THE UNIVERSITY OF HULL

The Impact of Organisational Culture and
Knowledge Creation Process on
Organisational Creativity and Performance
In Knowledge-Intensive Banks

Being a Thesis submitted for the Degree of

Doctor of Philosophy (PhD) in Management

at the University of Hull

by

Abdullah Fahad Al Mulhim

MSc Marketing Management, University of Wolverhampton, UK
BSc General Commerce, University of Southern Queensland, Australia

September 2017


https://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&ved=0ahUKEwjam7Ly_NfOAhWFVxoKHQscAsEQjRwIBw&url=https://en.wikipedia.org/wiki/University_of_Hull&psig=AFQjCNH2di-7KwEAAum-Q8cv7hoG0hhQaQ&ust=1472056744339080

DEDICATION

THIS WORK IS DEDICATED TO MY MOTHER AND FATHER,

WITHOUT THEIR SUPPORT THIS WORK WOULD NOT HAVE BEEN POSSIBLE



ACKNOWLEDGMENTS

First and foremost, | would like to thank the Almighty ALLAH, the most Gracious, and
the most Merciful for giving me the blessings, strength, ability and courage to complete
this endeavour successfully. Without His guidance and grace, this research would not

have been finished.

This thesis would not have been possible without the help, support and encouragement of
my supervisor Dr Ming Li (Lily). | am appreciative of her tolerance and the high level of
freedom that she granted me. She has spent her precious time to discuss and to make
valuable comments on all the stages of the study, from a prior model of the research,
through the survey and the written work of this thesis. I likewise wish to thank my second
supervisor, Dr Antonio Malfense Fierro, for his support and valuable guidance during my

PhD journey.

My special thanks to the human resource heads in the Saudi banks for their help in the
data collection. | would also like to thank every one of the respondents for giving their
important time and data in this study. Without their co-operation, the thesis would not

have been conceivable.

Last, but not least, | am likewise thankful to my parents, for their tremendous support
throughout the time of my study. They have invested their energy, day and night,
remaining next to me urging and rousing me to overcome obstructions and improve my

performance.

Abdullah Fahad Al Mulhim

September 2017



ABSTRACT

Knowledge management (KM) has various implications for organisational performance
and competitiveness. Proponents argue that knowledge creation (KC) is extremely
important for the long-run progress of an organisation. However, previous research has
not demonstrated the application of each of the socialisation, externalisation, combination
and internalisation (SECI) conversion processes in approaches to the study of KC and
performance in specific business situations. In particular, the banking sector, which is a
knowledge-intensive industry. In addition, some researchers claimed that the SECI model
was based on Japanese standards; so the validity of this model in different cultures is also
questionable. Furthermore, there is a significant gap in the literature, in terms of lack of
empirical evidence that KM makes a difference to organisational performance. To fill
these gaps, this study utilises an integrated model that interconnects and analyses the
relationship between organisational culture, knowledge creation processes and firm
performance, and specifically the role of the KC process and creativity in this relationship.
The emphasis is on knowledge creation process (KCP), such as socialisation,
externalisation, combination and internalisation in the context of domestic banks
operating in Saudi Arabia.

This study adopts a quantitative research method through a case study approach to classify
and examine the proposed model. A stratified random sample was drawn from 32
branches of two knowledge-intensive commercial banks in Saudi Arabia. Two hundred
and fourteen self-administered questionnaires were collected to analyse the impact of
organisational culture and the knowledge creation process on organisational creativity
and performance. The survey data were examined by confirmatory factor analysis (CFA)
and regression analysis. CFA revealed a decent model fit. The results confirmed that the
organisational culture, which comprises trust, collaboration and learning factors, is
observed to be an influential empowering agent. The results suggest KCP mediates the
relationship between organisational culture and creativity, and of creativity mediates the
relationship between KCP and firm performance. The internalisation process had the
strongest impact on creativity and combination had an insignificant effect. In addition,
the findings showed socialisation as a key antecedent for the exchange of tacit knowledge
(TK) in the Saudi banks considered and the regression results indicated that the
internalisation process helped Saudi banks to internalise explicit knowledge (EK) into TK
during KCP. Consequently, this study supports the applicability of the SECI model in a
new cross-cultural context and makes an important contribution to the existing literature
by empirically investigating the relationship between organisational culture, KCP,
creativity and firm performance. The findings not only provide a basis for further research
in the field, but also have implications for chiefs at Saudi banks looking for management
knowledge.
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CHAPTER 1: INTRODUCTION

1.1 Introduction

This chapter provides an introduction to the study by outlining the study as a whole and
as such, establishes the basis for the succeeding chapters. This chapter is divided into nine
sections. Sections 1.2 and 1.3 describe the research background followed by the
background of Saudi Arabia. Sections 1.4 and 1.5 provide a statement of the problem and
the research aims and objectives. Contributions of the study and research methodology
are identified in section 1.6 and section 1.7. Section 1.8 provides definitions of key items.

Finally, section 1.9 outline the thesis structure.

1.2 Research Background

A ‘knowledge-based economy’ is characterised as an economy that is equipped for
knowledge generation, dissemination and utilises where knowledge is a key factor in
development, the standard of living and employment (Foray & Lundvall, 1996; Kefela,
2010). Furthermore, human capital is the driver of creativity, innovation, and the era of
new thoughts, with dependence on data and correspondence innovation (Kefela, 2010).
In addition, there is a positive relationship and common connection between the
"information society" and the "knowledge-based economy" (Becla, 2012; Zelazny, 2015).
Hence, "knowledge" has become a basic prerequisite for improving the competitiveness
of nations in the twenty-first century (Kefela, 2010). Theory, present worldwide practices,
and experience attest that contemporary worldwide drivers of performance and growth
are not quite the same as in the past. As never before in mankind's history, the economy
is presently subject to the knowledge variable for development. To react emphatically to
these advancements and guarantee improved competitiveness of the national economy, it

is crucial for development plans to give consideration to knowledge and its use in all



sectors (Kefela, 2010). In Saudi Arabia (SA), the Eighth Development Plan emphasised
major improvements that would be the source for a learning based economy. This
involved beginning usage of the initial five-year plan of the National Science, Technology
and Innovation Policy, the National Information and Communication Technology Plan,
and the National Industrial Strategy (Ministry of Economy and Planning, 2005). The most
recent development plan in the Kingdom of Saudi Arabia is the Ninth Development Plan.
This plan embraces the drive to a knowledge-based economy through an emphasis on
education, which spreads information, preparing for knowledge creation, saving, and
exchange. Through these attempts, the plan tries to upgrade the comparative advantages
of the economy, diversify it, expand it, and increase its efficiency. Also, the plan attempts
to create employment opportunities for nationals (Ministry of Economy and Planning,

2010).

Knowledge is an essential source of organisational performance, competitiveness, and
innovativeness, and it is believed to be the ultimate competitive advantage that
establishments have (Huber, 1991; Drucker, 1993; Grant, 1996; Wiig, 1997).
Consequently, awareness of knowledge creation (KC) and the conversion process is
crucial, not just for national development, but for the progress and success of
organisations. Creating knowledge requires the existence of groups of individuals who
come up with new concepts or new ideas. Knowledge creation can be attained by
observation, research, experiments and so on. KC begins with the demand for knowledge,
followed by information acquisition, group learning, knowledge assessment and
application, and finally, organisational KC (Firestone & McElroy, 2003). According to
Nonaka (1994), KC and conversion are founded on two dimensions. The first shows that
only people create knowledge. The second concerns the interaction between explicit
knowledge (EK) and tacit knowledge (TK). The two dimensions structure the basis for

explaining the four processes of the creation of knowledge: socialisation, externalisation,
2



combination and internalisation (Nonaka & Takeuchi, 1995). Nonaka and Takeuchi
suggested that the importance that Western organisations have placed on handling
knowledge has not been complemented by an understanding of how it is created. They
claimed that knowledge is created by the continuous contact of TK and EK, including
four modes of knowledge conversion. They illustrated this process by a matrix called the

SECI model, which was defined as the engine of the entire KC process.

In recent years, knowledge management appeared as a distinct field of management
science research (Nonaka & Konno, 2005; Kao et al., 2011; Rai, 2011) and it has been
argued that organisations that can capture the knowledge implanted in their business can
own the future (Lee & Choi, 2003). Numerous organisations have come to the conclusion
that viable knowledge management (KM) is the best way to lever their central abilities to
accomplish a sustainable competitive advantage (Grant, 1996; Davenport & Prusak, 1998;
Bhatt, 2001; Arora, 2002; Foss & Pedersen, 2002). Organisations are occupied with KM
to support business effectiveness, to expand the profitability and nature of their
administration, and to provide imaginative solutions for their clients. KM is considered
as a facilitator for understanding the function of knowledge in an organisation (Moffett

et al., 2003).

Researchers and specialists have recently investigated the significance of the “delicate’’
parts of KM (Hlupic et al., 2002; Guzman & Wilson, 2005). It is generally recognised
that effective KM relies not only on information technology (IT) stages but more
comprehensively on the social nature of an organisation and that innovation is just a
facilitator and not the framework of KM (Carrillo et al., 2004). KM is more than just the
stockpiling and controlling of data — it is a process that involves the responsibility to make
and disperse knowledge across the organisation (Nonaka & Konno, 1998; Ardichvili et

al., 2006). Successful KM demands that consideration is paid to the human and social



parts of an establishment, especially encounters with representatives and TK. KC can help
organisations more than knowledge, since knowledge is not mainly about actualities but

more about context-explicit features (Teece, 2000).

In the theory of knowledge creation (KC), organisational culture as an antecedent is not
assumed, even though it is acclaimed that culture in different settings is a function of KC
(Glisby & Holden, 2003; Haag et al., 2010; Andreeva & Ikhilchik, 2011). The researcher
needs to look at the environment of both the culture and knowledge creation process in
order to make the assumption that culture can be a key factor in knowledge creation.
Despite recognition that successful knowledge management needs to have the right
cultural factors (Janz & Prasarnphanich, 2003), knowledge management, transfer and
sharing (Schumann & Tittmann, 2010) and knowledge management practices (Alavi et
al., 2006), the association between organisational culture and specific knowledge
management processes is not studied (Mueller, 2012). Nonaka's knowledge creation
model provides a characteristic context in management and organisation studies that
extensively covers the creation and sharing process (Von Krogh et al., 2000a; Earl, 2001).
According to Holsapple and Joshi (2001), firms should create a suitable culture that
inspires employees to create and share knowledge inside their firms. Based on the idea of
care, the present study emphasises trust, collaboration and learning (Eppler & Sukowski,
2000; Lee & Choi, 2003). It views Care as an important enabler for managerial relations
(Von Krogh, 1998). This study emphasises how organisational culture impacts each
aspect of the knowledge creation process in the SECI model of Nonaka and Takeuchi
(1995), affects organisational creativity and influences organisational performance. In
order to test the mediating effect of both the knowledge creation process and
organisational creativity, the procedure of Baron and Kenny (1986) is adopted as used by
Lee and Choi (2003). For this purpose, the study involves a questionnaire-based survey

from Saudi banks as a primary data collection technique, in order to test empirically the
4



effects of organisational culture and the knowledge creation process on organisational
creativity and performance. There are two types of commercial banks in SA; domestic
and joint venture banks. The study will not cover the joint venture banks because they are
linked to foreign banks, in light of the fact that they are associated with foreign banks.
The two oldest and largest domestic commercial banks will be covered in the present

study. These banks are the Riyadh Bank and the National Commercial Bank (NCB).

1.3 Background of Saudi Arabia

Saudi Arabia (SA) is the birthplace of Islam. It has an oil-based economy and holds about
17% of the world’s oil reserves, ranking as the main exporter of oil. The oil sector
accounts for approximately 80% of budget incomes, 90% of export revenues, and 45% of
the gross domestic product (GDP) (SAMA, 2015). The area of SA is 756,982 square miles
(8.8 times as big as the UK). Table 1.1 shows the demographic indicators of Saudi Arabia
in 2015. The total population in 2015 was 31.5 million, of which about 21 million were
Saudi nationals, with a 2.02% growth rate. A total of 29.12% of the population was
younger than 15 years, and 67.95% was 15-64 years, whereas only 2.93% was older than

65 years (Statistical Year Book, 2015).

Table 1.1: Demographic Indicators of Saudi Arabia

Item Indicator
Total Estimated Population Size 31,521,418
Saudi population (males) 10,614,813
Saudi population (females) 10,515,147
Non-Saudi population (males) 7,076,815
Non-Saudi population (females) 3,314,643
Annual Population Growth Rate (%) Saudi 2.02

% Population Under 5 years 10.06

% Population Under 15 years 29.12

% Population 15-64 years 67.95

% Population from 65 & above 2.93

Source: CDSI (2015).




1.3.1 Economy of Saudi Arabia

The Kingdom of Saudi Arabia has an oil-based economy. The oil reserves are the second
biggest on the planet. The kingdom is the world's leading oil exporter and second largest
producer. Saudi Arabia is inspiring the progress of the private sector to expand its
economy and to employ more Saudi citizens. Expansion efforts are concentrating on
telecommunications, power generation, the petrochemical sector and natural gas
exploration (Kingdom of Saudi Arabia’s vision for 2030). Table 1.2 summarises the main
economic indicators of Saudi Arabia. The GDP growth has continued to be effective, with
around 5.2 per cent increase over the past five years. The third row of Table 1.2 shows
continuing growth in gross domestic product (GDP) in 2012, 2013, and 2014. Only, in
2015, the GDP declined due to falling oil prices. However, the second row of the same
table shows falling GDP per capita due to the increase of the population of Saudi Arabia,
not due to decrease in GDP (GDP per capita= GDP/population). (Figure 1.1), although
general growth slowed down to 2.7 per cent in 2013 and 3.6 per cent in 2014. The non-
oil sector continued to show a sustained increase, with an average of 6.8 per cent from

2009 to 2013 (SAMA, 2015).

Table 1.2: Economic Indicators of Saudi Arabia

Item 2012 2013 2014 2015
GDP per capita (USAS) 25,136 24,815 | 24,496 | 20,813
GDP (USAS billion) 734 744 754 653
Economic Growth (GDP annual variation in %) | 5.4 2.7 3.6 3.4
Consumption (annual variation in %) 11.7 3.2 6.1 6.7
Investment (annual variation in %) 5.0 5.6 7.5 -1.5
Industrial Production (annual variation in %) 4.9 0.2 3.1 3.3
Unemployment Rate (%) 5.6 5.6 5.8 5.7
Inflation Rate (annual variation in %) 2.9 3.5 2.7 2.2

Source: SAMA (2015).




Figure 1.1: Pattern of Real GDP Growth in Saudi Arabia
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1.3.2 The Saudi Banking Sector

The banking sector, which is the largest part of the Saudi economy, is highly profitable,
capitalised and liquid. Its outside exposure is also restricted in terms of both external
borrowing and lending. These supportive factors combined with effective government
policy enabled the Saudi banks to remain mainly insulated from world financial market
instability in recent years. Following the 2007-09 financial crises, credit growth in Saudi
Arabia originally slowed but picked up in following years without worsening banks’ asset
quality. Saudi banks attained high asset growth rates in recent years. During the five-year
period 2010-2014, the asset base increased by 9.3 per cent to SAR 2.1 trillion, it

equivalent to 75.6 per cent of GDP (Figure 1.2).



Figure 1.2: The Growth Pattern of Bank Assets in Saudi Arabia
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Banks in Saudi Arabia work under the umbrella of the Saudi Arabia Monetary Agency
(SAMA). SAMA was established in 1952, to performing a variety of functions in
accordance with laws and regulations. There are 12 commercial banks working in Saudi
Arabia: the National Commercial Bank (ALAHLI), the Saudi British Bank (SAAB),
Saudi Investment Bank (SAIB), Alinma Bank, Banque Saudi Fransi (BSF), Riyadh Bank.
Samba Financial Group (SAMBA), Saudi Hollandi Bank (SHB), Al Rajhi Bank, Arab
National Bank (ANB), Bank Albilad, and Bank AlJazira (SAMA, 2014). The Saudi banks
are divided into two sorts, the Islamic banks, and commercial banks. There are just four
Islamic banks which follow Islamic Laws (Share'a) in their work, while other banks are
ordinary commercial banks, although some of them have opened Islamic windows. The
study will cover the most important and longest established two business banks in Saudi

Arabia; the following is a brief profile of these banks.

Riyadh Bank is a Saudi Joint Stock Organisation formed in the Kingdom of SA in 1957,
it is a retail banking establishment. Its significant capital base and many years of
experience enable it to play the main part in every aspect of the Saudi economy, Riyadh

Bank is a main agent and arranger of syndicated credits in oil, petrochemicals, power,



water sectors and the vast majority of the Kingdom's most remarkable infrastructure and
construction projects. It offers its customers an extended system of more than 304
branches with 64 designated women’s branches and 19 women’s segments in different
branches, and also 20 self-service electronic branches. It has a branch in London (UK)
and offices in Houston (USA) and Singapore to meet the global account managing needs

of its customers (SAMA, 2015).

The National Commercial Bank (NCB) is viewed as the biggest bank in Saudi Arabia
and second in the Middle East region. The Bank started its business in 1953. It is a
genuine trailblazer; NCB offered the first in SA charge cards, the first automated teller
machines, the first investment funds plan for students, and the first elite branches for
women. In 1979, NCB became the first Saudi bank to launch a mutual fund, and has led
innovations in real estate and auto finance. From that point forward, it spearheaded the
development of numerous Shariah-compliant financial services that now address the
needs of more than 4 million clients. NCB has developed to become one of the biggest
banks in the Arab world, with aggregate resources surpassing SAR 449 billion, and client

deposits standing at SAR 323bill (SAMA, 2015).

1.4 Statement of the Problem

Guthrie (2001) claimed that these days, efficient firms know that for achieving
improvement they should focus on intangible resources, as well as tangible properties.
Hence, knowledge creation (KC) is a main element in their achievement (Shih et al.,
2010). Numerous scholars have underlined the significance of knowledge creation
process, and specifically the measurements of the SECI model, in enhancing firms’
innovation performance (Nonaka & Takeuchi, 1995; Popadiuk & Choo, 2006; Ramirez
& Kumpikaite, 2012; Sankowska, 2013). The use of Nonaka’s SECI model has been

quantitatively analysed in various business situations, such as the service industries as

9



well as the IT and manufacturing sectors (Li et al., 2009; Lopez-Saez et al., 2010). These
studies proposed that the integration of all SECI processes increased the overall
performance in business sectors. In spite of this essential literature on knowledge creation
processes and organisational performance (OP), the association between these two ideas
is still in dispute. Specifically, Schulze and Hoegl (2008) argue that two modes of the
SECI model, namely combination and externalisation, do not add to the production of
new thought. The present study will contribute to this argument through analysing the
relationship between each of the four modes of KC and organisational creativity, which
transforms knowledge into business. In addition, most of the above-mentioned studies did
not demonstrate the usage of each SECI process in specific business situations. In
particular, the banking sector, which is the main knowledge intensive sector with a huge
impact on the worldwide economy (Miles, 2011). Consequently, banks are required to be
efficient in KM in order to store and leverage knowledge (Chatzoglou & Vraimaki, 2009;
Mizintseva & Gerbina, 2009). Furthermore, the few available studies have suggested that
the function of the conversion processes differs in each country (Mizintseva & Gerbina,
2009). For instance, Michiko and Tokyo-Mitsubishi banks in Japan focused more on the
socialisation process (Kubo et al., 2001), while Camel and Tiger banks in Malaysia
focused more on the externalisation process (Ali & Ahmed, 2006). Therefore, it is crucial
to conduct a comprehensive study to offer a clear understanding of the features of each
conversion process (SECI) in the banking sector (Kubo et al., 2001; Mizintseva &
Gerbina, 2009). In addition, the relationship between organisational culture and KC
processes has received relatively little consideration, despite its high potential (Vicari &
Troilo, 2000). Hence, an integrative research model is used which interrelates knowledge
management factors (organisational culture, KC processes, organisational creativity and

performance).
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The process of KC has been examined largely in Western and Japanese organisations.
Despite the widespread use of the SECI model, as proposed by Nonaka, no such research
has been done in Saudi Arabia, which is strongly shaped by Islamic culture. In addition,
the SECI model was derived from Japanese standards; so the validity of this model in
different cultures is also questionable. Glisby and Holden (2003) argue that the four
processes of SECI model are Japanese-specific; however, Weir and Hutchings (2005)
argue that their study proves that the SECI model can be utilised in non-Japanese settings.
Glisby and Holden (2003) propose that Japanese firms feel less stress from shareholders
than their Western partners do, and in this way, they can more easily spend their time to
do things the way they need to do. Weir and Hutchings (2005) state that Chinese firms
carry out externalisation in almost the same way as Japanese organisations do.
Nevertheless, they argue that in the Arab society, externalisation does not function in
precisely the way it should, as indicated by the SECI model. Furthermore, notably, there
is an obvious gap in the literature of empirical indication that KM makes a difference to
organisational performance (Zack et al., 2009). In addition, according to Mueller (2012),
the association between organisational culture and specific knowledge management
processes is not studied. To fill these gaps, this study utilises an integrated model that
interconnects and analyses the relationship between organisational culture, knowledge
creation processes and organisational performance, and specifically the role of the KC
process and creativity in this relationships. The emphasis is on KC processes, such as
socialisation, externalisation, combination and internalisation in the context of domestic
banks operating in Saudi Arabia. To clarify the relationship between KC and

performance, organisational creativity (OC) is linked into the model (Lee & Choi, 2003).

Accordingly, the following research questions are addressed:

11



RQ1: How does organisational culture influence the organisational creativity of Saudi

banks?

RQ2: How are knowledge creation processes linked to organisational performance in the

Saudi banks?

1.5 Research Aims and Objectives

The aim of this study is to analyse the impact of organisational culture and knowledge
creation process on organisational creativity and performance in knowledge-intensive
banks. The emphasis is on KC processes, such as socialisation, externalisation,
combination and internalisation in the context of domestic banks operating in Saudi
Arabia. The following objectives are stated to assist in accomplishing the primary aims

of this study:

1. To capture the relationship between the KC process and performance
improvement in the Saudi banking sector.

2. To assess the validity of the knowledge creation model (SECI) in the Saudi
social setting.

3. To help managers working in Saudi banks understand what impact
knowledge creation has on their organisations.

4. To explore the overall relations among organisational culture, the KC
processes, creativity and organisational performance improvement in the
Saudi banking sector.

5. To suggest some inventive ideas and improvements for the top
management in Saudi commercial banks to improve their KC process.

6. To explore the mediating effect of KCP on organisational creativity.

7. To explore the mediating effect of organisational creativity on

organisational performance.
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1.6 Contributions of the Study

The broad significance of this study originates from the significance of KM as a strategic
tool as well as the possible influence of the KM process on overall managerial
performance. Knowledge is one of the most critical intangible assets for an organisation
in the current competitive environment (Nonaka, 1994; Hunt, 1995; Grant, 1996; Hunt &
Morgan, 1996; Teece, 1998; Lee & Sukoco, 2007; Li et al., 2009), as KC processes have
precise value inside an organisation (Nonaka, 1994; Nonaka & Konno, 1998; Nonaka et
al., 2000). In addition, KC achieves long-run competitive advantage (Nevis et al., 1995;
Davenport & Prusack, 1997; Chow et al., 2000; Gold et al., 2001; Lin & Lee, 2004; Hicks

etal., 2007).

One of the new patterns in KM is emerging from its relationship with innovation.
Innovation is the key element that can drive firms to create value and compete nationally
and internationally. Knowledge creation is the principal asset in the innovation process.
Whereas the availability of information helps to decrease difficulty in the innovation
procedure, the making of new knowledge enables firms to deliver more innovations.
Firms are capable to innovate more quickly and more positively by making and utilising
knowledge quickly, and successfully (Cavusgil et al., 2003; Esterhuizen et al., 2012).
Thus, information creation is a vital activity if organisations want to succeed and sustain

development over the long term, by consistently innovating new services or products.

The process of knowledge management sets a new vision and variables for banks as “‘it
drives innovation by capitalising on organisational intellect and experience’’
(Duffy, 1999:241). Thus, fostering and sustaining modern knowledge creation and
sharing techniques are a vital factor in banking success (Ali & Ahmad, 2006). Empirical
research is therefore needed to contextualise the knowledge creation phenomenon in

various social settings in order to understand the managerial dynamics in the changed
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situation of the knowledge economy. From this angle, several empirical studies have
shown that researches are still in the process of gaining knowledge on this phenomenon.
Nevertheless, knowledge can be gained by the exercise of a suitable methodology and
robust analysis kept up, with close consideration to the particular meanings of the various
ideas and empirical models. The banking sector in Saudi Arabia is generally more
knowledge-intensive than other banks as it includes universal knowledge capital and
heterogeneity as far as the developing countries are concerned (Akhtar, 2001).
Consequently, this empirical study will help in understanding whether knowledge
creation is a factor in developing countries or not and to what extent leadership is willing

to create a knowledge culture in the Saudi Arabia banks.

The KM process in Saudi banks is still in its early stages. In response to this need, this
study researches the crucial processes of KM being utilised in the commercial banks of
Saudi Arabia to give a vision for bankers and strategists to recognise its significance.
Knowledge is a vital strategic resource that significantly adds to advanced performance
(Grant, 1996) and it necessary for all firms to create novel knowledge (Burns et al., 2014).
Thus, KC is vital for a firm to guarantee its competitive advantage, which is why it has

attracted many scholars (e.g. Nonaka, 1994; Von Krogh et al., 2012).

Organisational culture is the major element controlling an organisation’s capability,
effectiveness, survival and success (Schein, 2017). Accordingly, organisations should set
a suitable culture for application of knowledge management (Corfield & Paton, 2016).
The application of knowledge management will only be effective if organisational culture
enhances it. For instance, the culture should encourage trust, learning and collaboration
among employees (Gold et al., 2001). Furthermore, Gold et al. (2001) stated that a
conducive culture is an important infrastructure, since in such a culture, individuals

collaborate and share their thoughts and knowledge.
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The Saudi setting is a distinctive culture for research, since the Muslim faith plays a large
role in the people’s lives (Hofstede, 1991). Moreover, attributes including the collectivist
nature of Saudi culture may enhance the exchange of knowledge among individuals of
the society. Accordingly, this study also aims to explore the influence of trust, learning
and collaboration factors attributes on knowledge creation process within the context of
Saudi banks. This will enable understanding of the appropriateness Saudi banks’ culture
for the knowledge creation process. The uniqueness of Saudi culture, where collectivist
attributes are emphasised (Hofstede, 1991) is of great importance for the application of
knowledge management processes, which might provide an opportunity to develop a
necessary and demanding knowledge-based organisation. In addition, this study provides
an important contribution through investigating how the relationship between KCP and
organisational performance is moderated by organisational creativity. This contribution
enriches knowledge on the performance effect of KC capability in the banking industry.
This will also add to the literature on KM by focusing on Saudi Arabia rather than on
Japan, North America and Western Europe and provide evidence as to the extent of the

suitability of the SECI model in the Saudi Arabian social setting.

The importance of the present study for the banking sector in the environment of changing
forms of the overall economy and the prevalent risk of financial disaster is, however,
complicated. The bank financial crisis of 2007-2009 occurred due to deficiency of
banking knowledge (Turner, 2009; Holland, 2010). In addition, Nonaka and Takeuchi
(1995) proposed that KC is extremely important for the long-run success of an
organisation. In addition, it has been claimed that knowledge infrastructures in the Arab
states are available, but they are not being utilised efficiently relative to KM (ElI Emary
et al., 2012). This creates the impression that KM is ignored and constrained; there is
more work to be done as the bases and framework are absent. Likewise, there is a need

for more analysis of knowledge management (KM) and organisational performance (OP)
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in the Arab region and banking industry specifically, as the majority of the available

literature is situated in the West.

The present study is important in that the outcomes provide managers with insight into
how KM can enhance banks’ performance. Furthermore, it is a novel study as it gives an
in-depth investigation of knowledge management processes, not only in the context of a
vital and knowledge-based industry (banks) but also within a country that is unique in
terms of its socio-cultural setting (Saudi Arabia). The present study builds up a practical
model that clarifies the impacts of organisational culture on creativity through KCP,
which thus adds to performance. From a professional point of view, this study gives a
chance to bank chiefs to better perceive the factors facilitating the upgrading of KC in
their banks. In addition, this study adds to the literature on the theoretical system of the

SECI model, its universal application and its effect on creativity and performance.
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1.7 Research Methodology

According to Davis (1996) and Stevens (2002), the most important part of a research
study is a suitable choice of methodology. The research philosophy of this study is derived
from the positivist paradigm, which has various implications for the social sciences
(Hughes, 1994: Saunders et al., 2015). Quantitative approaches are a key to positivist
exploration, which endeavours to accurately carry out organised research strategies to
find a single target reality (Carson et al., 2001: Saunders et al., 2015). The positivist
paradigm, utilising a cross-sectional survey, was believed to be the most appropriate
method for conducting this study. The population of this study is the employees of the
Riyadh Bank and the National Commercial Bank. A sample of 214 respondents was
selected randomly utilising Cochran’s equation and using the maximum standard

deviation value of the pilot study, as explained in Chapter 4.

The principal method of data collection was a questionnaire. A pilot study was conducted
before the distribution of the final draft of the questionnaire, and some items were revised
and modified in response to the feedback. Out of 262 questionnaires distributed by hand,
214 were returned. External and internal validity were established in this research. The
reliability of the scales was evaluated through the Cronbach's Alpha and all the scales in
the questionnaire were considered reliable. Confirmatory factor analyses (CFA) and
regression analysis were utilised in examining the relationships among constructs, as

explained in Chapters 5 and 6.
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1.8 Key Definitions

Table 1.3 shows some salient definitions related to the study, found in the literature. Many

definitions of knowledge are found in different articles as a valuable object for

organisations. This study adopted the definition provided by Nonaka et al. (2000).

Table 1.3: Key Definitions

Term Author Definition

Knowledge Nonaka et al. (2000) A shared set of defensible true beliefs
cantered on human interaction.

Knowledge Kasten, (2006) The set of rules and beliefs that form an

Strategy organisation’s management of

knowledge.

Organisational

Denison et al. (2006)

The motivating beliefs, values and

Culture attitudes that act as a basis for an
organisation's management system.
Knowledge Spende, (1996); Skyrme & | The KM process, including creating,
Management Amidon, (1998); Nikbakht | utilising, exchanging, getting,
Process et al. (2010) recognising, sharing, misusing and
holding knowledge.
Tacit Wilson, (2002) Personal knowledge that is hard to
Knowledge communicate.
Explicit Wilson, (2002) Knowledge that can be communicated
Knowledge easily.
Knowledge Shu et al. (2012) A procedure that delivers, accumulates
Creation and coordinates new and current
learning.
Socialisation Nonaka &  Takeuchi, | A process of sharing skills and, thus,
(1995) creating tacit knowledge.
Externalisation | Nonaka &  Takeuchi, | A process in which “creation” is
(1995) activated by collective reflection or
dialogue.
Combination Nonaka &  Takeuchi, | Includes combining various forms of
(1995) explicit knowledge.
Internalisation Nonaka &  Takeuchi, | A process associated with learning by
(1995) doing.

Organisational
Creativity

Woodman et al. (1993);
Vicari & Troilo, (2000)

Level of confidence that organisation is
actually producing novel and useful
ideas

Organisational
Performance

Yang et al. (2004)

Strategic and capability-based
accomplishments of an organisation
which leads to the increase of its value.
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1.9 Thesis Structure

This study contains eight chapters. The first provides the introduction, background, the
Saudi national and banking context, the research problem, the aims and objectives, and
contributions of the study. In addition, a short outline of the research methodology was

presented, and key terms were defined.

Chapters 2 and 3 offer a broad review of the literature relevant to the field of KM,
organisational culture, the KC process, organisational creativity and performance
improvement. The focus is on KC processes, such as socialisation, externalisation,
combination and internalisation. These two chapters aim to classify the subjects that have
not been sufficiently examined by previous studies. Chapter 2 focus on some related
literature on knowledge, knowledge management, and the application of the Nonaka and
Takeuchi’s model of knowledge creation (SECI), which is considered the basis for
building an appropriate model for the banking system in Saudi Arabia. This leads to
outlining the important variables that affect the research problem. A conceptual model is
presented for the study and hypotheses for expected connections between the variables

are proposed in Chapter 3.

Chapter 4 explains the methodology involved in this thesis. Detailed explanations of the
research paradigm, the research design, the sample used for the collection of quantitative
data, data screening and verification, assessment of the measurement scale and data

analysis techniques are provided in this chapter.
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Chapter 5 reports the outcomes derived from the descriptive analysis of the questionnaire
survey of Saudi banks. Screening of the data is described, in order to confirm that it is
appropriate for the statistical analysis. Validity and reliability results are presented. CFA
is reported for all the research instruments to get their factor loadings and goodness of fit

(GOF) measures are estimated in this chapter using the IBM AMOS v24.

Chapter 6 reports the outcomes of investigating the proposed hypotheses to address the
research questions about the relationship between the selected dimensions of
organisational culture, knowledge creation processes, creativity and organisational
performance. It includes the results of an exploratory study that utilised correlations and

multiple regression analyses in examining the relationships among constructs.

Chapter 7 summarises the empirical findings of relationships between the variables used
in this study. It also provides a general discussion of the results from the quantitative
analysis using CFA and multiple regression to test the research hypotheses and answer

the research questions.

Chapter 8 concludes the study with a discussion of the key research results and highlights
the theoretical and practical contributions. Limitations of the study are discussed and

directions for future research are suggested.
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CHAPTER 2: KNOWLEDGE MANAGEMENT AND THE APPLICATION OF
THE SECI MODEL IN THE BANKING INDUSTRY

2.1 Introduction

Many researchers in the field of management studied knowledge management theory and
found that it shows the level of competitive advantage of the organisation (Huber, 1991,
Grant, 1996; Gold et al., 2001). Many definitions of knowledge are found in different
articles as a valuable object for organisations. Moreover, knowledge could be achieved
in the organisation from inside or outside sources (Li & Zhang, 2010). Some researchers
divided knowledge into two types of knowledge, explicit knowledge, and implicit
knowledge. Although culture was considered as one of the important factors that
characterised knowledge management, some researchers found that it could strengthen or
weaken the role of knowledge management (Seyedyousefi et al., 2016). DeLong (2004)
argued that culture could affect the knowledge management process negatively,
especially in the fields of knowledge sharing and development. This chapter will focus
on some related literature on overview of knowledge, knowledge management, the
knowledge conversion process (SECI), and the application of SECI model, which is
considered the basis for building an appropriate model for the banking system in Saudi

Arabia.

2.2 Overview of Knowledge

The accomplishment of a firm depends more in its abilities identified with knowledge
than in its physical resources (Noh et al., 2014:1). Organisations sometimes fail to reach
sustainable competitive advantage due to the way of managing and deploying their assets.
These assets can be classified as tangible and intangible. Tangible assets such as capital,
plant, inventory and equipment are considered essential assets, whereas intangible assets

are considered less important in these organisations (Gyensare & Asare, 2012). Even
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though these organisations place great emphasis on their tangible assets, they are unable
to achieve competitive advantage. It is now becoming clearer that all organisations need
a much wider variety of resources to compete in the existing competitive market. The
number of organisations providing more weight to their intangible assets is increasing
(Gyensare & Asare, 2012). To achieve sustainable competitive advantage, organisations
need to learn how to manage their intangible assets, that is ‘knowledge’ and this procedure
is known as knowledge management (KM). Knowledge is the most profitable asset in any
organisation. It is the foundation of a firm’s focused system and essential for an
organisation’s survival (Naserieh et al., 2012; Schmitz et al., 2014). The use of knowledge
in management, education, and business literature suffers from five problems: haziness;
incoherence; breadth; functionalism; and subjectivity (Alvesson & Karreman, 2001).
Thus, these authors determined that knowledge is an ambiguous, loose and rich idea that
prevents reduction to easy sets of divisions. In general, there are two separate types of
knowledge that are widely acknowledged in KM, there are tacit and explicit knowledge,

although other disciplines utilise different terms (Table 2.1).

