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Abstract

Knowledge Management is a difficult concept: it contains multiple representations and
concepts. It is believed to have impact on organizational performance and organizational effec-
tiveness. This research attempts to explore the influence of organizational, cultural, and struc-
tural characteristics on the extent of knowledge management practices and organizational
effectiveness. A study of selected multinational companies in Malaysia was conducted using
98 questionnaires. Six main hypotheses have been generated and Statistical Package for
Social Science (SPSS) software was used for analyze the relationships of organizational
context, KM practices, and organizational effectiveness. The result indicates that out of 5
elements in the organizational context, support and collaboration, leadership commitment
and formalization have relationships with knowledge management practices. However,
Knowledge management practices partially mediate the relationship between organizational
context and organizational effectiveness.

INTRODUCTION zation. There is a growing need for individuals

who have the appropriate training and experience

The management of the intellectual capital of
the organization has become increasingly impor-
tant in the knowledge-based society today. Both
commercial and public organizations recognize the
significance of being an effective learning organi-

in the Knowledge Management function. Knowl-
edge Management (KM) related to the *“Strate-
gies and processes of identifying, capturing and
leveraging knowledge help the firm to compete in
this turbulent business environment.” (American
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Productivity and Quality Centre, 1997) Effective
management of organizational knowledge is be-
lieved to be linked with competitive advantage
and is considered critical to the success of an or-
ganization (Nonaka, 1994; Spender and Grant,
1996). Managers have begun to focus their or-
ganizations on becoming learning organizations,
implementing KM tools and measuring intellec-
tual capital (Rollo, 2002). For many years, own-
ers of family businesses have passed their com-
mercial knowledge to their children, craftsmen
have taught their trade to apprentices; workers
have shared and exchange their ideas and know-
how on the job. It was not until the 1990s that
Chief Executives started talking about KM. It is
believed that KM has evolved out of an amal-
gamation of concepts borrowed from Artificial
Intelligence (Al), Business Process Reengineering
(BRP), Human Resource Management (HRM)
and Organizational Behavior (OB) fields
(Liebowitz and Beckman, 1998). The concept
of knowledge are traditionally in the area if epis-
temology (the Philosophical study of the nature
of knowledge and how it is created) where Polanyi
isamajor contributor to it (Sveiby, 1997). How-
ever, more recently, computer science, cognitive
psychology, information technology, social re-
search and brain research have also contributed
tothis field.

LITERATURE REVIEW

Knowledge management covers a broad
range of issues leading to misinterpretation by most
organizations. There are many opinions of KM:
some refer to itas an emerging discipline (Harris,
Bair and Stear, 1998) whereas others argue that
it evolves from expert systems and artificial intel-
ligence (O’Dell etal., 1998; Huynh, 1999). Some
management theory researchers feel that knowl-
edge is based on individual and organizational
competencies such as skills, know-how and
know-what (Nonaka and Tekeuchi 1995; Dav-

enport and Prusak, 1998).

O’Dell and Grayson (1998) defines Knowl-
edge management as a conscious strategy of get-
ting the right knowledge to the right people at the
right time and helping people share and put infor-
mation into action in ways that will strive to im-
prove organizational performance. Whereas
Beckman (1997) refers to KM as formalization
of and access to, experience, knowledge and
expertise that create new capabilities, enable su-
perior performance, encourage innovation and
enhance customer value. According to Newman
(1991) intellectual assets are the valuable knowl-
edge available to be used to exploitation - must
be nurtured, preserved and used to the largest
extent possible by both individuals and organiza-
tions. According to Armbrecht et al. (2001), a
company’s culture and structure will be the criti-
cal factors enabling knowledge flow whereas
Quintas et al., (1997) suggest that human re-
sources, processes and IT are critical to KM.
Holsapple and Joshi (2000), on the other hand,
highlighted a range of factors that can influence
the success of KM initiatives, which include: cul-
ture (Leonard, 1995; Szulanski, 1996), technol-
ogy (Anderson, 1996), leadership (Ander-
son,1996), organizational adjustments (Szulanski,
1996) and employee motivation ((Szulanski,
1996). Skyrme (1998) has also identified several
critical factors to KM, which include knowledge
leadership, knowledge creating and sharing cul-
ture, continuous learning, well developed ICT in-
frastructure and systematic organizational knowl-
edge processes.

