EXPLORING KNOWLEDGE MANAGEMENT AS A CORRELATE OF SMEs
PERFORMANCE IN NIGERIA

Abstract

This study examined the effect of knowledge management on firm’s performance of selected
manufacturing Small and Medium Enterprises:(SMESs) in Southeast Nigeria.Three specific
objectives, research questions and hypotheses were formulated with the decomposed variables of
the study. A survey design was conducted using;theisampled academic staff in the selected
SMEs. The study population was 800 while'the sample size was 196 arrived at using Krejcie and
Morgan (1970) formula. Data were ‘collected using. self-administered questionnaire. The data
using descriptive statistics (frequency. tables and percentages) and inferential statistics (Pearson
correlation co-efficient and regression analysis) were used in this study. The results revealed that
there is a positive significant relationship between knowledge management and SMEs
performance. The results showed a significant relationship betweenknowledge management
dimensions (knowledge sharing,. knowledge acquisition and knowledge protection) and firm
performance dimensions (market share, sales growth and customer satisfaction).[The study
concluded that SMEs that acquire new knowledge tend to satisfy their customers more than
those who maintain old knowledge and that share knowledge among employees tend to achieve
that SMEs should establish functional feedback mechanism to encourage employees to make
comments, contributions, and to ask questions.

Keywords: Knowledge Sharing, Knowledge Acquisition, Knowledge Protection, Share Market,
Customer Satisfaction, Sales Growth
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1. INTRODUCTION

Small and medium enterprises (SMEs) are promoters of growth and national economic
development, because they play a key role in reducing poverty, increasing gross domestic
product (GDP), diversifying and job creation in developed and developing countries
(Okoli&Anugwu, 2022). Although it is difficult to obtain information; Ayyagari, et al, (2011)
state that around 95% of businesses across the globe are SMEs, with around 60% accounting
from the private sector. Additionally, SMEs are key indicator in economic"development,
innovation, industrial restructuring and economic growth.Small and Medium Enterprises (SMESs)
also contribute significantly to international and economic development®of nations.:In some
countries, SMEs represent the biggest and most profitable sector ofu.the economy.
Mukulu&Marima (2017) stated that SMEs are recognized as economig, social and political
catalysts for development in developed and developing countries.It is\worth neting:that small and
medium enterprises are an important sector for achieving more innovation, competition and trade
in the country, and the government can work hard in supporting them:in the sector to establish a
good and innovative system for development and problem:solutions.Shodiya (2021) asserted that
manufacturing companies are highly regarded in business by academics and professionals; as this
sector employs 22.5 percent of the Nigerian workforce and accounts for 66 percent of the total
expenditure. To have leverage over other firms, a system is. needed that can capture, share,
integrate and store these vital data.Hence, knowledge ‘management (KM) appears to be more
important than ever for organizational performance.

In Nigeria, there are more than 39.65'million registered SMEs, which account for about 87.9% of
the total work force, 46.31% for national GDP growth and 6.2% for international gross exports
(National Bureau of Statistics, 2021). This reflects the effectiveness of the SME sector in the
region; hence the embrace of knowledge management practices for the manufacturing sector is
key to effective and efficient.service delivery, business growth as well as organizational
performance.Qrganizational performance reflects the company's ability to acquire and effectively
use its scarce_resource to achieve its operational goals (Griffin, 2006). The performance of the
business: canibe evaluated as a key indicator by which its success can be measured. Previous
researchers have:looked atfirm’s performance in terms of market share, new products launched,
and return on assets (Jaworski&Kohli, 1993).0Organizational performance is measured by service
and product:quality, customer satisfaction, sales performance, service innovation, and employee
attitudes (Dess& Robinson, 2014). Organizational performance based on a balanced scorecard is
measured by return on investment, market share, utilization, customer satisfaction and product
quality. Similarly, Richard, et al (2009) noted that return on investment, sales and marketing
growth, and profitability are important factors that are measured by organizational performance.



Moreover, knowledge can be considered as a key strategic resource for long-term investment
success and survival, because it is unique and difficult to imitate. Knowledge management is a
necessity in every firm(Akpa, et al, 2020); and a central issue in the world of business, industry
and education (Andi, et al,2019). Knowledge in a firm refers to expert knowledge, experiences,
ideas, attitudes, beliefs and practices that can be changed and transferred. Knowledge, unlike
other resources, is difficult to reproduce, which makes knowledge management more important
in companies (Shodiya, 2021). Budihardjo (2017) believed that knowledge management is a
systematic or structured activity to improve organizational capabilities, by managing tacit and
explicit knowledge to achieve organizational performance. As today's business. world is
embracing the knowledge economy to improve its organizational performance;the role of the
organization is to maintain knowledge management to improve internal. and ‘external
competitiveness. However, successful implementation of knowledgé:management practices can
ensure that the organization benefits through the development of knowledge assets (Heisig, et al,
2016).