Table 2.1: Knowledge Terms in Various Disciplines

Disciplines Knowledge- ‘that’ Knowledge- Sources
‘how’
Management ‘Explicit knowledge’ | ‘Tacit knowledge’ Nonaka and
Takeuchi (1995)
Knowledge ‘Know-what’ ‘Know-how’ Whitehill (1997)
management
Sociology ‘Explicit/symbolic’ | ‘Tacit; encultured’ Collins (1993)
IT studies ‘Knowledge as ‘Knowledge as Kakihara and
object’ process’ Sgrensen (2002)
Artificial ‘Declarative ‘Procedural Sahdra and
intelligence knowledge’ knowledge’ Thagard (2003)
Neuroscience ‘Overt knowledge’ ‘Covert Gourlay (2004)
knowledge’
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2.2.1 Data, Information and Knowledge

The concepts of knowledge, data and information are so interlinked that they can be
organised in a single continuum with respect to the extent to which they define human
involvement while processing the obvious reality at hand. Therefore, before analysing the
issues in the spectrum of knowledge, it is significant to highlight the differences among
information, data and knowledge (Tsoukas & Vladimirou, 2001). Data is based on facts,
so it requires minimum human participation, whereas knowledge is based upon human
perception and ideas, so it demands maximum judgement on certain issues or situations.
As these judgments come from a human deep desire to understand, reorder and redesign
the perception about they know and what they feel, this develops a new angle of vision
or perception on a particulate problem (Pham, 2008). Whereas data consist of facts and
numbers, information deals with data in context and after organising data and information

in a meaningful way to give a vision about the issue, it becomes knowledge (Zack, 1999).

Wallace (2007) also supported this definition, defining data as a collection of facts about
certain events that happened and noticed by people, information as a contextual
explanation of data, which provides significance by analysing data in an explanatory
framework and knowledge as information which connects different themes and presents
a meaningful judgement. Knowledge comprises the familiarity that allows individuals
through existing information and data to be aware of particular things, to distinguish how
to initiate these things or how to do these things in a specific way. It comprises both
information and data (Beijerse, 2000; Nonaka et al., 2000; Sanchez, 2003; Hicks et al.,
2007; Grant & Grant, 2008; Fuller, 2016). Consequently, Davenport and Prusak (1998:5)
stated that knowledge is “a fluid mix of framed experience, values, contextual information,
expert insight and grounded intuition that provides an environment and framework for

evaluating and incorporating new experiences and information”.
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Therefore, in businesses or financial institutes a distinction is made between data,
information and knowledge. Sanchez (2003:5) also defined data as the presentation of
facts on certain events that people notices or events that have great importance in an
organisation. These facts are given certain meanings through the data comparison as
information. Basically, knowledge consists of ideas and principles about fundamental
relationships in an organisation that are present not only in documents and sources, but

also in organisational routines, practices, procedures and standards (Wallace, 2007).

In short, data comprise lists of things, statistics and particular facts. After being organised
in a cohesive and logical format for a precise cause, data become information. When
information is managed, analysed and positioned in the framework, it converts into
knowledge. Knowledge entails creating interpretations by recognising hidden trends,
uncommon designs, and exclusions in the information and data. This is a complex and
subtle process that requires a person to create value decisions grounded on previous
familiarities and understanding of designs (Gandhi, 2004). However, the order of
connection might also in be reversed if knowledge is to be converted into applied systems.
Thus Tian et al. (2009) suggest, the stages of data becoming information, and information
becoming knowledge occur in a cyclic pattern. They claim that when knowledge is
expressed, spoken and organised, it grows into information which, when allocated a static
image and usual understanding, becomes data. On the contrary, in their contribution,
Alavi and Leidner (2001) assert that information becomes knowledge when it is properly
managed in the thoughts of persons. Knowledge, therefore, becomes information when it

is expressed and presented in the method of graphics, texts, or other symbolic methods.
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2.2.2 Types of Knowledge

Knowledge has been categorised into two broad categories: (i) tacit knowledge (ii)
explicit knowledge. Tacit knowledge is generated from local individuals’ practices,
experiences, reflections, internalisation or individual talent (Nonaka & Takeuchi, 1995).
Explicit knowledge is denoted as “know-what” and is related to information, which is
confirmed and then organised (Brown & Duguid 1998). It allows individuals to answer
questions and guarantees that only vital knowledge is stockpiled, studied and rationalised.
Moreover, Knowledge Management Strategy (KMS) handles this kind of knowledge, as
an effective tool to enable the recovery, storage, and change of stored knowledge.
Although this is valid, Brown and Duguid (1991), Bukowitz and Williams (1999), and
Cook and Brown (1999), considered explicit knowledge less important, as it cannot
support the creation of a steady competitive advantage. Table 2.2 shows the differences

between tacit knowledge and explicit knowledge:

Table 2.2: Explicit against Tacit Knowledge with Respect to Features and

Resources
Explicit Knowledge Tacit Knowledge
(Documented) (Know-how embedded in people)
Simply organised Private
Storable Context-Specific
Exchangeable Difficult to formalise
Easily expressed and shared Hard to apprehend, connect and share
Guides Informal business_ processes and
communication
Policies and processes Individual experiences
Databases and reports Historical understanding

Source: Serban & Luan (2002).
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Overall, knowledge in organisations contains data on organisational behaviour, decision-
making, leadership, motivation, innovation and group dynamics (Bartol et al., 2003).
According to Jafari et al. (2009), there are seven layers of knowledge found in

organisations; they include:

1. Customer Knowledge: It comprises understanding the essentials of an organisation’s
clientele, identifying unmet needs, and recognising new prospects to improve,
knowledge-sharing relationships.

2. Stakeholder Relationships: It includes knowledge that designs key strategies to
know organisational flow between suppliers, employees, shareholders etc.

3. Business Environment Insights: It includes systematic environmental perusal of
governmental, financial, technological, social and environmental trends, and
competitor analysis and market intelligence systems.

4. Organisational Memory: It clarifies knowledge sharing in best-practice records,
online documents, directories of knowledge, processes and debate forums, and
intranets.

5. Knowledge in Processes: It refers to the role of knowledge in business processes,
management and decision-making.

6. Knowledge in Products and Services: It includes knowledge inserted into products,
enclosing products with knowledge, e.g., user guides, and enhanced knowledge-
intensive services.

7. Knowledge in People: It comprises knowledge-sharing fairs, training and education

systems, innovation workshops and groups of knowledge practice.
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2.3 Knowledge Management

According to Schultze and Leidner (2002), knowledge management is defined as “the
generation and acquisition, depiction, storage, transfer, conversion, application, and
retention of organisational knowledge”. Knowledge is seen as a critical variable for
accomplishing and maintaining competitive advantage of organisation (Lee & Lan, 2011;
Liu & Deng, 2015). However, knowledge can easily become out of date and futile if
without appropriate management within the organisation (Karimi & Javanmard, 2014).
Thus, it is essential for an organisation to build up an arrangement of procedures with a

specific end goal, to better deal with their knowledge resources (OuYang, 2014).

There are six principles which should be considered in a knowledge strategy; they are
knowledge distribution, knowledge exposure, knowledge transfer, knowledge
collectivism, knowledge storing and knowledge exchange (Poufelt & Peretsen, 2016). In
general, knowledge management is influenced by social situations because it takes social
interactions among individuals into consideration (Sussman & Siegal, 2003). Moreover,
the organisation can increase its productivity and stability through transferring knowledge.
Botha et al. (2008) stated that it is a prerequisite to evaluate organisational capabilities,
which include technology, culture and infrastructure, to enable knowledge management
for best practices. A knowledge management system contains three aspects: people,
information and technology. These aspects are characterised by a move from simple to
complex knowledge. Generally, it is important that knowledge management should deal
effectively with the above aspects (Barley & Kunda, 1992). Knowledge management
follows three stages: adaptation, adoption and acceptance. It starts with data collection;
data are then processed to convert them to information as structural data, which will be

the basis for knowledge management. Although this is true, but knowledge is constructed
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by individuals and it signifies their beliefs about essential relationships, so it is

constrained to people (see Figure 2.1) (Thierauf, 1999).

Figure 2.1: From Data to Knowledge

* Facts Dgta Information
bservati with Knowledge ith Mearin
* Observations S g

There are six sources for knowledge management, they are learning organisation,
business transformation innovation, information management, knowledge-based system

and intellectual assets (see Figure 2.2) (Suresh, 2016).

Figure 2.2: Roots of Knowledge Management
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On the other hand, knowledge acquisition could consist of five phases (Nieminen, 2007)

as shown in Figure 2.3.

Figure 2.3: The Process of Knowledge Acquisition

Identification Transmission Processing Storage Retrieval

The first phase starts when new knowledge is recognised. The second phase, transmission,
occurs when knowledge is transferred from one unit of the organisation to another. The
processing phase is strongly dependent on the person(s) involved. Storage of knowledge,
the fourth stage, is conducted by using appropriate storage methods and by disseminating
it to relevant units. This is to enable the successful retrieval and utilisation of knowledge

later on, i.e. the final stage.

There are a variety of methods and tools that enable storage of knowledge:

» Knowledge storage facility and relevant databases.

* Prepare and implement document management systems.

« Databases of employees (knowledge, experience, training, skills, learning,

development, etc.).

« Literature, expert systems, data warehouse, yellow pages, among others.

New ideas are developed during knowledge creation, capturing and classification
processes. These ideas need to be tested or authenticated at a later stage in order to
determine their accuracy and value, to make sure that they are of greater value than the
current ones. The process of evaluation of the new concepts will be based on the
organisational goals and visions, while their value is evaluated according to the level of

improvement in the organisational effectiveness and competitiveness. For this purpose,
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the Balanced Scorecard instrument could be used, since it relates the knowledge
perspective of the company with its learning/growth, customers, business processes and
financial situation perspectives (Kaplan & Norton, 2000). On the other hand, if the new
knowledge comes from experiments or observations, it needs to be analysed, explained

and confirmed.

As explained by Ceptureanu and Ceptureanu (2010), knowledge acquisition can be
defined as the transmission of valuable skill or a capability from a knowledge source to a
knowledge repository. Knowledge sources include documents and human expertise
among others while knowledge repositories include an intranet, organisational memory
etc. Knowledge retention forms the major element of knowledge management; it is
explained as the retention of the knowledge assets and the information in the organisation
for a longer period of time, even when the employees of the organisation retire or leave.
The understanding of the knowledge is important in forming the knowledge retention
strategy for an organisation. Understanding can be in terms of comprehending which
knowledge is at risk, which knowledge is important and what is required to retain the
knowledge in the organisation. Based on the knowledge retention strategy, an
organisation can devise reward structures, and take various initiatives such as interviews
and mentoring, and also can utilise knowledge from people who leave or retire. The three

stages of knowledge retention as defined by Levey (1997) are illustrated in Figure 2.4.

Figure 2.4: Stages of Knowledge Retention

Documenting
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Integrating
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Levey (1997) explains, to execute the three stages successfully it is critical to retain best
practices, structure the knowledge retention process and document the retained
knowledge. The effect of knowledge creation was researched in new product
development (NPD) and the performance of engineering in different manufacturing firms
in Malaysia by Ng and Jee (2013). The results revealed that knowledge creation acts as
the primary factor for the success of NPD and also may lead to overall improvement in
knowledge and economy, thus giving the direction for a nation to achieve the status of a

high-income nation.

Eight knowledge management success factors were identified by Davenport and Prusak
(1998) namely, (1) shared knowledge; (2) knowledge-friendly culture; (3) motivated
workers who develop, share and use knowledge; (4) technology infrastructure; (5)
organisational infrastructure; (6) balance of flexibility, evolution and ease of access to
knowledge; (7) senior management support and commitment; and (8) means of
knowledge transfer using various information technology infrastructure. There are five
additional factors of success as given by Ryan and Prybutok (2001), which are (1) senior
management leadership and commitment; (2) an open organisational culture; (3)
employee involvement; (4) teamwork and (5) information systems infrastructure. Moffett
et al. (2003) gave the most complete and inclusive list of success factors and recognised,
ten important elements of successful knowledge management: (1) employee training; (2)
employee involvement; (3) senior management leadership and commitment; (4) a friendly
organisational culture; (5) employee empowerment; (6) trustworthy teamwork; (7)
performance measurement; (8) information systems infrastructure; (9) knowledge
structure and (10) benchmarking. However, there is no other framework apart from
Moffett et al. (2003) that can give a comprehensive list for knowledge management by
explaining important characteristics of knowledge management and their

interrelationships. Although most of the studies identify significant success factors,
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however they are narrow in scope (Lee & Choi, 2000; Chong, 2005). For instance, the
majority of studies have not yet excluded organisational constraints as a significant factor

that guarantees successful knowledge management implementation.

The general modes of knowledge management are knowledge creation, knowledge
retention, knowledge transfer, and knowledge utilisation. To be able to survive and be
more productive, organisations are able to transfer knowledge effectively from one unit
to another. On the important role of knowledge sharing, researchers found that trust helps
in relieving the negative effect of the perceived costs of sharing (Kankanhalli et al., 2005).
According to Gupta and Sharma (2004), knowledge management is a significant factor
that helps in achieving organisational objectives which include competitive advantage,
individual performance improvement, innovation, organisation continuous improvement,
integration, and sharing of lessons learnt. According to researchers, knowledge
management practices in the organisations motivate different individuals and groups for
knowledge sharing related to organisational insights, decreasing work redundancy,
preserving intellectual capital through employees’ organisation turnover, to harmonise
with changing the market and decreasing the time required to train other employees
(Thompson & Walsham, 2004). Information collection is considered as instrumental in
knowledge management practices, but it is essential that this knowledge is evaluated

using reliable sources.

Bontis et al. (2000) and Petty and Guthrie (2000) explained different approaches for
evaluating knowledge management practices. Holsapple and Joshi (2002) defined
knowledge evaluation in processes and products by utilisation of various techniques. One
such technique is KP3, which means knowledge, product, process and performance. It is
a method for knowledge assessment in the form of matrix description of the process and

product knowledge leading to business activities. Another is Saaty’s method (Saaty,
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2003) for computing intangible assets. Ahn and Chang (2004) explained utilisation of the
KP3 method to evaluate the impact of knowledge on performance in business. In addition,
there are different evaluation approaches that support decisions on knowledge value in
knowledge management, including the value chain score developed by Lev (1999). In
this score, evaluation of indices is done by drawing nonfinancial matrices in three areas,
namely, commerce, implementation and learning in relations to knowledge in the
organisation. According to Yang (2004), there are different elements that are included as
part of the knowledge management process such as knowledge creation, discovery, best
practises, knowledge collection, understanding useful practise, knowledge sharing,
adjustment and performance improvements. Overall, Darroch (2005) explained, in order
to enhance organisational performance, it is important to utilise knowledge management

that includes knowledge assets and infrastructures.

2.3.1 Knowledge Management in the Arab States

As indicated by Ozbilgin and Syed (2010) given the unique social setting of the Arab
states, the Arab Club for Information and the Arab KM Society are two organisations that
can encourage better KM inside the Arab region. They contend that the legislature in the
Arab region needs to try to support the presentation of knowledge management in that
area and that there is a need to address its beginning in the Arab locale (Ozbilgin & Syed,
2010). El Emary et al. (2012) study knowledge management in Dubai: particularly, the
factors required for KM to be effective. The outcomes of the analysis demonstrate that
KM in Dubai needs the following prerequisites: a data innovation foundation; a focal
memory and aggregate personality of individuals from the association; multi-dimensional
authoritative structures; shared learning space/TK; and dialogue in human groups. In
addition, knowledge infrastructures in Dubai exist but they are not being utilised

efficiently in relation to KM. This creates the impression that KM is ignored and
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constrained; there is more work to be done as the bases and framework are absent.
Likewise, there ought to be more research on knowledge management (KM) and
organisational performance (OP) in the Arab region and the banking industry specifically,

as the majority of the accessible literature is situated in the West.

2.3.2 Physical Environment

The organisation’s physical environment is recognised as a facilitator for knowledge
sharing and capture. The physical environment includes the design of buildings, location,
size, number, type of offices, and nature of meeting rooms, which play an effective role
in knowledge sharing and capture in an organisation (Becerra-Fernandez et al., 2004).
For instance, most employees gain more knowledge from others through informal
conversation in cafeterias, lunch breaks and office corridors than office manuals and
formal face-to-face communication. In this regard, executive management have to make
arrangements for such places, e.g. open workplaces and chambers in which exchange of
informal knowledge among employees can succeed (Stewart, 2000; Becerra-Fernandez

et al., 2004).

Consequently, focus on research conducted on knowledge management inside public
organisations, and within banks in specific, found that knowledge management practices
inside organisations might be classified as exploitation and exploration (Zack, 2002;
Ichijo, 2006). Knowledge exploitation occurs with the transfer and spread of new
knowledge. On the other hand, the process of knowledge exploration supports the creation
of new knowledge (Curado, 2008). In the bank environment, the knowledge management
system is the ‘source of connecting people, processes, and technology’ (Alrawi &
Elkhatib, 2009). The banking sector depends heavily on the knowledge management

system and often benefits from establishing a centralised communication system based
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on knowledge management systems and techniques (Kridan & Goulding, 2006;

Mizintseva & Gerbina, 2009).

There are two distinct themes in literature in knowledge management within banks. The
first theme focuses on the organisational culture as the most influential element of the
knowledge creation process. The second theme highlights the way in which an individual,
a group, an organisation, on an industry, create, share and disseminate knowledge
(Nonaka, 1994; Nonaka & Takeuchi, 1995; Lee & Choi, 2003; Nonaka et al., 2006;
Nematizade & Branch, 2012; Nejatian et al., 2013). Henceforth, this study is based on the
literature on knowledge management (exploration) to link a supportive corporate
knowledge creation strategy (societal and organisational conditions and management
knowledge vision) and organisational culture that knowledge-intensive banks intend to

pursue.

2.4 Rationale for Use of the Knowledge Creation Model (SECI)

Adopting the organisational strategy of knowledge management as the principal emphasis,
Nonaka is one of the most influential management academics in the felid of knowledge
management (Earl, 2001). According to Nonaka and Takeuchi (1995), the SECI
(socialisation, externalisation, combination, and internalisation) model turn is the key and
most extensively implemented KM idea (Grant & Grant, 2008). This model of explicit
and tacit knowledge focuses on converting individuals’ knowledge into organisations’
knowledge, and it is thought to be the dominant model of KC because it generates various
processes of KM, such as codifying, generating, utilising and transferring knowledge
(Haggie & Kingston, 2003; Rice & Rice, 2005; Aurum et al., 2008; Grant & Grant, 2008;
Mikic et al., 2009). Other influential KM models were produced by Hansen et al. (1999),
Davenport and Prusak (2000), and Bose (2004). However, their models do not include all

of the knowledge processes which were stated in Nonaka and Takeuchi’s SECI model.
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Thus, the comprehensiveness of the SECI - model is the major reason for utilising it in
the present study. In addition, Nonaka and Takeuchi (1995) suggested that their model
(SECI) generates KC and asserted that a number of Japanese organisations had used the
model to produce innovative knowledge. The model has a strong theoretical for use at
national and organisational levels. Understanding of culture and its impact on knowledge
creation together with utilisation of the SECI model will enhance the insight of the firm
into their knowledge creation (KC processes) and the factors that affected it (Haag et al.,
2010). The use of the SECI knowledge creation model in different organisations, for
example, telecommunications, broadcasting, and computer in Spain and the USA has
been broadly recognised (Martin-de-Castro et al., 2008). Furthermore, the SECI model
has been utilised in the banking sector in many countries for analysing the importance of
handling banking knowledge to remain competitive. In the UK, Chee et al. (2000) studied
25 organisations as well as four UK banks to analyse how knowledge management could
add value. In Japan, Yamagata (2002) studied several Japanese Banks such as Sanwa
Bank, Mizuho Financial Group, Bank of Tokyo-Mitsubishi and Sumitomo-Mitsui
Banking. He found out that these banks were transferring internal knowledge but paid no
attention to external knowledge. In the USA, Yamagata (2002) examined the
characteristics of knowledge management in some big commercial banks such as Chase
Manhattan Corporation, Bank of America and Citi Group. He found that these banks
devoted significant consideration to external knowledge. To sum up, the application of
the SECI model has proved useful in explaining the general procedure of KM in banks,

which offers a sound justification for its use in this study.

2.4.1 The Initiation of the SECI Model

The acronym SECI stands for socialisation, externalisation, combination and

internalisation. It is a model of knowledge creation that explains the processes of different
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relations between tacit and explicit knowledge (Nonaka & Takeuchi, 1995). Nonaka
(1994) performed a survey of 105 middle managers in various Japanese organisations,
including Mazda, Honda, Canon and Matsushita in 1993, with a primary aim to research
how knowledge is created and shared in the organisations. Nonaka proposed four modes
of knowledge creation, which explain tacit and explicit knowledge transformation.
Nonaka (1994) explains the socialisation mode as the first mode of transforming tacit
knowledge into tacit and the externalisation process is the second mode, which is defined
as transformation of tacit knowledge to explicit. The combination process as the third
mode, defined as transformation of explicit knowledge into explicit, while the
internalisation process, as the fourth mode, involves transforming explicit knowledge to
tacit. The SECI model is utilised by different Japanese organisations to help in creating
novel organisational knowledge, as this model acts as the motivator of knowledge
creation (Nonaka & Takeuchi, 1995). According to Haag et al. (2010), the utilisation of
the SECI model along with culture and its effect on knowledge creation enhances
understanding of various organisations in knowledge creation and the processes related
to it. Martin-de-Castro et al. (2008) demonstrated that knowledge-intensive organisations
in Spain and the USA such as computers, telecommunications, electronic manufacturing
and broadcasting utilised the knowledge creation model to a great extent. To summarise,
the SECI model’s theoretical support in knowledge management in banks offers a rational

justification for applying it as part of this study.

2.4.2 The SECI Model and Knowledge Creation (KC)

Kao et al. (2011) define knowledge creation as a process that combines current knowledge
in the creation of new knowledge. For Nonaka and Takeuchi (1995), the essence of
knowledge creation is explained by conversion and mobilisation of tacit knowledge of

people. To that effect, the SECI model is known as the catalyst for the KC process. The
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significance of the KC model (SECI) is explained by the organisational knowledge
created by changes taking place between tacit and explicit knowledge at four levels: group,
person, inter-organisational and organisation (Nonaka & Takeuchi, 1995). The
experiences of individuals that occur as a result of relationship with other individuals or
the external environment result in the building of personal knowledge, according to the
SECI model. Meanwhile, the model further highlights the group knowledge that emanates
from the organisation of knowledge from individuals and from the upper-level practices
made known at the inter-organisational level. In addition, Nonaka et al. (2000) opine that
knowledge can be transferable from one organisation to another, which of course, can be

combined to create new knowledge.

All the four SECI process are considered individually in the movement from one level of
knowledge creation to another (Nonaka & Konno, 1998). The interaction between
individuals leads to the creation of personal knowledge and is termed the Socialisation
process (KCS). The enhancement of group knowledge from the personal knowledge of
different individuals and the way this supports formation of organisational knowledge by
saving tacit individual knowledge and group knowledge is termed as the Externalisation
process (KCE). Inter-organisational knowledge along with knowledge formed by
different groups forms the foundation of Combination (KCC). Kao et al. (2011) define
Internalisation (KCI) as the process of explaining organisational knowledge that can be

decoded back to individual knowledge.

Socialisation and externalisation, although essential processes in knowledge extraction,
do not guarantee knowledge creation, as individuals just offer or obtain appropriate
knowledge and thus creating knowledge through socialisation and externalisation can be
challenging (Kao et al., 2011). Kao et al. (2011) explain that effective knowledge creation

occurs at different stages of combination and internalisation, wherein new knowledge is
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created when different individuals combine and internalise the received knowledge
implicitly. We can conclude that the knowledge creation process cannot depend on the
individual characters but also is highly reliant on an environment that supports creativity
and thus ensures success. SECI processes of knowledge creation require various
platforms in which knowledge is created and in order to include the idea for these areas
or platforms in KC, the idea of "Ba" is demonstrated (Von Krogh et al., 2012). Nonaka et
al. (2000) define Ba as the combined setting in motion, in which knowledge is generated,
utilised and shared. Choo and Neto (2010) explains it further, as an idea that encompasses
mental space, for instance beliefs and thoughts, physical space, for instance an office, and
virtual space, for instance books, manuals and messages. Nonaka and Konno (1998)
confirm that tight physical collaboration is essential in shaping a language that is common
among different individuals and socialisation and externalisation are crucial for

individuals to share time and space.

Nonaka et al. (2000) state that knowledge resources act as input, moderating variables
and outputs for the knowledge creation process and available knowledge resources are
assets for an organisation which uses the SECI model. For example, trust between the
individuals in the organisations is increased as a knowledge creation process outcome and
subsequently guides how Ba works as a phase for that knowledge creation process (Von
Krogh et al., 2012). Leadership is another element that facilitates knowledge creation
processes and understanding knowledge resources effectively simplifies the utilisation of
Ba (Von Krogh et al., 2012). Organisations require a knowledge vision that binds
different processes and individuals together and that leads to greater collaboration
between employees while it also restructures the knowledge flow in an efficient manner
(Nonaka et al., 2000). It exemplifies the type of knowledge requirement according to
organisation needs and it is important that top management should develop the vision and

communicate the same with all the members of the organisation. The information
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resource sharing forms the major element in the organisation’s learning vision and the
organisation can be empowered with learning vision and information enhancement. The
knowledge process in the organisation, along with leaders, should develop and stimulate
Ba and this can be done by physical space for instance, meeting rooms, and computer
networks and virtual space, for instance shared vision and goals. As explained by Nonaka
et al. (2000) leaders act as the promoters of sharing the knowledge vision and they need
to get the right mix of people that takes interest in sharing the knowledge vision
effectively. The SECI model acts as the growth stimulant for authoritative knowledge
creation, as explained earlier, and externalisation and internalisation propose knowledge
creation which is pure, while socialisation and combination are related to knowledge
exchange of tacit and explicit knowledge respectively, in the knowledge management
process (Martin-de-Castro et al., 2008). In addition, as Haggie and Kingston (2003),
Aurum et al. (2008), and Mikic et al. (2009), further explain, the SECI model is
recognised as an intensely integrative knowledge management approach that assimilates

a variety of knowledge protocols for creating, storing and sharing knowledge.

The literature review indicated the successful applicability of the SECI model within
various environment settings. In this regard, several studies proved the application of the
SECI model across the IT sector and in some knowledge intensive organisations in the
USA and Spain, in such fields as telecommunication, data processing services, computer
and electronic product manufacturing, internal services providers, web search portal, and
internal publishing and broadcasting (Rodrigues et al., 2006; Martin-de-Castro et al.,
2008). According to Eliufoo (2008), suggestions were made to support the use of SECI
in construction organisations, in particular, the socialisation process, and the vital impact
of SECI emphasises the mechanisms of innovation. Moreover, employing the SECI

model of knowledge creation in several organisational ventures was agreed to enable
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knowledge capture, sharing and creation in several organisational settings (Rice & Rice,

2005).

As mentioned above, many empirical studies demonstrate the validly of SECI in various
organisations or industries. Nevertheless, to this author’s knowledge, no studies have used
this model in the banking sector in Saudi Arabia. The banking environment is a highly
knowledge-intensive sector but banks are required to be efficient in KM to store and
leverage knowledge in order to create competitive advantage (Lamb, 2001; Chatzoglou
& Vraimaki, 2009). From a knowledge management perspective, literature indicates that
creating and managing knowledge in banks is essential to enhance customer loyalty and
experience. To summarise, the details discussed suggest that the knowledge creation
abilities of an organisation can be enhanced with an understanding of the knowledge
creation process model (SECI) (Bryceson, 2007). Nonaka’s model, however, is socially
arranged and comes from a particular setting with the experience of Japanese

organisations and its processes are moulded by values and cultures (Haag et al., 2010).

2.5 The Application of Knowledge Management and the Knowledge Creation

Model in the Banking Sector

In order to have a sustainable and productive competitive advantage, it is important to
have continuous improvement that can be done through change of knowledge, which in
turn adds value and thus brings improvement in performance (Batiz-Lazo &
Woldesenbet, 2006). Smith (2006) stated that efficient firms derive nearly 75% of their
incomes from new products or services which did not exist a few years ago. Therefore,
striving for successful KM is considered highly significant by organisations (Markatou,
2011). The management of knowledge in banking operations is very crucial, considering
the banking industry as one of the most knowledge-intensive sectors. The knowledge

creation model (SECI), as discussed in previous sections, has been proven to be an effect
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way to understand KM. This section of the study explains the utilisation of the SECI
model in the banking industry. According to Ping and Kebao (2010) and Shih et al.
(2010), customers are the heart of the banking industry, so banks need to utilise customer
knowledge and design products or services as per customer needs. Banking work is not
just routine, but involves critical thinking, adapting to change, utilising the web and
complex assignments (Miles, 2011). Chatzoglou and Vraimaki (2009) and Mizintseva
and Gerbina (2009) state that banks require all this information in order to run their
business which forms part of their banking operations. The globalisation of capital
markets has been the driving force for the banks to play a significant role in the
development of the economy by efficient handling of information in their banking

operations and developing new knowledge.

Kridan and Goulding (2006) and Cebi et al. (2010) described that in order to improve
banking operations and enhance performance it is important for banks to concentrate on
gathering appropriate data for their banking information. As described by Yamagata
(2002); Mizintseva and Gerbina (2009), knowledge management plays an important role
in banking operations by supporting risk management, human abilities and customer
relationship management. Banks need to develop customer relationships and develop a
sense of trust and confidence in their customers. Developing customer relationships
enhances customer loyalty and capability and thus enhances banking performance
(Ribiere & Chou, 2001; Mizintseva & Gerbina, 2009). Banks depend on their branches,
organisational processes or arrangements, and representatives who interact with clients

(Yamagata, 2002).

Knowledge sharing practices are the first step that needs to be established by an
organisation that develops a custom of sharing information built on a foundation of trust

among staff members. Information is power and that can pose a challenge for an
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organisation; individuals may oppose knowledge-sharing as it may mean relinquishing
their power. In addition, the absence of trust, inspiration or previous connections can also
pose a challenge in knowledge sharing in organisations (Goman, 2004). Barachini (2009)
explained that data quality is highly dependent on willingness to collaborate and to share
information. Organisations must strive to enhance cooperation and inspiration through
various training measures that stimulate information sharing (Cabrera & Cabrera, 2005;
Barachini, 2009). Maier and Remus (2003) and Mizintseva and Gerbina (2009) stated that
knowledge management in banks should be both human and technology-oriented, engage
all people, utilise skilled people, and develop a practice of dominant information
exchange. This is similar to the socialisation and internalisation process of SECI, wherein
human-arranged knowledge management is significant in terms of customising
knowledge through training programmes, improving KS and developing communication

(Maier & Remus, 2003).

Knowledge management was first applied at the World Bank in the year 1996 and was
then applied by some banks in various developed nations such as Spain, USA, UK,
Canada, Germany, Portugal and Japan. Subsequently, KM was then applied in banks of
various developing nations such as Malaysia, Lebanon, Tunisia, UAE and Libya.
Ramalingam (2005) highlights that in 1996, the incoming president at World Bank started
with the idea of applying knowledge management by making the World Bank a
knowledge bank and a primary part of a new information collaboration. The directors of
the World Bank recognised this novel idea and the importance of managing knowledge
for the bank and with this, the World Bank then provided technological and human
processes that supported sustaining KS and KC practices, for instance, establishing
consultative services, developing practice groups and establishing online base for
information. (Cohen & Laporte, 2004). King and McGrath (2004) explain that, to sustain

KS so as to meet customer needs, the World Bank took the initiative and opened 15
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knowledge centres in Africa with the aim of creating knowledge leaders linked to human
asset improvement activities. Cohen and Laporte (2004) states that an extensive external
and internal network that includes portals, intranet, and databases among others was

established by the bank, which promoted all these activities.

2.5.1 Knowledge Management in the Banking Sector of Developed Countries

In Japan, Kubo et al. (2001) in a study on KM illustrate several example, such as Michiko
Bank, that introduced KM human-oriented processes. The distribution of knowledge
happened through social communication arrangements that include job rotation, in-house
preparation and social networks. Mizintseva and Gerbina (2009) describe another case of
human-arranged knowledge management, the Japanese bank of Tokyo-Mitsubishi
Limited, wherein the knowledge-handling scheme established by the bank, called the
‘Information Market System’ allows exchange of information between its clients and
employees. This scheme was developed with the aim of upgrading information exchange
between clients and staff, and which drove staff to get involved with corporate and retail

sector clients.

Several banks, as according to Yamagata (2002), such as Mizuho Financial Group, Sanwa
Bank, Bank of Tokyo-Mitsubishi, Mizuho Financial Group and Sumitomo-Mitsui
Banking were above par in terms of information exchange and gathering information,
however; they ignored the external information. The emphasis on long-lasting
employment is higher than on external recruitment in the Japanese work structure, which
is the main challenge to gathering external information. In all these banks, knowledge
management was human-arranged through various methods such as employment rotation

every 3-4 years, training plans, and face-to-face interaction among others.
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Summarising the above discussion, these research studies demonstrated that Japanese
banks were largely human-situated and with minimal reliance on technology to manage
knowledge. Inside information was considered highly significant as compared to external
information. Inside information was circulated or shared via training programmes, social
programmes and job rotation. The Japanese (Eastern) culture depicted in various Japanese
banks is very similar to that of Saudi banks and this study utilises the same approach as

used in the Japanese banking system.

In the UK, a study on 25 worldwide associations including four UK banks was done to
examine the role of knowledge management in adding value (Chee at al., 2000). The
results of the study illustrated that the attention of the respondents was on the idea that
information gathering and sharing can involve both humans and technology. It found that
information sharing was done by individuals collaborating with other individuals and
with supporting developments such as intranet, web and various search technologies. The

results also explained the issues of motivating workers in information sharing.

In the USA, a study was conducted on various banks such as Continental Bank, Bank of
America, Chase Manhattan Corporation and Citi Group, which recognised the rudiments
of knowledge management (Yamangata, 2002). US banks gave higher importance to
external information as compared to their Japanese counterparts, particularly due to their
reliance on hiring individuals from outside who are equipped with new information and
are from different fields, such as information technology. One of the important elements
that was identified was the migrant population from different countries across the world,
which gives the opportunities to it us banks to select credible representatives with novel
information from different countries. Also, frequency of people exchanging the jobs is
quite high in the USA. Smith (2004) analysed knowledge management techniques in US

banks and research by Pittsburgh National Corporation (PNC) Bank demonstrates that
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PNC rely heavily on codification through transformation of tacit into explicit knowledge
and then into gigantic databases. In addition, PNC developed intranet networks that
allowed users to get access to the bank’s website and web pages, which was a key factor

in learning improvement through information sharing.

In Canada, Grant and Grant (2008) did a study on knowledge management in the retail
banking of the five Canadian banks. They discovered on understanding in regard to
employees’ skills and the customer knowledge needed for knowledge management. As
explained by Grant and Grant (2008), there was need of a knowledge management culture
that could instil better communication between employees and clients. The collaboration
between outside clients and employees was still in a nascent stage, particularly due to the
absence of incentives required for information sharing. Royal Bank of Canada (RBC)
relied on technology that allowed them to share information with customers through the

internet in what was termed the FX-Direct project (Choo & Johnston, 2004).

In Turkey, the relation between knowledge management processes and practices and
organisational performance was studied through quantitative methods within the banking
industry (Cebi et al., 2010). Various activities such as developing a systematic structure,
databases and knowledge classification flow were utilised, that supported creation of new
knowledge about the risk associated with clients’ business. To analyse the findings,
regression analysis was done, which demonstrated that the knowledge management

process affected the performance of the bank positively.
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2.5.2 Knowledge Management in the Banking Sector of Developing Countries

The Asian Development Bank had a separate department that focused specifically on
improvising the stream of information process through technology utilisation. The bank
was set up in 2002 and the separate department known as the “knowledge committee”’
dealt with information. Employees were motivated to use data painlessly through
utilisation of knowledge management applications with a unique set of databases. The
different aspects of the SECI model were utilised and it was found that the department
externalised explicit information through a documentary process. It also socialised
knowledge through various seminars and workshops. However, there was no sign that the

process was echoed in Asian Development Bank.