The existence of a supportive culture in an
organization is vital in developing the association
between the knowledge capabilities and the busi-
ness strategy (Pentland, 1995). Putting KM into
action, cultural renovation is required as the
organization’s ability to publicize KM concept and
its advantages to the members are critical for ef-
fective KM. On the other hand, the nature of the
knowledge systems underlying economic activi-
ties is currently forcing many organizations to al-
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ter both their own knowledge systems and the
administrative structures to manage them (Jonas,
2000). The conceptualization of the firm as a
knowledge integrating institution implies the im-
portance of the internal structure of the firm, es-
pecially interms of the hierarchy and the location
of decision making (Grant, 1996). That is why
Galagan (1997) posits that KM is a transforma-
tion of the employees’ knowledge into a manage-
able asset, which includes reshaping the organi-
zational structure and culture.

RESEARCH MODEL

The literature review has indicated some fac-
tors that drive KM initiatives in the organization.
There is a lack of systematic study in Malaysian
context, especially multinational manufacturing
companies. KM is still in its early stages and the
contribution of knowledge management practices
is still a debatable issue. The aim of this research
is to examine the relationship between organiza-
tional context, knowledge management practices
and organizational effectiveness. As stated in the
literature review, studies have emphasized on the
role of organizational culture, and structure in KM
practices/ processes (i.e. acquisition, and shar-
ing) and organizational effectiveness. Cultural
properties are shared and maintained by the mem-
bers of an organization whereas structural prop-

Independent Variables

erties are objective aspects of an organization that
cannot be deduced.

The research model is as shown in Figure 1
below.

Hypotheses Development

Organizational context is investigated as the
independent variable, which is looked in terms of
cultural and structural dimensions. For organiza-
tional culture, three dimensions were formulated
to measure cultural characteristics. These are sup-
portand collaboration, learning and development
as well as leadership commitment.

1. Support and Collaboration

Support and collaboration refers to the ex-
tent to which people in an organization actively
support and assist each other in work related
matters. This includes moral support from supe-
riors, peers, subordinates and work groups in
performing operational tasks. Support and col-
laboration is also a measurement of teamwork.
Through support and collaboration, ideas are
shared and channeled cross-functionally as well
as inter-organizationally. Hence, we hypothesize
that:

H1 - Support and collaboration has positive
relationship with knowledge management prac-
tices.

Culture
. Support and Collaboration

. Learning and Development
Leadership Commitment

Mediator

Structure

. Formalization
. Centralization

Extent of KM Practices

-Knowledge Acquisition
-Knowledge Sharing

Dependent Variable

Organizational
Effectiveness

Figure 1: Research Model
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2. Learning and Development

Learning and development is associated with
the degree to which formal and informal training,
learning and development activities are encour-
aged in the organization. It is important to de-
velop employees for further growth and advance-
ment in career in order to maintain the pool of
knowledge within the organization. This will
shorten the learning curve of new employees. With
the development of organizational workforce,
knowledge that is learned and applied will make
knowledge management practices prevail. We,
therefore, hypothesize that:

H2 - Learning and development has positive
relationship with knowledge management prac-
tices.

3. Leadership Commitment

Managers’ commitment, attention, and con-
sistency of purpose are essential in developing
the desired behaviours and value systems using
motivation and reward. Managers need to pro-
vide the necessary resources and create a work
setting and a supportive climate to allow subordi-
nates to experiment, explore and try out new work
processes and practices. In order for new knowl-
edge generation to take place, managers must have
high-risk tolerance and be prepared to accept
failures since every innovative change carries with
it the possibility of failure. Management can sig-
nal the importance of KM practices by reward-
ing those who inculcate these in either monetary
or non-monetary formas well as reformulate poli-
cies that obstruct KM. Thus, we hypothesize that:

H3 - Leadership commitment has positive re-
lationship with knowledge management practices.