Despite the importance of knowledge management, many.SMES are:unable to generate and share
knowledge effectively. This weakness is due to an.inappropriate way of managing knowledge.
However, many manufacturing companies in:Nigeria face high*failure rate due to heavy financial
losses, unproductive management strategies and poor financial conditions. As a result, it is
difficult for many of these SMEs to maintain knowledge that will keep them in business.In this
regard, the manufacturing SMEs have not been able to solve the problem of customer knowledge
and feedback. Most of the customers ‘are not satisfied with the process shown by most of the
manufacturing SMEs in _Nigeria. “These can perhaps be attributed to poor knowledge
management strategies among workers-and management. Against this backdrop, the study
examines how knowledge management affects firm performance in selected manufacturing
SMEs in Southeast, Nigeria.

2. .LITERATUREREVIEW & HYPOTHESES DEVELOPMENT

Knowledge Sharing and Market Share

Knowledge:Sharing involves promoting implicit knowledge and producing new explicit
knowledge (Hsiao, Chen & Chang, 2011).KS is defined as a process adopted by a firm to share
and exchange knowledge among employees to capture and create new knowledge (Obeidat, et al,
2018).The sharing of information between staff and stakeholders of a business unit or
organization is transferred from one department to another (Yu, et al, 2013). Therefore,
knowledge sharing (KS) is an important part of effective knowledge management as it provides



solutions for some organizational problems that cannot be achieved by implementing other
knowledge management methods.

There is evidence in the existing literature on the relationship between knowledge sharing and
market share. The ability of the organization to improve or protect their position in relation to
their competitors in the market and to improve it in terms of sales, market share or growth makes
the company have great competition (Akpoyibo, 2021; Lall, 2001). Knowledge sharing between
employees and within and across teams allows organizations to exploit and. capitalize on
knowledge-based knowledge (Cabrera & Cabrera, 2005); and as this greatly affects the
company's market share. Hair (1998) stated that the knowledge management process, which are
knowledge acquisition, knowledge sharing and knowledge storage. increase organizational
performance as well as market share and profits. The market share of an.organization depends
very much on the ability of managers to share all the knowledge resources they have from people
and teams, and to create values, and share them within the organization to reach increased
performance (profitability and market share). Thus, employees are promoted to the knowledge
gained among other colleagues for better performance.

Knowledge sharing practices are closely ‘related to. strong innovation which is essential to
enhance the competitive advantage“of organizations (Laio, 2006). Organizations encourage
employees to share knowledge and use shared knowledge to perform important tasks that gain
competitive advantage and market share. Jue, et al, (2010) suggest that organizations can use
knowledge to gain their competitive advantage and successful organizations use knowledge to
improve their products and services.Stephen (2022), Samir (2020),Roopaa&Gopinath
(2021),0koli, et al.,"(2021),Adhikari. (2020), Dickson &Oyeinkorikiye (2019)and Ireri (2015)
found that knowledge sharing improved the organizations competitiveness through increasing the
customer satisfaction, market: share, operation cost reduction, firms performance and also
adoption and operation of new technology. Based on the above discussions, ahypothesis below
was developed:

H1: There.is no significant relationship between knowledge sharing and market share of
manufacturing SMEs in Southeast, Nigeria.

Knowledge Acquisition and Customers Satisfaction

Acquisition is a process that includes the actions of ensuring accessibility, collecting and
applying the acquired knowledge (Zayed, et al, 2012). Knowledge acquisition refers to the
process of creation and formation of knowledge and its components within the organization,



therefore implicit knowledge becomes explicit knowledge (Alrubaiee, et al, 2015). Knowledge
acquisition (KA) involves using new knowledge or changing parts of information in an
organization's explicit and tacit knowledge, which requires organizations to search for specific
information in internal and external environments (Xue, 2017). It is described as an approach
through which individual knowledge is established, using four sub-processes: socialization,
combination, externalization and internationalization for the development of organizational
knowledge on a regular basis (Shujahat, et al, 2018).

Knowledge acquisition makes it easier to apply knowledge or replace existing content. It also
facilitates the generation of new knowledge and better use of existing. knowledge through
effective information exchange (Grant, et al., 2016).The empirical results of researchers in the
area of knowledge acquisition and customer’s satisfaction include Stephen (2022), Samir
(2020),Nadube&Ngbaawii ~ (2020),Ha, et al, (2021), " Dickson.. &OQOyeinkorikiye
(2019),Roopaa&Gopinath (2021)and Nnabuife, et al, (2015) whose findings indicated that there
was a positive relationship between knowledge acquisition, “customer satisfaction and
organizational performance.Similarly, Waki (2017) found. that. firms use brainstorming sessions,
workshops and seminars, and employee relations to gain new .knowledge and customer
satisfaction, share knowledge and support organizational learning. Shodiya, (2021), Djangone&
El-Gayar (2021), Okoli, et al., (2021), Adhikari (2020) and Al-Hadrawi, (2018) studies revealed
that access to knowledge leads to increased customer satisfaction and firm performance.