In Mauritius, an empirical study on understanding of the KM strategies and KM idea
utilised by commercial banks (Vencatachellum & Jeetac, 2008) demonstrates that 40%
of the respondents specified that the top banks in Mauritius utilise a codification
procedure, meaning they utilise information technology from individuals to the archive
in exchanging information. On the other hand, a high percentage of respondents (80%)
indicated that few banks do information exchange through socialisation mode with one
to one conversation. The banks in Mauritius ignored the opportunity to change tacit
knowledge into explicit knowledge, which indicates that externalisation was not practised
in the banks. The study conducted by Vencatachellum and Jeetac (2008) demonstrated
that Mauritian banks emphasised internalisation and socialisation as their fundamental
KCP. Socialisation components such as job training, teamwork, job rotation and one-to-
one dialogues were utilised by the banks, while the study did not provide any details
regarding the internalisation process in the banks. Externalisation and combination were
not significant for knowledge creation, even though the banks’ primary knowledge

management strategy, which was codification. There was high dependence shown by the
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banks on internalisation and socialisation which further related to a personalisation
strategy and with no reward strategy in place in the majority (90%) of the banks there was
no assurance of an effective knowledge transfer process. The majority of the Mauritian
banks did not handle explicit knowledge through combination and externalisation
properly. Also, there were challenges faced by banks in applying knowledge sharing to

control tacit knowledge proficiently through socialisation and internalisation processes.

In Malaysia, there was a study on Malaysian commercial banks and their adoption of
knowledge management process by Ali and Yusof (2004). The analysis of the variables
shows that KM factors were important to endorse customer relation management (CRM)
in banking. KM allowed staff and clients to exchange information and meet customers’
meets in an efficient way. Another study on two Malaysian banks demonstrated utilisation
of knowledge management was still in nascent stage even though knowledge
management concepts were known to the banks (Ali & Ahmed, 2006). The Tiger Bank
focused on the codification process of knowledge management and the Camel Bank
focused on a personalisation process, which differentiated the aspects of knowledge
management utilised in the two banks. Camel Bank was technology oriented, whereas
Tiger Bank was technology and human oriented, and the recommendation of the study
was that banks should combine codification and personalisation processes. Different sets
of motivational variables consisting of extrinsic elements, namely IT and organisation
culture; and intrinsic variables, namely trust and learning were analysed (Tan et al., 2010).
The analysis depicted that all the motivational variables positively affected the knowledge

sharing process and the information technology had quite a significant impact.
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In UAE, a study conducted on the adoption of knowledge management in the banking
industry by Alrawi and Elkhatib (2009) was done through a survey method. The research
focused on examining the knowledge management in the banking operations of Abu
Dhabi by researching the ideas of knowledge creation, sharing and acquisition. The 72
managers who participated in the survey confirmed the importance of knowledge
management practices to give new information; however, they recognised that knowledge
management practices were still in nascent stages in UAE banking industry and the banks
needed to develop an environment of trust to support the development of knowledge

sharing and develop long-term organisation strategies.

In Egypt, a study conducted to examine the SECI model and its impact on innovation in
Egyptian banks (Easa, 2012). It revealed that all modes of SECI were utilised by Egyptian
banks and it also demonstrated that the internalisation and combination processes were
more significant to create, gather and share knowledge. The documenting of outcomes of
internal dialogues in the banks specified the transformation of tacit into explicit
knowledge and the study concluded that the SECI model positively impacted innovation.
Innovation was reflected in the surge in idea generation for banking products and services.
In addition, this research proposed that the externalisation process was not the significant
resource of knowledge creation, and this result differs from the study conducted by

Nonaka and Takeuchi (1995).
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2.6 Chapter Summary

The significance of knowledge has urged organisations to give careful consideration to
dealing with it effectively (Choi et al., 2008). The development of KM might be
associated with Nonaka's SECI model of KC, based on Polanyi's thoughts of individual
information being hierarchical and handy (Mikic et al., 2009). The knowledge conversion
model (SECI) proposes that knowledge can be made by opening up individual
information to be a piece of the learning system of the association by converting tacit
knowledge (TK) into explicit knowledge (EK) and transforming knowledge from the
person to organisational level (Nonaka & Takeuchi, 1995). Finally, this chapter provides
an overview of the concepts of knowledge and knowledge management and their usage
in the SECI model with particular emphasis on banking industry. Hypotheses

development and research model are presented in the next chapter.
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CHAPTER 3: LITERATURE REVIEW, HYPOTHESES DEVELOPMENT
AND RESEARCH MODEL

3.1 Introduction

This chapter gives a broad outline of the literature and related studies, prompting the
acknowledgement of the rationale behind the choice to conduct this specific research. The
association between organisational culture, knowledge creation process, organisational
creativity and performance from prior studies is examined to distinguish the factors of
KM and its roles that have been studied and to find which aspect of these factors has more
impact on organisational performance. The limitations of past research are identified, in
order to distinguish any gap in the literature and to construct the theoretical model and
hypotheses of the study. The particular concentration of this chapter will be on the impact
of organisational culture and the four modes of knowledge creation on organisational

performance.

3.2 Knowledge Management Enablers

In the SECI model, KCP is grounded on all approaches that enhance socialisation,
externalisation, internalisation and combination. Actually, this requires a suitable setting
in which there are favourable conditions for the creation of knowledge. In general, the
tacit type of knowledge is essential to develop a positive situation in order to make it
explicit and to transfer it to the organisation’s members. Kimaiyo et al. (2015) claimed
that all processes of KM are vital for improving organisational performance (OP).
Organisations are recommended to apply KM persistently by making new knowledge,
changing knowledge into new systems, gaining from previous experience, and ensuring

the organisations’ insight, keeping in mind the end goal to accomplish better OP.
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Recently researchers in knowledge management have directed their interest to three main
factors affecting knowledge. The first is knowledge enablers (influencing factors or
critical success factors), which are organisational tools for promoting knowledge
constantly (Lee & Choi, 2003). The enablers can motivate protect the knowledge,
knowledge creation process and enable the involvement of knowledge in an organisation.
They include organisational culture, organisational structure and technology (Lee & Choi,
2003; Berraies et al., 2014). The second factor is the knowledge creation process, i.e.
creating new knowledge through knowledge management activities. Wang and Wang
(2012) stated that tacit and explicit knowledge involvement are positively related to
innovation rapidity and fineness. The third influencing factor is organisational
performance, which is defined as the degree to which a company attains its goals.
Moreover, combining current knowledge and generation of new knowledge lead to
innovation (Garcia-Morales et al., 2008). In actuality, numerous KME has been

recognised in the prior studies.

Nonaka and Takeuchi (1995) recommended that the factors that enable the knowledge
creation process (KCP) are the intention, fluctuation and creative disorder, and autonomy
related to the synthesis of an appropriate place that stimulates the creation of knowledge.
Such aspects include executive measures and organisational culture. Several researchers,
academics and policy makers (Nonaka & Konno, 1998; Lee & Choi, 2003; Jeng & Dunk,
2013; Nejatian et al., 2013; Berraies et al., 2014) studied the organisational KME and
claimed that organisations should develop common spaces or ‘ba’ for the purpose of
enhancing knowledge creation. Successful knowledge management depends on choosing
the key enablers. This will enhance utilisation of the organisation’s limited resources,
material and time, and reduce the use of manpower, but ensure achieving the expected
results (Yeh et al., 2006). Nejatian et al. (2013) also conducted a survey to evaluate the

effect of knowledge management enablers on the knowledge creation process. The survey
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results indicated that there is a positive impact of knowledge management enablers on the
knowledge creation process. Moreover, the survey found that most of the studies
conducted on different cases found that learning, trust and collaboration have a direct and
significant influence on the knowledge creation process. On the other hand, the survey
found that centralisation and formalisation have a negative direct influence on the
knowledge creation process. Nonaka et al. (1995), Yeh et al. (2006), Ho (2009), Soon and
Zainol (2011), Theriou et al. (2011) and Berraies et al. (2014) mentioned several

knowledge management enablers; they are presented in the following table:

Table 3.1: Summary of Knowledge Management Enablers

Author Year Enablers

Nonaka et al. 1995 Knowledge vision, manage conversations, mobilise
knowledge activists, creating the right framework,
and globalise local knowledge.

Skyrme & 1997 A strong link to business imperative, a compelling
Amidon vision & architecture, knowledge leadership,
knowledge creating and sharing culture, continuous
learning, a well-developed technology, infrastructure
and systematic organisational knowledge process.

Liebowitz 1999 Strategy with the support of senior management, CKO
or equivalent and KM infrastructure, knowledge
ontologies and repositories, KM systems and tools,
incentives to encourage knowledge sharing, and
supportive culture.

\Von Krogh et 2000 Installing knowledge, vision, managing

al. conversations, mobilising knowledge activities,
creating the right context and globalisation local
knowledge.

Holsapple & 2000 Culture, leadership, technology, organisational

Joshi adjustments, employee motivations, and external
factors

Lee & Choi 2000 Organisational culture, corporate culture, people, and
information technology

Davenport & 2002 Leadership, performance measurement,

Probst organisational policy, knowledge sharing and
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acquisition, information systems structure,
benchmarking and training.

Bixler 2002 Leadership, organisation technology, and learning.

Mathi 2004 Culture, KM organisation, systems and IT
infrastructure, effective and systematic processes and
measures.

Oltra 2005 Strategy motivation, people, and information
technology

Yeh et al. 2006 Top managements' support, forming of an atmosphere

and culture of sharing, people, employee incentive
program, and informational technology.

Chong 2006 Management commitment, knowledge friendly
culture, people, and information technology

Bishop et al. 2008 Strategy & leadership, corporate culture, people, and
information technology

Singh 2008 Leadership style and employee effort

Ho 2009 Factor strategy and leadership

Soon & Zainol 2011 Learning

Berraies et al. 2014 Organisational culture, organisational structure,
leadership, IT support

Concerning the meaning of KC, a few stages are to be taken for diagnosing organisational
KC. Recognition of knowledge management enablers (KMEs) is the most essential and
indispensable step to guarantee the accomplishment of acquiring KM (Wu et al., 2010).
KMEs constitute a system to create, share, and secure the information of an organisation
and in this way invigorate the KCP. Not only are they driving drive for the KC, but also
they are thought processes by which people in general impart their insight and experiences
to each other (Yeh et al., 2006). Past research demonstrates that the significance of KMEs
in KM is strongly highlighted. Ho (2009) found that KMEs impact performance. Various
types of knowledge management have been presented in the literature. Nonaka and
Takeuchi (1995) have identified five fundamental empowering influences that support

the SECI. In another characterisation, Von Krogh et al. (2000) offered five KMEs to
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enhance the innovation procedure in organisations. Szulanski (2003) noted nine vital
deterrents that could bring about information stickiness. Organisational culture,
employees (people), information technology (IT) and organisational structure are
recognised by many specialists as the four key empowering influences that appear to be

most influential (Leonard-Barton, 1995; Ichijo et al., 1998; Sawhney & Prandelli, 2000).

In this study, we concentrate on the organisational culture. According to Holsapple and
Joshi (2001), firms should create a suitable culture that inspires employees to create and
share knowledge inside their firms. In this respect, Care is an important enabler for
managerial relations (Von Krogh, 1998). Based on the idea of care, the present study
emphases on trust, collaboration and learning (Eppler & Sukowski, 2000; Lee & Choi,
2003). This study emphasise how organisational culture impacts each mode of the
knowledge creation process in the SECI model of Nonaka and Takeuchi (1995), which
affects organisational creativity and influences organisational performance. Thus, the

following sections will concentrate on these issues.

3.2.1 Organisational Culture

Organisational culture can be characterised as a special framework within which values
are communicated and the conduct of workers is developed in a uniform manner (Jeng &
Dunk, 2013; Schein, 2017). Organisational culture is concerned with the behaviour of
humans within an organisation and the importance that people assign to those behaviours.
It is one of the most essential concepts for the effective use of KM (Demarest, 1997,
Davenport & Prusak, 1998; Gold et al., 2001). Chase (1998) revealed that 80% of
participants recognised organisational culture as the most vital variable for KC.
Organisational culture is also a part of the fundamental framework for the use of KM,
because it has a great deal of influence on how an organisation acknowledges and

encourages KM. The culture decides what knowledge is profitable and what information
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must be maintained to secure an economically inventive and favourable position (Long,
1997). It is additionally critical to note that, for the fruitful use of KM practices, major
social change is frequently fundamental. For example, the conventional model of ‘pay for
performance’ ought to be traded for another framework that considers knowledge sharing
(Jeng & Dunk, 2013). In addition, the failure of numerous knowledge exchange
frameworks is regularly an effect of cultural components, as opposed to a lack of

innovation (Pirkkalainen & Pawlowski, 2013).

Organisational culture is considered a key to good performance, but, on account of the
many differences in corporate organisational cultures, many of which are often competing,
it can have different effects. Meyerson and Martin (1987) stated that different views of
organisational culture are the result of numerous, often competing, cultural influences at
multiple levels within firms. Accordingly, adopting the same strategies in organisations
in the same industry and in the same location does not lead to the same results (Kandula,
2006). A positive and solid culture can make a normal individual perform and accomplish
exceptionally, whereas a negative and weak organisational culture may cause a
remarkable worker to fail to meet expectations and result in a lack of accomplishment. In
this way, a strong culture has a dynamic and direct role in the execution of administrative
duties. Murphy and Cleveland (1995) trust that inquiries on culture will add to an
increased comprehension of execution administration, and Magee (2002) argues that,
without considering the effect of authoritative culture, authoritative practices, for example,
and organisation performance could be counterproductive, because the two are materially

dependent, so that change in one will affect the other.

Organisational culture is an agent of social attachment and gives workers a feeling of
identification. Culture is a framework that operates under the premise of correspondence

and mutual understanding. If these capacities do not work agreeably, the culture may lead
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to a reduction in the effectiveness of the organisation (Armstrong, 2004). According to
Smircich (as cited in Tousi, 1993), culture inspires us and gives us the mettle to discuss
topics beyond the specialised processes of an organisation. Organisations that have access
to culture and take advantage of it can free themselves from constraints and make new
arrangements. Becoming comfortable with organisational culture impacts is a successful
means of promoting comprehension, translation, education and organisational changes

(Alvani, 2009).

Organisational culture has a twofold effect of reinforcing and hindering KM
(Seyedyousefi et al., 2016). According to Naranjo-Valencia (2016), one of the real
obstacles to KM execution in organisations is their organisational culture. An awareness
of social change is considered one of the most essential parts of any KM framework.
Organisational culture as a basic component, identified by its organisational nature, is a
social framework based on guarantees about the arrangement of knowledge management
use and hierarchy. In a similar manner, organisations ought to build appropriate cultures
for the execution of KM (Corfield & Paton, 2016). Likewise, Gold et al. (2001) noted that
the execution of knowledge management will be compelling if organisational culture
improves it. Such a culture ought to empower trust, collaboration and learning among
representatives. In addition, Gold et al. (2001) claims that a participative culture is an
imperative framework, because it is through such an approach that individuals in a culture

communicate and share their thoughts and information.

The culture should encourage three aspects, which are trust, learning and collaboration
among employees (Gold et al., 2001). Trust is a key aspect of organisational culture since,
without a high level of mutual trust, people will not share knowledge with each other, if

there are suspicious of each other's intentions and behaviour. Hence, knowledge
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management will be encouraged by creating a relationship based on trust among

individuals in the organisation.

Another of the requirements of implementing knowledge management is to promote a
learning culture. Promoting such a culture will constantly engage people in the process
of creating knowledge in an organisation will also encourage them to learn. Organisations
need an environment with a learning culture that should occur at all levels of the
organisation in order to achieve successful knowledge management. In a learning culture,
people are looking for problems and they will be encouraged to learn. Through learning,
for instance, learning to implement tools, knowledge management will be enhanced. By
promoting a culture of learning, the knowledge management capacity and implementation
will be increased. According to Ndlela and Toit (2001), three concepts are required:
learning, innovation change, culture change, in order to build learning capacity in
organisations. Henceforth, the organisations will be sustainable, successful, progressing

and learning from others and are constantly learning.

In addition, organisations require strong relationships, collaboration and an environment
of closeness and fellowship (collaborative culture) to accomplish knowledge
management. In such a culture, people support and help each other and they will share
the required knowledge for doing their organisational activities. Therefore, the
application of knowledge and developing new ideas and techniques in the organisation
become easy. Interest or lack of interest in authoritative culture could affect the

implementation of knowledge management in organisations.

According to many scholars and experts, organisational culture is the greatest
distinguishing element for KCP’s success (Nonaka & Takeuchi, 1995; Lee & Choi, 2003;
Gururajan & Hafeez-Baig, 2012; Jeng & Dunk, 2013). Nejatian et al. (2013:109) claimed

that “culture provides the basic infrastructure for the implementation of knowledge
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management system”. Davenport and Prusak (1998) emphasised that a knowledge-
friendly culture creates a suitable environment for the knowledge management process.
Specifically, authors discovered the essential features of organisational culture that
positively affect KCP. Organisational culture incorporates three noteworthy factors: trust,
collaboration and learning. These factors are known as the principal variables to
accomplish on organisational culture that supports KM (Von Krogh, 1998; Eppler &
Sukowski, 2000; Lee & Choi, 2003; Nejatian et al., 2013). The associations among these

three cultural features and KCP are investigated in this study.

3.3 Knowledge Management Processes

To accomplish competitive advantage, organisations must develop the ability to use prior
knowledge, to appreciate the value of new information, integrate it, and implement it to
create new knowledge and capabilities (Cohen & Levinthal, 1990). Many researchers
have emphasised the importance for effective knowledge management to have proper
capabilities (Gold et al., 2001; Gray, 2001). The success of an organisation can depend
on the extent to which the members develop their capabilities through the knowledge
creation process (Nonaka & Takeuchi, 1995). In other words, individuals who are
knowledge-providers generate new knowledge through research; innovation projects,
experiments, observations and so on. Also, it is important for knowledge management to
make knowledge accessible and usable within or between chosen organisations for the
enhancement of the creation of competitive advantage. Nonaka and Takeuchi (1995)
added another dimension, which is the relationship between explicit and tacit knowledge,
as implemented in their four-dimensional knowledge conversion model (i.e. the SECI
model), including socialisation, externalisation, combination, and internalisation.
Meanwhile, the process continues taking different dimensions through the spiral process

of knowledge creation. Knowledge management processes are taken to be a base for
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organisational standards and social relations among individuals. Knowledge, however, is
shared and converted after it has been created by practice, partnership, coordination, and
education. To sustain a competitive advantage, it is important for the managers in an
organisation to understand knowledge creation and transfer (Nonaka & Takeuchi, 1995;

Davenport & Prusak, 1998; Gupta & Sharma, 2004).

Knowledge creation needs employees' acceptance, obligation, commitment, creativity
and team-oriented communication of information. Employees’ commitment is an
essential factor in determining the knowledge creation process (Lee & Choi, 2003).
Individuals come up with new ideas, new concepts or innovative products, as knowledge

creation passes through five phases (Nonaka & Takeuchi, 1995):

1. Sharing tacit knowledge — resembles socialisation;

2. Creating concepts — new knowledge is converted into explicit knowledge by
constructing new concepts;

3. Proof of concept — justification for new concepts is set, which enables the
progress of the organisation;

4. Building a model — new knowledge is transformed into a model, prototype or
operational mechanism; and

5. Dissemination of knowledge — the organisation spreads the new knowledge

throughout the company.

Knowledge securing is relied upon to affect authoritative execution. It includes the means
of gaining information from either inside or outside of the organisation (Cho & Korte,
2014). Proper procurement of learning builds the supplies of information accessible to
the organisation, accordingly giving organisations better ability to agree on auspicious
choices that are fundamental to organisational performance (OP). The learning obtained

must be sorted out, coordinated and displayed effectively so as to be helpful (Reisi et al.,
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2013). Remarkably, organisations may acquire new knowledge within and/or outside the
organisation. Perhaps, in the knowledge that comes from within the organisation, the
individuals and the independent networks involved with its creation usually have
similarity. It is, therefore, worth mentioning here that most research studies put more
weight on internal factors of the organisation. Moreover, according to Nonaka et al.
(2000), the studies that consider external factors focused on individuals as they obtain

and diffuse external knowledge.

Nonaka and Takeuchi (1995), moreover, categorised knowledge into two types, namely:
tacit (intangible) and explicit (tangible) knowledge. In broad terms, tacit knowledge is
created by internal personal processes and held in human beings as an outcome of
experience. Meanwhile, explicit knowledge is sometimes defined as ‘know-what’ (Brown
& Duguid, 1998). A knowledge exchange protocol, in addition to convincing narratives,
could be used to better develop the movement of tacit knowledge and explicit knowledge.
The knowledge exchange protocol is notably, a process that structures the information
exchange between recipients of information in a systematic way (Herschel et al., 2001).
It is, therefore, strongly believed that these protocols make the tacit to explicit conversion
process which is very important in making the process productive and, ultimately,
efficient. The organisation uses its human capital to exchange tacit knowledge (TK),
which becomes the base for further advancement (Nonaka et al., 2000; Lee & Choi, 2003).
Therefore, the model of the knowledge creation process changes knowledge into business
and brings about product development or process change (Nonaka et al., 2000; Lee &
Choi, 2003). Such knowledge empowers organisations to coordinate and develop
emerging knowledge (Nonaka, 1994), and they can make new information and create a

new product at a lower expense and more rapidly than competitors do (Droge et al., 2003).
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From the above, when organisations are better at knowledge creation, they are more likely
to accomplish growth, profit, and efficiency. It is believed that the knowledge creation
process is crucial in light of its positive association with operational performance. Figure
3.1 starts by combining explicit and implicit knowledge, from inside or outside of the
organisation, through communication involving internal networks. Then, this knowledge
is converted into new knowledge by implementing the four modes of the Nonaka’s

creation model.

Figure 3.1: New Knowledge Creation Process Within or Outside the Organisation
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The source of external knowledge is re-examined and spread broadly through interactions
between suppliers, customers, competitors, partners/alliances, external experts,
government agencies, research and development (R&D) personnel, and others (Gebert et
al., 2002). Technical innovation could be affected directly through the capability to obtain
knowledge. Knowledge creation is attained by the continuous transfer, combination, and
conversion of different types of knowledge. This can be achieved by users’ practice,
interaction and learning (Frost, 2010). The enabling conditions for knowledge
management are a clear vision, mutual trust, dialogue, diversity, knowledge activities,
supportive context and knowledge leveraging (Song, 2008). It is necessary to combine

explicit knowledge and tacit knowledge to create new knowledge. Organisational
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knowledge is created through **a knowledge spiral** across the four modes of knowledge
conversion. It may start from any mode but usually begins from socialisation. In addition,
it is driven by organisational intention, which is an organisation’s aspiration towards its
goals. Empirical research conducted at the Kennedy Space Centre (KSC) by Becerra-
Fernandez and Sabherwal (2001) revealed that all the knowledge management processes
in the SECI model, except externalisation, had a positive impact on the expected cell of
the spiral model. i.e. socialisation, externalisation, internalisation, and combination. At
the overall level, knowledge satisfaction was affected by combination and externalisation,
but not internalisation and socialisation. Many researchers have contributed to the
knowledge management concept (Nonaka, 1991, 1994; Von Krogh, 1998; Dixon, 2000;
Von Krogh et al., 2000; Tsoukas & Mylonopoulos, 2004). They have also discussed the
knowledge conversion process, mainly the interaction between tacit knowledge and
explicit knowledge. In enhancing the communication between organisations, the
knowledge management process benefits from technologies such as e-mail and video
conferencing. Moreover, during the new product development process, computer
simulations enable knowledge management through experimentation with multiple plans.
This is known as the internalisation knowledge management mode. In addition, physical
or virtual models enhance the externalisation of knowledge management activity by

making tacit knowledge of specifications explicit (Matthews, 2003).

On the other hand, social capital is required to enhance the combination and exchange of
knowledge for creating new knowledge (Gold et al., 2001:187). Social capital is “the sum
of actual and potential resources embedded within, available through and derived from
the network of relationships possessed by a social unit”. This should be encouraged
formally and informally. This type of interaction and collaboration is important when
attempting to transmit tacit knowledge between individuals or when converting tacit

knowledge into explicit knowledge (Gold et al., 2001).
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Nonaka’s knowledge creation model came into being through reviewing several
cases/studies. This model was taken to be very important since it is precise/concise and
distinct. Moreover, it contributes very much to organisational knowledge creation.
Nonaka and Takeuchi (1995) emphasised the critical importance of knowledge creation
to the long-run achievement of the organisations. As Nonaka and Takeuchi (1995) put it,
knowledge creation and the conversion process are derived on two dimensions. The first
implies that only individuals create knowledge, and the second has the stand that
knowledge is the interaction between tacit knowledge and explicit knowledge. Both
dimensions affect the basis for outlining the four processes of creation and conversion of
knowledge: socialisation, externalisation, combination and internalisation. Nonaka’s
theory has been explained as one of the most influential and best-known models in the
knowledge management and strategy literature (Choo & Bontis, 2002). The model has

undergone considerable review since 1995 according to Nonaka and Takeuchi (1995).

Nonaka and Takeuchi (1995) developed a five-phase model of the knowledge creation
process based on the four different ways of knowledge conversion as internal dynamics
of knowledge creation. They are sharing tacit knowledge, creating concepts, justifying
concepts, building an archetype and cross-levelling knowledge. Nonaka and Tackeuchi
(1995) explored the organisational conditions that appear to be necessary to promote a
continuous knowledge creation process, and identified the five primary knowledge

creation-enablers as follows:

1. Intention: It takes the form of organisational strategy in the form of business
settings related to the efforts to achieve goals. The purpose of these efforts to

judge the reliability and significance of a new portion of knowledge.
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2. Autonomy: There are a number of independent employees who are able to
explore opportunities, and find valuable information which could motivate
creating new knew knowledge.

3. Fluctuation and creative chaos: The existence of managerial activities which
challenge inflexible routines and rational frameworks.

4. Redundancy: The interaction between employees and departments about
various business activities, management responsibilities and the company as a
whole.

5. Required Variety: Combining scattered available information between the

employees and the organisation in a quick and flexible way.

3.3.1 Knowledge Conversion Modes

Knowledge creation appeared as a phenomenon in the knowledge management literature
(Nonaka, 1994). According to Nonaka (1994:5), “successful companies are those that
constantly create new knowledge, distribute it extensively throughout the organisation
embody it in new technologies and products.” Empirically, knowledge comes from a
dynamic process that entails a repeated discussion between explicit knowledge and tacit
knowledge (Nonaka, 1994) and the model utilised for knowledge conversion is known as
SECI model. In KCP, a ‘knowledge spiral’ (see Figure 3.2) is generated, where tacit and
explicit knowledge supplement and respond to each other through four transforming
processes; namely: socialisation, externalisation, combination and internalisation. To this
effect, personal knowledge is steadily validated by combining others’ knowledge through
the four processes of the knowledge conversion spiral (Nonaka et al., 2006:5). Steady and
functional influence between tacit and explicit knowledge always take place at the
individual, group and organisational levels, changing the knowledge spiral in order to

enhance the KCP (Nonaka & Takeuchi, 1995; Von Krogh et al., 2000). Conceptually, the
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study by Nonaka is based on the work of Polanyi, which categorised knowledge as
explicit and tacit. The tacit knowledge is individual and includes experience, reflection,
internalisation or individual talent. Explicit knowledge is formal and can be easily
communicated, documented, transformed, while tacit knowledge is hard to capture,
communicate and share. In order to understand the technique of the SECI model, a brief

overview is important. Therefore, each of the four processes will be defined below:

Figure 3.2: SECI Knowledge Conversion Model by Nonaka and Takeuchi (1995)

Tacit Explicit
Socialisation Externalisation
tacit =¥ tacit tacit =» explicit
Sharing tacit knowledge among Articulating tacit knowledge into
individuals explicit concepts
Tacit Explicit
Internalisation Combination
explicit =» tacit explicit = explicit
Embodying explicit knowledge into Combining different entities of
tacit knowledge explicit knowledge

The socialisation mode (from tacit to tacit) is the “process of sharing experiences through
social interaction (or socialisation) and thus creating tacit knowledge, such as shared
mental models and technical skills” (Nonaka & Takeuchi, 1995:62). In the first mode,
knowledge is converted through face-to-face conversion to create a new type of
knowledge, where tacit knowledge is shared among individuals in an organisation

(Nonaka et al., 2000).
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The externalisation mode (from tacit to explicit) is “the key to knowledge creation,
because it creates new explicit concepts from tacit knowledge” (Nonaka & Takeuchi,
1995:66). In the second mode of the knowledge conversion, where tacit knowledge is
converted to explicit knowledge, ideas shared by individuals generate new perceptions.
This could be reached by issuing useful reports about the relevant externals, using a
skilled person’s advice for setting the training programme subjects, reports writing by
staff about the results of their daily activities and attending meetings, seminars,
workshops and training programmes, and documenting the results. (Nonaka & Takeuchi,

1995; Nonaka et al., 2000).

The combination mode (from explicit to explicit) is the “reconfiguration of existing
information through sorting, adding, combining and categorising of explicit knowledge
(as conducted in computer databases) can lead to new knowledge” (Nonaka & Takeuchi,
1995:67). In the third mode, people group diverse sources of explicit knowledge into
systemic knowledge, such as a new report, phone conversation, established through a

meeting, etc (Nonaka et al., 2000).

The internalisation mode (from explicit to tacit) is facilitated “if knowledge is verbalised
or diagrammed into documents or manuals. Documentation helps individuals internalise
what they experienced, thus enriching their tacit knowledge. In addition, documents or
manuals facilitate the transfer of explicit knowledge to other people, thereby helping them
experience, the experiences of others indirectly” (Nonaka & Takeuchi, 1995:69). In the
fourth mode, explicit knowledge is converted to tacit knowledge. This could be achieved
by means of self-educating, which includes motivating workers to study linked courses,
allowing unrestricted access for training plans, meetings, etc (Nonaka & Takeuchi, 1995;

Nonaka et al., 2000).
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These modes are usually influenced by organisational culture variables. Lee and Choi
(2003) stated that collaboration is significantly related to externalisation, socialisation and
internalisation, but not combination, while all knowledge creation modes are connected
with trust. On the other hand, centralisation is negatively connected to externalisation,
socialisation and internalisation, however not related to combination. By contrast,
knowledge creation is negatively affected by formalisation. Moreover, IT support is
positively related to knowledge combination only. Vicari and Troilo (2000) also support
the strong connexion between knowledge creation and organisational creativity.
Moreover, they argue that knowledge is one of the prominent features that leads the
organisation to create. On the other hand, past experience could prevent individuals from
producing creative solutions. Verona and Ravasi (2003) found that the availability and
cooperation in using knowledge creation, absorption, and knowledge integration could
provide the foundation for continuous innovation. Notably, organisational creativity
connects and rearranges knowledge to create new useful ideas (Koh, 2000). Amabile
(1998), therefore, suggested that creativity was not actually related to the amount of
knowledge that an employee has, but to the way in which such knowledge is created and
shared. So, the processes of knowledge creation unleashes organisational creativity (Lee

& Choi, 2003).

3.4 Organisational Creativity

Organisational creativity is directed by organisational transformation, design, and
dynamics through concepts, principles, and understanding. Creative organisations are
defined as complex, social, political and technical systems. To enhance creativity in the
organisation, the leadership in it must have the skills to realise knowledge at the individual,
team and organisation levels simultaneously (Ferlic, 2008). In order to build a more

creative workforce the organisation’s management should focus on enabling a climate
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that encourages and enhances creative behaviour. The creative organisation is
characterised by a balance between entrepreneurship and individual ingenuity, managing
the risky balance between complexity, stability, and choices. It must be flexible,
controlling entrepreneurial risk, but, at the same time, providing the freedom to search

for new knowledge through learning and experimentation.

Organisational creativity has two pillars; individuals’ characteristics and the
characteristics of the organisation, which are essential for facilitating the employees’
creativity (Parjanen, 2012). The processes of knowledge creation allow organisational
creativity, which has a strong link with knowledge creation (Lee & Choi, 2003).
Organisational creativity is significantly influenced by socialisation, externalisation, and
combination in a positive manner (Lee & Choi, 2000). Organisational creativity is the
capacity of making significant and valuable services, products, ideas, or methods by
people cooperating in an intricate social framework (Amabile et al., 1996). Knowledge
is an essential part of the capacity of the firm to be inventive (Vicari & Troilo, 2000). In
this way, firms with better knowledge dissemination and making mechanisms are cleverer
(Glynn, 1996). Additionally, organisational creativity joins and rearranges knowledge to
make new, frequently surprising thoughts that others judge to be valuable (Koh, 2000).
Organisational creativity is not necessarily identified with the measure of information that
aworker has, but rather the way in which knowledge is made and shared (Albaum, 1997).
Actually, organisational creativity has a solid connection with knowledge creation (Vicari
& Troilo, 2000). There are many differences between high-creativity climates and low
creativity climates, which they could be summarised as: 1) organisational encouragement,
2) supervisory encouragement, 3) work group supports, 4) freedom, 5) sufficient
resources, and 6) challenge (Amabile et al., 1996). The variables identified as obstacles
include workload pressure and organisational barriers, such as control, which is

considered the major factor identified in the literature that impedes creative performance.
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The control could be in the field of decision making, information flow, or even perceived

control in the form of reward systems that put too much stress on increasing motivation.

3.5 Organisational Performance

Organisational performance has different meanings according to different scholars. In this
research, we will follow the definition given by Daft (2000), and Ricardo and Wade
(2001), who described it as the organisation’s ability to use its resources efficiently and
effectively to achieve its goals and objectives. Organisational performance includes three
measures of an organisation’s outcomes: (a) financial performance (profits, return on
assets, return on investment, etc.); (b) product market performance (sales, market share,
etc.); and (c) shareholder return (total shareholder return, economic value added, etc.)
(Richard et al., 2009). Organisational capabilities are composed of the linkages between
operational factors, i.e. resources and practices, and firm performance, as a mediating
factor. Organisational capabilities are considered as higher-order constructs evolving
from the interaction of a firm’s resources, are firm specific, and integrated within the
firm’s processes. They include the activities that a firm performs well to present strategic
advantage, and comprise tacit knowledge, characterised by the difficulty of being copied

(Ray et al., 2004).

Organisational capabilities include six operational indicators, which Wu et al. (2010)

define as:

1) Operational improvement: skills, processes, and procedures for filtering and

strengthening existing operational research.

2) Operational innovation: skills, processes, and procedures for strengthening

existing operational processes, and applying new operational processes.
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3) Operational customisation: skills, processes, and procedures for creating

knowledge through spreading and adapting operation processes and systems.

4) Operational cooperation: skills, processes, and procedures for generating
vigorous and steady relationships with people from various inner operative areas

and external supply chain partners.

5) Operational responsiveness: skills, processes, and procedures for enhancing quick

changes in inputs or outputs needs.

6) Operational reconfiguration: skills, processes, and procedures for completing the
required transformation to synchronise the fit between operational strategy and

the market conditions, when their equilibrium has become unstable.

In general, it was found by researchers that organisational knowledge creation can
influence operational performance through its effect on organisational capacity (Zu et al.,
2008; Anand et al., 2010). Business organisations could evaluate performance through
examining relevant factors such as profitability, growth, market share and return on
investment. Daft (1998) stated that the evaluation process faces two problems; the issues
of multiple goals and subjective indicators of goal attainment. With the existence of these
problems, organisational performance improvement can be achieved through a
continuous dialogue process, generating new knowledge used to create innovative
products and services (Marsick & Watkins, 1999). Many researchers explain why certain
organisations perform better than others by establishing a link between different
organisational elements and performance measures (Gholami et al., 2013). Performance
measurement is conducted to monitor and evaluate the organisation’s systems and to
compare its achievements to its goals and objectives. These measures are used to evaluate
the level and methods conducting the activities in the organisation, moreover, they are

used to optimise programmes’ efficiencies and effectiveness (HRSA, 2011). It is very
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important to measure performance to assess the value of employee and management
activities. Large organisations use both financial and nonfinancial performance measures

but favour financial measures (Malina & Selto, 2004).

