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Abstract

This paper summarizes the arguments and counterarguments within the scientific discussion on the issue of
knowledge management and their impact on the financial performance of economic entities. It is determined that
despite the key role of knowledge both for the development of the country (which in the 21st century is based mainly
on knowledge) and to increase the value of the company, today companies do not fully use arrays of knowledge
and data, which forms barriers to increase competitiveness in the strategic perspective. The main purpose of this
study is to assess the impact of knowledge management on the financial performance of companies. Data for the
study were obtained from a primary source based on a structured questionnaire with which Dangote Flourmills staff
worked. The methodology of the work is a software product for statistical data processing - STATA 11, while the
data analysis was performed on the basis of regression analysis, which was used to test hypotheses at the level of
5% significance. The analysis of the data confirmed the significance of the impact of all indicators of knowledge
management on the financial performance of the economic entity. The results theoretically confirmed and
empirically proved that strategic leadership, organizational culture, information and communication technologies,
effective human resource management practices have a significant impact on financial performance. This study
concludes that knowledge management has a significant impact on the financial performance of businesses. The
paper states that knowledge management activities help to focus the company's management on the accumulation,
storage and use of knowledge to solve problems, dynamic learning, strategic planning and making sound financial
and economic decisions. The authors have formed the following recommendations: assistance from the
management of the company to exchange knowledge, training and professional development; introduction of the
latest digital technologies to improve communication and management mechanisms, based on the specifics, features
and needs of companies; ensuring and developing a corporate culture that allows you to balance and coordinate the
actions of management policy.

Keywords: knowledge management, human resources, strategic leadership, organizational culture, financial results
of the company.
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Introduction

The success and failure of every business is in one way or the other attached to the environment where it
operates because of the highly characterize uncertainty that is attached to this environment irrespective of it
goals and objectives especially in this current aggressive, exceptionally competitive, and complex business
environments. As organizations are continually looking for means of developing novel (new) and appropriate
(relevant) ideas, breaking down of prior assumptions and making new connections for new ideas. Thus,
emphasis is placed on creativity by organizations and this entails changing the old process, introducing new
ways and new products hence accelerating the pace of change in organizations and the society in general.
Similarly, organizations in pursuance of ensuring that ideas see the light of the day embrace innovation
practices (Bamidele. 2019)

However, since innovation has become the prime importance to any company or organization for performing
well, knowledge has become one of the most vital assets that guaranteed the survival of firms in the fiercely
competitive business environment. The emergence of knowledge-based economy has made it a strategic
necessity for businesses to initiate ways to effectively acquire and manage varying organizational knowledge,
when produced and disseminated all over the organization has the capability to contribute to the firm’s value
(Choi & Lee, 2002). Hence, knowledge management (KM) is considered to be an urgent and critical issue, to
such an extent that organizations must efficiently manage their knowledge bases and repositories to earn long-
term competitive advantage (Alabi & Leidner, 2001). Knowledge management also enables an organization
to gain insight and understanding from its own experience and procedures. But the attention given to Nigeria’s
KM system has been weak and unstable and has consequently affected its effectiveness and utilization.

Various points has been listed out to be among the contributing factors to the failure of knowledge management
in an organization as it has been identified that in the past, knowledge has been managed through human
resources and/or information technology divisions and it has not received the direct attention of management
that it deserves and needs. This is a major cause of suboptimal performance and is a source of risk as other
enabler factors have not been considered. An analysis of KM failures revealed that many organizations who
failed did not determine their goals and strategy before implementing KM systems (Rus & Lindvall, 2002).
Some organizations ended up managing documents instead of meaningful knowledge. This is an easy mistake
to make, because many tools advertised as KM tools address document management rather than knowledge
management (Rus & Lindvall, 2002).

Objective of the Study

The objective of the study is directed to:

» investigate the effect of strategic leadership on financial performance;

» determine the impact of organizational culture on financial performance;

» examine the effect of information and communication technology on financial performance;
» assess the impact of human resources practices on financial performance.

