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Abstract

Modern organizations are exposed to challenges arising due fo a complex and an unpredictable
competitive environment. Over the years, knowledge sharing has become a major strategic
necessity that organizations require fo succeed in the global business atmosphere. Knowledge as
one of the most vital assets of all corporate organizations must be eftectively shared in order fo
achieve sustainable competitive advantage. The study sought fo examine the role of knowledge
sharing in enhancing innovation performance amongst Commercial banks in Kenya. The study
adopted descriptive survey research design. This study targeted 15 commercial banks in
Kakamega County. Structured questionnaires were used to collect data targeting fourty five
managers who were purposively sampled. A census study was done. Data was analyzed using
descriptive and inferential statistics. For descriptive statistics mean and standard deviation were
used. For inferential statistics the study utilized Pearson’s product moment correlation and
simple regression analysis. Data was presented in form of tables. Study tindings revealed that
knowledge sharing had a positive and significant influence on innovation performance. The
study recommends that bank managers should pay keen interest fo knowledge sharing strategies
in order fo enhance innovation pertormance. The paper contributes to scholarly debate on the
role knowledge sharing plays in enhancing innovation performance. The results may assist
managers to facilitate knowledge sharing in commercial banks in order to boost innovation
performance.
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1.BACKGROUND

According to Jelenic (2011) the globalized business environment has experienced changes in
business conditions, liberalization of markets, high costs of production, flexible organizational
structures, improved ICT and increase in partnership development. This shows that there is stiff
competition and companies have been left with just a few aspects that they may effectively
compete on. Tanaji (2012) posited that in a world having demanding business, a firm’s
competitive edge depends on its ability to manage as well as deploy its assets. The assets can

either be tangible or intangible. Knowledge is an example of intangible asset of a firm. A firm’s



knowledge is a vital asset that guarantees its survival in a business environment that is fiercely
competitive. Due to the rise of knowledge-based economy businesses have found it necessary to
initiate ways of effectively acquiring and managing varying organizational knowledge. Choi,
Kim, Kim and Kim (2006) posited that the production and dissemination of knowledge in
organization can add value. According to Pinho, Rego and Cunha (2012) knowledge
management practices is the process of acquisition, creation, utilization, and also sharing of
knowledge. Dahiya, Gupta and Jain, (2012) defined knowledge management as being a
management strategy that is systematic and integrated which can improve a firm’s efficiency
and effectiveness through developing, transferring, transmitting, storing, and implementing.
Feleaga, Feleaga, Dragomir and Rabu (2013) regarded Knowledge management as a businesses’
organizational as well as technological infrastructure that enhances knowledge sharing and
reuse and the business’ ability to identify, manage, and also share all organizational information.
According to Gray (2011) the process of Knowledge management protects assets of intellectual
nature from decay, seeks opportunities for enhancing decisions, services as well as products
through addition of intelligence, increasing value and also provision of flexibility.

Knowledge sharing has been recognized as a central theme in knowledge management practice
and it has also been extensively researched on as it has presented a pressing as well as a
challenging research issue for understanding and advancing knowledge management (Heisig,
2009; Chen & Mohamed, 2010). Hsiu-Fen (2010) explained that knowledge sharing involved
to capture, organize, reuse and transfer experience-based knowledge which resides within the
firm by availing it to others in the business. Knowledge sharing is the process of exchanging
personal as well as organizational knowledge. Frappaolo (2006) defined knowledge sharing as
a process of conveying knowledge from an individual to another, from individuals to groups or
from one firm to another firm. Nonaka (1994) postulated that through knowledge sharing firms
are able to integrate any knowledge that is emerging into its strategic development. Knowledge
sharing can enable firms to create new knowledge and also develop new products at a lower
cost and even at a faster rate than competitors. Hawamdeh (2005) alluded that knowledge
sharing resulted to new knowledge creation and innovation that would enhance organizational
performance. Geiger and Schrevogg (2012) pointed out that sharing of knowledge was critical
in using and leveraging of knowledge resources which were considered as being vital resources
by most organizations. Bhatt (2001) Cyr and Choo (2010) identified factors that affected
knowledge sharing in organizations such as organizational culture, Individuals attitudes and
values towards knowledge sharing and the technology utilized to share knowledge. Knowledge