In another study, Ahmed, et al, (2015) revealed that companies are more successful when they
adopt strategies that facilitate access.to knowledge and share ideas internally, which improves
the process of knowledge acquisition moreeasily. The study also showed that the acquisition of
knowledge helps in improving work performance, resource utilization and customer satisfaction,
thus increasing profits and improving the organization’s performance. Also, Gatuyu&Kinyua
(2020) showed that: knowledge acquisition strategies increase the customer base, improve
customer satisfaction and had a positive affected the performance of SMEs in Meru County.
Furthermore, their research also:showed that SMEs can improve knowledge acquisition through
capacity building, mentoring programs, modern technology and consultancies. In another study,
Chebii (2018) revealed that knowledge acquisition significantly affected the performance of
government-owned commercial enterprises in Kenya in terms of return on capital. However, the
study.also indicated that the knowledge acquisition process did not affect the performance of the
enterprises in terms of return on assets.Based on the above discussions, ahypothesis below was
developed:

H2: Knowledge acquisition has no significant influence on customer satisfaction in
manufacturing SMEs in Southeast, Nigeria.

Knowledge Protection and Sales Growth



Knowledge protection refers to a firm's ability to protect its intellectual knowledge from illegal
theft and inappropriate use (Gold, et al, 2001). Knowledge protection is a process of turning tacit
knowledge into explicit information or storing and retrieving open knowledge. There are
different types of storage in organizations.This knowledge consists of written documents,
information stored in databases, expert knowledge, organizational processes and implicit
knowledge (Alavi&Leidner, 2001). It is imperative for SMEs to guide their knowledge within an
organization from illegal or inappropriate use. Protection is essential if the knowledge is to be
used to create or maintain a competitive advantage(Porter-Liebeskind, 1996).

Prominent results of researchers in the area of knowledge protection,. market-growth and
performance include Ha, et al., (2021), Adhikari (2020), Dickson &Oyeinkorikiye (2019), Ratan,
(2020) and Onifade, et al, (2022) whose findings showed that there is:a significant effect of
knowledge protection on organizational performance. Pinzon-Castro, et al., (2018) emphasized
that if firms implement intellectual property protection, such as patents; copyrights, or
trademarks, knowledge protection will be more effective. These protective measures give the firm
the ability to prevent competitors from copying its ideas.or inventions, and the ability to profit
from licensing its intellectual property.Ferri, et al, (2019) offered empirical evidence that the
patenting process has a positive effect on spin-off performance:.It seems that companies with a
strong knowledge protection capability can protect their proprietary knowledge from illegal or
inappropriate use by others (inside and outside the.companies). Therefore, these companies can
maintain performance for a longer period.ln the same way, Liu & Deng (2015) found that
knowledge protection makes the business process more efficient since other companies cannot
easily copy the ideas or inventions. Nguyen, et al, (2022) revealed that proprietary knowledge
protection (PKP) motivates and encourages firms to create new products and stimulate consistent
market growth. Ha, et al.,(2021) revealed that knowledge protection is found to be positive and
related to firm performance. Based on the above discussions, ahypothesis below was developed:

H3: Knowledge protection has no significant relationship with sales growth of manufacturing
SMEs in Southeast, Nigeria.

3. RESEARCH METHOD
This study made use of survey research design because of the nature of the study which is to
collect relevant data from a sampled respondent through questionnaire. The population of the
study consists of selected manufacturing SMEs in Southeast Nigeria, numbering about 800. The
Southeast part of Nigeria is made up of five States (Abia, Anambra, Ebonyi, Enugu & Imo), and
the selected SMEs were chosen randomly from the five states. The sample size of the study was
determined using Krejcie& Morgan (1970) sample size determination formula; thus one hundred

and ninety six (196) was arrived as the sample size. In addition, the study ensured that stratified