1. Literature Review
a. Conceptual Analysis

Knowledge. Knowledge is the result of deriving realities in light of a man's own skill and influenced by the
conduct of its proprietor. Learning is built up on the decision, observation and it is fused by convictions, states
of mind and practices. It is data prepared in the brains of the people (Alavi and Leidner, 2001). Knowledge is
defined as the awareness of what one knows through study, reasoning, experience or association or through
various other types of learning (Mclnerney, 2002). Knowledge is a key competitive strategy that businesses
must manage in their quest to achieving sustainable competitive advantage.

Knowledge Management. Knowledge management is the methodology of information creation, endorsement,
presentation, spread and appraisal (Bhatt, 2001). Knowledge management deals with philosophy, systems and
specific and administrative gadgets, laid out towards making, granting, utilizing information and data inside
and around an association (Wong, 2005). Management of knowledge is called as Knowledge-based
management. Management of knowledge is about connecting people to people and people to information so
that favorable position on opponents can be picked up. Knowledge management is more a human resource
administration rather than engineering-based field.
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Nonaka (1998) defined knowledge management as the process of discovering or creating new knowledge and
refining existing knowledge. Also, KM is the sharing of knowledge among individuals and across all
organizational boundaries (Wong, 2005). The major purpose of KM is to attain superior internal operating
performance and efficiencies within an organization (Drucker, 2000).

Enabler Factors of Knowledge Management. Arthur Anderson Business Consulting (2009) believed that
leadership, people, corporate culture and information technology are the biggest enablers of knowledge
management implementation. According to this research knowledge management enablers are the key factors
that determine the effectiveness of knowledge management within an organisation (Yeh , Lai & Ho, 2006)

Strategic Leadership. Leadership plays a major role in ensuring success in any initiative within an
organization. Organizations can not overlook the critical role of leadership in knowledge management.
Knowledge management is essential to be guided and supported by the business leadership. Both practitioners
and academicians agree that the leadership plays a major role in the creation and management of knowledge
in the organisation, therefore the organizational goal of knowledge management for competitive advantage is
facilitated by the practices that leadership implements (Singh, 2008). The introduction of a knowledge
management program can be a major organisation change and for this reason the involvement of leadership is
considered imperious. Leadership should create a climate that encourages the distribution of knowledge, so
that people feel safe to contribute in every way, and the contributions are recognized by them. In addition, they
should have the will to share and offer their knowledge to others in the organization, to learn constantly, and
to seek new ideas and knowledge.

Culture. Although leadership plays a key role in knowledge management effective implementation, the culture
factor can be even more important to knowledge management performance incentives. Many researchers and
practitioners supported that organizational culture can enable the successful implementation of knowledge
management. Culture is important for facilitating sharing, learning, and knowledge creation. In general, culture
highly values knowledge, encourages its creation, sharing, application, and promotes open climate for free
flow of ideas. The development of such culture is the major challenge for knowledge management efforts. An
effective culture for knowledge management consists of norms and practices that promote the transfer of
information between employees and across department lines. (Yeh, Lai, & Ho, 2006). Building an effective
culture which people operate in an organisation is a Critical requirement for effective knowledge management
(Gupta & Govindarahan, 2000). Studies conducted to investigate causes of knowledge management initiative
failure, have recognised that organisational culture is the main barrier to knowledge management success
(Tuggle & Shaw, 2000).

Information Technology. After strategy, information technology comes into play, holding an important role
for knowledge management effectiveness. Technology is a powerful enabler of knowledge management
success. It is generally accepted that databases, intranets, knowledge platforms and networks are the main
blocks that support knowledge management. It is indisputable that Information Technology is one of the key
factors that influence knowledge management implementation. According to American Productivity and
Quality Center International Benchmarking Clearinghouse study, the crucial role for information technology
lies in its ability to support communication, collaboration, and search for knowledge and information, not
static repositories of “best practices” (McCampbell, Clare, & Gitters, 1999). There is an extensive collection
of information technologies such as data warchousing, intranet, internet, which can be implemented and
integrated in an organization’s technological platform and work together as knowledge management system.