Figure 3.3: Steps for Measuring Organisational Performance

Distinguish what appears to be
happening from what 1s really
happening

+

Establish a baseline; 1.e., measure
before improvements are made

+

Make decisions based on solid
Reasons for

evidence :
Measuring
+ Oranizational
Performance

Demonstrate that changes lead to
improvements

+

Monitor process changes to ensure
improvements are sustained over
time

+

Recognize improved performance

Source: HRSA (2011).

Creativity and innovation in any organisation are important to its successful performance.
Creativity is concerned with idea generation, whereas innovation is related to idea
implementation (Anderson et al., 2014). Several studies have found that knowledge
creation activities have a positive and strong effect on performance improvement (Song,
2008; Berraits et al., 2014). On the other hand, there exists a negative impact on

72



organisational performance if the managers lack a strong integration power to integrate
useful knowledge resources. (Chen & Lee, 2008). The management of the organisation
should encourage the employees to attend fairs and exhibitions regularly to enhance
knowledge performance. Moreover, they have to encourage them to find proper ways for
collecting information from external sources and have solid methods for obtaining
knowledge about their customers and competitor within and outside their field. Moreover,
a study conducted by Shahzad et al. (2016) found that there is a significant positive impact
of a system-oriented knowledge management system’s strategy on knowledge
management process capabilities, creativity, and organisational performance, while they
did not find a significant impact of human-oriented knowledge management strategy on

different knowledge management processes and organisational performance.

Knowledge is considered an important factor in the performance of the organisation when
connected to the business strategy of the organisation (AlAmmary & Fung, 2008).
Knowledge management strategies are main factors in performance improvement and
thus for sustaining comparative advantage (Drucker, 2002). Organisational management
scholars have found that process improvement practices can develop operational
capabilities that lead to increased firm performance (Tan et al., 2007; Wu et al., 2010).
The effect of knowledge management on organisational performance spans different
levels of management. Moreover, the knowledge management process is divided into
three sub-processes: knowledge development, knowledge utilisation, and knowledge
capitalisation (Kalling, 2003; Mirghafori et al., 2010). Organisational performance is also
affected by knowledge infrastructure capabilities and knowledge process capabilities

(Gold et al., 2001).

Performance could be evaluated through a set of financial and nonfinancial indicators,

which give information on the degree of attainment of objectives and results (Robinson,
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1982; Galbraith & Schendel, 1983; Hofer, 1983; Lebans & Euske 2006). The most
commonly cited measures of financial success and profitability in an organisation are
profit margin, return on assets, return on equity, and return on sales. In addition, we have
to study banking structure and evaluate its effect on performance indicators.
Organisational performance could be enhanced if the organisation is characterised as a
learning organisation, which develops a strategy aimed at increasing organisational
learning and is defined as a primary performance driver (Suveatwatanakul, 2013). Song
(2008) found that the knowledge creation process has a direct effect on the financial
measures and organisational knowledge leveraging. Examining the connection between
KM ability and OP is fundamental as the discoveries can help the organisations to
additionally investigate the results of KM (Liu & Deng, 2015). Also, there is an absence
of study that researches the connection between KM capacity and non-financial factors
of OP (Cho & Korte, 2014). In addition, the outcomes of past studies are as yet uncertain
with respect to the KM ability-OP interface, although a few specialists found that not each

measurement of KM capacity is essentially connected to OP (Mills & Smith, 2011).

Banks have started to rationalise their products and services by including knowledge
management processes to improve their competitiveness and performance (Dzinkowski,
2001). In financial services companies, there are two basic classes of knowledge
management initiatives. The first is considered as an integral part of the overall corporate
strategy which aims to grow, extract and exploit the company’s knowledge to increase
shareholder value. The second centres on improving upon the knowledge necessary to
carry out specific business processes and thereby improve efficiency (Dzinkowski, 2001).
Organisational performance and growth depend heavily on how managers understand
customer needs and effectively use or exploit that knowledge to the benefit of the

organisation. In general, financial services should adopt a strategy depending on an end-
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to-end customer perspective that cuts across functional lines to redefine the performance

improvement opportunity (Kopp, 2003).

As expressed by Tubigi and Alshawi (2015) for each researcher or professional within
management and business fields, organisational performance is the central concern
(Politis, 2002). Measuring performance can be troublesome as a result of the steady
changes, which happen in the factors, and considers that are measured authoritative
execution (Hubbard, 2009). In light of the estimations utilised by past specialists, OP is

regularly measured utilising financial performance (Duh et al., 2012).

3.6 Hypothesis Development of Organisational Culture

3.6.1 Trust

Trust is a human-centric thought, and in that capacity inseparably connected to human
convictions, notions, and deliberateness. It can be characterised as keeping up
corresponding confidence in each other regarding aim and practices (Hurley & Hult,
1998). Trust can encourage open, substantive, and powerful knowledge exchange (lansiti,
1993; Hansen et al., 1999). Trust in this work will be discussed as intra-organisational
trust, i.e. it focuses on the relationship between workers and their immediate superiors.
Overall, Trust is an essential slice of the social capital that defines relationships across a
set of individuals, bringing them closer. In order to enhance performance, organisations
should reduce redundant or excessive hierarchy levels in the management, inculcate team
effort, motivate and empower employees to work towards organisation’s vision. The
inter-relationship or the cohesive force that should exist between employees is created by
a culture that is dependent and relationship oriented (Fu, 2004). The organisation should
strive for the creation of various opportunities for its employees that should meet day-to-
day management of capabilities. The utilisation of virtual teams (VTs) is common in

numerous organisation (Chang et al., 2014) and they are for the most part portrayed as
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geographically scattered work teams that utilise technology-mediated communication.
Previous studies recognised components that are drivers of achievement and
disappointment in virtual groups, for example, trust (Pinjani & Palvia, 2013; Shiller et al.,
2014), influence (Tsai et al., 2014), initiative (Pinar et al., 2014), culture (Chang et al.,
2014), information sharing (Pinjani & Palvia, 2013; Schiller et al., 2014), and

communication (Chang et al., 2014).

As explained by Mayer et al. (1995), the definition of trust lies in the optimistic
expectations of people’s intentions that are assessed through various characteristics such
as compassion, integrity, honesty and ability. Trust is one of the most critical factors
behind a stable knowledge-sharing culture. It is considered as a facilitator to the intensity
of effective knowledge sharing and creation since it is considered as an enhancing social
relationship in organisations. Many researchers in the field of management, such as Lee
and Choi (2003), Jeng and Dunk (2013), and Nejatian et al. (2013) found that trust
positively affects KCP and is the primary constituent of knowledge management process
(Davenport & Prusak, 1998). It forms a primary prerequisite of the collective environment
and acts as the major factor in the accomplishment of effective knowledge management
(Ribiere & Tuggle, 2005). Trust also encourages individuals to reveal their tacit
knowledge and their willingness to share the same with others (Ngah et al., 2009) and if
distrust is established, it not only affects the relationships but also prevents individuals
from revealing knowledge to others (Sankowska, 2013). The studies conducted by
Nonaka and Takeuchi, (1995); Nonaka et al. (2000) and Nonaka et al. (2006) emphasised
the significance of shared trust as a vital substance for externalisation of tacit knowledge.
Their studies focused on enabling conditions for KCP from the SECI model viewpoint.
The environment of safety and trust in the organisations acts as a catalyst in enhancing
knowledge sharing among individuals and behaviour that is inclined towards novelty

(Sankowska, 2013). “Trust is indispensable to the creation of a social environment in
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which ideas are freely generated, honestly assessed and selected and collectively
transformed into profitable new products and services” as argued by Dovey (2009:19). In
general, trust is concerned with people, and enhances creativity. Several researchers have
applied the trust concept to organisations; they investigate its implications and relevance
for business success (e.g., Elangovan & Shapiro, 1998; McKnight & Cummings, 1998).
Moreover, it was found that trust increases the efficiency of transactions, cooperation,
and transparency of communication between firms (e.g., Cummings & Bromiley, 1996;

Ratnasingham & Kumar, 2000).

It is well known that sharing is essential for the success of an organisation. To achieve
that, there should be a trusting environment among working personnel. At the same time,
these personnel should cooperate with each other and share effectively to create a sharing
culture, and not allow knowledge to be concentrated among the privileged few (Ling,
2011). Ling also advised the managers in an organisation to encourage trust between the
workers and their colleagues with respect to what they have discovered and analysed. To
achieve that, the managers of the organisation have to select the right individuals who can
form a team to get tasks done. In addition, managers have to investigate the cause of lack
of trust if it occurs, so they can remove the barriers to trust. Moreover, working personnel
should participate in a series of team-building activities, which symbolise the processes
that knowledge workers will implement on a regular basis, and develop useful decisions
to solve problems (Politis, 2003). Salamon and Robinson (2008) found that if the
employees feel trusted by their organisation, they become more willing to accept
responsibility for their organisation’s performance. There are different variables or
features that support trust in evaluation of personnel, such as the ability to accomplish
their responsibilities, the fairness they treat people, the honest and reliability in their
behaviour, their openness to other ideas, and understanding of responsibilities of people

they lead. Trust can be divided into the following, as mentioned by Ford (2001).
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1. Interpersonal trust: Zand (1972) and Aulakh et al. (1997) define interpersonal trust
as the person’s ability to be sincere and honest towards other actions. The trust can be
defined in terms of relationship dependency, as the ability to depend on others’ verbal

statements (Rotter, 1967).

2. Group trust: Group trust is the readiness of one person to enhance his vulnerability

to the actions of several people that form part of the group (Rousseau et al., 1998).

3. Organisational trust: “Organisational trust is a feeling of confidence and support in
an employer... organisational trust refers to employee faith in corporate goal attainment
and organisational leaders, and to the belief that ultimately, organisational action will

prove beneficial for employees” (Gilbert & Tang, 1998:322).

4. Institutional trust: It is a sentiment of safety, assurance, and confidence in
organisations or institutions (for example the law, companies), which explains further that

regulations, protocols, laws etc. are for the safety of people and to protect personal rights.

Interpersonal trust building in an organisation could be achieved through creation of a
culture where people value relationships and show care and concern for the other person’s
needs, enabling explicit interactive signalling among colleagues, explicit socialisation to
make new employees understand the values and principles of the organisation and how
things are done in it, and means to manage, harmonise and develop employees’
professional skills (Six & Storge, 2008). Specifically, relationships based on trust acts as
an enabler for knowledge sharing across Arab cultures, from the SECI model viewpoint
(Weir & Hutchings, 2005). Thus, trust is part of the knowledge conversion process. In
addition, many scholars proposed that there is a significant relation between
organisational culture and creativity (Andriopoulos, 2001; Martins & Terblanche, 2003;

Goncalo & Staw, 2005; Pandey & Sharma, 2009), concerning the importance of the
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organisational culture for encouragement and institutionalisation of creativity within an

organisation. Accordingly, the first hypothesis for this study will be as follows:

H1: The presence of high trust is positively related to the level of creativity through KCP

in the Saudi banks.

3.6.2 Learning

Von Krogh (1998) explained learning as the new knowledge that people gain and are
enthusiastic to apply in order to influence others or make better decisions. The boundaries
of learning should be wide enough to involve all the organisation’s command levels and
all personnel should be motivated to learn, challenge, grow and ask questions wherever
required. Learning is considered as transmission of a cultural heritage and transfer of
cultural knowledge. The difference between knowledge management and organisational
learning is that the first focuses on the content of the knowledge while the second focuses
on the process of acquiring it (Easterby-Smith & Lyles, 2003, 2011; Argote & Miron-
Spektor, 2011). Various studies have accepted learning as one of the primary factors that
drive KCP. Lee and Choi (2003:222) defined it as the “degree of opportunity, variety,
satisfaction and encouragement for learning and development in organisation”. Another
researcher, defined learning as the “social process of individual interactions that aims to
produce new organisational knowledge” (Ingham, 1994, as cited in Berraies et al.,
2014:7) and this helps in explaining organisational learning leads to knowledge creation
(Alipour et al., 2011). Other scholars view organisational learning as a goal of knowledge
management, through motivating the creation, dissemination, and application of
knowledge; thus the organisation can enhance its use of knowledge in a sustainable
manner. It is not only important to accumulate knowledge, but also it should be
accompanied by continuous revision for continuous improvement. The improvements are

implanted in the organisation through practices such as written policies, prescribed
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machine settings, quality control restrictions or “best practices” for dealing with regularly

arising conditions.

Collaborative learning includes participation, joint meaning making, discourse and
dialogue. Organisations cannot continue to exist and improve themselves with only their
previous knowledge; they need to learn in order to struggle hard to overcome disordered
and changing situations (Hannah & Lester, 2009). Learning organisations always seek to
find ways to apprehend the learned ideas in order to go on to operate even if the workforce
is highly mobile and/or the workforce temporarily fails to perform well (King, 2009).
There are three interrelated challenges that face an organisation to achieve proper learning.
They are: 1) The organisation has to know how to maximise the transfer of the existing
knowledge to all sections; 2) Dependence on innovation to gain and maintain competitive
advantage; 3) Maintaining continuous learning through the exploitation of existing
resources and capabilities and the exploration of new resources and capabilities to

improve performance (Matthews, 2003).

The organisational and social context of learning is an important aspect of knowledge
generation and transfer (Easterby-Smith et al., 1998; Elkjaer, 1999). Organisational
culture, structure and infrastructure must be integrated to facilitate and encourage learning.
This will build and develop the capabilities in the organisation, which in turn, contribute
to its competitive success (Stonehouse & Pemperton, 1999). Organisations could be
developed into learning organisations through knowledge sharing, which requires sharing
in visions, values, knowledge, communication and information, openness and trust (Ipe,
2003). Dickson (1996) found that a learning orientation accelerates market information
processing activities. It also improves performance reliability (Levinthal & March, 1993).
The concept was encouraged by Nonaka and Takeuchi (1995) who highlighted that

continuous external and internal organisational learning capacity is positively correlated
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to KCP. The researchers also demonstrated, through the SECI model, the significance of
learning the culture as the core of KCP and the driver of knowledge creation in learning
organisations. “For successful knowledge creation, organisations should develop a deeply
ingrained learning culture” (Lee & Choi, 2003:191). It is important that supervisors
should inspire their employees to learn and grow through various training programmes,
co-operative problem-solving measures and perpetual questioning methods among others.
Lopez et al. (2004:94) argued that “knowledge management and learning go hand in
hand”. They also advocated that “learning processes define the quality of knowledge
distributed across the organisation as well as the effectiveness with which knowledge is
put to use”. Kanevsky and Housel (1998) explained that the time consumed on learning
is proportional to the magnitude of knowledge creation. In addition, there is an indication
that learning has a substantial positive effect on knowledge management in the case of
the telecommunication and mobile industry of Iraq (Al-Hakim & Hassan, 2012). A
similar result was established in the Indian setting (Gururajan & Hafeez-Baig, 2012) and
Korean context (Lee & Choi, 2003). From the above discussion, we can propose the

second hypothesis in this research:

H2: The presence of activities involving learning is positively related to the level of

creativity through KCP in the Saudi banks.

3.6.3 Collaboration

Lee and Choi (2003) defined collaboration as the degree to which people working in one
organisation help one another in their work. Knowledge creation is highly linked to co-
operation among different members of an organisation. In other words, organisations
must encourage interaction among knowledge holders in order to boost knowledge
creation and exchange. Knowledge creation is very important in the knowledge process,

but it is more important to share the acquired knowledge among employees in the
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organisation. Sharing will lead to a common understanding of the future vision of the
business, the objectives, methods of working and domains of inspirations and
accomplishments, which could be achieved through collaboration between them. The
management of the organisation should encourage such activities as face-to-face meetings,
exchange of views, and sharing of beliefs, attitudes, and opinions among the employees.

Moreover, it is important to encourage the relationship and trust between groups.

Collaboration is facilitated by perceived proximity, which alludes to a psychological and
compelling feeling of social closeness (O’Leary et al., 2014). It is viewed as a
fundamental idea for understanding collaboration and has been given impressive
consideration in recent literature on collaboration (Dekker et al., 2015; Chae, 2016).
O'Leary and Wilson (2014) proposed that physical proximity (i.e., geographic closeness)
does not influence the nature of connections in geologically conveyed groups, but

perceived proximity affects these connections.

Corporate policy, such as the decision to create an organisation intranet, can enhance the
success of knowledge, given that technological development is accompanied by the
embracing of collaborative strategies, such as the inspiration of networks or communities
of practice (Clarke & Cooper, 2000). Generally speaking, people work better if the work
atmosphere is characterised by informality and sociality; social factors are needed by
people in order to operate, learn and share knowledge (Bonifacio et al., 2002). Knowledge
management implementation, to be successful, needs collaboration among the individuals
in the organisation through individual Social Capital (SC) (Smith & McLaughlin, 2003).
Moreover, close inter-unit integration and frequent and direct interaction between
subunits are directly linked to increased innovation and product outcomes. Many

researchers believe collaboration is a major enabler factor for KC (Graham & Pizzo, 1996;
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Caruanacetal., 1998; Hansen et al., 1999). Accordingly, the third hypothesis for this study

will be as follows:

H3: The presence of organisational members with high collaboration is positively related

to the level of creativity through KCP in the Saudi banks.

3.7 Hypothesis Development of Knowledge Creation Process

3.7.1 Knowledge Creation Process (KCP) and Organisational Performance (OP)

Today numerous organisation have revealed that achieving better performance does not
just depend on the fruitful use of tangible resources but also on the effective management
of information (Mills & Smith, 2011). Past studies have found that KC plays a
fundamental part in effective organisations (Nonaka & Takeuchi, 1995; Li et al., 2009).
Organisations that better apply the KC process can interface learning in new ways, and
attract clients better by enhancing their market offerings (Li et al., 2009). According to
Lietal. (2009) when firms are better at KC through SECI processes, they are more fruitful
in achieving capability, improvement, and profit. In this manner, producing new
knowledge is essential since it has beneficial outcomes on organisational performance (Li

et al., 2009).

As indicated by the above and considering the significance of knowledge in the
achievement of each firm, in this study we plan to shed light on the function of KC
processes among the most vital parts of KM in enhancing organisational performance in
knowledge-intensive banks. Furthermore and as discussed above, organisational
creativity adds consistency between knowledge creation and performance has a solid
connection with knowledge creation (Vicari & Troilo, 2000). Accordingly, our study

investigates the following hypothesis and sub-hypotheses in the following sections:
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H4: KCP positively contributes to the level of performance through creativity in the Saudi

banks.

3.7.1.1 Socialisation

The socialisation process means that an individual appreciates the values, abilities,
expected behaviours, and social knowledge essential in conducting, within the
organisation, members’ organisational roles. It is built on getting tacit knowledge, and
related to the interaction between people to transfer information or knowledge between
them (Louis, 1980). The information exchange approach (Devlin, 2001) assumes that the
aim of each participant in a social interaction is to take new information about the focal
object or situation into his or her context. This necessities synchronisation of the
socialisation process to organisation culture. Moreover, organisational socialisation is a
dynamic process of acquiring organisational knowledge and organisational skills. If the
socialisation process is accomplished successfully by the individual employees in the
organisation, productivity will increase; otherwise, the employees will leave the work.
Moreover, newcomers will be oriented to what the organisation expects from them and
enhance their work through groups. However, socialisation depends mainly on individual
learning. Chao et al. (1994) in their research on the role of socialisation in the knowledge
process, found that the most important learning dimensions are: 1) Performance
proficiency: job task learning, 2) people: learning to establish satisfying and successful
work relations, 3) politics: acquiring information regarding formal and informal work
relations, 4) language: learning unique professional and organisational terminology, 5)
organisational goals and values: including tacit goals and values, and 6) history:
acquisition of knowledge regarding personal histories of peers, organisational traditions

and so on.
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Investigation of the socialisation norm includes different factors such as group norms, job
characteristics, socialisation strategies, and first-year job challenges (Reichers, 1987). In
a study on the Egyptian banks, it was found that, although socialisation, in general, has a
positive effect on knowledge creation, some limitations were found to minimise the
benefit of socialisation process in them. Some negative feedback was reported,
concerning the benefits of sharing knowledge with academic experts, the benefits from
applying a personnel rotation policy, especially for important jobs and for the hard-
working staff, and the benefit of sharing knowledge among staff and with customers
during social meetings, due to the limited number of these meetings (Easa, 2012). To
achieve organisational socialisation success, it is necessary to enable openness of
communication and interaction between superiors and junior employees, understanding
the task and organisational obligation in addition to the strategies of organisational
socialisation. This will enable newcomers to adapt easily in the organisation and
familiarise themselves with it in professional and social terms. Organisational
socialisation includes a variety of areas, such as personality, identity, learning (especially
in social skills), reactions, motivations, attitudes, behaviours, job roles and values,
including the processes of identification, transfer of loyalty, and cultural changes. The
individual characteristics that affect socialisation speed are openness, commitment,
credibility, and the need for affiliation. On the other hand, the group characteristics
affecting socialisation speed are group size, proximity, care, knowledge diversity, and
demographic variables. The organisational characteristics are norms and culture, rewards
systems, context (Ba), leadership styles, organisational slack, and deadlines (Ratkovi¢-

Njegovan & Kosti¢, 2014).

Through socialisation, individual team members become close and they express their
ideas to the team following their experience, thus, providing insights to problems that

other team members might not have considered, if working in isolation (Anand et al.,
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2010). This can be made possible through brainstorming; idea generation, nominal group
techniques, structured project facilitation methods, and root-cause problem analysis
(Breyfogle, 2003; Anand et al., 2010). For Linderman et al. (2010), process improvement
tools and methods play many roles in facilitating an understanding of problems and their
resolution. Further, establishing a common problem-solving methodology can assist team
members to engage with each other socially to develop a common understanding of
problems and opportunities (Linderman et al., 2010). Handzic and Chaimungkalanont
(2004) confirmed in their research the important role of organisational socialisation in
innovative organisations. This was caused by the strong relationship between informal
and organised forms of innovative organisation. They emphasised in their research the
existence of a strong and significant positive relationship between informal as well as
organised forms of socialisation and creativity. Along the same line, Shahzad et al. (2016)
confirmed the existence of a significant positive impact of a system-oriented knowledge
management systems strategy on knowledge management process, capabilities, creativity,
and organisational performance. Accordingly, our research states the following sub-

hypothesis to be investigated:

H4a: Socialisation tactics positively contribute to the level of performance through

creativity in the Saudi banking industry.

3.7.1.2 Externalisation

Knowledge externalisation is the act of converting tacit knowledge into explicit
knowledge (Nonaka & Konno, 1998). It means making tacit knowledge understood by
others, i.e. explicit through logical reasoning or innovative conclusion. Externalisation is
considered to be a key stage in the creation of new knowledge. In today’s organisations,
intellectual capital has become more important than physical or financial assets (Stewart,

1998). Moreover, learning and the creation of new knowledge were rapidly concluded to
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be of prime importance (Nonaka & Takeuchi, 1995). Tacit knowledge is an important
factor in knowledge sharing and creation (Willke, 1998). Because tacit knowledge is
accumulated through study and experience, it is difficult to share it in the organisation; it
requires communication of tacit knowledge and group commitment (Nonaka & Takeuchi,
1995). Tacit knowledge can be shared and communicated through various activities and
mechanisms such as conversations, workshops, on-the-job training, and the use of
information technology tools such as email, groupware, instant messaging and related

technologies.

There are two key factors that support practical externalisation: converting tacit
knowledge to explicit knowledge, and explaining the tacit knowledge for other employees
in an understandable form (Nonaka & Konno, 1998). Externalisation is enhanced by a
continuous discussion where symbols are used to clarify viewpoints and expose tacit
knowledge so it can be easily learned and adopted (Nonaka et al., 1994). The
externalisation process can express tacit knowledge in a way that assists the team to
improve a process through showing how the explicit knowledge should be used in this
respect (Raelin, 1997). Knowledge creation achieved through externalisation could be
enhanced by employing Six Sigma projects, and thus boost bottom-line performance (Sin
et al., 2010). Six Sigma was established in the manufacturing sector, and means fewer
than 3.4 per million defects. Lee and Choi (2000) found that externalisation showed a
strong positive relationship with organisational creativity, thus, the next sub-hypothesis
is as follows:

H4b: Externalisation tactics positively contribute to the level of performance through

creativity in the Saudi banking industry.
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3.7.1.3 Combination

Combination is related to the conversion of explicit knowledge into more complex sets
of explicit knowledge, which is clearer and more useful to the organisation through
capturing and integrating new explicit knowledge and collecting data and information
from inside or outside the organisation. After that, the explicit knowledge will be shared
through presentations and meetings to establish new knowledge (Nonaka & Konno, 1998).
In the combination process, the organisation takes practical concrete steps through
justification. A workable combination is based on three processes (Nonaka & Konno,
1998). They are collecting different aspects of relevant knowledge from inside or outside
the organisation; coordination between team members; presenting the explicit knowledge
among organisational employees, and transforming the explicit knowledge into usable

documents.

Knowledge conversion involves the social processes that combine different knowledge
areas in the organisation to create and stimulate product designs when searching through
past knowledge inside the organisation, the availability of diverse knowledge areas
encourages production of new combinations of ideas that drive the creation of innovations.
The reconfiguring of existing information through the sorting, adding, re-categorising and
re-contextualising of explicit knowledge can lead to new knowledge (Nonaka, 1994). As
an example of converting the level of explicit knowledge, following his study on the
Egyptian banks, Easa (2012) observed that the management of these banks usually use
updated instructions and the reports provided by the top management to currently review
their databases and communicate them through emails and periodic reports/bulletins.
According to Easa (2012), the top managers did not, however, inform their employees on

the reports written on other competitors.
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The combination of existing ideas and information is reached through the interaction
between employees’ close counterparts (Bergendahl & Magnusson, 2015). Collecting
information from all sections of the organisation and putting it in the financial reports is
considered new knowledge (Nonaka et al., 2000). Although some researchers alleged that
varied knowledge components generate performance (Fleming, 2001; Taylor & Greve,
2006), the information processing viewpoint on team diversity holds that greater
reasoning diversity leads to higher performance potential. In general, knowledge
combination is fundamentally difficult; it necessities the existence of a team that has past

experience working together. Accordingly, we have the third sub-hypothesis as follows:

H4c: Combination tactics positively contribute to the level of performance through

creativity in the Saudi banking industry.

3.7.1.4 Internalisation

Internalisation is a kind of learning, simulation, and reorganisation through action. It
refers to a process that converts explicit knowledge to implicit knowledge (Nonaka &
Konno, 1998). In other words, it explains how the user builds tacit (internal) knowledge
based on explicit knowledge. It explains how to transfer knowledge from organisation
level to individual level. After this new tacit knowledge is practised by individuals, the
knowledge creation will be enhanced, since the organisation will provide training
programmes for its employees. In general, internalisation processes include necessary
communications, exchanges of ideas, and learning that can turn into innovations.
Although explicit knowledge can be shared among individuals at low cost, internalisation
may cause a loss in its “explicitness” (Nonaka, 1994). Internalisation is said to be an
individual, psychological process. It was found to have a positive influence on knowledge
transfer, creation, and innovative behaviour (Siadat et al., 2015). The Egyptian banks

(Easa, 2012) allow their staff to participate in postgraduate degrees or certain professional
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courses e.g. credit, customer services, corporate and MBA courses, to transfer explicit
knowledge into tacit knowledge by reading the materials provided, such as handouts,
books, and any electronic materials. Tsai and Lee (2006) found that explicit knowledge
could not be successfully converted into tacit knowledge, in an “incomplete learning
cycle”, but in the case of a complete cycle, explicit knowledge was more easily converted
into tacit knowledge. Rahimi et al. (2011) found from their study of the relationship
between the knowledge management (KM) process and creativity among faculty
members in a university that there is a significant relationship between internalisation and
organisational creativity. From the above we can state the fourth sub-hypothesis as

follows:

H4d: Internalisation tactics positively contribute to the level of performance through

creativity in the Saudi banking industry.

3.8 Hypothesis Development of Organisational Creativity and Banks’

Performance

Organisational creativity adds consistency between knowledge creation and performance
as defined by various models developed by different researchers. Organisational
creativity is the means by which knowledge is shared after creation and its primary role
is the intermediate outcome as “the creation of a valuable, useful new product, service,
idea, procedure or process by individuals working together in a complex social system”
(Woodman et al., 1993:293). Moreover, organisational creativity represents an intense
organisational change and in order to comprehend the performance of organisations,
organisations should strive to associate the knowledge process with the intermediate
outcomes (Davenport, 1999). According to Woodman et al. (1993), creativity is the
essential intermediate outcome that contributes to the understanding of organisational

effectiveness and survival. As explained by Amabile et al. (1996) this study demonstrates
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amodel that includes organisational creativity at the core of knowledge management (KM)
and as the source or foundation of all innovation (Gurteen, 1998). Neglecting
organisational creativity can speedy reduce the business. Organisational creativity can
transform knowledge into business value. Vicari and Troilo (2000), however, noted that
explained the relationship between knowledge creation and organisational creativity has
received little consideration, despite its high potential. Organisational creativity is a
requirement of healthy innovation and for enhancing the success of the organisation’s
performance (Nisula, 2013). In addition, organisational creativity is a two-dimensional
construct described by originality and practicality. It is positively related to firm

performance (Bratnicka, 2013). In our study, we set the fifth hypothesis as follows:

H5: There is a positive relationship between organisational creativity and overall

performance of the banking sector in Saudi Arabia.

3.9 The Limitation of Previous Studies

As described before, there is a limitation to the results of past studies, both in terms of
their informative power and of their generalisability over a more extensive range of
organisations and social settings. First, regarding the limitations of their informative
power, it has been clarified that the literature has failed to reach understanding on the
precise influences of knowledge management on organisational performance. It is also
unclear precisely which aspects of knowledge management have greatest impacts on
organisational performance, as the literature has reached different conclusions. In
addition, existing studies have also managed to mix the dimensions that make up
knowledge capabilities, and so not classify the basic parts (Zaim et al., 2007; Mills &

Smith, 2011).

In the same vein, it should be noticed that the results of the literature always differ

depending on the techniques and/or models used to measure and test the relationship. In
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addition, the results of studies differ extensively in their conclusions with respect to the
nature of the organisation they use as the benchmark for their evidence. This is the
situation since the nature of the knowledge pertinent to a media organisation, for example,
will be very different from the nature of the knowledge related to a bank. It therefore
becomes evident that there is a significant gap in the literature of empirical evidence
which shows that KM makes to organisational performance (Zack et al., 2009). This
however, poses some difficulties for practitioners. For instance, in a survey of 431
European and US organisations led by the Ernst &Y oung Centre for Business Innovation,
the greatest problem faced in carrying out knowledge management exercises was
identifying the influence of KM and/or quantifying the importance of knowledge assets

(Ruggles, 1998).

There is additionally an important gap in the literature regarding assessing and
recognising best practices of KM and their exact effect on organisational performance,
specifically those within the banking sector. It is these gaps which the following study
seeks to address. This present study would argue that this investigation is essential for the
bank context, as the modern business environment requires all organisations in all parts
of the world to undertake KM processes in order to stay competitive. From this survey of
the related literature, it is obvious that there is still work to be executed on the subject of
determining which aspects of knowledge management impact organisational
performance, and how they do so. The present study is, in this way, a novel study as it
gives an in-depth investigation of knowledge management processes, not only in the
context of a vital and knowledge-based industry (banks) but also within a country that is

unique in terms of its socio-cultural setting (Saudi Arabia).
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3.10 Theoretical Background

Researchers and scholars use various knowledge management models to develop a
unified framework for knowledge, since knowledge management and the knowledge
process is an important strategic intervention that combines organisational resources,
such as technologies and human resources (Choy, 2005). Basically, knowledge
management consists of five steps. They are 1) identification of needs, 2) identification
of knowledge resources, 3) acquisition, creation or elimination of knowledge-related
resources/processes/environments, 4) retrieval, application and sharing of knowledge,
and 5) storage of knowledge. It is worth mentioning here that none of these processes is
independent; they are affected by a large number of factors. Accordingly, knowledge
management frameworks differ from each other and can be presented in several ways
(Frost, 2010). Knowledge management has evolved from simple models which focused
on the transfer of tacit knowledge and explicit knowledge to complicated frameworks
which include several specific processes, such as intellectual capital (Haslinda & Sarinah,

2009).

After analysing and evaluating the researches of Nonaka and Takeuchi (1995); Lee and
Choi (2003) and Hsieh (2007), this research intends to develop a unique model to examine
the relationships between organisational culture, KC process, creativity and performance
of the organisation. The research model contains organisational culture (collaboration,
trust and learning), four modes of KC, organisational creativity and organisational
performance in the research model to test research hypotheses. This study derives its
theoretical basis from the knowledge-based view (KBV), resource-based view (RBV),
and theory of systems thinking. KM enablers (organisational culture) directed at the
organisational performance are explained by the strategic management perspective of

RBV. Knowledge processes and their relationship with creativity and performance are
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explained by KBV and the rationale to develop a coherent, integrated and interdependent
model of successful KM is endorsed by a systems thinking perspective. Organisations
struggle to improve their performance and value-creation processes by obtaining and
applying superior assets in an innovative and creative manner. RBV clarifies the role of
assets and active abilities in the firm’s value-creation process and attainment of
competitive advantage, which is a substitute for larger organisational performance and
higher economic revenues (Wernerfelt, 1984; Barney, 1991). It identifies the features of
an organisation process through a resource that can be developed as organisational
performance depends on its ability to craft a strategy that would select and accumulate

strategic assets and utilise those assets to create sustainable competitive advantage.

Based on the principles of RBV and KBV, knowledge is viewed as the most deliberate
and useful resource that aids organisations to produce and endure competitive advantage
(Nonaka & Takeuchi, 1995; Kogut & Zander, 1996). From this viewpoint, the standard
of knowledge will act as a foundation of competitive advantage, and KM should
endeavour to grow approaches, procedures, practices, tools and systems to obtain, share,
distribute, utilise and organise higher knowledge increase value for numerous
shareholders (Holsapple & Singh, 2001). As knowledge creation and sharing is a
continuing process, such provisions would aid persons to study and bring innovation in

value-creation processes to generate economic revenues for organisations.

The systems thinking theory in this concern takes a holistic perspective and views
individual parts in relation to their interrelatedness to other parts of the whole system.
Conflicting with the old-style viewpoints, system thinking breaks a bigger system into
smaller parts, and then studies the interrelatedness, interdependence and impact of diverse
parts on each other to recognise the complete process of the whole. This viewpoint has

been extensively utilised in cross-field studies, for example, human resources, economics,
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medical, development, etc. Consequently, the incorporation of diverse elements in the
research model projected by this research is characterised by a systems thinking
perspective while examining the relationships between KC process, organisational culture,
organisational creativity and eventual performance. The model proposed by this research

can be seen in Figure 3.4.

3.10.1 Research Model

The aim of this study is neither to propose a model that accounts for all of the relations
motivating KM nor to make a lengthy list of potential knowledge enablers or processes
that influence OP. Consequently, the research model is an integrative focus on a few main
variables that can explain a large percentage of the variance in KM. According to Lee and
Choi (2003), an integrative model that incorporates KCP, knowledge enablers and
organisational performance are imperative. This type of model provides a clearer view of
how each of its factors influences performance, from a process-oriented perspective. The
aim of this study is to analyse the impact of aspects of organisational culture and the
knowledge creation process on OC and OP within the organisation. The emphasis is on
KC processes, namely socialisation, externalisation, combination and internalisation in
the context of domestic banks operating in Saudi Arabia and to present a set of
suggestions for stakeholders, academics, and decision makers. The concept of KC theory
(SECI) was adopted as the theoretical framework of this research (Nonaka, 1994; Nonaka

et al., 1994; Nonaka & Takeuchi, 1995; Nonaka et al., 2000; Nonaka & Toyama, 2003).

The success of most organisations depends on their ability to create new organisational
knowledge through a cyclical model of continuous interactions and transformation of tacit
and explicit knowledge on the individual, group and organisation levels. This occurs
through the four processes of socialisation, externalisation, combination and

internalisation. From the above discussion, the author can build a model evaluating the
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impact of converting tacit and explicit knowledge to one of the knowledge types to create
new knowledge that will enhance the banks’ performance improvement in Saudi Arabia.
The emphasis should be placed on the KC processes of socialisation, externalisation,

combination, internalisation and performance improvement.