sampling was used in this study to ensure that the manufacturing SMEs with their different
numbers of owners, managers and workers are well represented. Structured questionnaire was
adopted as instrument for data collection. To test the validity of the instrument, the Principal
Component Analysis and test for communalities and Varimax Rotation using the Extraction
method were employed. Factor analysis procedure was applied to validate the instrument
because the set of variables analyzed in the factor analysis extends beyond test data and since it
utilizes rating and other criteria measured along with other tests to explore the factorial
composition of a particular test and so define the common traits it measures hence,, usually
preferred in most construct validation exercises. The Principal Component Analysis (PCA) was
conducted on the 12 items of the knowledge management questionnaire. using Orthogonal
Rotation (varimax). Similarly, the 12-items firm’s performance questionnaire was subjected to
factor analysis using a principal component analysis (PCA). An initial analysis was run to obtain
was used to confirm the reliability of the research instrument.:The alpha coefficients are for
knowledge sharing, knowledge acquisition; knowledge protection, market share, customer
satisfaction, and sales growth as 0.987,:0.983, 0.738,-0.981, 0.992, and 0.953, respectively. The
data collected were analyzed using ‘a.combination of descriptive statistics (frequencies and
percentages) and inferential statistics (correlation analysis and regression analysis). Hypotheses

were tested at a 5% significance level.

4. ANALYSISAND RESULTS
Test of Hypothesis, One

Ho;: There'is no:significant relationship between knowledge sharing and market share of
manufacturing SMEs in Southeast, Nigeria.

Table 1: Relationship between Knowledge Sharing and Market Share of SMEs
Correlations

Knowledge Sharing Market Share
Pearson Correlation 1 9947
Knowledge Sharing Sig. (2-tailed) .000

N 184 184
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Pearson Correlation .994™ 1
Market Share Sig. (2-tailed) .000
N 184 184

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

The nature of relationship between knowledge sharing and market share was investigated using
Pearson product-moment correlation coefficient. The research indicated a strong, positive
statistical relationship between knowledge sharing and market share of manufacturing:SMEs in
Southeast, Nigeria, r = .99, n = 184, p < 0.01. Thus, the null hypothesis was.rejected. This
implies that knowledge sharing culture tends to increase the market share of manufacturing
SMEs in Southeast, Nigeria. Therefore, it was established that:knowledge sharing had statistical

relationship with market share of manufacturing SMEs in Southeast Nigeria.

Test of Hypothesis Two
Ho,: Knowledge acquisition has no significant influenee on customer satisfaction in
manufacturing SMEs in Southeast Nigeria.

Table 2: The Extent to Which Knowledge Acquisition Influence Customer Satisfaction

Variable Beta tvalue R Square Fvalue  Sig.
(Constant) 1.172 .243
Knowledge Acquisition .980 66.731 .961 4452.969 .000

Dependent Variable:«Customer Satisfaction

The influence .of knowledge acquisition on customer satisfaction was studied using linear
regression. The result established that knowledge acquisition exerts high statistical influence on
customer satisfaction in'manufacturing SMEs in Southeast, Nigeria (B = 0.98, t = 66.73, r* =
961, F =4452.969, p < .01). Thus, the null hypothesis was rejected. This research indicated that
knowledge acquisition was an important predictor of customer satisfaction among manufacturing
SMEs in Southeast, Nigeria. The result suggested that 96% change in customer satisfaction was
associated with proportionate change in SME knowledge acquisition. It implies that SMEs which
acquire more knowledge have higher tendency of satisfying customers. In other words, SMEs

which acquired greater knowledge would stand a better chance of serving customers well.



Hence, the research ascertained a strong, positive, statistical influence of knowledge acquisition

on customer satisfaction in manufacturing SMEs in Southeast, Nigeria.

Test of Hypothesis Three
Hos: Knowledge protection has no significant relationship with sales growth of manufacturing
SMEs in Southeast, Nigeria.

Table 3: Relationship between Knowledge Protection and Sales Growth of SMEs
Correlations

Knowledge Protection Sales Growth

Pearson Correlation 1 523

Knowledge ) .
) Sig. (2-tailed) .000

Protection

N 184 184

Pearson Correlation 523" 1
Sales Growth Sig. (2-tailed) .000

N 184 184

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

The relationship between knowledge protection: and sales growth was examined Pearson
Product-Moment Correlation Coefficient.";The survey ascertained a positive, statistical
relationship between knowledge protection and sales growth of manufacturing SMEs in
Southeast, Nigeria, r= .52, n =184, p < 0.01. Hence, the null hypothesis was rejected. The
research specified:that manufacturing SMEs which protect their knowledge have higher tendency

to achieve sales growth.

5.-/CONCLUSION|

In relation to the findings of the study, the study concluded that small and medium enterprises

(SMEs) which acquire new knowledge tend to satisfy their customers more than those who
market share than those who keep knowledge from employees. The study also concluded that
SMEs which protect their business information tends to achieve sales growth more than those

who are vulnerable to intellectual theft.
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On the basis of the research findings and conclusion, the following recommendations were made:

1. SMEs should establish functional feedback mechanism to encourage employees to make
comments/contribution, and to ask questions.

2. SMEs should hold quarterly business trainings to enhance the capacity of the employees.

3. SMEs should use renewable login details to ensure that an authorized user gains access to the

firms” information.
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