Human Resources. The role of people in knowledge management success is major. People create and share
knowledge, and for this reason managing the persons who have the intension to create and share their
knowledge is considered very important. Since, people are the exclusive creators of knowledge, Davenport
and Volpel (2001) reported “managing knowledge is managing people, and managing people is managing
knowledge”. The knowledge is hold by an individual, the process of transferring this hidden knowledge to
other members within an organization; so as to share, use, and convert it into knowledge is a crucial procedure.
Thus, a key factor for an organization to meet success is to support people communicate and share knowledge
with others (Nonaka & Takeuchi, 1995). Szulanski, (1996) stated that organizations should perceive that
employees are a vital resource for their organization and to combine the concept of knowledge management
into their employee management policy, because it is critical for an employee to be motivated to take part in
the obtaining and sharing of knowledge (Wong, 2005).
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Organizational Performance

Performance within the organization is a persistent subject in the majority of management branches and there
is an apprehension toward both instructive persons and additionally rehearsing supervisors. Performance idea
has been usually perceived; however, considering performance in examination setting is a testing problem
confronted by specialists. Performance of an organization, from conventional perspective is typically alluded
to as: Financial performance where spending plans, resources, operations, items, administrations, markets and
HR are serious to impact the general primary concern of an association". Monetary results of organizational
efficiency are ordinarily connected to authoritative accomplishment (Lee and Kim, 2002). The idea of
efficiency has more extensive measurements of clarifications by accentuation on knowledge gained by a firm
and efficiency results connected with it, so there is a necessary to carefully manage it (Lee and Kim, 2002).

b. Theoretical Analysis

Knowledge Management Theory. The main idea of the knowledge-based theory of the firm is that
organizations exist in the way that they do because of their ability to manage knowledge more efficiently than
is possible under other types of organizational structures. In other words, organizations are social entities that
use and store internal knowledge, competencies and capabilities that are vital for the firm’s survival, growth
and success. The theory assumes that organizations are all heterogeneous knowledge-bearing entities that apply
knowledge to the production of their goods and services (Foss, 1996). Firms are able to organize the way they
do because they are depositories of productive knowledge. This view stresses that knowledge is the most
strategically important resource of the firm. In the KBV, the primary goal of the firm is the application of
existing knowledge to the production of goods and services. Knowledge and skills give a firm competitive
advantage, because it is through this set of knowledge and skills that a firm is able to innovate new products
and processes, or improve existing ones more efficiently and or effectively (Nonaka & Takeuchi, 1995).

c. Empirical Analysis

Zaied, Hussein, and Hassan (2013) examined the relationship between knowledge management and
organizational development from the perspective of sports and youth department staff. It consisted of a
statistical population of all employees of the office of youth and sports in Mazandarian province. It analyzed
data using descriptive statistics and inferential statistics (Pearson correlation test and Multivariate Regression).
The results indicated that there is a significant relationship between knowledge management and
organizational development. It observed that among the four dimensions of knowledge management i.e.
knowledge acquisition, knowledge transfer, knowledge utilization, knowledge recording; only there was a
relation between the knowledge management utilization and organizational development.

Buheji (2014) conducted a research on Knowledge Management Influence on Government Organisations
Competitiveness. To ascertain the relationships between KM and four prevalent organisational development
practices. A total of 625 valid responses were collected from top and middle management from 54 government
organizations in the Kingdom of Bahrain. The model was statistically tested according to the research
hypotheses by regression analysis then Structural Equation Modelling (SEM). Results reveal strong and
significant correlations amongst the five prevalent organizational development practices. Even though the
holistic influence of the model could not be confirmed, findings show positive KM influence on the remaining
organizational development practices, thus KM is an essential factor for government organizations.