In organizational context two dimensions have
been formulated to measure structural character-
istics, such as formalization and centralization.

4. Formalization
Organization that is less formal in its structure
will tend to provide better communication with

employees and business partners. This creates
greater flexibility and creativity, which is condu-
cive for KM. Conversely; the employees operat-
ing within formal structures tend to be cautions
and conservative. The existence of clear-cut goals
in bureaucratic organizational settings might
dampen the discussion of new ideas that is es-
sential for effective KM. Hence, we hypothesize
that:

H4 - Formalization has negative relationship
with knowledge management practices.

5. Centralization

Centralization is defined as the extent to which
decision-making is concentrated at the highest level
in the organization (Robbins, 1996). Centraliza-
tion is often related to bureaucracy. Ekvall,
Arvonenm and Nystrom (1987) conclude that
bureaucratic organization structures restrain in-
ternal knowledge dissemination due to the hier-
archical, complicated and time-consuming com-
munication channels. Decentralization related to
the delegation of authority throughout the organi-
zation where it involves all levels of employee's
participation in the decision-making processes.
According to McGinnis and Ackelsberg (1983),
decentralization provides channel for open and
frequent communication as well as a tendency to
focus on results rather than turf. This will help to
enhance KM practices. We, therefore, hypoth-
esize that:

H5 - Centralization has negative relationship
with knowledge management practices.

Mediator - Knowledge Management Prac-
tices

Organizations can realize the full value of their
knowledge assets only when they can effectively
manage KM processes or practices. Hence, in
our research we measure KM practices by mea-
suring the extent of knowledge acquisition and
knowledge sharing.
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Acquisition process is also termed as cre-
ation, capturing, innovation, seeking, generation
and collaboration. It is mainly about the creation
of new knowledge through developing new ideas,
the recognition of new patterns, the synthesis of
separate disciplines as well as the development
of new products and processes. Knowledge ac-
quisition is an emergent process in which motiva-
tion; inspiration, experimentation and pure chance
play important roles (Lynn, Morone and Paulson,
1996). Organizations need to acquire knowledge
about suppliers, customers, new products and
services, and also about their competitors within
industry to generate new knowledge, new ideas
and new strategies for process improvement,
product improvement, customer improvement and
also able to benchmark the performance in order
to fight and compete the business world. Hence,
there is a relationship within organizational con-
text and knowledge acquisition.

On the other hand, the knowledge sharing
process enables the flow of knowledge among
and between individuals, groups and organiza-
tions. The heart of knowledge is a community of
shared ideas (Lang, 2001). Knowledge is always
increased and expands with sharing. Therefore,
organizations need to have a good process on
knowledge sharing in order to make knowledge
effective. Knowledge needs to be exchanged,
distributed and made accessible to relevant stake-
holders. There is also a need to make individuals
feel the need to share with those who need them
in order to increase the performance of the orga-
nization. Hence, there is a relationship within or-
ganizational context and knowledge sharing. KM
is a process that helps organizations to find, se-
lect, organize, disseminate, and transfer impor-
tant information and expertise necessary for ac-
tivities such as problem solving, decision-making
and strategic planning to ensure organization ef-
fectiveness. Therefore, it will also act as a me-
diator between organizational context and orga-
nizational effectiveness. Based on the above dis-
cussion, we hypothesize that:

46

H6 -The relationship between organizational
context and organizational effectiveness is medi-
ated by Knowledge Management Practices.

RESEARCH METHODOLOGY

This paper seeks to examine the relationship be-
tween cultural characteristics and structural charac-
teristics (as independent variables) with the extent
of KM practices (as mediator) and organization ef-
fectiveness (as dependent variable). Questionnaires
were used to collect from the respondents. The
questionnaires were distributed through postand e-
mails to targeted organizations as well as distributed
personally to encourage cooperation from the re-
spondents. The respondents were given four weeks
to complete the questionnaires. One hundred and
fifty questionnaires were distributed to 20 multina-
tional manufacturing companies in Malaysia. Atotal
of 98 were returned. Hence, the response rate was
66%.