The model starts with combining the explicit knowledge and tacit knowledge to be
implemented in the SECI model, which contains four constructs: socialisation,
externalisation, internalisation, and combination. The new created knowledge is expected
to enhance knowledge performance improvement through its effect on the financial
situation at Saudi banks. Keeping in mind the end goal of accomplishing a superior
comprehension of knowledge management performance, organisations ought to
emphasise the link between the knowledge creation process and intermediate outcomes
(Davenport, 1999). This study emphasises how organisational culture affects each mode
of the KCP in the SECI model of Nonaka and Takeuchi (1995), influences OC and
organisational performance. Thus, the mediating effect of both the KCP and OC will be
analysed. A vital intermediate outcome is organisational creativity (OC), which gives a
key to the comprehension of organisational effectiveness and survival (Woodman et al.,
1993). Our model includes OC in light of the fact that it is the seed of all innovation
activities (Amabile et al., 1996) and at the very heart of KM (Gurteen, 1998). In addition,

OC transforms knowledge into business importance.

It has been mentioned in section 3.4 (Chapter 3) that organisational creativity (OC) has a
strong connection with the knowledge creation process (Vicari & Troilo, 2000; Lee &
Choi, 2003). OC is positively affected by externalisation, combination and socialisation
(Lee & Choi, 2000). This study incorporates OC as an intermediate outcome, as used by
Lee and Choi (2003). It is the basis of innovation (Amabile, et al., 1996) and at the centre

of knowledge management (Gurteen, 1998). OC is a prerequisite of advantageous
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innovation and for increasing the achievement of the organisation’s performance (Nisula,
2013). In addition, OC converts knowledge into business benefit. Disregarding OC can
weaken a business (Lee & Choi, 2003). Woodman et al. (1993) proposed that creativity
is a vital intermediate outcome that contributes to organisational survival and
effectiveness. In addition, organisational creativity is positively associated with firm
performance (Bratnicka, 2013). To sum up, this study follows the work of Lee and Choi
(2003) and a substantial body of literature regarding incorporating organisational

creativity in the research model.

From the above literature review, theoretical background and discussion, we could
summarise the research hypotheses which will be examined and tested in this study. They

are:

H1: The presence of high trust is positively related to the level of creativity through

KCP in the Saudi banks.

H2: The presence of activities involving learning is positively related to the level of

creativity through KCP in the Saudi banks.

H3: The presence of organisational members with high collaboration is positively

related to the level of creativity through KCP in the Saudi banks.

H4: KCP positively contributes to the level of performance through creativity in the

Saudi banks.

H4a: Socialisation tactics positively contribute to the level of performance through

creativity in the Saudi banking industry.

H4b: Externalisation tactics positively contribute to the level of performance

through creativity in the Saudi banking industry.
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H4c: Combination tactics positively contribute to the level of performance through

creativity in the Saudi banking industry.

H4d: Internalisation tactics positively contribute to the level of performance through

creativity in the Saudi banking industry.

H5: There is a positive relationship between organisational creativity and overall

performance of the banking sector in Saudi Arabia.

Figure 3.4 shows the conceptual model that will be evaluated based on the selected

hypotheses.
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3.11 Chapter Summary

Organisations attempt to develop their processes to reach high performance. Since there
is a high level of competition between organisations and rapid changes in the business
setting, organisations view knowledge management in the organisation as a base of
success or failure as part of their strategy. Recently, researchers in knowledge
management have directed their interest to three main factors affecting knowledge:
organisational culture, the knowledge creation process, and organisational performance.
In this study, organisational culture includes trust, learning, and collaboration. The
research model of the study begins with combining the explicit knowledge and tacit
knowledge to be implemented in the SECI model, which contains four modes of
knowledge creation: socialisation, externalisation, internalisation, and combination. This
chapter has set up the theoretical foundation for the study with a discussion of the
connections between organisational culture, knowledge creation process, organisational
creativity and performance. A conceptual model was showcased for the study and
hypotheses for expected connections between the variables were produced. The next

chapter explains the research methodology and the research design adopted for the study.
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CHAPTER 4: RESEARCH METHODOLOGY

4.1 Introduction

One major goal of any social research is to seek meaningful knowledge. In order to be
able to accomplish this all-important goal, the research strategies; the research design, the
data collection and the methods of data analysis must be carefully selected, to properly
address both the research questions and the research objectives (Sarantakos, 2012). This
chapter, therefore, discusses the above issues, as well as the process of collecting and
analysing data, plus the pilot study, sampling process and discussion of quantitative data

analysis methods used.

4.2 Research Paradigm

A research paradigm involves epistemology, ontology, methodology, and techniques
(Saunders et al., 2015). Every paradigm is based on its own ontological and
epistemological assumptions. Ontology is the environment of reality (Hay, 2002; Holden
& Lynch, 2004; Easterby-Smith et al., 2015; Saunders et al., 2015) and epistemology is
the relationship between the researcher and the environment (Carson et al., 2001). The
methodology is the plan of action which lies behind the particular choice of methods
(Crotty, 1998: Saunders et al., 2015) and the method is the specific procedure used to
collect and analyse the data (Crotty, 1998: Saunders et al., 2015). The collected data are
either quantitative or qualitative. All paradigms can use either or both quantitative and
qualitative data. There are various approaches to the study of management. They include
realism, positivism, interpretivism, critical realism, subjectivism, and constructionism
(Saunders et al., 2015). The major ontological and epistemological ideologies are

interpretivism and positivism (Maylor & Blackmoon, 2005; Saunders et al., 2015).
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Epistemology involves asking questions such as the following: How do we know what
we know? What is a certainty? What is real learning? What is the association between the
researcher and what can be known? (Saunders et al., 2015). Accordingly, epistemological
guidelines lead the inquiry; by what method can one study whatever one accepts to be
known? That prompts the third term which we might need to clarify—that is, system,
which is a speculative and philosophical structure that dictates the way a study is
undertaken (Saunders et al., 2015). Scientific research is a set of philosophical and meta-
hypothetical presumptions about reality (ontology) and learning (epistemology), the
standards controlling logical examination (process) and the procedures used in the study

(research methods).

According to Sale et al. (2002), the ontological basis of quantitative research considers
that a target reality exists which is independent of a human point of view. As positivism
asserts that a phenomenon has a target reality, quantitative epistemology claims that the
researcher and the subject of inquiry are free elements and, thus, the analyst can examine
a phenomenon without impacting it or being impacted by it (Sale et al., 2002). The size
of the sample is important for a quantitative study. A large sample size leads to better
generalisability and representativeness of the research results and suggests the appropriate

use of statistical techniques (Neuman, 2014).

Research philosophy provides investigators with various types of techniques that help
them avoid unsuitable and irrelevant works. Research philosophy can be defined as the
development of knowledge and its nature (Saunders et al., 2015). In other words, it
describes how investigators think about the development of knowledge (Johnson &

Christensen, 2017). There are three common research philosophies:

Positivist philosophy is grounded in a well-designed methodology that allows generality

and measurable observations and analyses the outcomes with the assistance of statistical
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techniques. This philosophy of research is used in natural science, and the role of the

investigator is important (Saunders et al., 2015).

Interpretive philosophy considers the social area of business and management as too
complex to be expressed in theories. In this research philosophy, investigators play an
important function in generating final results from the gathered data. In addition, some
influences, such as individuals having dissimilar social and cultural backgrounds, living

standards and personalities, influence the researcher (Saunders et al., 2015).

The philosophy of realism is grounded on the interdependence of social beliefs and values.
This type of philosophy emphasises the trust that really occurs in nature. This type of
philosophy also describes how individuals respond to real situations (Saunders et al.,

2015).

Since this study is based on a positivist paradigm and a quantitative methodology, the
discussion is concentrated on these issues, with some comparisons with other paradigms.
However, there is no single research technique that is better than any other (Benbasat et
at., 1987), and many authors use a combination of methods to improve the value of

research (Kaplan & Duchon, 1988).

4.2.1 The Positivist Paradigm

The positivist ontology assumes that the world is outside (Carson et al., 2001: Saunders
et al., 2015) and there is a single target reality to any circumstance which is independent
of the researcher’s beliefs or viewpoint (Hudson & Ozanne, 1988). Along these lines,
researchers adopt a supplementary methodology to conduct a reasonable examination of
a theme, making appropriate speculations and utilising a suitable exploration system
(Churchill, 1996; Carson et al., 2001). Positivist researchers stay distant from those whom
they are researching by establishing a separation, which is critical to remaining sincerely

impartial (Carson et al., 2001). They additionally make reasonable qualifications and
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judgements in the context of the epistemological certainty. Quantitative approaches are a
key to positivist research, which endeavours to accurately carry out organised research
strategies to find a single target reality (Carson et al., 2001: Saunders et al., 2015). The
positivist methodology is engaged in portraying connections and striving to distinguish
cause and effect relationships (Creswell, 2013). This is done through experimentation and

correlation studies.

Even though positivism involves attempting to simplify that which is complex by
underlining and monitoring variables, a few variables may be inconspicuous and become
known only once their effects are clear (House, 1991). Further, researchers may utilise
inappropriate tests. For instance, if information is not normally distributed, then a
nonparametric test is required. Moreover, the clarification of P-values is dependent on the
significance tests of the variables or theory (Blume & Peipert, 2003). Many empirical
studies in the field of management have used quantitative research to investigate the
relationships among a set of variables (e.g. Alavi & Leidner, 2001; Garcia-Morales et al.,

2006; Morgeson et al., 2010).

The positivist philosophy has various implications for the social sciences. The following

implications are adapted from Hughes (1994):

1. The quantitative study is the basis for valid generalisations.

2. The decision of what and how to study ought to be controlled by objective

standards instead of by human interests and beliefs.

3. The aim ought to be to recognise fundamental laws and causal
clarifications that explain human conduct.
4. The ideas should be operationalised to enable patterns to be examined

quantitatively.
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5. The role of the researcher is independent of the subject under study.
6. The issues are known with certainty, whether or not they are reduced to
the least complex, most observable parts.
A noteworthy aspect of positivism is the distancing of the researcher from what is being
examined. However, the expectation that a researcher can make an observation without
the influence of his or her opinions or values is arguably unrealistic (Gloldbart & Hustler,
2005). The present study is quantitative and analyses the associations between the

dependent and independent variables, as explained in the coming sections.

42,2 The Relationship between Ethics and the Study

The aim of this study is to analyse KC within an organisation. The emphasis is on
knowledge creation processes, such including socialisation, externalisation, combination,
and internalisation. This section discusses the relationship between ethics, knowledge
creation, and organisational performance. By creating positivist procedures in the field of
knowledge management (KM), we can consider business ethics as the ideas which guide

the organisation.

The purpose of such business morals is to improve the ethical decision-making and
execution at every level of a business (Singer & Singer, 1997). Svensson and Wood (2011)
proposed a theoretical system of business ethics through all sectors of an organisation
regarding moral structures, moral forms, and moral execution. They argued that the
execution of the proposed system throughout the organisation will help to transform
structures and procedures, prompting the improvement of hierarchical capacities and the
advancement of authoritative execution. Rezaiian and Ghazinouri (2010) investigated the
function of ethics in the application of KM frameworks. Their outcomes suggested that
there is a critical connection between ethics and the indices of the KM process, such as

genuineness, individual and aggregate trust, help and compassion, protected innovation
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right, duty, hard work and responsibility. A general example of KM would include sorting

out problems, learning from others’ viewpoints, creation, and sharing.

Given that KM often includes the conversion of tacit knowledge to explicit knowledge or
the transfer of tacit knowledge among individuals, this creates intellectual property for
the employer; thus, the exchange shifts proprietorship from the person to the collective
(Baskerville & Dulipovici, 2006). Knowledge exists in distinctive forms which may
include diverse conflicts. The conflicts can occasionally pit organisational rights to
information against individual rights. These rights emerge from acknowledged human
rights systems that include property rights and security rights (Baskerville & Dulipovici,

2006).

4.2.3 Ethical Implications

This study utilised a quantitative research method which is highly structured with well-
defined characteristics, as discussed earlier. Quantitative research allows researchers to
plan much of the research process early on. Ethics suggests a responsibility to consider
what is right while undertaking the study (Chow & Drummond, 2010). The respect for
research ethics guarantees that both the interests of the researcher and the participants are
served, accordingly enabling a smooth research process. The ethical issues that emerged

from this study are discussed below.

4.2.3.1 Confidentiality and Anonymity

Even though some studies divulge the identities of the participants, with their consent,
numerous studies oblige measures to guarantee the privacy of the information gathered
in the research. Ensuring the participants’ security is vital in numerous studies to maintain
trust in the researcher-subject relationship. The anonymity of the participants was

maintained throughout the study, and the participants were informed that any data they
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provided would be kept private. They were assured that the researcher would be the only
person to handle the gathered information, with complete tact and secrecy, where nothing
a participant said during the study would be utilised against him or her or would be
employed for any purpose other than the stated research purposes. Further, all the

information was stored on a password-protected computer.

4.2.3.2 Reporting Concerns

It is important that the participants are given the chance to address any concerns they may
have about the study with the researcher (Chow & Drummond, 2010). Indeed, it is
essential to give them the opportunity to seek clarification on an issue. Such an ethical
right ought to exist before, during and even after the study. According to this moral
necessity, the participants were provided with the contact information of the researcher.
Consequently, the participants had the ability to effectively report any problems or

concerns.

4.3 Research Design

A survey was organised among banks located in the Kingdom of Saudi Arabia to address
the research questions. Two banks were chosen to take into account their involvement in
some type of procedure change. The target respondents within each bank were employees
involved in or acquainted with the bank's KM processes. An outline of the research design

is given in Table 4.1.
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Table 4.1: An Outline of the Research Design

Investigation

Research Survey

Technique This is a suitable method to gather
data at the firm level.

Level of Banking Operation

Participants asked to make subjective judgments about their

banking operation.

Unit of

Investigation

The Bank
Respondents asked to make subjective

judgments about the operational performance of their bank.

Object An Employee Within Each Bank
Respondent Familiar with bank’s process improvement initiatives
and performance

Target Banking Industry in Saudi Arabia

Banks are required to be efficient in KM to maintain and

leverage knowledge

Banks The Riyadh Bank and the National Commercial Bank
Included (NCB).

Banks are knowledge-intensive industries

The research design is critical, as it acts as an outline for meeting the stated study
objectives. It helps the researcher reach the answers to research hypotheses and questions.
In general, research design includes a sequence of logical choices, which should be
rationally chosen by the researcher. These choices concern the research setting, aim of
the study, unit of investigation and time horizon. In addition, decisions are made about
the nature of the sample, data collection techniques and how the variables are to be

analysed (Cavana et al., 2001: Saunders et al., 2015).

The SECI model offered by Nonaka and Takeuchi (1995) incorporates the environment

of KM and of KC and conversion. This model was adopted in this study to analyse the
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KC process and at the same time investigate the impacts on performance improvement in
the Saudi banking sector. In this study approach, the research setting is domestic
commercial banks in Saudi Arabia. A case study was selected because it is considered
viable (Benbasat et al., 1987) for three reasons. The first reason is that the study was
conducted in an area which had not previously been undertaken. The second reason is
that it is critical to analyse the research problem in its authentic physical setting. The last
reason is that the researcher can ask why and how, to understand the reality and

complexity of the process taking place.

4,.3.1 Research Procedures and Instruments

KM deepens the understanding of knowledge processes in organisations and develops
procedures and instruments to support the transformation of different types of knowledge
into its main constructs, from basic KC through knowledge conversion (de Carvalho et
al., 2001). “Instruments used to capture information from respondents must focus on
perceptual, self-reported measures of operational capabilities” (Wu et al., 2010:733). A
knowledge exchange protocol, which is a process that structures information exchange
between recipients of information in a systematic way, could be used to enhance the

movement of TK and EK (Herschel et al., 2001).

KC is considered a central part and the first step in the cycle of implementing KM. There
are several approaches, techniques and tools that can be used to "extract” EK to create
new knowledge and to organise all knowledge in a systematic manner (Ceptureanu &
Ceptureanu, 2010). It has been suggested that organisational capabilities are more
appropriate for establishing an empirical relationship between operational practices and
firm performance (Tan et al., 2007; Wu et al., 2010). Organisational performance can be
improved by building operational capabilities and by implementing practices that lead to

process improvement and quality management (Tan et al., 2007). All these constructs
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were measured by multi-item scales based on a 5-point Likert method, and all the

measures were perception-based, self-reporting survey types of instruments (Joo, 2007).

Pilot questionnaires were distributed, in order to reduce potential error sources (Salvucci
et al., 1997). The survey questions were revised according to the feedback and the results
of the data evaluation of the pilot questionnaires. To obtain a high response rate, the
questionnaire was translated into Arabic. The final questionnaire was presented in both
Arabic and English and has five sections (Appendix A): personal information of the
respondents, organisational culture, knowledge creation processes (socialisation,
externalisation, combination and the internalisation process), organisational creativity

and bank performance (efficiency, growth, and profit).

4.3.2 Measurement Scales

The survey questions rely on existing scales for the constructs in the conceptual model.
Using established scales raises the reliability of questionnaire instruments and saves effort
and time (Straub, 1989). All the variables in this study including KCP, which contains
the four sub-dimensions (socialisation, externalisation, combination, and internalisation)
were calculated utilising existing published scales in the knowledge management
literature. Multi-items measures were utilised and each item was based on five-point
Likert-type scale (1=strongly disagree to 5=strongly agree). In addition,
CFA was conducted using Amos v.24, and the author deletes items with factor loading
values below 0.5 for all variables including KCP to be consistent with the four sub-
dimensions. Furthermore, CFA was performed for removing as much common variance

as possible in the first factor.

The survey asked respondents to subjectively assess their bank’s KC practices and bank

performance improvement. For the four modes of KC, this study adopted the work of
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Anand et al. (2010), who studied the impact of KC on project performance. Anand built
scales that associated process improvement to certain modes of KC. In addition, the
research drew on the work of Lee and Choi (2003), who studied the knowledge
management enablers, knowledge creation processes, and organisational performance.
For organisational creativity, this study adopted items from Albaum, (1997); Vicari and
Troilo (2000); and Lee and Choi (2003). For organisational performance, the study
adopted the scale established by Murphy et al. (1996); Quinn et al. (1996); Davenport
(1999); Shani et al. (2000); Lee and Choi (2003); and Wu et al. (2010). The selection of
the constructs was built on a sound theoretical background and oriented to the banking

sector in Saudi Arabia (see Table 4.2).

Table 4.2: The Description of Instruments used in this Study

(A) Organisational Culture (OC)

Collaboration (CC; 4 items) | CC1: Our bank members are supportive.
CC2: Our bank members are helpful.
CC3: There is a willingness to collaborate across bank

units.
CC4: There is a willingness to accept responsibility for
failure.

Trust (CT; 4 items) CT1: Our bank members are generally trustworthy.
CT2: Our bank members have reciprocal faith in others'
ability.

CT3: Our bank members have relationships based on
reciprocal faith.

CT4: Our bank members have reciprocal faith in others'
decision toward Bank interests than individual
interests.

Learning (CL; 4 items) CL1: Our bank provides various formal training
programs for performance of duties.

CL2: Our bank encourages employee to attend
seminars, symposia, etc.

CL3: Our bank provides opportunities for informal
individual development other than formal training such
as work assignments and job rotation.

CL4: Our bank provides various programs such as
community gatherings.
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(B) Items Measuring Knowledge Creation Processes (KCP)

Socialisation
items)

(KCS; 4

Externalisation (KCE; 5
items)

Combination
items)

(KCC; 4

Internalisation
items)

(KCl; 4

KCS1: Our bank ordinarily implements cooperative
projects over directorates.

KCS2: Our bank ordinarily utilises apprentices and
guides to exchange information.

KCS3: Our bank more often implements brainstorming
retreats or camps.

KCS4: Our bank more often adopts employee rotation
across areas.

KCEL: Our bank generally embraces a problem-
solving system based on a technology like case-based
thinking.

KCE2: Our bank generally embraces groupware and
other learn coordinated effort instruments.

KCE3: Our bank implements pointers to expertise.
KCE4: Our bank generally implements modelling
based on analogies and metaphors.

KCES5: Our bank generally captures and exchanges
experts' knowledge.

KCC1: Our bank regularly adopts web-based access to
data.

KCC2: Our bank regularly utilises web pages.

KCC3: Our bank regularly utilises databases.

KCC4: Our bank regularly adopts repositories of
information, lessons learned, and best practices.

KCI1: Our bank mostly embraces on-the-job training.
KCI2: Our bank mostly embraces learning by doing.
KCI3: Our bank mostly embraces learning by
observation.

KClI4: Our bank usually forms teams as a model and
conducts experiments and shares results with all
departments.

(C) Items Measuring Organisational Creativity (OC)

Creativity (OC; 5 Items)

OC1: Our bank has created many novel and useful
ideas (services).

OC2: Our bank considers creating novel and useful
ideas (services).

OC3: Our bank devotes much time for creating novel
and useful ideas.

OC4: Our bank dynamically generates novel and useful
ideas (services).

OCS5: Our bank adopts an atmosphere that is conducive
to our own capability to create novel and useful ideas.
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(D) Items Measuring Organisational Performance (OP)

Efficiency (OPE; 3 items) OPE1: Our bank is typically satisfied with return on
investment.

OPE2: Our bank is typically satisfied with return on
equity.

OPE3: Our bank is typically satisfied with return on
asset.

Growth (OPG; 3 items) OPG1: Our bank is typically satisfied by sale growth.
OPG2: Our bank is typically satisfied by employee
growth.

OPG3: Our bank is typically satisfied by market share
growth.

Profit (OPP; 3 items) OPP1: Our bank is generally satisfied by return on
sales.

OPP2: Our bank is generally satisfied by net profit
margin.
OPP3: Our bank is generally satisfied by gross profit
margin.

Respondents were asked to rate their bank relative to the last year on each item. The
constructs were measured by a well-established item scale developed by Sveiby &

Simons (2002); it is a 5-point Likert-scale (1 = strongly disagree to 5 = strongly agree).

4.4 Piloting of the Questionnaire

The pilot study enabled the researcher to make some assessment of the questions’ validity
and the reliability of the information gathered and to ensure that the information gathered
would enable him to answer the study questions. Neuman (2014) contends that by
utilising pilot tests, the researcher increases the reliability of measurements. The goals of
the pilot study were to ensure that the questionnaire was concise and clear, to evaluate the
time required to finish the survey, and to ensure that the measurements revealed their
expected meaning. In addition, the maximum value of the standard deviation of the pilot
study was utilised in determining the sample size for the main study. The pilot study was
conducted after the translated version of the survey had been finished and checked. A

member of academic staff (Professor) working in King Faisal University - Research
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Centre asked to participate as an expert. He reviewed the questionnaire and provided a
few comments and suggestions, such as increasing the sample size to avoid a low response
rate; and avoiding the confusion between innovation and organisational creativity. In
addition, he suggested that a pilot study should be conducted with 40 participants (about
2% of the sample size) to validate the substance of the study instrument and to test the
survey. The pilot respondents were requested to read the introductory letter, finish the
survey, and give feedback, and additionally give a general response in view of their
experiences. Feedback was utilised to make important adjustments to improve the survey.
The randomly selected 40 participants from various branches of banks showed that the
response time for the survey was roughly 23 minutes. A total of 36 returns were collected,
two of which were incomplete and were discarded. The response rate was found to be

90%.

Only few of the participants provided feedback. They recommended changing some
spellings and a few words and expressions to be clearer and more precise in a banking
context. For instance, top management recommended that "I do not know” should be
added to Q11. Also, adding "create novel and useful ideas™ in all activities related to
organisational creativity was recommended to avoid the confusion between innovation
and organisational creativity. The most important recommendation from both banks was
to avoid using an electronic questionnaire, but to have a paper questionnaire distributed
and collected by the researcher, to improve the response rate, although it would need more
effort and time. All their remarks were considered and reflected again in the English

version of the survey.

113



4.4.1

Pilot Study

Means, Standard Deviations and Reliability Estimates of VVariables in the

The main variables in this study are shown in Table 4.3. In order to manage common

method variance (CMV) during the research design, each item was given a code and all

the items mixed and listed randomly in the distributed questionnaire (Table 4.3).

Table 4.3: Cronbach Alpha Reliability Estimates, Standard Deviations, and Means
of Variables used in the Pilot Study

Code | Mean Std. Cronbach's [ Code | Mean Std. Cronbach's
Deviation Alpha Deviation Alpha

OC5 | 3.76 923 947 OPG1 | 4.59 .609 .948
OC3 | 3.53 .992 947 CT3 | 3.82 .834 .948
CC1 | 3.85 610 .948 CT4 | 3.56 1.209 .948
KCI3 | 3.88 1.066 .948 OC4 | 3.97 .627 .948
KCS2 | 3.79 1.008 .946 CL1 | 3.94 .952 947
KCI1 | 4.03 797 .948 OPG2 | 3.74 1.024 .946
KCI4 | 3.68 912 947 CL3 | 3.56 1.021 .946
KCS4 | 4.09 753 .950 OPE2 | 4.09 514 .948
KCI2 | 3.97 797 .948 CL2 | 3.62 .888 947
OPG3 | 4.68 .684 .949 KCC3| 3.88 .808 947
OPP1 | 4.41 .500 .949 CL4 | 3.82 .968 .948
CC2 | 3.76 923 .948 KCS1 | 3.76 .923 .946
OPP3 | 3.88 .686 .948 KCE4 | 3.82 .936 .948
CT1l | 4.09 621 .949 KCS3 | 3.41 1.048 .948
KCE3 | 3.76 1.075 .950 OPP2 | 3.88 537 .949
CC4 | 3.09 1.026 .948 KCE5 | 3.68 1.007 .946
KCE2 | 3.59 .857 .946 KCE1| 3.59 .988 947
CC3 | 3.59 1.048 947 OC1 | 4.06 .886 947
KCC1| 3.53 1.134 947 OPE3 | 4.15 784 .949
KCC2 | 4.00 .888 947 KCC4 | 3.82 .834 .948
CT2 | 3.88 .808 947 OC2 | 3.85 784 .948
OPE1 | 4.32 .589 .948

114



The reliability of a measure is the consistency of the outcomes each time the same thing
is measured using Coefficient or Cronbach's alpha (Hair et al., 2010). Cronbach’s alpha
is an index of the internal consistency of the items and also a suitable estimate of
reliability (Gregory, 2015). Reliability will be high if the items are highly correlated.
Reliability values of Cronbach’s alpha above 0.70 reflect acceptable reliability, above
0.80 reflect good reliability, and above 0.90 signify excellent reliability (Hair et al., 2010).
Table 4.3 shows that Cronbach’s alpha is for all items was more than 90%, which
indicates a high level of internal consistency for the scales with this specific sample. The
main conclusion reached from the pilot study was that the planned research was
practicable. The outcomes of the pilot study indicated that research on organisational
culture, knowledge creation, creativity and performance in the Saudi banks could be

successful.

4.5 Research Population

The banking industry in the Kingdom of Saudi Arabia (SA), which is the biggest segment
of the financial system in the country, has remained extremely profitable and capitalised
(SAMA, 2015). The number of banks working in SA totals 24, including 12 branches of
foreign banks (Joint Ventures). Banks operating in SA have in total 1,937 branches, with
47,259 employees and under the authority of SAMA (the Saudi Monetary Agency). The
oldest and largest two domestic commercial banks were covered in the present study.

These banks are the Riyadh Bank and the National Commercial Bank (NCB).

4.5.1 Sample Size Determination

The sample must be chosen according to accurate measures. If the sample is correctly
chosen it will be adequately precise in most circumstances, and mostly a good
approximation of the population. Thus, the findings can be generalised based on the

sample drawn from the population. The aim of sampling is to allow investigators to
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analyse an unknown characteristic of the population (Zikmund, 2003). One of the
methods utilised to create implications from the sample is to use a confidence interval
technique. This method emphasises the consistency of the sample mean in analysing the

population mean.

Cochran (1977) utilises two variables to express the error approximation in the study: the
risk the researcher is willing to take (the margin of error); and the alpha level, which
signifies the willingness of the researcher to report an error made unintentionally to accept
that the real margin of error exceeds the satisfactory margin of error (Bartlett et al., 2001).
Although there are numerous equations within this approach, Cochran’s equation is used
more often (Bartlett et al., 2001). This equation is utilised to calculate the sample. All of
this study’s variables, organisational culture, knowledge creation processes,
organisational creativity, and bank performance, are based on the five-point Likert scale.
The alpha level used in calculating a sample size in most studies is either 0.05, or 0.10
(Aryetal., 1996). While there is a lack of empirical studies in KM, the majority of studies
used the alpha level of 0.05 (Lee & Choi, 2003; Saarenketo et al., 2004). In Cochran’s
equation, the alpha level selected was combined by using the t-value (Bartett et al., 2001).
According to Krejcie and Morgan (1970), the suitable margin of error is 3%. Based upon

the above facts, the following equation was utilised in this study:

t? x s 2
n= *(1+—)

e? np
(1.209)2  (1.96)? 2
B (0.15)2 ) ( * E)

=262

Where n is the required sample size, and np is the pilot study sample size. t is the value

for the selected alpha level of 0.05 which equals to 1.96; e is the acceptable error margin
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for the mean being projected = 5*0.03 = 15%, where 5 is the value of the continuous five-
point Likert scale (Bartlett et al., 2001); and s is the approximation of standard deviation
of the population. To estimate the standard deviation, Cochran (1977) and Choi and Lee
(2003) used the maximum standard deviation value of the pilot study. In this study 1.209
was utilised which is the highest value of standard deviation in the pilot study, as shown

in the above Cochran formula in order to determine the sample size.

4.6 Data Screening and Verification

The questionnaire is assumed to provide high-quality data, and normality, reliability and
validity tests are used to verify the accuracy of the empirical research (Yin, 2009) (see

Tables 5.3-5.6: Chapter 5).

Data screening is essential for statistical analysis (Hair et al., 2010). This includes
inspecting for distributional characteristics, missing data, and significant outliers.
Significant outliers are related to normality with analysed variables. Testing data
normality is critical because some estimation techniques, such as regression analysis, are
based on the assumption of normality (Tabachnick & Fidell, 2007). If the data is not
normally distributed, the standard error will be underestimated and the goodness of fit
(R?) statistic will be related (MacCallum, 1990). In addition, one of the basic assumptions
of the estimation method will be violated. Missing data result in inflated fit statistics,

biased coefficient estimates and convergent failures (Shah & Goldstein, 2006).

Standard deviation (SD) and standard error (SE) in statistical analysis are important to be
screened. SD shows how well the mean represents the data, while SE shows how a sample
represents the population (Field, 2013). High SD implies that the mean does not represent
the data. Large SE shows that there is a variation among the means of the various samples,

which implies that the sample does not represent the population.
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4.6.1 Reliability

Reliability is the degree to which the questions used in the questionnaire offer the same
information each time it is used under the same conditions (Treiman, 2009). There are
three types of reliability: alternate forms, test re-test, and internal—consistency reliability
(Miles, 2001). Most researchers investigate only internal-consistency reliability due to
the practical difficulty of the two other types. The Cronbach’s Alpha test is extensively
used to evaluate internal consistency reliability (Treiman, 2009). A value of Alpha of 0.5
to 0.6 implies sufficient reliability (Nunnally, 1978), and with 0.7 or more implies good

reliability (Hair et al., 2010).

4.6.2 Normality

The normality test is used to check whether the selected sample is random, with unknown
mean and dispersion. As a rule, this test is applied before using methods of parametric
statistics, which require distribution normality (Gujarati, 2002). A normality test was

conducted in this present study because multiple regressions were used.

4.6.3 Validity

A validity test is about the accuracy of the measurements taken. It is primarily a matter
of forming a suitable theoretical relationship between a concept and its values (Bryman
& Bell, 2015). There are two major types of validity: construct and content (Sekaran &
Bougie, 2010). The SECI model is shown to be logical and to have content validity.
However, the validity of the constructs and scales was tested in this study (see Table 5.9:

Chapter 5).
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4.6.4 The Effects of Common Method Variance on Significance Testing and

Parameter Bias

Common method variance (CMV) is broadly viewed as a genuine threat to the validity of
results in light of self-reports (Lai et al., 2013). The bewildering impact of CMV has
attracted a great deal of consideration in organisational research (e.g., Podsakoff et al.,
2003; Spector, 2006; Brannick et al., 2010). CMV can be defined as the shared variance
between variables because of the use of a typical estimation procedure (Spector &
Brannick, 2009). Podsakoff et al. (2003) recognised four potential sources of CMV: self-
report information, item context, estimation context, and item characteristics. However
worries about CMV are restricted to the utilisation of a self-report survey (Brannick et al.,

2010).

There are three frequently used techniques to estimate CMV. The first technique is
Harman Single Factor (Harman, 1960). This technique has the advantage of
straightforwardness. On the other hand, there are numerous shortcomings with this
technique. For example, the sample may be liable to various sources of bias, but this
method assumes a single source which possibly distorts the genuine biases; and as the
number of variables increases, this technique becomes less effective (Kline, 2005). This
second technique is a common latent factor which assumes no cooperation with the
constructs and does not permit the investigator to embed any known or suspected causes
of bias. Thus, this technique might really provide different biases, like the Harman Single
Factor strategy. The third technique (common marker variable) permits the investigator
to incorporate measures presumed to impact the reason of the bias itself (Lindell &
Whitney, 2001). There are various advantages to this technique. Firstly, it permits
estimation error to be assessed. Second, the impacts of biases are measured

straightforwardly as opposed to being gathered from the model's measures (Lindell &
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Whitney, 2001). Accordingly, in order to manage common method variance (CMV)
during the research design, each gquestion was given a code and all the questions mixed

and used randomly when listed in the distributed questionnaire.

Factor analysis looks for common elements (common factors). The method for removing
factors endeavours to take account for as much common variance possible in the first
factor. Ensuing variables are, thus, proposed to represent the greatest measure of the
remaining fundamental change until, ideally, no common variance remains. Accordingly,
this study utilised confirmatory factor analysis (CFA). CFA is a statistical procedure
utilised to confirm the element structure of a set of observed variables. CFA permits the
analyst to test the hypothesis that a connection among observed variables and underlying
latent variables exists. The investigator utilises empirical research and afterwards tests

the hypothesis. The process of data analysis with CFA will be explained in Chapter 5.

4.7  Multivariate Analysis Methods

This section presents the procedures for examining the suggested hypotheses to answer
the research questions about the relationship between organisational culture, knowledge
creation processes, organisational creativity and organisational performance. This section
describes the quantitative research, which used correlation, and multiple regressions in
estimating the relationship among constructs. In addition, CFA was utilised to test the

dimensionality as well as the validity of any measurement.

4.7.1 Factor Analysis and Latent Variables

Factor analysis is a popular research technique normally used to observe a small number
of factors (also named unobserved variables or latent variables) which explains the
covariance between a larger numbers of manifest variables (e.g. termed observed

variables). Factor analysis has two types: Exploratory Factor Analysis (EFA) and
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Confirmatory Factor Analysis (CFA). Whereas EFA is used to explore patterns in the
data, the main function of CFA is to test explicitly stated hypotheses. The EFA and CFA
techniques have some similarities. Both are founded on linear research models; research
tests related to both methods are valid; they assume a normal distribution; incorporate
latent constructs and measured variables. However, CFA and EFA techniques also have
some differences for example, CFA requires specification of a model, the number of
factors, which items load on each factor as well as the support of all model by previous
research or theory. In contrast, no substantial constraints are imposed on data when using
the EFA. Instead, it is assumed that every observed variable is impacted by every common
factor while, CFA is theory-driven. It is possible to set practically significant constraints
on the factor model when using CFA. The main advantage in using CFA is that it permits
the test of hypotheses about a specific factor structure. Therefore, CFA was utilised in the
current study and was estimated using AMOS (Arbuckle, 2016). CFA can be shown in
path diagrams, in which circles signify the latent concepts and squares signify observed
variables. Additionally, single headed arrows are utilised to propose a trend of
hypothetical causal effect, while double-headed arrows are utilised to show covariance

between latent variables.