Choi (2014) conducted a study titled knowledge management enablers, processes, and organizational
performance: an integration and empirical examination. the objective of the study was to identify and examine
the effect of knowledge enable factors on organization performance. The research used quantitative data that
was derived from a structured questionnaire which was analyzed using regression analysis. The research
proposes a model to illustrate the relationship between knowledge management strategies and their creating
processes. The model shows that the strategies vary depending on different knowledge creating processes.
Result of this study is that in order to manage knowledge effectively, human strategy is more likely to be
adopted in the case of the socialization process while system strategy is more likely to be adopted in the case
of the combination process.

Olota (2015) did a research on the Impact of Knowledge Management on Entrepreneurship Performance in
Nigeria Telecommunication Industry. The study was design to examine the elements of knowledge
management in Nigeria Telecommunication industry; a total of 349 out of 375 questionnaires administered
were returned. Multi-stage sampling method was used for the selection of the staff of the two companies. The
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techniques employed for data analysis include multiple correlation, descriptive analysis, linear correlation and
Multiple Regression. The findings of the study were there existing a Positive correlation exist among most of
the element of knowledge management in Nigeria Telecommunication at 0.01 and 0.05 significant level except
for search engines and intellectual. The study concluded that since knowledge management has proved to be
an important factor and the driving force behind Entrepreneurship performance in Nigeria Telecommunication
Industry, the adoption and continued usage should be encouraged.

2. Methodology

Descriptive survey research design was adopted for this study; this method was considered appropriate for this
study because it will help the researcher to discover relative incidence and distribution on the population.
Population of the study comprises of one hundred and twenty (120) employees of Dangote Flourmills, Ilorin
a sample size of Ninety-two (92) was determined using Yaro Yamane formulae. Data was gathered using
primary source of data, a well-structured five -points scale questionnaire was used as an instrument of data
collection. Descriptive statistics of simple percentages, mean would be used while inferential statistics of
Multiple Regression Analysis was used to test the formulated hypotheses using STATA 11 data analysis
package.

3. Results and Discussion of Findings
Test of Hypothesis I
H,:: Strategic leadership does not have any significant impact on financial performance.

Table 1. Multiple regression analysis showing the impact of strategic leadership on financial performance

Model R Square Adjusted R Square Root MSE
1 0.9231 0.9141 3199
Source Sum of square Df Mean square F Sig
Model 103.201552 4 25.8003879 252.12 0.0000*
Residual 8.59620122 84 102335729
Total 111.797753 88 1.27042901
Variable Coef. Std. Error T p>/it/ [95% Conf. Interval]
Leadership & KM creation .1075567 1652346 0.65 0.517 4361439 2210305
Strategic role of KM 5132157 .0747529 6.87 0.000 3645613 .66187
Mgt Framework/conditions 4480852 .1020522 4.39 0.000 2451433 6510272
Mgt support 1176585 1378637 0.85 0.396 1564986 3918155
(Constant) .021067 .202707 0.10 0.917 3820382 4241722

Source: Researcher’s Analysis (2019) using STATA version 11. (Statistically significant at 5%).

The regression analysis results obtained in the evaluation of the impact of strategic leadership on financial
performance indicates that the R? coefficient (0.9231) which is the coefficient of determination indicates that
the explanatory variables account for 92% of the variation of influence that strategic leadership has on financial
performance. The adjusted R? is 91% with 0.0000* at 5% of significant. This is an indication that the
independent variables in the model jointly and significantly explain the impact of strategic leadership on
financial performance. The null hypothesis is rejected and the alternate hypothesis is accepted which states
that indeed strategic leadership have significant effect on financial performance. This is consistently in line
with previous studies of Zaied, Hussein, and Hassan (2013), Buheji (2014), Choi (2014) and Olota (2015) who
concluded that knowledge management have significant influence on organisational performance.

Test of Hypothesis 11
H,2: Organizational culture does not have any significant impact on organizational performance.