RESULTS

Of the 98 respondents 4.1% were top level
manager, 24.5% were middle level and manag-
ers, 31.6% were lower level managers and 39.8%
were belonged to other job positions. 9.2% of
the respondents in the job position were less than
ayear, 28.6% of the respondents in the position
were between 1 to 2 years, 31.6% respondent in
the position were between 3 to 5 years, 18.4%
of respondent in the position were between 6 to
10 years and 12.2% of the respondent in the po-
sition represented the ages between 11 to 20.
66.3% of the respondents’ companies had more
than one thousand employees, 4.1% between 501
to 1,000 employees, 8.2% between 151 to 500
employees while another 13.3% between 50 to
150 employees. The remaining 8.2% respondents
had less than 50 employees. The respondents also
responded on the group in their organization in-
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charge of knowledge management practices.
44.9% of the organizational knowledge manage-
ment practices were carried out by Human Re-
sources. Only 2.0% responded that knowledge
management practices were carried out by Infor-
mation Technology. 29.6% responded that KM
was conducted by Knowledge Management Unit/
Training Department and the remaining 23.5% re-
sponded that other groups in their organization
carries out KM practices.

Table 1 shows the reliability assessments for
the independent, mediating and dependent vari-
ables. Toassess the internal consistency and sta-
bility of data, the reliability analysis shows the
degree to which the items in each set correlate
with one another. Cronbach’s Alpha was used to
establish this inter-item consistency. Since the

Table 1: Summary of Reliability Analysis

Cronbach Alpha coefficients are all above 0.5
(Nunnally 1978), it can be concluded that the
measures are reliable for further analysis.

Regression analysis was carried out to test
the relationship between the dimensions of orga-
nizational culture and structure to each dimension
in knowledge management practices (i.e., knowl-
edge acquisition, and knowledge sharing). In this
research, a significance level of 0.05 or 5% sig-
nificance level is used as a basis for accepting or
rejecting the hypotheses.

The first regression model involved organiza-
tional culture and organizational structure as in-
dependent variable and knowledge management
practices (i.e., knowledge acquisition) as the de-
pendent variable. This can be seen in Table 2.
From the regression table, the coefficient of R? is

Variables Number of items Cronbach Alpha
Supportand Collaboration 5 .8645
Learning and Development 5 .8875
Leadership Commitment 6 .8240
Formalization 4 5434
Centralization 5 9321
Knowledge Acquisition 7 9270
Knowledge Sharing 6 .8590
Organizational Effectiveness 11 9466

Table 2: Summary of Regression Output
Variables Beta Sig.
Support and Collaboration 354 .003
-.108 433
Learning and Development 458 .004
103 205
Leadership Commitment .060 473
Formalization
Centralization
R? 515
F-value 19.55
Durbin-Watson 2.22
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0.515 indicating that the independent variables
account for 51.5% of the variance in knowledge
acquisition. Durbin Watson of 2.226 indicates that
there is no auto-correlation problem. Tolerance
and VIF values falls within the acceptable range
for all independent variables indicating that there
is no multicollinearity problem present in this
model.

The findings of the coefficient matrix show
that learning and development (0.433), formal-
ization (0.205) and centralization (0.473) are not
related to knowledge acquisition. On the other
hand, support and collaboration (0.003) and lead-
ership commitment (0.004) have significant im-
pact on knowledge acquisition.

The second regression model involved orga-
nizational culture and organizational structure as
independent variables and knowledge manage-
ment practices (i.e., knowledge sharing) as de-
pendent variable. Table 3 summarizes the results
of the regression analysis.

From the summary of regression table, the
coefficient R? of 0.593 indicating that the inde-
pendent variables account for 59.3% of the vari-
ance in knowledge sharing. Durbin Watson of
1.827 indicates there is no auto-correlation prob-
lem. Tolerance and VIF values within the accept-

Table 3: Summary of Regression Output

able range for all independent variables indicate
there are no multicollinearity problems. The find-
ing of the coefficient matrix shows that support
and collaboration (0.000), leadership commitment
(0.022) and formalization (0.020) have impact
on knowledge sharing, where as learning and de-
velopment (0.938) and centralization (0.178) are
not related to knowledge sharing.