sharing leads to firm success through faster deployment of knowledge to specific parts of the



firm that can benefit from it in a great way (Syed-Ikhsan & Rowland, 2004). Andrews and
Delahaye (2000) ascertained that knowledge sharing could result to individual and
organizational learning. Bartol and Srivastava (2002) noted that it leads to creation of
knowledge, organizational learning and even to improved performance. According to Foss
(2009) and Foss and Husted and Michailova (2010), knowledge sharing fosters a person’s
problem-solving ability, resulting to superior knowledge-based capabilities as well as better
performance outcomes within an organization. Knowledge sharing establishes a link between
an individual and the firm as knowledge is transferred from the individual to the firm level
which can create economic value and be a source of competitive advantage (Hendriks, 1999).
Davenport and Prusak (1998) reiterated that it was necessary to develop strategies for
spontaneous knowledge exchanges with special emphasis on informal relations.

Vision 2030 for financial services is to create a vibrant and even a globally competitive financial
sector in Kenya resulting to job creation and also promoting savings in order to finance the
overall financial needs (GOK, 2013). Banks play a crucial role in the economic development of
nations and according to Kariuki (2015) they have been envisioned to deliver an economic
growth rate of 10 percent per annum. Commercial banks provide payment services as well as
financial products which enables households and organizations to take part in the wider

cconomy.

1.1 Problem Statement

In Africa, the banking sector’s stability has been threatened due to the likelihood of a sharp
increase in non-~performing loans (Tyson, 2020). The COVID-19 shock has posed downside risks
to the credit profiles of banks in Kenya. Moreover, competition is so intense in the banking
sector and it has been noted that banks come up with products that are imitable leading to the
products being copied by competitors and being modified (Omondi, Rotich, Katuse & Senaji,
2017). Competition may be due to increased level of innovations amongst players and the threat
of new entrants into the arena. Banks must identify strategies to assist them to stay on top of
competition. This study assumes that through knowledge sharing as a strategy banks can
enhance their innovation performance.

Studies on knowledge sharing have been done in diverse industries such as manufacturing firms
(Kombo, kK’obonyo & Ogutu, 2015, Naisiae & Gitari 2018), Software Outsourcing Vendors (Yang,
2011) and legal firms (Nguthari & Kwasira, 2015). Further an array of studies done have also
established that knowledge sharing is significant with regards to different organizational

performance aspects such as individual and organizational learning (Andrews & Delahaye,



2000, Bartol & Srivastava, 2002); Knowledge creation (Bartol & Srivastava, 2002);
Organizational innovation (Kombo, k’obonyo & Ogutu, 2015) and Product innovation (Yang,
2011). Still, there is a dearth of research into knowledge sharing, especially with respect to its
role in enhancing innovation performance. Thus there is a need to understand the role of
knowledge sharing in commercial banks in order to amplify its benefit in terms of innovation
performance.

1.2 Study Objective

The study sought to examine the role of knowledge sharing in enhancing innovation
performance amongst Commercial banks in Kenya

1.3 Hypothesis

HoiKnowledge sharing has no significant influence in enhancing innovation performance

amongst Commercial banks in Kenya

2. LITERATURE REVIEW

2.1Theoretical review

This study was embedded on Nonaka and Takeuchi’s (1995) theory of organizational knowledge
creation. Earl (2011) pointed out that, when there was an interaction between tacit and explicit
knowledge, they would result into four knowledge conversion steps which included
socialisation, externalisation, combination and internalisation. Chong (2010) viewed
socialisation, externalisation, combination and internalisation as the basis for knowledge
creation and even transfer process. Thus on-going collaboration results to knowledge sharing
and creation which may be captured and also retained in a firm. The theory views the
interaction of tacit knowledge and explicit knowledge as being essential in knowledge
management. The theory explains the creation, sharing and conversion and management of
organisational knowledge. Socialization refers to sharing of tacit knowledge and also
experiences possessed by persons with other group members. According to Nonaka and Konno
(1998) this can be achieved by capturing knowledge by interacting with external agents and
internal organizational members, by physical proximity or even virtual interaction, The
socialization of the tacit knowledge is disseminated through externalization (Nonaka, 1994;
Nonaka & Takeuchi 1995; Nonaka & Konno, 1998). According to Nonaka (1994), combination

involves conversion of the explicit knowledge into the firm’s tacit knowledge that rests in an



intangible form. It is transformed and shared into tacit form. Knowledge sharing is a critical
knowledge process for a firm’s knowledge creation (Nonaka & Takeuchi, 1995). Knowledge
needs to be moved from individuals to the entire organization so that it may be utilized to fulfil

organizational goals.