4.7.2 Confirmatory Factor Analysis (CFA)

Confirmatory factor analysis, which is considered a very rigorous technique, is generally
applied in the final stages of any research process while testing any theory related to latent
processes (Tabachnick & Fidell, 2007). In this study, confirmatory factor analysis is used
for two purposes: for testing the (a) dimensionality as well as (b) the validity of any

measurement (Gerbing & Anderson, 1988; Tellefsen & Thomas, 2005; Hair et al., 2010).
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(a): Testing the dimensional structure of the measurement

For measurement, constructs are typically divided into two categories, including
multidimensional and single-dimensional. Single-dimensional refers to a set of measured
indicators/variables having a single fundamental construct (Hair et al., 2006). For
measured variables or factors to be related in a single-dimensional construct any two
measured variables should have zero covariance (Hair et al., 2006). In measures which
are multidimensional, the measurement of constructs is done by various related but
different dimensions, each of which can be measured by a number of discrete indicators
(Byrne, 2006; Hair et al., 2006). Many research practices can be utilised for analysing the
dimensional properties associated with diverse measures, for example, exploratory factor
analysis and coefficient alpha. However, some argue that the coefficient alpha is not a
suitable technique for testing dimensionality, even though it has been utilised for this
purpose in various researches (Rubio et al., 2001). The limitations of the present research
methods are addressed below, with detailed discussions regarding testing through CFA

the dimensional structure of the measurement.

For testing reliability or internal consistency, the coefficient alpha is generally used,
according to which, when two items are utilised for measuring a construct, the correlation
between items should be high (Cooper & Schilinder, 1998). Even though the coefficient
alpha is essential to test internal consistency, this is not adequate for examining the
dimensionality of items (Anderson & Gerbing, 1982). This is because items may be linked
but multidimensional (Cortina, 1993). Uni-dimensionality should not be considered the
same as the reliability (Rubio et al., 2001). Increasing the number of items of a measure
tends to improve the reliability, irrespective of the dimensionality of the measure
(Nunnally & Bernstien, 1994). Hence, it is possible to obtain an acceptable coefficient

alpha regardless of the dimensionality of measure (Rubio et al., 2001).
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For a long time, exploratory factor analysis (EFA) was utilised for testing the structure of
items of a measure (Rubio et al., 2001). It enables recognition of the total number of
factors in a specific scale, can as well as the items with a high weight on each factor
(Field, 2013; Pallant, 2016). Nevertheless, if a construct is uni-dimensional, still there
could be various factors that are composed of different items that help in defining the
construct; whereas the dimensionality of measures is not tested by the number of factors
utilised for measuring a construct (Rubio et al., 2001). Likewise, Hunter and Gerbing
(1982:273) suggested, “EFA is a poor ending point for the construction of a uni-
dimensional scale”. While one function of EFA is to combine significantly correlated
items into the same construct (Pallant, 2016), variables may still be related for various
reasons, apart from being measures of the same factor (Rubio et al., 2001). Although
rotation and extraction in EFA give it significantly more elasticity, rotational methods
such as the direct oblimin in SPSS allow the aspects to be related (Tabachnick & Fidell,
2007). Moreover, there are two feasible reasons behind correlation of the influence, and
both lead to different conclusions. One is that factors might be highest order factors that
include measures of single dimensions of another construct; another explanation for
factor correlation is that outcomes of the factor represent various dimensions of a
construct (Rubio et al., 2001). Moreover, using SPSS, the factors after the EFA test are
normally used as variables generating composite scores of the items that are likely to
measure each construct (Hair et al., 2006; Field, 2013). Although "composite score is
meaningful only if each of the measures is acceptable unidimensional” (Gerbing &
Anderson, 1988:186). To conclude, if a researcher fails to test the multidimensionality of
a measure, this means that whether it measures two or more dimensions of a single
construct, problems can occur, and it makes the evaluation of the scale inaccurate,

resulting in erroneous conclusions about the measures (Rubio et al., 2001).
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In view of the limitations of the use of the coefficient alpha and EFA for testing the
dimensionality of measures, as discussed above. Confirmatory factor analysis (CFA) can
be an alternative way of checking the dimensional structure of measures (Byrne, 2010).
CFA could be utilised for building various models and assessing varying properties and
factorial structure of scales (Byrne, 2010). It could also be used as a research technique
in order to test relations between measured and latent variables (Hair et al., 2006; Byrne,
2010; Kline, 2011). In CFA, various models can be developed for testing the
dimensionality of measures. For example, (i) all features can be allowed to correlate freely
(i) all indicators can be tested in order to examine whether they are measuring one
construct (iii) they measure a single high-order construct; they might be correlated with

each other (Byrne, 2010).

(b): Testing the validity of the measurement

For testing the factor loadings of the observed variables on the latent variable.
Confirmatory factor analysis is an appropriate technique (Byrne, 2010). This allows the
researcher to assess a construct with due respect to discriminant and convergent validity
(Hair et al., 2006; Klien, 2011). Discriminant and convergent validities are discussed

below.

(c): Convergent Validity

It is used in order to measure the extent of a constructive relationship between the scale
items that are developed in order to measure the same construct or concept (Nachmias &
Nachmias, 2007). It can simply be said that it is verified by convergent validity that

measures which should theoretically relate are also linked in reality.

CFA assesses convergent validity by utilising three criteria. The first criteria on is that

factor loadings should have a minimum value of 0.5. The second criteria on is that the
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composite reliability should be at least 0.7. The third criteria on is that the AVE (average
variance extracted) 0.5 or greater (Hair et al., 2006). The reliability of a complete set of
indicators that are heterogeneous but similar in nature is measured by composite
reliability, whereas Cronbach’s alpha is utilised in order to test the reliability of the
individual variable. Likewise, composite reliability is selected to test the reliability of a
latent variable or construct. AVE provides the overall summation of the variance of the
manifest variables that make up underlying constructs (Hair et al., 2006). The present
study provides composite reliability as well as average variance extracted with the use of

different formulas as mentioned below (Hair et al., 2006).

CR = (Squared sum factor loadings for construct items)

- (Squared sum factor loadings for construct items)+(Sum of the estimation error variance for a construct)

Sum factor loadings for construct items

Average variance extracted (AVE) = -
Number of items per constract

(d): Discriminant Validity

It is concerned with the demonstration that measures do not correlate with others which
no theoretical relationship can be expected. It is used to confirm that measures that are
not linked theoretically are actually unrelated (Schumacker & Lomax, 2010). There are
generally two ways that are available in confirmatory factor analysis for testing
discriminant validity (Hair et al., 2006). One is to take two specific constructs, which can
be fixed in order to have a correlation equal to one; in other words, it can be said that this
is similar to identification of items that are structured as two constructs that might make
just one construct. If the fit of the two-construct model is significantly different from the
single construct model discriminant validity is supported (Byrne, 2010). Nevertheless, it

was suggested by Hair et al. (2006) that in some situations, such models do not provide
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strong evidence for discriminant validity, since a strong correlation at times as high as
0.9, can create a significant difference in the fit between two models. Therefore, a more
accurate test was developed by Fornell and Larcker (1981) and Hair et al. (2006), which
compares the value of average variance extracted for two constructs having squared
correlation evaluations between the same two constructs. According to this test, the value
of AVE ideally should be greater than the squared correlation evaluation in order to

confirm the discriminant validity (see Table 5.9 — Chapter 5).

4.7.3 Correlation Analysis

The variables in this study were quantitative, having five values; thus, Pearson’s
correlation was used to analyse the degree to which they are linearly related (Hair et al.,
2010). Correlation is a bivariate analysis that measures the strengths of association
between two variables. It is used to identify aspects of the relationship among various
dimensions of the constructs. The value of the correlation coefficient lies between —1 and
+1. When the value is around + 1, then there is said to be a perfect association between
the variables. As the value of the correlation coefficient goes towards 0, the association

between the two variables becomes weaker (see Table 6.1: Chapter 6).

4.7.4 Regression Analyses

The regression technigue is the most widely used approach in the social sciences to study
all kinds of dependent relationships (Tabachnick & Fidell, 2007). It is a strong methodical
tool used to verify which particular independent variables forecast the variance in the
dependent variable chosen by the study (Hair et al., 2010). After determining the
relationships between variables and factors by the correlation analysis, it is essential to
find the strength and the path of the relationship between variables. Thus, multiple
regressions were used to test the hypotheses stated in Chapter 3 to forecast the relative

contribution of organisational culture, knowledge creation, and organisational creativity
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to performance (the outcome variable). The multiple regression in its basic form is as

follows:

y = a+31X1+ 32X2+"'+BKXK+U,

where y is the dependent variables, a is the value of y when all independent variables are
equal to Zero (intercept), B, B, ..., By are the coefficients to be estimated, X;, X, ...
Xy are the independent variables, and u is the standard error of the estimates (Hair et al.,
2010). In this study, twelve regression equations were estimated using OLS to achieve its

goal.

a) Testing the Effect of Trust, Learning, and Collaboration on Knowledge Creation
Processes.
KCP=o + 3, CT+B, CL+ 85 CC+ L
KCE= o + B, CT + B,CL + B3 CC +
KCS= o< + , CT + B,CL +B; CC +
KCC= o« + B, CT + B,CL +B3; CC+ p
KCl= o< + B, CT + B,CL + B, CC +
b) Testing the Effect of Knowledge Creation Processes on Organisational

Creativity.

OC=« + B KCP + u
0C =« + B, KCS+ B, KCE + B3 KCC + B, KCI +p
c) Testing the Effect of Organisational Creativity on Organisational Performance.

OP=x +B0C+u

The technique of ordinary least squares (OLS) was employed to estimate the coefficients

of the regression equations. This technique was chosen because it yields desirable results,
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such as an unbiased estimator (Plane & Oppermann, 1977). In addition, the Statistical
Package for Social Science (SPSS) was used for statistical analysis. It is essential to
investigate some issues in multiple regressions, specifically testing the significant of the

estimated coefficients and detecting statistical problems in multiple regressions.

The significance of the estimated coefficients. A t-test is used to find out if there is a
significant relationship between the dependent variables and each of the independent
variables. A low P-value (> 0.05) shows that the independent variable (X) is associated
with changes in the dependent variable (y). The F-value is a statistical test used to
determine whether the estimated model as a whole has the significant analytical capability
(all the dependent variables are associated with changes in the dependent variable). To
detect how well the estimated regression model fits the sample data, R? is used in simple
regression. In multiple regression, adjusted —R? for the degree of freedom should be used
(Gujarati & Porter, 2010). By adding a variable to a regression model, R? increases even
if caused by chance alone. However, one study reported that the values of both are the
same (Yang, 2007). In addition, some studies have used only R? in multiple regression

(for example, Ogbonna & Harris, 2000).

Detecting statistical problems in Regression Analysis. Some statistical problems are
associated with multiple regression models, such as serial correlation and
multicollinearity. Serial correlation frequently arises when time-series data are used and
the values of dependent variables are independent of each other. Multicollinearity
frequently arises when time-series or cross-sectional data are used. This statistical
problem relates to the case where there is a high degree of correlation among two or more
independent variables. In this case, estimated regression models are incapable of splitting
their individual influences because of the two independent variables act in such a similar

way (Hair et al., 2010). A suitable solution is to remove one of the related variables.
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However, some studies in high-ranked journals did not detect this problem (for example,
Asmussen et al., 2013). The present study tested this problem when using regression

analysis.

The incidence of multicollinearity raises the likelihood of mistakes in hypothesis testing
(Field, 2013). The tolerance measure and the variable inflation factor (VIF) can be used
for diagnosis of multicollinearity in multiple regressions (De Vaus, 2014). VIF values
over 1.00 and below 10.00 imply that there is no multicollinearity problem (Tabachnick
& Fidell, 2007; Hair et al., 2010). The study’ results of these measures will be reported in

Tables 6.4-6.9: Chapter 6.
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4.8  Chapter Summary

In this chapter, the methodology used to achieve the aim of the study has been
summarised and the research philosophy was explained, with various types of techniques
to help in avoiding unsuitable and irrelevant works. Also, this chapter explains the
research design that was used to study organisational culture and KC and their impact on
performance improvement in Saudi banks. Reliability, normality and validity tests were
presented to be used to verify the accuracy of the data. Also, the research population and
sample were explained. This chapter identified the procedure of examining the suggested
hypotheses. The next two chapters report the results from the empirical survey based

research.
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CHAPTER 5: SURVEY DATA ANALYSES AND FINDINGS

5.1 Introduction

The purpose of this chapter is to describe and justify the methods used in the statistical
analysis of the data collected from the administration of the survey in the main phase of
the research. This chapter provides the findings of the analysis of the scales used in the
questionnaire to measure the concepts suggested in the research model. In addition, the
evaluation of reliability and validity were executed since the evaluated measured
constructs in the scales were come from past studies and had not been operationalised
inside the Saudi context. Following measurement of scale reliability, CFA used to

evaluate the validity of the scales and the goodness of fit.

5.2 Demographic Characteristics

Descriptive statistics concentrate on the description of information that has been gathered
and introduced without testing hypotheses. The SPSS (version 24) and Amos are utilised
for the analysis of the data. Overall, 262 questionnaires were distributed to the two largest
Saudi banks (Riyadh and National Commercial Banks). The total number of
questionnaires collected was 262, of which 48 cases had numerous missing responses.
These were excluded from the analysis, consequently, 214 was the total number of
questionnaires that qualified for the analysis giving a response rate of 82%. This response
rate is considered reasonably high, since the questionnaire was quite long and the

participants were bank employees who normally have a busy work routine.

Table 5.1 presents the demographic data gathered from the sample surveyed in the study.
The highest percentage of 42.5% is for the participants aged between 23-30 followed by
41.1% for those aged between 31-40. The survey results demonstrate that the gender

structure is extremely uneven. Table 5.1 shows that 98.6% of respondents were male and
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1.4% were female. The huge difference between these proportions refers fundamentally

to the difficulty of accessing females, due to the cultural emphasis on privacy for women

in SA and the strict separation between the genders. Table 5.1 also shows that the

respondents who had work experience of fewer than 5 years constituted 38.4%, followed

by 36.4% for the respondents who had work experience of 5-10 years. More than a half

of the respondents (50.5%) have less than a Bachelor Degree, while 43% had a BSc

Degree. The majority of the participants (79.9%) evaluated the decision-making process

in their bank as centralised.

Table 5.1: Respondents Characteristic (n=214)

National
Riyadh Commercial | All
Profile Category Bank Bank Respondents
Percent (%) | Percent (%) | Percent (%)
<23 years 1.70 4.30 2.80
23-30 Years 42.1 43.0 42.5
31-40 Years 46.3 344 41.1
41-50 Years 9.10 12.9 10.7
>50 Years 0.80 5.40 2.80
Male 94.2 935 98.6
Female 5.80 6.50 1.40
<5 Years 40.5 41.9 38.4
5-10 Years 32.2 355 36.4
11-15 Years 15.7 7.50 13.6
>15 Years 11.6 15.1 13.6
<BSc 52.1 48.4 50.5
BSc 39.7% 47.3 43.0
MS 8.30 4.30 6.50
Centralised 81.0 78.5 79.9
Decentralised | 19.0 21.5 20.1
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5.3 Preliminary Findings of Descriptive Statistics

In a statistical examination, standard deviation (S.D.) is an indication of how well the
mean signifies the observed data, while standard error of the mean (S.E.) is a measure of
how well a specific sample represents the population (Field, 2013). A large SD shows
that the scores gather more extensively around the mean; therefore, the mean is not a good
interpretation of the sample. On the other hand, a small SD indicates data points less
clustered around the mean, and hence sufficiently represents the sample. Standard error
(SE) show the flexibility of sample mean. A big SE means that there is a lot of deviation
between the means of the various samples, which indicates that the data is a bad
representative of the population. On the other hand, a small SE represents a position
where sample averages are close to the population mean; thus, the sample is a good
representation of the population. Table 5.2 shows the descriptive data and frequency
distribution. The values of SE and SD of all variables in this study were comparatively
small when matched to the means. Consequently, it can be concluded that the mean values
can be utilised as a representative value for the variables in the data sample. In order to
interpret the mean values of all variables estimated from the whole sample, the
explanation of such means was conducted with reference to the 5-point scale structure for
all variables; the values of (5) and (1) denoted the highest and lowest score, respectively.
The purpose of this description is to summarise the form of the item-wise replies of the
5-point Likert scale, anchored by strongly disagree (S.D.), disagree (D), neither agree nor

disagree (N), agree (A), and strongly agree (S.A.).
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Table 5.2: Descriptive Data and Frequency Distribution (n=214)

Factor Descriptive Data Frequency Distribution (%)
Mean Std. Dev. SD D N A SA
Trust
CT1 4.01 0.760 14 33 9.8 63.6 22.0
CT2 3.72 0.854 19 75 20.6 57.0 13.1
CT3 3.76 0.854 1.4 7.5 20.6 55.1 154
CT4 3.78 0.966 3.7 75 15.0 54.7 19.2
Learning
CL1 3.89 1.004 56 4.2 9.8 56.1 24.3
CL2 3.51 1.095 6.5 10.7 24.8 41.1 16.8
CL3 3.58 1.083 6.1 84 26.2 39.7 19.6
cL4 3.40 1.165 9.8 126 19.2 449 13.6
Collaboration
CcC1 3.74 0.869 2.8 4.2 24.3 53.3 154
CC2 3.83 0.964 4.2 3.7 19.6 49.5 22.9
CC3 3.60 1.010 4.7 9.3 22.9 47.7 154
CC4 3.28 0.956 2.8 17.3 39.3 30.8 9.8
Socialisation
KCS1 3.70 0.958 3.7 75 19.6 53.7 154
KCS2 3.63 1.030 3.7 131 16.4 50.0 16.8
KCS3 3.19 1.224 126 17.8 18.7 39.7 11.2
KCS4 3.93 0.830 23 3.7 13.1 60.7 20.1
Externalisation
KCE1 3.64 0.938 2.8 6.1 33.2 40.2 17.8
KCE2 3.58 0.974 5.6 6.5 23.8 52.3 11.7
KCE3 3.71 1.025 4.7 7.5 215 449 21.5
KCE4 3.57 0.979 3.3 11.2 24.8 46.3 14.5
KCES 3.60 1.042 4.2 11.7 21.5 449 17.8
Combination
KCC1 3.51 1.099 7.5 11.7 164 50.9 13.6
KCC2 3.91 0.899 3.3 4.2 13.1 57.5 22.0
KCC3 3.86 0.882 1.9 6.1 17.3 53.7 21.0
KCC4 3.74 0.885 1.9 5.6 27.1 47.2 18.2
Internalisation
KCI1 4.00 0.778 0.0 6.5 10.3 59.3 23.8
KCI2 3.87 0.899 23 3.7 15.0 62.1 16.8
KCI3 3.74 0.963 2.3 10.7 164 51.9 18.7
KCl4 3.52 0.982 6.1 84 22.0 54,7 8.90
Creativity
0C1 3.99 0.899 19 7.0 8.4 55.6 27.1
0c2 3.84 0.905 23 4.7 22.0 48.6 22.4
0cC3 3.55 0.962 2.8 13.1 22.9 49.1 12.1
0oc4 4.01 0.784 19 28 10.3 62.1 22.9
0C5 3.58 0.983 51 93 18.7 55.6 11.2

S.D = strongly disagree, D = disagree, N = neither agree nor disagree, A = agree, S.A =
strongly agree.
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The descriptive statistical analysis aims to summarise patterns in the responses of a
sample, usually stated in the form of frequency or mean distributions. In this case,
frequency distribution was utilised to explain the level of agreement achieved from Saudi
banks regarding the activities stated in the questionnaire. Regarding the trust activities,
Table 5.2 shows that 85.6% of respondents agreed that the bank members are generally
trustworthy. In addition, 73.9% of respondents agreed that the bank members have
reciprocal faith in each other’s decisions toward bank interests rather than individual
interests. Concerning learning, 80.4% of respondents agreed that the bank provides
various formal training programmes for performance of duties. About collaboration,
68.7% of respondents agreed that the bank members are supportive. In addition, 72.4%

of them agreed that the bank members are helpful.

Concerning the socialisation activities, Table 5.2 shows that 80.8% of respondents agreed
that the participating banks used a systematic plan to rotate their team across different
areas and 69.1% of them agreed that their banks implemented cooperative projects over
directorates. Regarding externalisation activities, 66.4% of respondents agreed that the
participating banks implemented pointers to expertise and 64% of them agreed that their
banks generally embraced groupware and other coordinated effort instruments. With
respect to combination items, 79.5% of respondents agreed that the participating banks
regularly utilised web pages, 74.7% agreed that their banks regularly utilised databases,
while 65.4% said that banks regularly adopted repositories of information, lessons
learned, and best practices. About internalisation activities, 83.1% of respondents thought
that involving banks in joint projects could develop staff knowledge through on-the-job
training, and 78.9% said that banks mostly embraced learning by doing. In addition,
70.6% of respondents agreed that their banks mostly embraced learning by observation.
Regarding organisational creativity activities, Table 5.2 presents that 82.7% of

respondents agreed that their banks had created many novel and useful ideas, and 85% of
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them agreed that the participating banks dynamically generated novel and useful ideas
(services). Additionally, 71% said that banks devoted much time to creating novel and

useful ideas.

5.4  Assessing Measurement Models

The outcomes of the assessment of the measurement scales used in the questionnaire were
reported in order to estimate the constructs projected in the conceptual model. Even
though all variables included in these scales were derived from previous studies and an
extensive literature review, estimations of reliability and validity were considered crucial,
since these variables had not previously been operationalised within the Saudi Arabian

context.

Reliability and validity estimation are critical devices that improve research credibility
on the one side and diminish the probability of false results on the other (Winter, 2000).
After evaluation of scale reliability, this study utilised confirmatory factor analysis (CFA)
to evaluate the validity of the scales and test the theorised measurement models built on

the sample data (Thompson, 2004).

5.4.1 Reliability

Scale reliability is important when variables created from summated scales are used as
predictor factors in objective models (Santos, 1999). Reliability is described as the degree
to which measures are free from error and produce consistent results (Peterson, 1994).
According to Bryman and Cramer (2005), reliability is defined as the degree to which an
instrument gives consistent results every time it is utilised with the same subject. To
guarantee that such a group of measurement scales accurately and consistently depicted
the constructs, an investigation of scale reliability was executed through an assessment of

inter-total correlations and internal consistency. Internal consistency refers to the degree
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to which replies are reliable across the variables within a particular measurement scale
(Kline, 2005). Cronbach’s Alpha remains the most widely used measure of scale
reliability (Cortina, 1993). A small Cronbach’s Alpha coefficient shows that items may
be extremely heterogeneous, and so perform weakly in signifying the measure (Santos,
1999). Consequently, Cronbach’s Alpha more than 0.70 is deemed an acceptable sign of
internal consistency. The values of 0.60 - 0.70 are at the lower boundary of acceptability

as proposed in the literature (Bryman & Cramer, 2005; Hair et al., 2006; Pallant, 2016).

Tables 5.3 through to 5.6 present the Cronbach’s alpha for Organisational Culture (12
items), Knowledge Creation Processes (17 items), Organisational Creativity (5 items),
and Organisational Performance (3 items). The values of the alpha coefficients of all the
scales (37 items) ranged from 0.644 to 0.823, implying good internal consistency
reliability for the scales. Consequently, the measurement scales are demonstrated to
contain a set of consistent items for capturing the meaning of the constructs. Cronbach’s
Alpha values are, however, very sensitive to the number of items in the scale (Pallant,
2016) and also to short scales (Bryman & Cramer, 2005). When data have short scales,
Cronbach’s Alpha is usually low. According to Hair et al. (2006), Cronbach’s Alpha is a
coefficient of consistency and not a statistical test. Thus, scholars advise that analyses of

the inter-total correlations should be considered (Pallant, 2016).

Item-total correlation has been utilised widely in marketing and psychology literature for
the development of scales. The inter-total correlation indicates the correlation of a
variable with the combined score of all variables creating that make up a constructs. Items
within a measure are valuable only to the degree that they share a common construct
(Nunnally, 1978). The items that correlate highly with total scores are the best variables
for a general reason test (Nunnally, 1978). A value of the inter-total correlation of less

than 0.30 implies that the variable is assessing something different from the construct as
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a whole. (Pallant, 2016). The results of the inter-total correlations, presented in Tables

5.3 to 5.6 are consistent with the Cronbach’s Alpha values and indicate that generally the

items within each construct seemed to measure the same constructs as intended in the

conceptual model, as their corrected inter-total items were larger than 0.30.

Table 5.3: Statistics for Reliability of Organisational Culture (OC)

Measure Acronym | Mean S.D. Cronbach's | Corrected Item-

Alpha if item Total
deleted Correlation

Trust CT1 4.0140 |0.75978 0.403
(CT) CT2 3.7196 | 0.85354 0.607
CT3 3.7570 | 0.85406 0.741 0.588
CT4 3.7804 | 0.96579 0.548
Average |3.8178 |0.85829 0.537
Learning CL1 3.8925 |1.00358 0.621
(CL) CL2 3.5093 |1.09519 0.695
CL3 3.5841 |1.08335 0.823 0.690
CL4 3.3972 | 1.16530 0.589
Average |3.5958 |1.08686 0.649
Collaboration CC1 3.7430 |0.86904 0.431
(CC) CC2 3.8318 | 0.96401 0.453
CC3 3.5981 |1.01037 0.644 0.426
CC4 3.2757 |0.95616 0.388
Average |3.6122 |0.94990 0.425
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Table 5.4: Statistics for Reliability of Knowledge Creation Processes (KCP)

Measure Acronym | Mean S.D. Cronbach's | Corrected Item-

Alpha if item Total
deleted Correlation

Socialisation KCS1 |3.6963 |0.94759 0.571
(KCS) KCS2 |3.6308 |1.02969 0.535
KCS3 [3.1916 |1.22406 0.691 0.502
KCS4 |3.9252 |0.83019 0.319
Average |3.6110 |1.00788 0.482
Externalisation KCE1l |3.6402 |0.93772 0.654
(KCE) KCE2 |3.5794 |0.97420 0.592
KCE3 |3.7103 |1.03470 0.823 0.591
KCE4 |3.5748 |0.97937 0.597
KCE5 |3.6028 |1.04193 0.653
Average |3.6215 |0.99358 0.617
Combination KCC1 |3.5140 |1.09942 0.565
(KCC) KCC2 |3.9065 |0.89896 0.557
KCC3 |3.8598 |0.88226 0.737 0.493
KCC4 |3.7430 |0.88510 0.513
Average |3.7558 |0.94144 0.532
Internalisation KCL1 |4.0047 |0.77821 0.425
(KCI) KCL2 |3.8738 |0.81533 0.438
KCL3 |3.7383 |0.96255 0.675 0.471
KCL4 |3.5187 |0.98206 0.502
Average |3.7839 |0.88454 0.459
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Table 5.5: Statistics for Reliability of Organisational Creativity (OC)

Measure Acronym | Mean S.D. Cronbach's Corrected

Alpha if item Item-Total

deleted Correlation
Creativity OC1 3.9907 | 0.89857 0.605
(0C) 0C2 3.8411 | 0.90538 0.594
0OC3 3.5467 | 0.96179 0.614
oc4 | 40140 | 078411 | 9810 0.559
OC5 3.5841 | 0.98340 0.617
Average | 3.7953 | 0.90665 0.598

Table 5.6: Statistics for Reliability of Organisational Performance (OP)

Measure Acronym | Mean S.D. Cronbach's Corrected
Alpha if item Item-Total
deleted Correlation
Performance OPP 4.0701 |0.62794 0.559
(OP) OPE 4.0626 | 0.62059 0745 0.600
OPG 4.1747 |0.55942 ' 0.559
Average |4.1025 |0.60265 0.573

5.5 Confirmatory Factor Analysis (CFA)

Confirmatory factor analysis (CFA) or exploratory factor analysis (EFA) are used
depending on the purpose of data analysis. In EFA, the researcher is looking at
experimental data to determine and identify terms without any pre-specified model (Suhr,
2006). Exploratory factor analysis can be applied even if there was no prior evidential
substance for hypothesis creation. In fact, it would be used to estimate variable
covariance. Thus, EFA is a procedure to correct and create a theory and not a method to
test a theory (Hu & Bentler, 1999). In CFA, the researcher is looking for a model which
explains and describes the experimental data with less restriction, based on pre-

experimental information around data structures. Confirmatory methods were used in this
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study for hypothesis testing and to decide whether data have a coordinated factorial

structure or not (Hoyle, 1995).

5.5.1 Validity

Before conducting statistical analysis such as regression to examine the hypotheses, it is
crucial to confirm whether the collected sample is fit (appropriate) for the proposed model
(Thompson, 2004). Confirmatory factor analysis (CFA) was performed. The major
difference between exploratory factor analysis and confirmatory factor analysis is the
scheduling of the analysis. The theory is the production of exploratory factor analysis
(EFA). In EFA, the findings are compared to prior research results to define the theory
and theoretical factors (Hair et al., 2006). CFA is appropriately utilised when the latent
variable structure is recognised (Byrne, 2001). Therefore, the CFA method has been
extensively used for assessing the psychometric properties of instruments, since it
examines a pre-specified factor structure and the goodness of fit of the resulting result
(Anderson & Gerbing, 1988). According to Thompson (2004), CFA is more valuable than
EFA in the presence of theory since the theory is completely tested by the analysis, and
the model fit can be measured in different ways. In this present study, because there has
been significant research evidence into the structure of knowledge management enablers,
knowledge creation processes, and organisational performance, as previously deliberated

in the literature, CFA was selected over EFA.

5.5.2 Model Fit Indicators

The present research used AMOS (Analysis of the Moment Structures) which is a
software for SEM estimations. The AMOS output provides groups of model fit indicator:
Chi-square (CMIN). The extent to which the observed matrix differs from the estimated
matrix is indicated by the Chi-square value relative to the associated degree of freedom

(Degree of freedom or Chi-Square). It checks the degree to which the residuals in the
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matrix are nil (Bollen, 1989). Researchers are concerned with gaining non-significant
values, which are lower than the tabled values with the associated degree of freedom.
Because of the calculation process of Chi-square, it is sensitive to a large sample size.
According to Joreskog and Sorbom (1993), the values of Chi-square increase with the
sample size. For example, for a 100-300 sample size, the Chi-square value should be

lower than 3 (Byrne, 2010).

Absolute fit indices.

These include the ‘goodness of the fit index’ (GFI), ‘adjusted goodness of fit index’
(AGFI), as well as Parsimony goodness of fit index (PGFI), and RMR (Root mean square
residual). The term refers to a collection of measuring indices which provide a basic
assessment of in how a specific model fits the sample date. The goodness of fit is not
compared with another model (Hair et al., 2006; Byrne, 2010). Both GFI and AGFI range
between 0 and 1, where values closer to 1 indicate a good fit. The PGFI considers the
complexity (number of the estimated parameters) of the hypothesised model in the
analysis of the whole model fit, along with lower values as compared to GFI and AGFI
(Byrne, 2010). The last indicator in this group is the RMR. The RMR is the average
residual value obtained by calculating the square root of the mean squared differences
between the individual observed and estimated covariance and variance terms (Hair et al.,
2006:771). According to Byrne (2010), the use of the standardized RMR value focuses
on the standardized residuals. The RMR value ranges between 0 and 1; the less the value

is, the better is the model fit.

Incremental fit indices.

These indices measure the efficiency of any model fit data, which is linked to the
alternative models (Hair et al., 2006). They include two basic indices: the first one is the
NFI (Normed fit index) while the second one is the RFI (Relative fit index). Both NFI
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and RFI range from 0 to 1 with a value close to 1 indicating a better fit (Hair et al., 2006;

Byrne, 2010).

Parsimony fit indices.

The group of indicators designed for providing evidence regarding which model is best
in a set of competing models best are called the parsimony fit indices. These are not very
effective in probing the fit of any single model. Nevertheless, they are very effective in
comparing the fit of several models with different degrees of complexity (Hair et al.,

2006). The criteria for these model fit indices are summarised in Table 5.7.

Table 5.7: Criteria for Model Fit Indices

Index Criterion (critical value)

Absolute fit indices

RMR <0.08
RMSEA < 0.08 (< 0.05, fit very well; < 0.08 fit

well)

GFlI >0.90

AGFI >0.90
Incremental fit indices

NFI >0.90

RFI >0.90

IFI >0.90

CFlI >0.90
Parsimony fit indices

PGFI > 0.50

PNFI > 0.50

PCFI > 0.50

CN > 200

Source: Browne and Cudek (1993), Hu and Bentler (1999), Byrne (2010).
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5.6 Validating the Measurement Model using CFA

Before assessing hypothesised relationships among four sets of constructs, it was first
essential to validate the constructs. Construct validity refers to the degree with which a
measured indicator truly reflects the latent theoretical construct it is designed to measure

(Hair et al., 2006:776).

CFA is the appropriate instrument which is used to evaluate the construct validity of
recommended measurement methods (Hair et al., 2010) quantitatively. Various
researchers argued that the CFA should be used in order to explore whether there exists
empirical support for the hypothetical factor structure of the variable or not. CFA presents
quantitative measures that assess the construct reliability and construct validity of the

theoretical model (Hair et al., 2010).

Following the recommendation of Hair et al. (2010), the phases of validating the

measurement model were accomplished in the following order:

i. Classification of measurement theory;

ii. Building measurement model for four-dimensional measurements structures for sets

of three and six constructs; and

iii. Accomplishing evaluations of the measurement model for overall fit and examining

the validity and reliability of the constructs utilising CFA.

The measurement model holds six constructs, which include the four knowledge creation
process constructs (socialisation, internalisation, combination, and externalisation),
organisational creativity, and organisational performance as a dependent variable. Every
construct consists of multiple indicators. The model has four sets of constructs, including
the knowledge creation process (with four constructs), organisational creativity,

organisational performance and organisational culture (with three constructs). The
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hypothesised relationship between the above-mentioned four constructs was proposed in
Chapter 3. To decide whether hypothesised relationships occur between the four

constructs types, this model was evaluated, as described in the following sections.

5.7 Measurement Theory

Commonly, two sets of measurement theories are applied in planning a CFA model,
formative measures theory and reflective measures theory (Hair et al., 2010). In this
research model, nine sets of latent constructs possess path estimates that describe the
relations among variables, identical to beta scales in regression analysis. The measured
variables are represented by factor loadings described as standardized regression weights
in AMOS in order to match to the relations from constructs to variables as in factor
analysis. In this study, all items are the reflection of constructs and arrows are drawn from
the latent construct to the measured items; all items of the constructs reflect a common
conceptual base, all items of the constructs highly co-vary with each other, and all items
of the constructs relate to each other in a similar way. In addition, the trend of the relations
from constructs to variables also causes an error term that is the direct result of the
inability of the construct to explain the items. Thus, the reflective measures theory was

utilised in planning a CFA model in this study (Hair et al., 2010).

5.7.1 Constructing the Measurement Model

Figure 5.1 illustrates a nine-construct measurement model comprising organisational
culture (trust, learning, and collaboration), the process of knowledge creation
(socialisation, internalisation, combination, and externalisation), organisational
creativity, and organisational performance. Measured variables are presented as boxes
with labels identical to those indicated in the survey. Latent constructs are elliptical. An
error term is held by all measured variables. A two-headed arrow represents covariance

present between constructs, whereas single-headed arrows indicate causal pathways from
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construct to indicator without any cross loading. The supposition of no cross loading

made because the presence of significant cross loading is evidence of an absence of uni-

dimensionality and hence, the absence of construct validity, that is, discriminant validity.

Nevertheless, in the measurement model, two-headed correlation/covariance is shown by

all arrows between constructs (Hair et al., 2010).

Figure 5.1: AMOS Path Diagram of Re-Specified Frist Order CFA Estimates
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The AMOS path illustrated in Figure 5.1 contains a total of 47 (19 observed + 28
unobserved) variables. More specifically, the 19 observed variables are 8 knowledge
creation process items + 02 trust items + 03 learning items + 02 collaboration + 02
organisational creativity + 02 organisational performance items, the 28 unobserved
variables include 19 error terms + 9 factor variables, there are 28 exogenous variables (19
error terms + 9 factors) and 19 endogenous variables (19 observed variables). According
to Tabachnick and Fidell (2007), if there are only two items for a variable, the model may
be identified if there are no correlated errors, each item loads on only one variable, and
none of the variances or covariances among variables is equivalent to zero. To accomplish
an over-identified model, the first regression path in each measurement component was
fixed at 1. Subsequently, this model contains 214 data points and 74 distinct parameters

to be estimated. It indicates that the model is over-identified with 116 degrees of freedom.