In order to test the mediating effect of knowl-
edge management practices, three steps were used
to test this mediating effect as proposed by Baron
and Kenny (1986). However, from regression
results summarized in table 2 and 3, showed that
supportand collaboration, leadership commitment
and formalization is related knowledge acquisi-
tion and knowledge sharing. But the regression
analysis results confirm that support and collabo-
ration is not related to organizational effective-
ness. Therefore, the mediating effect of knowl-
edge acquisition and knowledge sharing are tested
between independent variables of leadership com-
mitment and formalization and dependent vari-
able organizational effectiveness. Table 4 sum-
marizes the results of the mediating effect of
knowledge acquisition on the relationship between
leadership commitment and organizational effec-
tiveness.

Variables Beta Sig.
Supportand Collaboration .389 .000
.010 938
Learning and Development .328 022
175 .020
Leadership Commitment 104 178
Formalization
Centralization
R? 593
F-value 26.75
Durbin-Watson 1.87
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Dependent Independent Std Beta Step 1| Std Beta Step 2
Organizational Effectiveness Leadership 128** A57**
Commitment
Mediator .398**
Knowledge
Acquisition
R? 530 .615
R2change 530** .085**
F change 108.10** 21.044**

Note: **p<.01

(Step 1 refers to regression with the independent variables of one dimension of organizational
context; whilst Step 2 refers to regression with the mediating variable)

The R? change and F-change from step 1 to
step 2 is statistically significant, indicating that
knowledge acquisition influences the impact of
leadership commitment on organizational effec-
tiveness. The results also support that leadership
commitment influences knowledge acquisition in
step 1. In step 2 upon introduction of mediating
variable, leadership commitment was found sig-
nificant (.457**). Furthermore, knowledge ac-

quisition was positively related with organizational
effectiveness (.398**). This confirms that know!-
edge acquisition mediates the relationship between
leadership commitment and organizational effec-
tiveness. Table 5 showed that the result of the
mediating effect of knowledge sharing on the re-
lationship between leadership commitment & for-
malization and organizational effectiveness.

Table 5: Mediating Effect of Knowledge Sharing

Dependent Independent Std Beta Step 1| Std Beta Step 2
Organizational Effectiveness Leadership .665** 375**
Commitment A73** 112**
Formalization
Mediator A37F*
Knowledge
Sharing
R? 556 .646
R?change 556** .090**
F change 59.42** 23.96**

Note: **p<.01

(Step 1 refers to regression with the independent variables of one dimension of organizational
context; whilst Step 2 refers to regression with the mediating variable)
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The R? change and F-change from step 1 to
step 2 is statistically significant, indicating that
knowledge sharing influences the impact of lead-
ership commitment and formalization on organi-
zational effectiveness. The results also support that
leadership commitment influences knowledge
sharing in step 1. In step 2 upon introduction of
mediating variable, leadership commitment was
found significant (.375**) and formalization also
influences knowledge sharing in step 1. In step 2
upon introduction of mediating variable, formal-
ization was also found to be significant (.112**).
Furthermore, knowledge sharing was positively
related with organizational effectiveness (.437**).
This confirms that knowledge sharing mediates
the relationship between organizational context
and organizational effectiveness. Therefore, the
hypothesis H6 as a mediating effect of knowl-
edge management practices between organiza-
tional context and organizational effectiveness was
accepted.

DISCUSSION OF THE FINDINGS

The first hypothesis was tested on the rela-
tionship between organizational context and
knowledge acquisition. It was believed that or-
ganizational context would have relationship with
knowledge acquisition. The result showed that
support and collaboration, and leadership com-
mitment has relationship with knowledge acquisi-
tion. This finding was supported by previous re-
searchers such as Kimberly (1976), Amabile,
Conti, Coon, Lazenby and Herron (1996), Parker
and Price (1994) with regards to the impotencies
of support and collaboration, and leadership com-
mitment to ensure the success of KM acquisition.
Thus it shows that support and collaboration, and
leadership commitment that develop and encour-
age employee on knowledge acquisition are im-
portant in the context of multinational manufac-
turing companies in Malaysia.