Table 2. Multiple regression analysis showing the impact of organization culture on financial performance

Model R Square Adjusted R Square Root MSE
2 0.9623 0.9640 .38682
Source Sum of square | Df Mean square | F Sig
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Table 2 (cont.). Multiple regression analysis showing the impact of organization culture on financial performance

Model 101.495135 4 25.3737838 563.00 | 0.0000%

Residual 3.78576368 84 .045068615

Total 105.280899 88 1.19637385

Variable Coef. Std. Error T p>it/ [95% Conf. Interval]
Knowledge sharing .1640028 .0884412 0.54 0.591 4145788 2376964
Cooperative workforce .0706844 .08269 0.85 0.395 0937537 2351224
Teamwork 9564109 152752 6.26 0.000 6526469 1.260175
Effective communication .063832 .1000024 0.64 0.525 1350338 .2626977
(Constant) .0535334 134047 0.40 0.691 3201005 .2130337

Source: Researcher’s Analysis (2019) using STATA version 11. (Statistically significant at 5%).

The regression analysis results obtained in the evaluation of the impact of organization culture on financial
performance indicates that the R? coefficient (0.9623) which is the coefficient of determination indicates that
the explanatory variables account for 96% of the variation of influence that organization culture has on
financial performance. The adjusted R? is 96 with 0.0000* at 5% of significant. This is an indication that the
independent variables in the model jointly and significantly explain the impact of organization culture on
financial performance. The null hypothesis is rejected and the alternate hypothesis is accepted which states
that indeed organization culture have significant effect on financial performance. This is consistently in line
with previous studies of Zaied, Hussein, and Hassan (2013), Buheji (2014), Choi (2014) and Olota (2015) who
concluded that knowledge management have significant influence on organisation performance.

Test of Hypothesis I11

H,s: Information and communication technology does not have any significant impact on organizational
performance.

Table 3. Multiple regression analysis showing the impact of information and communication technology on

financial performance

Model R Square Adjusted R Square Root MSE
3 0.8927 0.8876 .36384
Source Sum of square Df Mean square F Sig
Model 92.4758862 4 23.1189716 174.65 0.0000*
Residual 11.1196194 84 132376421
Total 103.595506 88 1.17722165
Variable Coef. Std. Error T p>it/ [95% Conf. Interval]
Knowledge Mgt system .8249024 .1483866 5.56 0.000 5298194 1.119985
Internet & E-Mail 1365187 .1913802 0.71 0.478 2440618 .5170992
Technology adoption .1908075 177163 1.08 0.285 5431156 1615006
Data Warehousing .1128849 1421702 0.79 0.429 1698362 3956059
(Constant) .13844388 .2386095 .0.58 0.563 3360525 61295

Source: Researcher’s Analysis (2019) using STATA version 11. (Statistically significant at 5%).

The regression analysis results obtained in the evaluation of the impact of information and communication
technology on financial performance indicates that the R? coefficient (0.8927) which is the coefficient of
determination indicates that the explanatory variables account for 89% of the variation of influence that
information and communication technology has on financial performance. The adjusted R? is 89% with
0.0000* at 5% of significant. This is an indication that the independent variables in the model jointly and
significantly explain the impact of information and communication technology on financial performance. The
null hypothesis is rejected, and the alternate hypothesis is accepted which states that indeed information and
communication technology have significant effect on financial performance. This is consistently in line with
previous studies of Zaied, Hussein, and Hassan (2013), Buheji (2014), Choi (2014) and Olota (2015) who
concluded that knowledge management have significant influence on organization performance.

Test of Hypothesis IV

H,4: Human resources does not have any significant impact on organizational performance.
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Multiple regression analysis showing the impact of effective human resource on financial performance

Model R Square Adjusted R Square Root MSE
4 0.7592 0.7478 .38682
Source Sum of square Df Mean square F Sig
Model 39.6336273 4 9.90840683 66.22 0.0000*
Residual 12.5686199 84 149626427
Total 52.2022472 88 .593207354
Variable Coef. Std. Error T p>/it/ [95% Conf. Interval]
Meetings .1392758 .1484075 0.94 0.351 4343496 .1557981
Creativity and Innovation 5.00e .3051392 0.00 1.000 -.6066985 .6066985
Reward system 7576602 2763622 2.74 0.007 208178 1.307142
Incentives 1.768802 1691523 10.46 0.000 1.432482 2.105122
(Constant) 1.783534 .1705335 10.46 0.000 1.444409 2.122658

Source: Researcher’s Analysis (2019) using STATA version 11. (Statistically significant at 5%).