After constructing the measurement model, based on the result of initial model fit results,
the items with low factor loadings and corresponding low squared multiple correlations
were deleted. According to Hair et al. (2010:725), factor loadings below the suggested
cut-off value (0.5), are candidates for deletion from the model. The total of their
modification indices and standardized residual covariance terms were determined to make
these paths absolute for testing CFA measurement model. In the next step, the
revised measurement model was run with only those items that were produced in the
initial model. As indicated, the AMOS path diagram of re-specified first order CFA
comprises a total of 47 variables (19 observed + 28 unobserved). The assumption is that
all indicators in a reflective construct must be caused by the same latent construct and

must be highly interrelated with each other (Hair et al., 2006).

In theory, single items are interchangeable and any individual item can be ignored without

changing the construct, therefore, two conditions must be met: first, the construct must
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have sufficient reliability and second, a minimum of three items should be specified to
avoid a model identification issue in all latent constructs. Thus, items with low factor
loading can be rejected in a reflective model without serious consequences as long as the

correlating construct contains an adequate number of indicators (Hair et al., 2006).

As described above, the author has constructed the measurement model, then verified and
revised constructs of organisational culture (trust, learning, and collaboration),
knowledge creation process (SECI) (socialisation, externalisation, combination, and
internalisation), organisational creativity, and organisational performance by dropping
the items with low factor loadings using standardized regression estimates and
modification indices. To achieve an evaluation of the measurement model, Maximum
Likelihood Estimation (MLE) was used for model fit with the output of minimization
history; standardized regression estimates, squared multiple correlations, and

modification indices.

5.7.2 Overall Measurement Fit Indices

The results presented in Table 5.8 show selected model fit statistics from the CFA
measurement model output. The literature proposes that for model fit, as a minimum one
absolute fit index and one comparative fit index is required, in addition to 2 results (Hair
et al., 2010). Based on the results in Table 5.8, key fit indices including y? measures,
absolute fit indices, comparative fit indices, predictive fit indices and parsimonious fit
indices are discussed below. The CFA output consists of many fit indices. This study
tested key fit indices, which include y? statistics, the CFl and the RMSEA to provide an

evaluation of fit. In addition, other tests were utilised and discussed.
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Table 5.8: Overall Fit Indices — CFA Measurement Model

Model Fit Model Fit Model Fit
Indices Results Threshold

Chi-square (x?) 186.846 Smaller the better
Degrees of freedom 116 Smaller the better
Significant p-value 0.000 >0.05
Absolute Fit Indices
Normed Chi-square (Ratio of y? to df) 1.611 <5.0
Root Mean Residual (RMR) 0.025 <0.080
Root Mean Square Error of
Approximation (RMSEA) 0.054 <0.080
Goodness of Fit Index (GFI) 0.917 >0.90 for acceptance
Adjusted Goodness of Fit Index (AGFI) 0.865 >0.90 for acceptance
Browne Cudeck Criterion (BCC) 350.182 Smaller the better
Comparative Fit Indices
Comparative Fit Index (CFI) 0.956 >0.90 for acceptance
Tucker-Lewis Index (TLI) 0.935 >0.90 for acceptance
Incremental Fit Index (IFI) 0.957 >0.90 for acceptance
Normed Fit Index (NFI) 0.895 >0.90 for acceptance
Relative Fit Index (RFI) 0.845 >0.90 for acceptance
Predictive Fit Indices
Akaike Information Criterion (AIC) 334.846 Smaller the better
Expected Cross-Validation Index (ECVI) 1.572 Smaller the better
Parsimonious Fit Indices
Parsimony-Adjusted (PNFI) 0.607 Very sensitive to
Parsimony-Adjusted (PCFI) 0.648 model size

Source: Browne and Cudek (1993), Hu and Bentler (1999), Byrne (2010).
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Table 5.8 displays the model fit outcomes of the CFA measurement model. The overall
value of the model chi-square is (x> =186.846) with about 116 degrees of freedom.
Probability levels are statistically significant at (y?> (116, N=214) = 186.846, p<0.000),
which indicates that the model perfectly fit data in the population at this probability level
and it suggests that the proposed model is consistent with the observed data. With a large,
complicated sample with various variables and different degrees of freedom, like this
sample, the chi-square observed will usually be quite significant, even if there exists good
fit in the data. As a result, the chi-square statistic is utilised more as a descriptive index
of the fit as compared to a statistical test. In order to make it less dependent on sample
measurement and complexity, normed chi-square is used, which is the ratio of the chi-
square fit index divided by degrees of freedom. Normalised chi-square, i.e. (x?/df) is
encouraged as a measure of model fit due to the fact of the sensitivity of the y? to

complexity and measurement of the sample (Kline, 2005).

The Normed Chi-square was (186.846/116 = 1.611). A value lower than 2.0 is considered
quite good and between 2.0-5.0 is considered as satisfactory. The case in which normed

chi-square has value 1.611 show quite a good fit.

In the absolute fit indices, root mean square errors of the approximation (RMSEA) refers
to (BOF) badness of fit measure. According to Hair et al. (2010) by the recommendations
provided in terms of absolute fit indices and the RMSEA provides a reasonable
measurement of fit. The value of the RMSEA of nearly 0.05 or lower indicates near fit of
the model with reference to the degrees of freedom (Browne & Cudeck, 1993). Although
it is based on individual judgments, and this cannot be considered as correct or infallible,
this is more rational as compared to the condition of the precise fit along with RMSEA =
0.0. In this setting, a value of around 0.08 or less for the RMSEA would show a reasonable
error of approximation and any researcher would not want to employ a model with

RMSEA greater than 0.1 (Browne & Cudeck, 1993). Hence, researchers propose that a
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value of RMSEA 0.08 lower would show an acceptable model fit. Moreover, models
having an error value lower than 0.05 show excellent fit (Joreskog & Sorbom, 2001). Hair
et al. (2010:721) suggest that the cut-off value of RMSEA should be <0.070 for a sample
of the size and with the number of observed variables there are in this research. The
RMSEA is an absolute fit index and the result in the present model is 0.054. The value
presented here is well below the cut-off line of 0.070, which is set by Hair et al. (2010)
and also the value of 0.080 set by Cudeck and Browne (1993). Hence, RMSEA provides

further support for the model fit.

The RME (Root Mean Square) actually is a badness of fit (BOF) index. In other words,
this is the difference between predicted and observed correlation. Therefore, a smaller
RMR is better. A zero RMR value indicates a perfect fit. In Table 5.8, the results indicate
an RMR value of 0.025 which is significantly lower than the cut-off value 0.080, and
therefore, RMR provides further support for the model fit. In conclusion, it can be said
that absolute fit indices RMR and RMSEA, both signify quite a good model fit of the
measurement model. Moreover, Table 5.8 also presents other results of absolute fit
indices. It was found that AGFI = 0.865, BCC = 350.182 and GFI = 0.917, which indicates

that the measurement model fits quite well with the data.

Considering the incremental fit indices, the comparative fit statistics (CFI) is a key to the
goodness of fit of a measure, and the incremental fit index is used quite extensively (Hair
et al., 2010). The CFI is related to inconsistency, non-centrality parameters, baseline
model and degree of freedom. The CFI is quite close to McDonald and Marsh's (1990),
relative to the (RNI) non-centrality index, apart from the fact that CFI is constrained to
fall between 0-1. Values closer to 1 CFI indicate a good fit. Nevertheless, CFI values
lower than 0.90 are generally not associated with a model which fits well (Hair et al.,
2010). The CFA model shows the value of CFI was 0.956, which is higher than the cut-

off limit of 0.90 provided by Hair et al. (2010) for a model of similar sample size and
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complexity. Four other linked incremental fit indices; the Tucker-Lewis index, Normed
fit index, Relative fit index and Incremental fit index showed values of 0.935, 0.895 0.845
and 0.957 respectively. Thus, two are higher than the cut-off line of 0.90, while the other
two are close to or less than the recommended value of 0.90 (Hair et al., 2010). Therefore,
reasonable evidence of good fit of the measurement model is provided by the five

incremental fit tests.

Moreover, two predictive fit indices, ECVI = 1.572 and AIC = 334.846 also demonstrate
the good fit to the data. It is evident in Table 5.8 that two parsimonious fit indices, PCFI

= 0.648, and PNFI = 0.607, indicate that the hypothesised model fits the data quite well.

In conclusion, the goodness of fit measures including TLI, CFI, IFI, RFI NFI, and the
factor loadings were within acceptable ranges, and six BOF measures including normed
Chi-square, RMR, GFI, BCC, AGFI, and RMSEA were also acceptable. Additionally,
there are two parsimonious fit indices and predictive fit indices, which indicate the
marginally acceptable fit of the hypothesised model. Hence, the CFA result suggests that
the present measurement model provides good model fit and it is suitable for proceeding

towards further tests of the construct validity of the model.

In the present section, the results of the main validity test of the overall fit of the
measurement model are provided. In the following, the result and analysis of the
measurement model of validity scale along with the convergent and discriminant validity
results are summarised. The validity and reliability are measured by calculating
composite reliability and average variance extracted (AVE). The results in Table 5.9 show
items, the standardized regression weights (factor loadings), average variance extracted

(AVE), composite reliability (CR), and discriminant validity (DV) estimates.
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Table 5.9: Factor Loading, AVE, CR and DV Analysis

Items | 3Standardized bR2/SMC ¢ Measurement | YAVE | ¢CR | fDV
Regression Item Error (%)
Weights Reliabilities
(Factor
Loading)
Trust
CT2 0.860 0.8602 = 0.740 1-0.740=0.260 0.58
58% | 0.61 >
CT3 0.647 0.6472=0.419 1-0.419=0.581 0.48
Learning
CL2 0.763 0.7632 = 0.582 1-0.582=0.418
0.56
CL3 0.780 0.7802 = 0.608 1-0.608=0.392 | 56% | 0.68 >
0.44
CL4 0.698 0.6982 = 0.487 1-0.487=0.513
Collaboration
CC1 0.972 0.9722=0.945 1-0.945=0.055 0.61
61% | 0.65 >
CC2 0.520 0.5202 = 0.270 1-0.270=0.730 0.09
Socialisation
KCS2 0.841 0.8412=10.707 1-0.707=0.293 0.77
77% | 0.84 >
KCS4 0.910 0.9102=0.828 1-0.828=0.172 0.09
Externalisation
KCE1 0.715 0.7152=0.511 1-0.511=0.489 0.61
61% | 0.66 >
KCE2 0.845 0.8452=10.714 1-0.714=0.286 0.49
Combination
KCC3 0.859 0.8592 =0.738 1-0.738=0.262 0.67
67% | 0.73 >
KCC4 0.779 0.7792 = 0.607 1-0.607 =0.393 0.60
Internalisation
KCI3 0.796 0.7962=0.634 1-0.634=0.366 0.64
64% | 0.69 >
KCl4 0.803 0.8032=0.645 1-0.645=0.355 0.45
Organisational Creativity
0OC3 0.805 0.8052 = 0.648 1-0.648=0.352 0.63
63% | 0.69 >
0C5 0.787 0.7872=0.619 1-0.619=0.381 0.58
Organisational Performance
OPE 0.713 0.7132=0.508 1-0.508 = 0.492 0.61
61% | 0.65 >
OPG 0.840 0.8402 = 0.706 1-0.706 = 0.294 0.47
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@ Standardized regression weights (factor loading) for component factors (i.e., socialisation,
externalisation, combination, and internalisation).

b Item reliabilities are the squared multiple correlations value of each of the factor loadings,
e.g., item reliability of KCS2 = 0.8412 = 0.707.

¢ The measurement error is also referred to as the standard error variance. Here, the delta is
calculated as 1 minus the squared factor loading (or item reliability), e.g., the KCS2 delta is 1
—0.707 =0.293.

4 AVE estimates the average amount of variation that a latent construct is able to explain in the
observed variables to which it is theoretically related.

¢ Composite Reliability (CR) is able to calculate by squaring the sum of factor loading divided
by the sum of factor loadings plus the sum of standardized error variance (the sum of the
variance due to random measurement error for each loading.

f Discriminant Validity (DV) is supported if variance extracted estimates better than the shared
variance (squared correlation estimate).

Table 5.9 presents all the model fit values, which support the validity of the four domains
of the knowledge creation process theory. Three domains, organisational culture,
organisational creativity, and organisational performance items reflect the knowledge
creation process in the Saudi banking industry. The standardized factor loading estimates
of this model can be utilised to assess the relative contribution of each indicator variable

(Arbuckle, 1995:44).

According to the recommended threshold values of Kline (2011) path coefficients > 0.10
have a low influence, path coefficients > 0.30 have an average influence, and path
coefficients > 0.50 have a high influence. The path coefficients of the items confirmed
that the measures model sufficiently explained the sample data in the Saudi banking

sector.

To evaluate the convergent validity, the author used the widely utilised method generally
referred to as the average variance extracted (AVE). The AVE measures the overall extent
of variance in the items that is accounted for by the latent construct (Hair et al., 2010). As

presented in Table 5.9, the AVE value for KCS is 0.77. It means that 77% of the variance
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is explained by the KCS construct. According to Fornell and Larcker (1981), variables
must show estimates of greater than 0.50. Thus, for the four domains of the knowledge
creation scale, the AVE values (i.e. KCS = 0.77, KCE = 0.61, KCC = 0.67 and KCI =

0.64) show an acceptable fit. Consequently, AVE strongly confirms convergent validity.

Table 5.9 also shows the composite reliability (CR) results of the nine latent variables
involved in the model and also indicates CR of seven constructs >0.6 indicating an
acceptable level of reliability of constructs as proposed by Fornell and Larcker (1981).
All the CR values meet that minimum acceptable level of 0.60 and another two constructs
are above >0.7, showing high in the reliability of constructs. The high construct reliability
shows that internal consistency exists and the measures consistently represent the same

latent construct.

Discriminant Validity (DV) is supported if variance extracted estimates are greater than
the squared correlation (Hair et al., 2006). According to Hair (2006), discriminant validity
is the extent to which a construct is actually distinct from another construct. The key
feature of discriminant validity is that separate items must represent exactly a single latent
construct without having cross-loading. Therefore, any indication of cross-loading points
to a discriminant validity issue. The strict test of discriminant validity is by comparing
the AVE for any two constructs with the square of the correlation between them. To
measure the discriminant validity of the construct, AVE values were used. Discriminant
validity is able to support the construct if AVE estimates are better than the square of the
inter-factor correlation (Fornell & Larcker 1981). In this study, the AVE shown is larger
than any squared inter-construct correlations of each construct, which significantly
supports discriminant validity. Furthermore, all correlations support the discriminant
validity. Then, estimated correlations amongst constructs are less than or very close to

the suggested value of 0.85 (Kline, 2005), which also confirms discriminant validity.
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Consequently, the accepted measurement model displays discriminant validity and does

not feature any cross loading between measured factors.

5.8 Summary of Evaluation of Measurement Model

In the foregoing sections, the researcher has confirmed the validity of the measurement
model of four sets of constructs using CFA by drawing the measurement model with the
nine constructs, evaluating the goodness of fit by performing CFA on the data and
analysing and evaluating the reliability and construct validity of the measurement model.
Moreover, the empirical results suggest a 4-set construction of the model comprising 9
constructs (3 constructs of organisational culture as independent variable and 4 constructs
of the knowledge creation process as the dependent variables). The four processes of
knowledge creation as the independent variables and organisational creativity as the
dependent variables and organisational creativity as the independent variables and
organisational performance as the dependent variables provides the best fit for the data,
supporting a four-dimensional measurement structure. As a result, the measurement
model shows a reasonable fit for the data collected in the target population. Thus, this

model can be used for all subsequent analysis and hypothesis testing.

After successful evaluation of the measurement model through CFA, in the next stage of
data analysis, the evaluation and investigation of hypothesised relationships between the
four sets of constructs were performed using regression analysis, as explained in the

methodology chapter.

156



5.9 Chapter Summary

This chapter reviews some aspects related to the preparation for statistical analysis.
Respondents’ demographic characteristics were assessed. Also, the descriptive data and
frequency distribution results were presented in order to summarise the form of the item
wise replies of the 5-point Likert scale anchored by strongly disagree (S.D.), disagree (D),
neither agree nor disagree (N), agree (A), and strongly agree (S.A.). In addition, CFA has
been performed for all the research instruments to get their factor loadings. The goodness
of fit (GOF) measures CFI, TLI, IFI, NFI, RFI and Factor loading were all found to be in
the acceptable range and six badness of fit (BOF) measures Normed Chi-square, RMSEA,
RMR, GFI, AGFI and BCC were also acceptable. In addition, convergent and
discriminant validity and composite reliability were analysed. This type of analysis helps
to determine which items should be incorporated for further analyses. The results of this
chapter allow testing of the hypothesised relationships between the constructs. In the
following chapter, the statistical methods of the Pearson product moment correlation and

linear multiple regression analysis will be utilised to examine the research hypotheses.
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CHAPTER 6: SURVEY RESULTS: TESTING THE THEORETICAL
HYPOTHESES

6.1 Introduction

The most important part of the research study is the right choice of methodology (Davis,
1996; Stevens, 2002). Multiple regressions are appropriate for measuring constructs and
relations between them. The aim of regression analysis is prediction, while the intention
of a correlation analysis is to assess the relation between the independent variables and

dependent variables (Tabachnick & Fidell, 2001).

According to the above discussion, this chapter explains the procedures for investigating
the proposed hypotheses to address the research questions about the relationship between
organisational culture, knowledge creation processes, organisational creativity and
organisational performance. The chapter includes the exploratory study, which utilised
correlation and multiple regression analyses in examining the relationships among
constructs. The purpose was to show if these constructs were related with each other and

whether these relations were strong enough.

6.2 Correlation Analysis

The items of this present study were empirical, having five values. Thus, the statistical
methods of the Pearson product moment correlation were used to establish the degree to
which the variables were linearly related (Weinberg & Goldberg, 1990). The Pearson
correlation coefficient takes a value from -1.0 to +1.0. The value provides a sign of the
power of the relationship. Correlation coefficients of -0.50 or +0.50 and -1.0 or +1.0
indicate moderate and perfect correlation, respectively (Pallant, 2016). However, in
behavioural science research, where complex behaviours are studied, correlations of 0.20

to 0.30 are regularly considered significant (Jaccard & Becker, 1997). In Table 6.1, the
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correlation analysis shows positive and highly significant associations among all

variables at the 0.01 level (2-tailed). It indicates that a positive change in one variable

will cause a significant rise in other variables. If trust, learning, collaboration, and

knowledge creation processes are satisfactory, the performance of the organisation will

be greater. It is worth mentioning that the variables are not highly correlated (less than

0.7) and only KCC and CL reached 0.702. In addition, the detection of multicollinearity

performed before using regression analysis.

Table 6.1: Correlation Matrix
Variable CT CL CC KCS KCE KCC  KCI OC OP
CT _
CL 576%** 3
CC B02*** 535wk 3
KCS 4430 461%**  470%**
KCE  557%xx  73%**  486%** 503*** _
KCC  57g%x*  702%** 518%** A77***  GO*** _
KCI 57g%xx  535wwx  5O3x**  Gigesx  5ogrs*  4pQre+
oC B70%x*  BEL*x  GOSKA*  BAQEEE  GOGFRF  4BLEx  GEEXA*
OP 5E3*H*  O2***  BEIXEX  ABIrxx  GOGIAK  GAGRAK  [2]RNK 4OQrA*

*** Correlation is significant at the 0.01 level (2-tailed).
Note: CT = Trust, CL = Learning, CC = Collaboration, KCS = Socialisation, KCE =
Externalisation, KCC = Combination, KCI = Internalisation, OC = Organisational
Creativity, and OP = Organisational Performance. (n=214)
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6.3 Hypothesis Testing

After finding the relationships between factors and variables by correlation analysis, it is
essential to recognise the strength and the direction of the relationship between variables

for testing the hypotheses specified in Chapter 3:

H1: The presence of high trust is positively related to the level of creativity through

KCP in the Saudi banks.

H2: The presence of activities involving learning is positively related to the level of

creativity through KCP in the Saudi banks.

H3: The presence of organisational members with high collaboration is positively

related to the level of creativity through KCP in the Saudi banks.

H4: KCP positively contributes to the level of performance through creativity in the

Saudi banks.

H4a: Socialisation tactics positively contribute to the level of performance through

creativity in the Saudi banking industry.

H4b: Externalisation tactics positively contribute to the level of performance

through creativity in the Saudi banking industry.

H4c: Combination tactics positively contribute to the level of performance through

creativity in the Saudi banking industry.

HA4d: Internalisation tactics positively contribute to the level of performance through

creativity in the Saudi banking industry.

H5: There is a positive relationship between organisational creativity and overall

performance of the banking sector in Saudi Arabia.
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6.4 Testing the Underlying Assumptions for Multiple Regression

The essential issue is whether in the line of estimating the coefficients and predicting the
dependent variable (D.V.); the underlying assumptions of the regression method have
been met, by testing those (Berenson et al., 2015). These assumptions are normality,
linearity, multicollinearity, and homoscedasticity. A brief discussion of these assumptions
will be presented. When the data do not meet the above assumptions, they must be

transformed before using multiple regression techniques.

6.4.1 Normality

Normality assumes that the dependent and/or independent variables are normally
distributed (De Vaus, 2002). It is the most important assumption in multivariate analysis
(Hair et al., 2010). Failure of the normality assumption can result in unstable regression
estimates (De Vaus, 2002). Normality of dependent and independent variables is tested
by graphical analyses or statistical methods. Skewness and kurtosis are important
elements of normality (Tabachnick & Fidell, 2007). Hypothetically, when a distribution
is perfect, the value of skewness and kurtosis are zero. For a distribution to be considered
normal, both skewness and kurtosis of the distribution should fall between -2.00 to +2.00
(Garson, 2009). Since the sample size of the study is large enough (more than 100),
failures of normality will not have much effect. Consequently, it is acceptable to assume
normality in the dependent and independent variables. The skewness and kurtosis values
of the study constructs are presented in Table 6.2. The results showed that the data set are
normally distributed with skewness and kurtosis values ranged from -0.966 to - 0.589 and

from 0.203 to 1.512, respectively.
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Table 6.2: Normality Statistics Test

Skewnes Kurtosis

Variable Statistic  Statistic
CT -.873 1.200
CL -.837 0.788
CcC -.589 1.318
KCS -.637 0.203
KCE -.685 0.389
KCC -.913 1.512
KCI -.730 0.956
ocC -.966 1.432

6.4.2 Multicollinearity Statistics Test

Multicollinearity refers to a strong correlation between the independent variables (Hair et
al., 2006). The incidence of multicollinearity endangers the internal validity of multiple
regression studies and raises the likelihood of errors in hypothesis testing (Field, 2013).
The detection of multicollinearity in multiple regression analysis is by two statistical tests.
These tests are the variance inflation factor (VIF) and tolerance measure (De Vaus, 2014).
The values of the VIF and tolerance measure are satisfactory if they are less than 10 and

more than 0.1, respectively (Tabachnick & Fidell, 2007).

Table 6.3 provides the values for tolerance and VIF extracted from the multiple regression
analyses. The values of tolerance are satisfactory as they are all more than 0.1. In
addition, the values of VIF are acceptable since they are smaller than 10. Tolerance and

VIF values range from 0.332 to 0.631 and from 1.584 to 3.016, respectively.
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Table 6.3: Co Linearity Statistics of Trust, Learning, and Collaboration vs.
Knowledge Creation Process and Knowledge Creation Processes vs.
Organisational Creativity

Dependent variable Independent Variables  Tolerance VIF
Knowledge Creation Process Trust (CT) 0.631 1.584
(KCP)
Learning (CL) 0.614 1.629
Collaboration (CC) 0.585 1.710
Organisational Creativity (OC)  Socialisation (KCS) 0.341 2.934
Externalisation (KCE) 0.332 3.016
Combination (KCC) 0.463 2.162
Internalisation (KCI) 0.447 2.238

6.4.3 Linearity and Homoscedasticity

Linearity refers to a straight-line relationship between dependent and independent
variables (Hair et al., 2006). If the relationship between independent variables and the
dependent variable is not linear, the outcomes of the regression analysis will
underestimate the true association. A desirable technique of detection is an inspection of
residuals by plotting of the standardized residuals as a function of standardized predicted

values (Tabachnick & Fidell, 2007).

Homoscedasticity assumes that the dependent variables show equal variance across the
variety of independent variables (De Vaus, 2014). A significant assumption of the
classical linear regression model is that the errors are homoscedastic. They all have the
same variances, if the variance is varying from observation to observation, then we had
the case of heteroscedasticity (unequal variance). The standard method for detecting the
presence of homoscedasticity is to inspect residual plots for actual standardized values

(ZREDID) against predicted residuals values (ZPRED) (De Vaus, 2014).
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Figures 6.1 and 6.2 show the scatter plot of organisational culture vs. knowledge creation

process (KCP) and the plot of regression standardized residuals, respectively. The

residuals were found to be randomly and consistently dispersed through the scatter-plot.

The pattern of the residuals is related to the null plot, which specifies that the assumptions

of linearity and homoscedasticity for the organisational culture with the knowledge

creation process (KCP) are met (Hair et al., 2010).

Figure 6.1: Scatter Plot of Organisational Culture vs. Knowledge Creation Process
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Figures 6.3 and 6.4 also show the scatter plot of organisational creativity (OC) vs.

knowledge creation process (KCP) and the plot of regression standardized residuals,

respectively. The residuals were found to be normally, randomly and consistently

dispersed through the scatter-plot. The pattern of the residuals is related to the null plot,

which indicates that the assumption of linearity and homoscedasticity for the

organisational creativity (OC) with the knowledge creation process (KCP) is met (Hair et

al., 2010).

Figure 6.3:

Figure 6.4:

Scatter Plot of Organisational Creativity (OC) vs. Knowledge Creation
Process (KCP)
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6.5 Multiple Regression Analyses

Following the confirmation of the suitability of the survey data, multiple regression
methods were carried out to predict the relative influence of independent variables on the
outcome variable (dependent variable). Multiple regression techniques are extensively
used in the social sciences and business to investigate all styles of dependent relationships
(Tabachnick & Fidell, 2007). It is a suitable technique of analysis when the research
problem includes one metric dependent variable such as knowledge creation process
(KCP) assumed to be related to one or more independent variables, such as organisational
culture factors (Hair et al., 2006). Since multiple regression is used for prediction, it was
utilised in this study to predict the changes in the dependent variable in response to
variations in the combination of independent variables and measure their contribution to
the dependent variable (Punch, 2003; Berenson et al., 2004). Therefore, regression
analyses were executed to predict the comparative test of the research hypotheses.
Multiple regression techniques offer a means of objectively measuring the significance
and direction of each independent variable’s relationship to its outcome variable
(Tabachnick & Fidell, 2007). Hence, to test the hypotheses concerning the relationship
among and between dependent and independent variables, multiple regression analyses

techniques were employed.

6.5.1 Testing the Effect of Organisational Culture (Trust, Collaboration and

Learning) on Knowledge Creation Processes - Hypotheses (H1 — H3)

After determining the relationships between variables and factors by the correlation
analysis, it is essential to find the strength and the directions of the relationship between
variables. The method of ordinary least squares (OLS) was employed to estimate the
coefficients of the regression equations. This method was chosen since it yields desirable

results, such as an unbiased estimator (Plane & Oppermann, 1977). Table 6.4 provides
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the results of multiple regressions for the organisational culture (trust, collaboration and
learning) hypotheses. A t-test is used to find out if there is a significant relationship
between the dependent variables and each of the independent variables. A P-value
**%5<0.01, **p<0.05, *p<0.10 shows that the independent variable is associated with
changes in the dependent variable. The F-value is a statistical test used to determine
whether the estimated model as a whole has significant analytical capability (all the
dependent variables are associated with changes in the dependent variable). For detecting
how well the estimated regression model fits the sample data, R? (the coefficient of
determination) is used. However, adjusted —R? for the degree of freedom should be used
in multiple regression analysis (Gujarati & Porter, 2010). In Table 6.4, the values of F-
test for all the five estimated multiple equations were found to be highly significant at
p<0.01. Thus, all the dependent variables are associated with changes in the dependent
variable. Trust, collaboration and learning (independent variables) positively affect the
dependent variable (knowledge creation processes). Trust and learning are significantly
affect KCP and the four sub-dimensions of KCP.

Table 6.4: Results of the Multiple Regression Equations for Culture (Trust,
Learning and Collaboration) vs. Knowledge Creation Process (KCP). (n=214)

Independent | KCP Socialisation | Externalisation | Combination | Internalisation
Variables R?2=0.731 | R?=0.296 R% = 0.500 R% =0.545 R%Z =0.412
Adjusted R? | AdjustedR?= | Adjusted R?= Adjusted R?= | Adjusted R?=
=0.728 0.286 0.493 0.539 0.404
F=190.7*** | F=29.9*** F= 69.9*** F= 83.9*** F= 49.14%**
Trust B=0.241 B=0.164 B=0.255 p=0.221 B=0.387
(H1) t=5.66*** | t=1.98* t = 3.26%** t = 3.32%** t = 4.64%**
Learning B=0.335 p=0.191 B=0.449 p=0.415 p=0.224
(H2) t=11.04%** | t = 3.23%** t = 8.04*** t = 8.75%** t = 3.76%**
Collaboration | p=0.209 B=10.282 p=0.111 p=0.128 B=0.209
(H3) t=4.75%** | t=3.30*** t=1.38 t=1.866 t=2.42*

#5%<0.01, **p<0.05, *p<0.10.
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The findings of a CFA observed that the measurement model of organisational culture
achieved good fit indices. The outcomes of the regression analysis show that each of the
independent variables (trust, learning, and collaboration) was positively correlated on the
dependent variable of all four modes of knowledge creation processes. However, the
effect of each dimension of organisational culture is not the same. Trust and learning both
have a positive and significant impacts on the four modes of knowledge creation
(socialisation, externalisation, combination and internalisation). Collaboration has a

positive and significant effect on KCP as a whole, socialisation and internalisation.

Trust on KCP: = 0.241***_ trust on socialisation: = 0.164*, trust on externalisation:
B=0.255*** trust on combination: PB= 0.221*** and trust on internalisation: P=
0.387***. The maximum effect of trust is on internalisation. Regarding the relation
between learning and the four modes of knowledge creation processes are: learning on
KCP: B= 0.335***, learning on socialisation: = 0.191***, learning on externalisation:
= 0.449*** and learning on combination: = 0.415***_ and learning on internalisation:
B=0.224***, The maximum effect of learning is on externalisation. The relation between
collaboration and the four modes of knowledge creation processes are: collaboration on
KCP: B= 0.209***, collaboration on socialisation: B= 0.282***  collaboration on
externalisation: f=0.111, and collaboration on combination: = 0.128, and collaboration

on internalisation: = 0.209*. The maximum effect of collaboration is on socialisation.
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6.5.1.1 Mediating Role of KCP between Organisational Culture and

Organisational Creativity H1-3

The effect of the knowledge creation process as an intermediary outcome (mediator)
between organisational culture and organisational creativity will be tested using the same
procedure as in the last section. This study argues that KCP mediates between
organisational culture and creativity. On the other hand, a few studies view both KCP and
enablers including organisational culture as precursors (antecedents) of organisational
performance (OP) (Becerra-Fernandez & Sabherwal, 2001; Gold et al., 2001) and both of
them are independent factors of OP. In order to analyse the mediating impact of KCP, the

Baron and Kenny technique is implemented.

Table 6.5 demonstrates the result of this investigation. This outcomes in the intervention
impact analysed in this study because the accompanying three circumstances hold. These
conditions are: 1) the three dimensions of organisational culture (collaboration, trust and
learning) influence KCP; 2) trust, collaboration and learning affect organisational
creativity and 3) KCP influence organisational creativity (f=0.750***) while the impacts
of collaboration, trust and learning are diminished. For example, in the case of
collaboration, its beta value is diminished from 0.447 to 0.290, trust from 0.275 to 0.095
and learning from 0.238 to -0.014. In sum, we may point out that KCP mediates between
the organisational culture (collaboration, trust and learning) and organisational creativity
(OC). Thus, these results along with the findings presented in Table 6.4 support H1 and
H2. Regarding collaboration, it significantly affects KCP, socialisation and
internalisation, while the effects on externalisation and combination were insignificant.
Thus, H3 is partially supported. In addition, Trust, collaboration and learning explain 73%

of the total variance (adjusted—R?) in the knowledge creation process.
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Table 6.5: Mediation Analysis Results for knowledge Creation Process (KCP).

(n=214)
Independent KCP Organisational Organisational
Variables Creativity Creativity
R%Z =0.731 R% =0.472 R? = 0.547
AdjustedR?=0.728 | AdjustedR?=0.464 | AdjustedR?=0.539
F=190.7*** F=62.5%** F=63.2***
Collaboration (CC) | p=0.209%* B= 0.447%%* B= 0.290%**
Trust (CT) B= 0.241%** B=0.275%%* B=0.095
Learning (CL) B=0.335%** B=0.238** p=-0.014
KCP B=0.750%%**

#%%p<0,01, **p<0.05, *p<0.10.

6.5.2 Results of the Regression Equations for Organisational Creativity (OC) vs.

KCP and the Four Sub-Dimensions of KC. Hypotheses: H4 - H4a - H4b -

H4c - H4d.

Table 6.6 shows the results of the simple regression for knowledge creation process

(KCP) and organisational creativity (OC). The results of Table 6.6 along with the findings

of the mediating role of organisational creativity between KCP and OP, which will be

discussed in the next section (Table 6.8), indicate that KCP affects OP positively and

significantly. Thus, H4 has not been violated and therefore it is supported and validated.
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Table 6.6: Summary of the Results of the Simple Regression Equation for
Organisational Creativity vs. Knowledge Creation Process (KCP). (n=214)

Independent Organisational
Variables Creativity
R% =0.513

AdjustedR?=0.510
F=222.910***
KCP B=1.012

t =14.930***
##%0<0.01, **p<0.05, *p<0.10.

Table 6.7 summarises the multiple regression results for the knowledge creation processes
(KCS, KCE, KCC, and KCI) and organisational creativity (OC). F-value indicates that
the model as a whole has significant analytical power at p>0.01. In addition, all the
estimated coefficients have a positive effect on creativity. Table 6.7 also indicates that
socialisation, externalisation, and internalisation affect organisational creativity
positively and significantly. The only one mode of knowledge creation which does not
have a significant level is combination; however, all creation processes contribute

positively and explain 51.3% of the total variance in organisational creativity.

The effect of each process of knowledge creation is not the same. Socialisation on OC:
= 0.231**, externalisation on OC: B= 0.266***, combination on OC: p=0.045,
internalisation on OC: = 0.409***. These results along with the findings of the
mediating role of organisational creativity between KCP and OP (Table 6.8) indicate that
H4a, H4b and H4d have not been violated and therefore they are supported and
validated. However, the sub-hypothesis (H4c) has been violated and therefore it is

rejected.
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Table 6.7: Summary of the Results of Multiple Regression Equations for
Organisational Creativity vs. Knowledge Creation Processes (KCS, KCE, KCC,

KCI). (n=214)
Independent Organisational
Variables Creativity

R% =0.530

AdjustedR?= 0.521

F=58.965***
Socialisation p=0.231

t = 3.344**
Externalisation B=0.266

t = 3.489***
Combination B=0.045

t=0.575
Internalisation = 0.409

t = 6.180***

##%£0<0.01, **p<0.05, *p<0.10.

6.5.2.1 Mediating Role of Organisational Creativity between KCP and

Organisational Performance.

In this section, the effect of organisational creativity as an intermediary outcome
(mediator) between knowledge creation process (KCP) and organisational performance
(OP) will be tested. Baron and Kenny’s (1986) technique as implemented by De Gilder,
(2003); Lee and Choi, (2003) will be utilised to test the mediating effect of organisational

creativity.