The second hypothesis tested on the relation-
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ship of organizational context and knowledge
sharing. Organizational culture and structure are
found to have relationship with knowledge shar-
ing under support and collaboration, leadership
commitmentand formalization. This finding isalso
supported by previous researchers as mentioned
by Kimberly, (1976) and Amabile, Conti, Coon,
Lazenby & Herron, (1996) that support and col-
laboration open interaction among employees.
Bennis (1992) defines leadership as capacity to
create social architecture and ability to influence
others. Formalization refers as job task and re-
sponsibilities (Sciulli, 1998 and Robbins, 1996).
It could facilitate the adoption and implementa-
tion of idea (Pierce and Delbecq, 1977). It indi-
cates that organizations should focus on support
and collaboration, leadership commitment and
formalization enable knowledge sharing across
organizations.

In summary, the findings showed that cultural
dimension plays an important role in KM prac-
tices. This is consistent with Davenport el al.
(1998) who posits that shaping culture is central
in an organization's ability to manage its knowl-
edge more effectively. Larson (1999) also insists
that company's cultural environment must be con-
sidered before KM implementation. Of these cul-
tural dimensions, both support and collaboration,
leadership commitments led to higher levels of KM
practices in general. The study also finds that
structural dimension only affects KM practices
on formalization. Menon and Varadarajan (1992)
believe that formalization encourages KM prac-
tices while some perceive the other way round
(Hage and Aiken, 1970, Kanter, 1983, Lovelace,
1986). Meanwhile, contingency scholars argue
that there is no one most effective organizational
structure that suits all situations (Jonas, 2000).

The final hypothesis was tested the mediating
effect of knowledge management practices on the
relationship between organizational context and
organizational effectiveness. Results confirm that
knowledge management practices are important
for organizational effectiveness. Organizational
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effectiveness will be achieved through knowledge
management practices but organizational context
will influence knowledge management practices.
This finding is supported by the view of Gold et.
al., (2001) and Islam (2007) that organizational
design is important for knowledge management
practices that leads to organizational effectiveness.

CONCLUSION

This research has explored the importance of
the cultural and structural dimensions towards KM
practices and organizational effectiveness. The
researcher has also explored the dimensions of
KM practices as a mediating effect between or-
ganizational context and organizational effective-
ness. This study facilitated the identification of the
KM initiatives with respect to KM practices.
Many respondents claimed that support and col-
laboration, leadership commitment and formal-
ization are critical to success of KM practices.
Nevertheless, successful KM implementation also
depended on the implementation process that is
used as it is always not easy especially on new
system implementation. In this current complex
and global business environment, knowledge has
become one of the most critical assets to organi-
zations. Recent growth of the modern society
proves that we have shifted from physical capital
into the most intangible, elusive, mobile, and im-
portant assets of all, which is intellectual prop-
erty. Knowledge is part of intellectual property
since it supports organizations in their growth, in-
novations, and values. Hence, intoday’s world, it
is definitely important for organizations to man-
age their knowledge well. Current organizations
require more skillful and knowledgeable man-
power; this requires KM at the grassroots to
manage organizational knowledge resources.
There is no formulathat can fit all sizes or all type
of organizations as it all depends on organizational
strategy, business environment and other internal
and external factors as well. This study has given

some worthy thoughts of how organizations should
organize to manage the competitive knowledge
to ensure organizational effectiveness. The find-
ing shows that both culture and structural dimen-
sions are important to the success of KM prac-
tices and organizational effectiveness. With good
knowledge management driver in place, organi-
zations are ensured of good knowledge which can
capture and share information across the whole
organization as a “best known method”. Good
knowledge management practice also enables
companies to protect knowledge in order not to
leak out their fruitful information outside the or-
ganization.
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