The regression analysis results obtained in the evaluation of the impact of effective human resource practices
on financial performance indicates that the R? coefficient (0.7592) which is the coefficient of determination
indicates that the explanatory variables account for 76% of the variation of influence that effective human
resource practices has on financial performance. The adjusted R? is 76% with 0.0000* at 5% of significant.
This is an indication that the independent variables in the model jointly and significantly explain the impact of
effective human resource on financial performance. The null hypothesis is rejected, and the alternate
hypothesis is accepted which states that indeed effective human resource practices have significant effect on
financial performance. This is consistently in line with previous studies of Zaied, Hussein, and Hassan (2013),
Buheji (2014), Choi (2014) and Olota (2015) who concluded that knowledge management have significant
influence on organization performance.

4. Conclusions

In today’s business environment knowledge management is considered as the main source of competitive
advantage for organizations. Knowledge is recognized as a key economic resource and thus organizations
should possess the right knowledge in the desired form and content under all circumstances in order to be
successful. It is clear that knowledge is an important asset in organizations in the knowledge economy.
Knowledge is associated with people, money, leverage, learning, flexibility, power and competitive advantage.
Organizations how to give employees the organizational knowledge they need — at the time needed — can
position themselves to compete more effectively and succeed much faster. Organizations that harness and
manage their intellectual capital can apply that asset to business challenges and opportunities. For knowledge
to be of value in organizations it must be focused, current, tested, shared and managed effectively. Knowledge
management is seen as a business process, integrating knowledge, people, processes, strategies, techniques
and technologies. The management of knowledge involves a systematic approach to nurturing, protecting and
exploiting that knowledge, which is important to the success of the organization. Knowledge management
helps an organization to gain insight and understanding from its own experience. Knowledge management
activities help focus the organization on acquiring, storing and utilizing knowledge for problem solving,
dynamic learning, strategic planning and decision-making. Based on the findings of this study, it can be
concluded that knowledge management enabler factors have significant effect on financial performance and
organization performance as a whole.

5. Recommendations

It is noticed that mangers have a key role in facilitating KM. Their role extends from identifying the needed
knowledge to being leaders and mentors. It is important for strategic management managers to demonstrate
their commitment to KM with resources, action, guidelines, and activities. It is also important for management
to support knowledge sharing, learning and other KM desired behaviors. It is also important to have a flexible,
well structured, up-to-date knowledge map to pint staff in the direction of the knowledge they seek. It is critical
that strategic managers be responsible for motivating, mentoring, and coaching their employees

It is also critical to have an organizational culture that facilitates KM given that organizational culture plays a
critical role in facilitating knowledge management. Organization must continually foster a culture that
constantly ensures the enshrinement of knowledge management policies. The culture must be one that sees
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KM as a vital element of business strategy and to recognize knowledge as the basis of a company's competitive
position.

The importance of ICT cannot be overemphasized in the 21% century. It is a fundamental and germane enabler
of KM in organizations. Organizations must continually deploy various technologies to enhance
communication and facilitate the management of knowledge based on their needs and requirements. It is
important that information is available to the right people at the right time. It is important to have organizations'
policies, standards, and manuals stored in databases and made available to employees. It is also important to
document, and store procedures and lessons learned from experience in databases. In addition, it is important
to utilize IT such as massaging systems and conference tools, to allow effective communication across
boundaries and time zones.

It is also critical to have an organizational culture that facilitates KM given that organizational culture plays a
critical role in facilitating knowledge management. Organization must continually foster a culture that
constantly ensures the enshrinement of knowledge management policies. The culture must be one that sees
KM as a vital element of business strategy and to recognize knowledge as the basis of a company's competitive
position.
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