2.2 Review of Variables

2.2.1 Knowledge Sharing

Knowledge sharing is the exchange of knowledge among organizational employees. According
to Lin (2007) knowledge sharing involves exchanging of employees knowledge, experiences and
also skills throughout the firm so as to devise new routines as well as mental models. Sharing
knowledge can leverage expertise across a firm thus accelerating organizational performance.
Knowledge can be shared through departmental meetings, knowledge exchange seminars,
informal and even formal workshops, summary reports, mentoring, brainstorming, notice
boards, face to face interactions and emails (Wamundila, 2008). According to Dalkir (2011)
knowledge sharing can be facilitated by communication and even collaboration technologies
that are produced within the firm. Information can be distributed through tools for instance
internet, phones, emails, video conferencing, chat rooms, messages, discussion forums, twits,

wikis, webinars, social networks and various other work flow management tools.

2.2.2 Innovation Performance

Daft (2016) posited that Performance was a firm’s ability to achieve its goals by utilizing its
resources effectively and efficiently. It is a firm’s results in comparison to outputs expected.
Innovation entails introducing new products, new methods of production, new market entry,
new sources of supply and new ways of competition. (Schumpeter, 1934). Griffith, Huergo,
Mairesse and Peter (2006) asserted that innovation was an imperative cornerstone in
performance with regards to improvement of productivity, performance and also growth.
Innovation performance can be attained by firms through the devising certain cultural as well
as behavioural practices (Anne, 2012). As such the culture of knowledge sharing can be
considered by banks. This study focused on product and market innovation as aspects of

innovation performance.

2.3 Empirical Review
Yang (2011) established examined the Knowledge Management effect on Product Innovation
of Software Outsourcing Vendors in china and found that internal knowledge sharing and also

external knowledge assimilation significantly and positively affected product innovation.



However the study just focused on product innovation and was done in china. Lin (2007) found
that an employees’ willingness to donate and also collect knowledge enabled the firm to enhance
its innovation capability. Hsiu-Fen (2010) contended that knowledge sharing facilitated
generation of new ideas and development of new business opportunities by socialization and
workers learning process. Ipe (2013) confirmed that knowledge sharing accelerated learning
and innovation. Further, O'Neill, Beauvais and Scholl (2012) suggested that knowledge sharing
positively affected organizational outcomes of company’s innovation, product improvement as

well as employee improvement.

Using cross sectional research design Kombo, k’obonyo and Ogutu (2015) conducted a study to
examine whether knowledge strategy affected organizational innovation. The study targeted 655
manufacturing Kenyan firms. Structured questionnaires were administered on managers. The
results showed that knowledge strategy positively and significantly affected the firm’s innovation
activities. However, the study focused on knowledge exploration and knowledge exploitation

unlike the current study which focused on knowledge sharing.

Nguthari and Kwasira (2015) carried out a study on the influence of knowledge management
practices on legal firms performance. The study utilized descriptive research design and
established that knowledge management practices such as knowledge sharing, knowledge
implementation amongst others influenced performance. Focusing on Kenyan Commercial
banks, Gakuo and Rotich (2017) researched on the effect strategic knowledge management
had on performance. The study used descriptive research design and data was collected from a
sample of 116 management staff. Results indicated that knowledge acquisition knowledge
conversion knowledge protection and knowledge applications influenced performance. The
study focused on performance generally unlike the current study which focused on innovation
performance. Using descriptive research design Naisiae and Gitari (2018) conducted a study in
Nakuru County’s manufacturing firms and confirmed that between strategic knowledge
management practices. Specifically, the study found that knowledge transfer, application and
management policy had a statistically significant positive influence on organizational
innovation. Knowledge transfer was significantly and positively correlated to organizational
innovation. Knowledge transfer significantly influenced organizational innovation. However,
the study was done in a different setting which is the manufacturing firms unlike the current
study which was done in Commercial banks.

