as a key organizational competence? (People-2b)
Answer: except two respondents, all the rest say that KN is not recognized as a key
organizational competence.
(Question-3) Are employees of the bank ready and willing to give advice or help on request
from anyone else within the company? (People-2c)
Answer: three managers responded that employees in their branches are willing to give
advice or help on request from people in the company while the rest seven said the above
culture does not exist in the bank.
(Question-4) Is there any incentive system in the bank to encourage the knowledge sharing
among employees? (People-3a)
Answer: only two managers said that there is an incentive system in their branches to
encourage knowledge sharing among employees, but all the other eight respondents said
there is no incentive for such operations.
(Question-5) Are the incentive systems in the bank attractive enough to promote the use of
KM in the organization? (People-3b)
Answer: all the managers agree that there are no incentive systems in the bank to
promote the use of KM in the bank.
(Question-6) Are the KM projects coordinated by the management of the bank? (People-
3¢)
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Answer: eight managers responded that there are no KM projects coordinated by the
bank, while the two said there are.
(Question-7) Are there individual KM roles that are defined and given appropriate degree
of authority? (Like, CKO, Knowledge officers) (People-3d)
Answer: all the managers responded that there are no individuals in the bank given any
degree of authority for KM roles
(Question-8) Is there a formal KM strategy in place? (People-3e)
Answer: it is the responses of all the mangers that there is no any formal KM strategy in
the bank.
(Question-9) Is there a clear vision for KM? (People-3f)
Answer: it is the responses of all managers that there is no clear vision of KM in the
bank.
(Question-10) Are there any KM training programs or awareness campaigns? e.g.
introductory/specific workshops for contributors, users, facilitators, champions (people-3g)
Answer: all the mangers say that there are no KM training programs or awareness
campaigns in the bank.
(Question-11) Are there regular knowledge sharing sessions? (People-4a)
Answer: all respondent think that there is no regular knowledge sharing sessions in the
bank.

(Question-12) Is KM incorporated into the overall organizational strategy? (People-4b)

Answer: according to all the managers there is no KM that is incorporated into the
overall organizational strategy.

(Question-13) Is there a budget specially set aside for KM? (People-4c)

Answer: there is no budget, said all respondents, set aside for KM.
(Question-14) Is there any form of benchmarking, measure, or assessment of the state of
KM in the organization? (People-4d)
Answer: all mangers say there is no benchmarking, measure or assessment for the state
of KM in the bank.

(Question-15) Has the KM initiatives resulted in a knowledge sharing culture? (People-5)

Answer: all branch managers participated in the study say that there are no initiatives

or knowledge sharing cultures resulted from them.
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Key Process Areas: process

(Question-16) Is the knowledge that is indispensable for performing routine task

documented? (Process-2)
Answer: all the managers agree that the most important knowledge used for performing

routine tasks are documented.

(Question-17) Does the KMS improve the quality and efficiency of work? (Process-3a)

Answer: only two managers believe that the KMS improve the quality and efficiency of
work while the rest eight believe otherwise.

(Question-18) Is the process for collecting and sharing information formalized?

- Best practices and lessons learnt are documented (process-3b)
Answer: all respondents say there are no processes in the bank for formally collecting

and sharing information.

(Question-19) Are the existing KM systems actively and effectively utilized? (Process-4a)

Answer: the managers say there are no KM systems actively and effectively utilized.

(Question-20) Are the knowledge processes measured quantitatively? (Process-4b)

Answer: all the respondents say there is no procedure in the bank to measure knowledge
processes quantitatively.
(Question-21) Can the existing KM processes be easily adapted to meet new business

requirements? (Process-5)
Answer: among the participants, two of them believe that the existing KM processes can
be easily adapted to meet new business requirements but the rest eight respondents say
they cannot

Key Process Areas: Technology

(Question-22) Are there pilot projects that support KM? (Technology-2a)

Answer: all the branch managers claim that there are no pilot projects to support KM

(Question-23) Is there any technology and infrastructure in place that supports KM?

- E.g. Intranet portal
- E.g. Environments supporting virtual teamwork (technology-2b)
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Answer: managers from seven branches believe that there are technologies and
infrastructures to support KM while three of them argue there is no infrastructure in

place to support it.

(Question-24) Does the system support the business unit? (Technology-3)

Answer: three of the managers believe that the system supports the business unit and the
rest seven think that it does not support it

(Question-25) Does the KMS support the entire organization? (Technology-4a)

Answer: all the managers agree that the KMS does not support the entire organization.

(Question-26) Is the KMS tightly integrated with the business processes? (Technology-4b)

Answer: for this question two respondents believe that the KMS is tightly integrated with
the business process. But the rest say it is not integrated.

(Question-27) Are the existing systems continually improved upon (e.g. continual investments)?

(Technology-5)
Answer: two managers responded, there is a continuous improvement of the existing

system while the other eight rejected it.
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