3. METHODOLOGY



The study adopted descriptive survey research design. According to Kothari (2004) descriptive
survey as a research design is flexible as it provides an opportunity for taking into account
diverse aspects of the problem being studied. This study targeted 15 commercial banks in
Kakamega County. Structured questionnaires were used to collect data from fourty five
managers who were purposively sampled. The respondents included branch managers,
operations managers and customer relations managers. A census study was done as the study
population was small. The questionnaires were administered using a drop and pick later method.
Data was analyzed using descriptive and inferential statistics. Descriptive statistics employed
were standard deviation and mean. Inferential statistics used were Pearson moment correlation
and simple regression analysis. The simple regression model below was used;

Y =Bo+ BiXite

Where Y = innovation performance, o= Constant, Bi=Coefficients of determination,

Xi=knowledge sharing, € = Error term

4. RESULTS AND DISCUSSION

4.1Response Rate

45 questionnaires were issued and 40 were filled and returned which represented a response
rate of 88% response rate. Fincham (2008), concerted that researchers should aim at 60 percent

as the response rate.

4.2 Descriptive statistics

4.2.1Descriptive Analysis results for knowledge sharing

Table 4. 1 Statements on knowledge sharing

N Mean Std. Deviation
Staff meetings held to discuss business trends and 40 412 790

developments

Employees exchange knowledge and experiences with 40 430 648
coworkers

Knowlnge shared  between  supervisors and 40 435 622
subordinates

Technology used to disseminate knowledge 40 4.17 .780

Valid N (listwise) 40

Having regards to table 4.1 majority were in agreement with the statements on knowledge
sharing that staff meetings were held to discuss business trends and developments with a of mean
4.12 (SD =.790), employees exchange knowledge and experiences with coworkers with a mean

of 4.30(SD =.648), knowledge is shared between supervisors and subordinates with a mean of



4.35(SD =.622) and that technology is used to disseminate knowledge which had a mean of
4.17(SD =.780).

4.2.2Descriptive Analysis results for innovation performance
Table 4.2 Statements on innovation performance

N Mean Std. Deviation

New products introduced in last 3 years 40 4.25 .898
The organization has improved on quality of its 40 435 622
products and services
New products has made us better than our competitors 40 3.82 .747
The organization has identified new potential market 40 3.85 .833
The organization has generated new ways to serve 40 435 622
target market

Valid N (listwise) 40

In relation to table 4.2 majority were in agreement with the statements on innovation
performance that new products introduced in last 3 years with a mean of 4.25(SD =.898), the
organization has improved on quality of its products and services with a mean of 4.35(SD
=.632), new products has made us better than our competitors mean of 3.82 (SD =.747), the
organization has identified new potential market mean of 3.85(SD =.833) and that the
organization has generated new ways to serve target market with a mean of 4.35(SD =.622).
4.3 Inferential Statistics

4.3.1 Correlation Results

Pearson’s product moment correlation analysis was used to assess the relationship between

knowledge sharing and innovation performance.

Table 4.3; Correlation

Knowledge Innovation
sharing performance
Pearson
~ Correlation
Knowledge sharing Sig. (2-tailed)
N 40
Pearson
Innovation Correlation 784 !
performance Sig. (2-tailed) .000
N 40 40

*. Correlation is significant at the 0.01 level (2-tailed).
Table 4.3 shows that Knowledge sharing is strongly positively correlated with innovation

performance and its significant at 99 % confidence level (r=0.734; p<0.01). These findings are



in agreement with those of Nguthari and Kwasira (2015) who established that there was a
strong positive and significant association between knowledge sharing and law firm
performance (r = 0.664).The findings are also consistent with those of Naisaei and Gitari (2018)
who confirmed that knowledge transfer was positively and significantly correlated to
organizational innovation (r =.696, p=0.000, a= 0.05).

4.3.2 Simple Regression Analysis Results
Table 4.4: Model Summary®

Model R R Adjusted R Std. Change Statistics

Square Square Error of R Square F Change dfl df2 Sig. F Ct
the Change
Estimate
1 7344 539 526 37876 .539 44.359 1 38 .000

a. Predictors: (Constant), knowledge sharing
b. Dependent Variable: innovation performance

The regression results in table 4.4 shows that 73.4% of the innovation performance can be
explained by knowledge sharing (R squared = 0.734) while the remaining 26.6% can be
attributed to other factors which are not covered in the study. According to Alsaced (2005) when
Durbin-Watson is between (1) and (3) there is no autocorrelation problem. Thus Durbin Watson

value is 2.213 therefore no autocorrelation problem exists on the regression model.

Table 4.5: ANOVA2

Model Sum of df Mean F Sig.
Squares Square
Regression 6.364 1 6.364 44.359 .000P
1 Residual 5.451 38 .143
Total 11.815 39

a. Dependent Variable: innovation performance

b. Predictors: (Constant), knowledge sharing
Regarding table 4.5, the F change was statistically significant because the p-value was 0.000 and

thus significant at 99% confidence level. Therefore the regression model can be used to assess

the association between the dependent and independent variable.

Table 4.6: Coefficients?

Model Unstandardized
Coefficients

Standardized t Sig.
Coefficients

Collinearity Statistics




B Std. Error Beta Tolerance VIF

(Constant) .536 .542 .988 .330
1 Knowled
OWe 8¢ .847 127 734 6.660 .000 1.000 1.000
sharing

a. Dependent Variable: innovation performance
From the regression findings the substitution of the equation Y =fo+1X1 +& became

Y=.536 +0. 847Xy

This implies that a unit increase in knowledge sharing leads to 0.847 increase in innovation
performance. Further the VIF are <10 hence no multi collinearity problem (Cooper & Schindler
2003). For testing the research hypothesis, regression results in table 4.6 were used. The null
hypothesis that knowledge sharing has no significant influence on innovation performance in
Kenyan commercial banks is rejected at 0.01 significant level, P (0.000) < 0.01.The findings of
the study are congruent to those of Naisaei and Gitari (2018) who confirmed that knowledge
transfer had a statistically significant influence on organizational innovation, however the study
was done in manufacturing firms thus exhibiting a sectoral gap. Similarly, Yang (2011)
confirmed that knowledge sharing influenced product innovation in China. Lin (2007) noted
that an employees’ willingness to donate and also collect knowledge enabled the firm to enhance

its innovation capability.
5. Conclusion

The study concludes that knowledge sharing has an influence on innovation performance. The
study affirms Nonaka and Takeuch’s (1995) knowledge creation model that points out that
through human interaction, socialization facilitates exchange of ideas, skills and even
experiences in organizations. This subsequently results to innovation performance in
Commercial banks. The study demonstrates the value of knowledge sharing for better innovation
performance. Moreover, commercial bank managers should perceive the significance of
Knowledge sharing in enhancing innovation performance especially in the wake of COVID 19

which has posed a serious challenge in the economy.

6. Recommendations



Commercial banks should encourage a corporate culture that prioritizes knowledge sharing for
staff to actively pursue knowledge sharing activities. Bank managers should encourage
information sharing through meetings where staff get to discuss new trends in business.
Employees should also be encouraged to deliberately share information amongst themselves as
colleagues so as to generate new knowledge. Knowledge should also be freely shared between
employees and their supervisors. Moreover, appropriate information technology resources
should be utilized to share knowledge within an organization such as internet, phones, emails,
video conferencing, webinars etc. Lastly, managers need to understand the knowledge sharing

key enablers.
7. Suggestions for Further Research

The study findings were derived from commercial banks in a Kakamega County. Future studies
should be done on a larger sample to include commercial banks in other counties and countries.
Future studies should be conducted in diverse industries in other sectors for instance higher
education institutions and manufacturing sector. In addition the study would benefit from a
qualitative investigation through interviews to provide more insights regarding the study
phenomenon. Further studies may be done which incorporate intervening variables. Moreover,

studies may be done on factors influencing knowledge sharing in organizations.
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