All knowledge creation processes (KCS, KCE, KCC, and KCI) affect organisational
creativity (OC) positively. In order to confirm whether a mediator is an important
predictor of knowledge management (KM) or not, additional model exclusive of
organisational creativity is built to search the direct association between knowledge

creation processes (KCP) and organisational performance (OP). Analysing this direct

172



relationship indicates no significant relationships with socialisation. This is in line with

the earlier study (Lee & Choi, 2003). Organisational creativity (OC) affects

organisational performance (p<0.01) whereas the effects of the previous three creation

processes are reduced. For example, for socialisation and externalisation, as indicated in

Table 6.8 below, their beta () values are decreased from 0.059 to 0.009 and from 0.228

to 0.095, respectively. This suggests that the mediator (intermediate outcome) can help to

create a chain of credibility between knowledge creation process and performance.

Table 6.8: Mediation Analysis Results for Organisational Creativity (OC). (n=214)

Creativity

Independent Organisational Organisational Organisational
Variables Creativity Performance Performance

R? =0.671 R? =0.433 R? = 0.502

AdjustedR?=0.665 | AdjustedR?=0.422 | AdjustedR?=0.490

F=106.545*** F=39.860*** F= 41.947***
Socialisation B=0.231** B=0.059 B=0.009*
Externalisation B=0.266*** B= 0.228%** B=0.095%*
Combination B=0.045 B=0.117** B=0.100
Internalisation B=0.409%** B=0.104* =0.013
Organisational f=0.329%***

##%0<0.01, **p<0.05, *p<0.10.
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6.5.3 Results of the Regression Equation for Organisational Performance (OP)

vs. Organisational Creativity (OC). H5.

Table 6.9 summarises the regression results for organisational performance (OP) vs.
organisational creativity (OC). The estimated coefficient of organisational creativity (=
0.291***) has a positive and significant effect on the overall performance of the banking
sector in Saudi Arabia. It contributes positively at p<0.01 and explains 24.9% of the total
variance in organisational performance. Hence, H5 has not been violated and therefore it
is supported and validated.

Table 6.9: Summary of the Results of the Regression Equation for Organisational
Performance (OP) vs. Organisational Creativity (OC). (n=214)

Independent Organisational
Variables Performance
R% =0.249
AdjustedR?=0.245
F=70.114***
Organisational B=0.291
Creativity t = 8.373***

#4%520.01, **p<0.05, *p<0.10.
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6.6 The Main Findings from the Multiple Regression Analysis

Table 6.10 provides a summary of the research hypotheses under the heading of each
research question. The empirical results of the regression analysis show that the
hypotheses (H1, H2, H3, H4, H4a, H4b, H4d and H5) are supported, whereas one sub-

hypothesis (H4c) is rejected.

Table 6.10: Summary of the Research Hypotheses of Regression Analysis

RQ1: How does organisational culture influence the organisational creativity of
Saudi banks?

H1 | The presence of high trust is positively related to the level of Supported
creativity through KCP in the Saudi banks.

H2 | The presence of activities involving learning is positively Supported
related to the level of creativity through KCP in the Saudi
banks.

H3 | The presence of organisational members with high Partially
collaboration is positively related to the level of creativity Supported

through KCP in the Saudi banks.

RQ2: How are knowledge creation processes linked to organisational
performance in the Saudi banks?

H4 | KCP positively contributes to the level of performance Supported
through creativity in the Saudi banks.

H4a | Socialisation tactics positively contribute to the level of Supported
performance through creativity in the Saudi banking industry.

H4b | Externalisation tactics positively contribute to the level of Supported
performance through creativity in the Saudi banking industry.
H4c | Combination tactics positively contribute to the level of Rejected
performance through creativity in the Saudi banking industry.
H4d | Internalisation tactics positively contribute to the level of Supported
performance through creativity in the Saudi banking industry.

H5 | There is a positive relationship between organisational Supported
creativity and overall performance of the banking sector in
Saudi Arabia.
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6.7 Chapter Summary

In this chapter, the collected data was analysed using correlation, regression methods and
the results of each method were presented. The results provide evidence of the significant
impacts of the organisational culture and knowledge creation processes on organisational
creativity and organisational performance, in the banks represented by the survey data.

The empirical results will be discussed in the next chapter.
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CHAPTER 7: DISCUSSION

7.1 Introduction

The literature review presented in Chapters 2 and 3 discussed several research studies,
containing: (i) research on the relationship between organisational culture and the
knowledge creation process; (ii) the relationship between the knowledge creation process
and organisational creativity; and (iii) the relationship between organisational creativity
and organisational performance. Most of the previous studies proposed that the
incorporation of the four modes of knowledge creation processes (KCP) improved
performance in business. However, most of these analyses did not show the utilisation of
each process of the SECI model in specific business settings and specifically not in the
banking sector, which has an enormous effect on the international wealth. The scarce
research available signified that the role of SECI processes in worldwide banks was
different from one country to another (Kubo et al., 2001; Mizintseva & Gerbina, 2009).
Additionally, the suitability of the SECI model in various cultural settings is debatable
(Glisby & Holden, 2003; Haag et al., 2010; Andreeva & Ikhilchik, 2011; Easa & Fincham,
2012). In addition, the relationship between KC processes and organisational culture has
received relatively little consideration regardless of its high potential (Vicari & Troilo,
2000). Hence, an integrative research model was used in this study, which interrelates
knowledge management factors (organisational culture, KC processes, creativity and
organisational performance). This type of model is imperative and offers a clearer view
of how each of its factors influences performance, from a process-oriented perspective

(Lee & Choi, 2003).

In the previous chapter, the results of the multiple regression and CFA analysis of the
survey data were presented. This chapter offers a discussion of the results linked to the

research hypotheses in order to answer the research questions presented in Chapter 1. The
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purpose of this discussion chapter is to summarise the major findings on the application
of the SECI model in the banking sector of Saudi Arabia, a country that is strongly shaped
by Islamic culture, where research has not been done so far. The chapter begins with the
research questions as a reminder of the study’s aim. Section 7.2 presents the major
findings and results based on the evaluation of the impact of organisational culture factors
and KC processes on organisational creativity and performance in Saudi banks. Section
7.3 provides a discussion of the four modes of knowledge creation processes (SECI) in
knowledge-intensive Saudi banks. In addition, the applicability of the SECI model in the
Saudi Arabian cultural setting is considered. Suggestions for analysts, policy makers and
specialists, in addition to the research limitations and proposals for future research, will

be presented in the following chapter.

7.2 Major Research Findings and Discussion

The research questions and objectives were presented in Chapter 1. As illustrated, the aim
of this study was to analyse the impact of organisational culture and knowledge creation
processes on organisational creativity and performance in knowledge-intensive banks.
The emphasis was on knowledge creation processes namely, socialisation, externalisation,
combination and internalisation (SECI) in the context of domestic banks operating in
Saudi Arabia. In order to achieve the research aim, two research questions were

formulated as follows:

i.  RQ1: How does organisational culture influence the organisational creativity of
Saudi banks?
ii. RQ2: How are knowledge creation processes linked to organisational

performance in the Saudi banks?
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This section presents the findings and discussion linked to the research hypotheses in
order to answer the research questions presented. The findings of the analysis and survey
results are presented in more detail in conformity with the underlying research questions.
The findings of the analysis, whether a confirmation of the hypothesis or a rejection, are
discussed under the related constructs and compared with previous findings in the
literature. Nonaka and Takeuchi’s (1995) SECI model of the knowledge creation process,
which includes four constructs, socialisation, externalisation, combination, and
internalisation, was taken as a strong point for this study. These four modes of the SECI
model were included in an integrated research model as the constructs representing the
knowledge creation process (KCP). Additionally, the model included collaboration, trust,
and learning. Therefore, this comprehensive study considered crucial for offering a clear
understanding of the features of each conversion mode of the SECI model in the banking
industry. Overall, the findings of this study supported many of the proposed relationships.
Particularly, it was found that the selected organisational culture factors and knowledge
creation processes were found to be related to overall performance in Saudi banks. The
findings also demonstrated that KCP and organisational creativity act as intermediary
outcomes (mediators) in the effect of organisational culture on organisational
performance in Saudi banks. The main findings linked with the research hypotheses are

as follows.

7.2.1 The Findings of the Confirmatory Factor Analysis (CFA)

In order to manage common method variance (CMV) during the research design, each
item was given a code and all the items mixed and listed randomly in the distributed
questionnaire. In addition, this study used CFA for eliminating factors in an attempt to

take out as much common variance as possible in the first factor.
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Cronbach’s Alpha values of organisational culture (collaboration, trust and learning),
KCP (socialisation, externalisation, combination and internalisation), organisational
creativity, and organisational performance ranged between 0.644 and 0.823. According
to Hair et al. (2006) and Pallant (2016), the value of 0.60 is at the lower boundary of
acceptability. However, Cronbach’s Alpha score is a coefficient of consistency and not a
statistical test (Hair et al., 2006). Therefore, specialists recommend that analyses of inter-
total correlations should be considered (Pallant, 2016). Accordingly, this study analysed
the inter-total correlations, and the results indicate that generally the items within each
construct seemed to measure the same constructs as intended in the conceptual model, as

their corrected inter-total items were larger than 0.30 (Pallant, 2016).

All the nine constructs in this study were found to have an indication of convergent and
discriminant validity. These results show that each construct is actually different from
other constructs in terms of how it correlates (discriminant validity). In addition, all
constructs share a large ratio of variance in common (convergent validity). Convergent
validity (CV) was evaluated using the suggested criteria of Hair et al. (2006) through
CFA. (1) The average variance extracted (AVE) should be more than 0.5 to propose
sufficient CV. (2) The composite reliability should be more than 0.7. (3) The factor

loadings should be more than 0.5.

CFA was applied to analyse the goodness of fit using Amos v.24. The results verified that
all of the scales utilised in the study created adequate measurement models, thereby
providing confirmations for the construct validity of the measures. The Chi-Square value
is an old-style measure for assessing overall model fit. Since the acceptable values range
from as low as 2.0 (Tabachnick & Fidell, 2007) to as high as 5.0, the Chi-Square to
degrees of freedom ratio (2/df) was used instead. The value for an adequate model should

be below three (Kline, 1998). The Chi-Square to degrees of freedom ratio was
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(186.846/116 = 1.611), which is considerably less than the proposed maximum value
(Chapter 5: Table 5.8). Furthermore, the GFI, CFI, TLI, and IFI values were more than
0.9 (Bollen & Long, 1993; Hair et al., 2010) and the RMSEA score was at the accepted
score 0.054 (Hair et al., 2010). These results indicated that the measurement model fitted

the data well.

7.2.2  Aspects of Organisational Culture (Trust, Learning, and Collaboration) in

the Saudi Banking Industry

The results of the regression method show that trust, learning and collaboration were
positively related to creativity through KCP in the Saudi banks, as hypothesised. Trust
and learning both have a positive and significant impact on the four modes of knowledge
creation (socialisation, externalisation, combination and internalisation). Collaboration
has a positive and significant effect on KCP as a whole, socialisation and internalisation.
However, collaboration has a positive and insignificant effect on externalisation and

combination. Therefore, H1 and H2 are supported and H3 is partially supported.

Table 7.1: Results of Hypothesis Tests related to Organisational Culture Variables

# Hypothesis statement Result

H1 | The presence of high trust is positively related to the level of | Supported
creativity through KCP in the Saudi banks.

H2 | The presence of activities involving learning is positively related | Supported

to the level of creativity through KCP in the Saudi banks.

H3 | The presence of organisational members with high collaboration | Partially
is positively related to the level of creativity through KCP in the | Supported
Saudi banks.
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One of the primary objectives of this study was to examine the impact of organisational
culture on the knowledge creation process in the Saudi banks. The intention of this study
not to cover all the organisational culture variables instead, the selection of the constructs
was built on a sound theoretical background and oriented to the banking sector in Saudi
Arabia. Many previous studies have found that trust, learning and collaboration had a
significant positive contribution to the KCP in various business settings (Madhavan &
Grover, 1998; Johannessen et al., 1999; Jarvenpaa, 2000; Lee & Choi, 2003).
Consequently, it was reasonably deduced that trust, learning, and collaboration had a

significant positive influence on the knowledge creation process in the Saudi banks.

The overall mean score for the items on trust is 3.82 and its corresponding standard
deviation (SD) is 0.86 (Chapter 5: Table 5.3). This aggregate mean score tends to 4 (agree)
on the 5-point Likert scale adopted for the study and thus implies that respondents mostly
agreed that activities involving trust are experienced in Saudi banks. In addition, these
replies are clustered around the mean, as shown by the low overall SD. The small
inconsistency of replies exposes that the mean is a reliable estimator for the true mean.
The narrow deviation from the aggregate mean proves that trust is important for
knowledge creation (KC). The percentage distribution (Chapter 5: Table 5.2) showed that
the Saudi banks execute particular actions to build trust. 85.6% of responses specified
that the bank members are generally trustworthy; bank members have reciprocal trust that
others' decisions are oriented toward bank interests rather than individual interests

(73.9%), and they have relationships based on reciprocal trust (70.5%).

The overall mean score for the items on learning is 3.60 and its corresponding standard
deviation (SD) is 1.09 (Chapter 5: Table 5.3). This aggregate mean score tends to 4 (agree)
on the 5-point Likert scale adopted for the study and thus implies that respondents mostly

agreed that activities involving learning are experienced in Saudi banks. In addition, these
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replies are clustered around the mean, as shown by the low overall SD. The small
inconsistency of replies exposes that the mean is a reliable estimator for the true mean.
The narrow deviation from the aggregate mean proves that learning is important for
knowledge creation (KC). The percentage distribution (Chapter 5: Table 5.2) showed that
the Saudi banks execute particular actions to apply learning. 80.4% of responses agreed

that the bank provides various formal training programmes for the performance of duties.

The overall mean score for the items on collaboration is 3.61 and its corresponding
standard deviation (SD) is 0.95 (Chapter 5: Table 5.3). This aggregate mean score tends
to 4 (agree) on the 5-point Likert scale adopted for the study and thus implies that
respondents mostly agreed that activities involving collaboration are experienced in Saudi
banks. In addition, these replies are gathered around the mean, as shown by the low
overall SD. The small inconsistency of replies exposes that the mean is a reliable
estimator for the true mean. The narrow deviation from the aggregate mean proves that
collaboration is important for knowledge creation (KC). The percentage distribution
(Chapter 5: Table 5.2) showed that the Saudi banks execute particular actions to apply
collaboration. 72.4% of responses specified that the bank members are generally helpful,
and 68.7% of responses specified that the bank members are generally supportive. In
addition, 63.1% of the bank members indicated their willingness to collaborate across the

bank.

The findings of the regression analysis (Chapter 6: Tables 6.4 - 6.5) show that each of the
independent variables (trust, learning, and collaboration) was positively correlated on the
dependent variable of all four modes of knowledge creation processes. (trust on KCP: =
241*** trust on KCS: = 0.164*, trust on KCE: = 0.255*** trust on KCC: f=0.221***,
trust on KCI: = 0.387***), Regarding the relationship between learning and the four

modes of knowledge creation processes the results were learning on KCP: = 0.335%%%*;
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learning on KCS: B = 0.191***; learning on KCE: = 0.449***; learning on KCC: =
0.415***; and learning on KCI: = 0.224***_ The relationship between collaboration
and the four modes of knowledge creation processes yielded the following results:
collaboration on KCP: = 0.209***; collaboration on KCS: p= 0.282***; collaboration
on KCE: f=0.111; collaboration on KCC: = 0.128; and collaboration on KCI: = 0.209*.
Moreover, the results show that organisational culture (trust, learning, and collaboration)

explains about 73 per cent of the total variance in the knowledge creation process.

The present study verifies that organisational culture (trust, collaboration and learning) is
amajor influencing factor of KCP. This result is consistent with previous studies (Nonaka
& Takeuchi, 1995; Lee & Choi, 2003; Nejatian et al., 2013). The findings emphasised
that motivating forces and rewards are the most critical social variable empowering the
KCP. These components significantly affect the formation of both tacit and explicit
knowledge. These motivational drivers urge representatives to share what they know and
to generate the latest knowledge (Teerajetgul & Charoenngam, 2006; Gururajan &
Hafeez-Baig, 2012). In addition, trust is a main empowering influence on KCP and
specifically an important indicator of externalisation and socialisation. This outcome in
accordance with Lee and Choi (2003) and Jeng and Dunk (2013). A trust-based culture
encourages collective environment, prompts acknowledgement amongst workers and
increases their ability to share tacit knowledge and generate new ideas (Golipour et al.,
2011). These results affirm additionally the investigation of Weir and Hutchings (2005)
who underscored that in Arab nations, trust is a critical element for KCP achievement.
They expressed that in Arab culture, a trustful relationship is a precondition for

information sharing.

This study provides current empirical evidence for the relationship between learning and

the knowledge creation processes. The findings of this study indicate that the independent
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predictor variable of the learning construct was positively and significantly correlated
with the dependent variable of the knowledge creation process. This result supports those
of prior empirical studies, including those conducted by Lee and Choi (2003), Soon and
Zainol (2011), Al-Hakim and Hassan (2012), Jeng and Dunk (2013) and Berraies et al.
(2014). As Nonaka and Takeuchi (1995) confirmed, learning is, fundamental to the
knowledge creation process. Moreover, it could be contended that there are favourable
implications. Consequently, learning has permanently made a significant role in Saudi
society while overall policy has increased the significance of education in the past 10
years. The inducement offered to the establishment of several public and private higher
education institutions (domestic and external) has been a fundamental factor in human
resource growth in Saudi Arabia and has had a strong and intensive impact on the banking
industry. The other factor related to learning with a positive influence on the knowledge
creation process, in Saudi Arabia, is the growth of internet technology. This has enabled
the fast development of this organisational characteristic as social networking sites,
groups, and forums have established a community of practice, through open sourcing. It
is hard to exaggerate the significance of their role in unofficial learning and the

knowledge creation process in the Saudi banking sector.

The present study found that collaboration is positively related to the knowledge creation
processes. This result is consistent with previous studies (Lee & Choi, 2003; Shih & Chou,
2012). A collaborative culture is essential for efficient KM (Hansen et al., 1999). In
addition, collaborative connections such as social interaction and open discussion can aid
in generating knowledge (Hedlund, 1994). For a positive KC, sharing knowledge between
individuals is a requirement. This type of sharing can be promoted by collaborative
connections to decrease fear and trust in new participants. The cultural factors (Trust,
Collaboration, and Learning) are found to be essential for knowledge -creation.

Collaboration is positively linked with KC processes. In particular, trust and learning are
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major predictors of all KC processes. Furthermore, this study verifies that the KCP is
positively linked to creativity, which is positively connected with organisational
performance as shown in testing the mediation role of KC processes between
organisational culture and creativity. Thus, organisational culture variables; such as trust,
collaboration and learning are positively related to the level of creativity through KCP in
Saudi banks. The results of this study indicate that Saudi banks will be capable of

attaining strategic advantages of KM throughout effective KC processes.

The significant and positive impact of trust, learning and collaboration on knowledge
creation processes in Saudi banks suggest that the bank's knowledge creation process
grows when trust, learning and collaboration improve. Additionally, the bank should
interpret knowledge policy in terms of measurable objectives and requirement, and set
out a series of procedures for evaluating them within a particular timeframe. In general,
the findings were supported by other studies, such as Lee and Choi (2003); Islam (2011);
Soon and Zainol (2011); Al-Hakim and Hassan (2012); Shih and Chou (2012); Jeng and
Dunk (2013) and Berraies et al. (2014). However, only Lee and Choi (2003) and Berraies
et al. (2014) evaluated the impact of trust, learning and collaboration on each mode of the

KCP, but in different cultures and business settings than the present study.

7.2.3 Aspects of the Four Modes of SECI Model in the Saudi Banking Sector

The literature has firmly established the role of the knowledge creation process in
organisational creativity (Woodman et al., 1993; Nonaka & Takeuchi, 1995; Vicari &
Troilo, 2000; Soon & Zainol 2011; Shahzad et al., 2016). Consequently, it can be
reasonably deduced that the knowledge creation process would enhance organisational
creativity process in the Saudi banks. The empirical results of this study show that
knowledge creation processes (socialisation, externalisation, combination and

internalisation) were positively related to the organisational creativity in the Saudi banks
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as hypothesised. The sub-hypothesis H4c is the only one that was not supported, while
H4, H4a, H4b, and H4d were supported (Table 7.2). The present study ensured that the
general model passed that the goodness-of-fit test before estimating the coefficients,
Critical Ratio (CR) and Standard Error (SE) between latent factors. The goodness-of-fit
of the general model was demonstrated to be acceptable on the grounds that y2/d.f. <5
and GFI, AGFI and NFI are around 0.90, with the RMR smaller than 0.05 (Chapter 5:

Table 5.9).

Table 7.2: Results of Hypothesis Tests related to Knowledge Creation Process

# Hypothesis statement Result

H4 | KCP positively contributes to the level of performance | Supported

through creativity in the Saudi banks.

H4a | Socialisation tactics positively contribute to the level of | Supported

performance through creativity in the Saudi banking industry.

H4b | Externalisation tactics positively contribute to the level of | Supported
performance through creativity in the Saudi banking industry.

H4c | Combination tactics positively contribute to the level of | Rejected

performance through creativity in the Saudi banking industry.

H4d | Internalisation tactics positively contribute to the level of | Supported
performance through creativity in the Saudi banking industry.

The findings of the regression analysis (Chapter 6: Tables 6.6 - 6.7) show that each of the
independent variables (socialisation, externalisation, and internalisation) was positively
and significantly correlated with the dependent variable of organisational creativity (OC).
KCP on OC: = 1.012***; KCS on OC: p= 0.231**; KCE on OC: = 0.266***; KCI on
OC: p= 0.409***. The only combination found to be positively correlated, but

insignificant (KCC on OC: p= 0.045). Moreover, the results of multiple regression
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analyses show all modes of the knowledge creation process together explain 51.3% of the

total variance in organisational creativity (Chapter 6: Table 6.6).

The present study indicates that the knowledge creation process is statistically significant
and positively linked to organisational creativity. As Nonaka and Takeushi (1995) argue,
the knowledge creation process and certainly the overall organisational knowledge
creation process is significant because this links to “the capability of a company as a
whole to create new knowledge, disseminate it throughout the organisation, and embody
it in products, services, and systems” (Nonaka & Takeuchi, 1995:3). This permits the
“knowledge creating” organisation to accomplish persistent innovation (Nonaka,

1991:96).

The results above show that the internalisation, externalisation, and socialisation
processes have a more significant role in Saudi banks than the combination process. Saudi
banks were enthusiastic about applying these procedures because of their importance in
banking applications and they are widespread the nation over. These results for the most
part support those of Glisby and Holden (2003), Weir and Hutchings (2005), Haag et al.
(2010), and Andreeva and Ikhilchik (2011). These studies propose that the SECI model
is not all-inclusive and that not every one of its modes has a similar significance in various
social and business settings. In spite of the fact that Hofstede et al. (2010) showed that
individuals in the Arab world follow a collectivist as opposed to an individualist social
framework, however, the socialisation process of knowledge creation was restricted in
Saudi banks. According to Hofstede et al. (2010), the causal relationship between
members was limited in view of the essential absence of trust in the socialisation process,
in substantial part because of the high power distance. This reveals that the way of doing

business may influence the utilisation of each SECI process.
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Present knowledge has a vital function in organisational creativity. Consequently, access
to information, ideas and expertise support persons and groups to build on good ideas and
combine them into innovative processes and products. For instance, the explicit (digital)
material in the organisation intranet and ‘communities’ can considerably stimulate an
organisation's creativity and innovation. Nevertheless, in order to act as a source of
innovative ideas for a firm, knowledge has to go through an examination and appraisal
process. Accordingly, various studies have confirmed the axial function of knowledge
management, especially creating an internal working environment that supports creativity

and encourages innovation (Amabile et al., 1996; Soderquist et al., 1997).

Compared with previous studies in the field, the results obtained from this study further
revealed that the knowledge creation process (socialisation, externalisation and
internalisation) is positively related to organisational creativity, while the combination is
rejected. These findings support previous studies in the field of knowledge creation and
organisational creativity (e.g., Soon & Zainol, 2011; Berraies et al., 2014; Shahzad et al.,
2016). These researchers mostly suggested that the knowledge creation process
contributes to the organisational creativity and managerial intelligence, which improves
the permeation of knowledge through an organisation. Therefore, the knowledge creation
process (socialisation, externalisation and internalisation) plays a significant role in
providing vision and capacity for knowledge sharing, and stimulating organisational
creativity in the Saudi banks. Banks that implement the entire knowledge creation process
of the SECI model (socialisation, externalisation, combination, and internalisation) would
improve organisational creativity and managerial intelligence. These results are
consistent with, for example, Woodman et al. (1993); Vicari and Troilo (2000) and Lee
and Choi (2003). These studies provide strong evidence of a direct relationship between

the knowledge creation process and organisational creativity.
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In addition, the findings of this study confirm prior studies by Lee and Choi (2003); Soon
and Zsinol (2011) and Shahzad et al. (2016). Only the effect of the combination process
on creativity in this study is not consistent with most of the prior studies. However, Weir
and Hutchings (2005) have demonstrated the limited applicability of combination in non-
Japanese context. This finding, in particular, will be investigated more in the following

sections.

7.2.3.1 Socialisation Process (Tacit-new Tacit)

The essential manner of doing business in the Arab world is socialisation and there is a
need to build up a relationship (Weir, 1998). This process is exceptionally tedious;
however, once a relationship has been built up in the Arab world, verbal, contracts are
total and an individual's pledge is her/his bond and inability to meet verbally concurred

commitments will unquestionably lead to an end of a business relationship (Weir, 1998).

The findings of this study showed socialisation as a key predecessor for the exchange of
tacit knowledge (TK) in the Saudi banks. Bank representatives were included in
socialisation through close and personal cooperation, at work and off-the-job. 80.8% of
the participants expressed that they attempted to discover others' conclusions, ideas,
contemplations or thoughts through rotation across bank’s branches while, 66.8% of
employees reported that they urged others to express their ideas, contemplations or
thoughts. The inclination to share knowledge by social collaboration during work tasks
in the Saudi banks likewise demonstrated management support for the exchange of TK
through formal and informed work environments. This is similar to what has been
reported in Japanese banks, which utilised individual interpersonal relationships, in-house
training and job rotation to share information (Kubo et al., 2001). The exchange of TK
throughout social collaboration in the Saudi banks likewise affirmed the qualities of a

collectivist society in the light of solid, firm gatherings and sound good conditions
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(Hofstede et al., 2010). These results support Rodrigues et al.’s (2006) claim that
socialisation can be accomplished through discussion between individuals when they
share thoughts and experiences. It implies that the work environment community is a
capable empowering agent of information exchange as it supports collaboration and
cooperation, which could be critical in the KCP. As individuals in the Arab world are part
of a collective, as opposed to individualist culture (Hofstede et al., 2010), it is

characteristic for them to associate in the working environment.

As well as among employees, face-to-face exchanges with clients are vital to making and
exchange information (Nonaka & Takeuchi, 1995). As working in bank branches permits
investors to hold day-by-day personal discourses with clients, Saudi banks likewise have
contract brokers who regularly contact clients. Leading business dialogue in a social
setting with clients outside the work environment was restricted, yet conversely, there
were frequent formal exchanges with the regulators delegates from the Central Bank of
Saudi Arabia and the Central Auditing Agency and with the organisations that requested
banks’ give advice, for example, possibilities to think about, territory to consider, and so
forth. This suggests banks in Saudi Arabia favour formal over informal dialogues. Similar
to Nonaka's delineation of Japan, the Arab world is also a culture that exhibits sharing of
encounters to make TK (socialisation) dependent on the presence of solid systems.
Hutchings and Michailova (2004) have suggested that, as contrary to popular belief, the
Arab world is not totally impervious to information exchange but rather will really share
information uninhibitedly, but only within their trusted systems in which an insider
relationship exists between transmitter and recipient. However, while in Japan these
systems work across organisations, in the Arab world the systems largely just work on a

departmental basis and thus knowledge is just exchanged inside offices.
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This study additionally upheld the belief that individuals are pushed through solid
relationships in which the community fortifies the way of life of trust and dedication and
empowers socialisation in the organisation (Wang et al.,, 2011). Notwithstanding
noteworthy confirmation of a collectivist society and its manifestation in the Saudi banks
in social collaboration and diverse socialisation exercises, Saudi banks are involved in a
solid progressive hierarchical structure in that combines basic leadership and a dictatorial
management approach, which is generally predominant in all layers of the management

hierarchy.

7.2.3.2 Externalisation Process (Tacit-Explicit)

The process for making TK explicit is externalisation. Weir and Hutchings (2005),
expressed doubt whether the idea of externalisation as utilised in Nonaka’s model
functions also in the Arab setting. The fact of the matter is that a considerable amount of
systems now exists in virtual form. The process of externalisation is a persistent one in
which the information base does not move automatically from tacit to explicit status, but
rather can move as the meanings of social circumstances change from time to time.
Accordingly, some information can remain tacit yet accessible, while other learning can

surface as explicit and after that return, according to circumstances.

There is additionally in Arab societies a high resistance to uncertainty, which requires
connections to be kept up, despite the fact that a specific association may have ended
unsuccessfully. Middle Easterners have a tendency to want to maintain their image to be
good in job circumstances, and to hold on to a winning hand until there is a clear
requirement for disclosure. Within relations of trust, on a basic level, all learning might
be accessible colleagues—even learning which, in a Western setting, would be kept tacit
by nature. In any case, these circumstances are represented by the way of the relationships,

instead of by formal guidelines or judgments of business significance.
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The findings of this study showed externalisation as the main antecedent for the
conversion of tacit (TK) to explicit knowledge (EK) in the Saudi banks. In the
organisational setting, the externalisation process can be accomplished through
encouraging inventive and helpful discussions among individuals and groups. The results
of this study show that the TK of staff, partners, and individuals were changed over into
EK via face-to-face and online discussion in the Saudi banks. 66.4% of the respondents
expressed that they received assistance from specialised bank’s employees in routine
interchanges with each other in the bank. These results support Salmador and Bueno’s
(2007) study. In Saudi banks, the knowledge of experts is made explicit through change
implicit into express knowledge by recording the results of exchanges. Members are
asked to record and report the results of their discourses in gatherings, classes and
preparation programmes. The results of internal projects are condensed in reports and sent
by email as periodic books/pamphlets to all employees. However, access to the results of
outside projects is restricted, as some information is provided only to directors and formal
reports are not entered into any database and so not open to all employees. In this way,

learning from outside events is confined to staff that attend them.

According to Glisby and Holden (2003), knowledge in Japan is created in communities
of practice, exists in tacit form and cannot be distinguished without loss of legitimacy.
The author proposes that the same is true in Saudi Arabia. Glisby and Holden (2003) have
contended that as opposed to endeavouring to make TK explicit, attention ought to be
paid to making the EK accessible. However, such a circumstance cannot be guaranteed
in Saudi Arabia since, similar to Japan, interpersonal relationships are formed over a long
period and the development of trust that happens at the same time suggests that

information will just be imparted to a select few.
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7.2.3.3 Combination Process (Explicit-Explicit)

The combination process reformulates EK into a purer and more helpful shape for the
bank and its employees. Saudi banks conduct specific exercises to execute this process,
for example, the constant upgrading of databases, systems and reports utilising the
overhauled guidelines and reports from top management on every applicable issue, which
are spread to employees by means of messages and intermittent reports. Banks are
likewise quick to get important administrative and banking reports translated from
various languages. Specialised functions, for example, correspondence, data innovation,

or data management, are responsible for managing such procedures.

According to Glisby and Holden (2003), combining information from all members of the
organisation has effective roots in unmistakable Japanese management exercises and this
may not have any significant bearing universally. This process may play an extraordinary
part in Arab business organisations for the apparent reason that the business organisation,
in general, is organised along familial lines and directly connected to the family and its
internal and external relations. Accordingly, it is acknowledged that power and expertise
are concentrated and that, regardless, the opinions of junior individuals are probably
going to contain significant components. The findings of this study showed combination

as an insignificant factor.

To confirm the research model, this study adopted Confirmatory Factor Analysis (CFA)
and regression techniques. Thus, all findings of this study were based on the empirical
results of these techniques. CFA offered confirmation of the latency of KC constructs
established by this study. For example, the CFA findings of the hypothesised
measurement model to examine the KC construct consisting of socialisation,
externalisation, combination, and internalisation processes proved that these constructs

are reliable and sufficient to test the relationship (see Figure 5.1). In addition, Table 5.9
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shows all the model fit values, which support the validity of the four domains of the
knowledge creation process. According to the recommended threshold values of Kline
(2011) path coefficients > 0.10 have a low influence, path coefficients > 0.30 have an
average influence, and path coefficients > 0.50 have a high influence. The path

coefficients of the items (including item combinations) confirmed that the measurement

model sufficiently explained the sample data in the Saudi banking sector.

After evaluation of the measurement model through CFA, investigations of hypothesised
relationships between the constructs were performed using regression analysis. The
findings of this study indicate that each of the SECI processes positively influences
organisational creativity (OC), however, the share of every process is different (see Table
6.7). The combination process had a positive effect, but it was insignificant. Weir and
Hutchings (2005) prove the limited applicability of combination in non-Japanese contexts.
In addition, researchers examining the knowledge creation processes (KCP) have
proposed that all SECI processes strongly support creativity and innovation (Darroch &
McNaughton, 2002; Lee & Choi, 2003; Bueno et al., 2008; Xu et al., 2010; Richtner &
Ahlstrom, 2010). However, analyses examining the association among each procedure of
SECI showed that not all had the same effect and a number of studies suggest that some
processes may even have a negative influence (Refaey, 2002; Schulze & Hoegl, 2008;
Ng et al., 2011). It was also proposed that associates with creativity in developing nations
could be unique for those countries but not necessarily for developed countries. Thus, this
study starts by exploring the character of the creativity process in the Saudi banking sector,
and then examines the associations among each procedure of SECI model and creativity.
The results of this study show that the internalisation, externalisation, and socialisation
processes have a more significant role in Saudi banks than the combination process. Saudi
banks were enthusiastic about applying these processes because of their importance in

banking applications and they are widespread the nation over. These results for the most
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part support those of Glisby and Holden (2003); Weir and Hutchings (2005); Haag et al.
(2010) and Andreeva and Ikhilchik (2011). These studies suggest that the SECI model is
not all-inclusive and that not every one of its process has a similar significance in different

business and social settings.

In terms of theoretical conclusions from these finding, the absence of empirically
confirmed scales in the setting of knowledge-intensive Saudi banks further increases the

need for this study.

An organisation’s innovativeness is determined by its skill in recombining current
knowledge (technologies). There are two separate kinds of recombinant capabilities;
organisations could innovate through recombinant creation, by creating technical
combinations new to the business, or organisations might innovate through recombinant
recycling, for example through reconfiguring combinations previously recognised by the
organisation (Gianluca & Elisa, 2013). The aim of this study is to analyse the impact of
organisational culture and the knowledge creation process on organisational creativity
and performance in knowledge-intensive banks. Thus, the forces of both forms of
capability such as the degree of integration and the variety of its knowledge base have not

been analysed. To sum up, the present study does not fit into this strand of research.

7.2.3.4 Internalisation Process (Explicit-Tacit)

The internalisation process of Nonaka's model alludes to the epitomising of EK into TK
(Nonaka & Takeuchi, 1995) and includes learning-by-doing and preparing to get to the
information of the whole organisation (Nonaka & Konno, 1998). Glisby and Holden
(2003) propose that this process does not have universal application. Internalisation in
Arab management is typically experienced in informal ways. According to Islamic

thoughts, the practices that work in one setting can become models for other more formal
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circumstances. The crucial framework of every one of these practices is derived from
Islam, which is a religion of practice rather than authoritative opinion and of consideration.
Therefore, the way managers’ act is, in general, criteria for the way they are—it is both

the confirmation and the declaration (Weir & Hutachings, 2005).

According to Nonaka and Takeuchi (1995), information internalisation is firmly
identified with learning by doing. Any expert broker needs to perform numerous activates,
for example, managing corporate and individual clients, assessing economic conditions
and giving suitable financial guidance. For this, banks provide the ability advancement
preparing to staff with particular emphasis on the related and valuable educational
modules in light of the needs of the banking industry. However, as far as the
internalisation process in Saudi banking is concerned, staff tend to internalise recently
learned information as a resource for future purposes in the face-to-face discourses, at

work and off the job training (Tsai & Li, 2007).

Saudi banks likewise support staff learning and advancement in the organisation. For
example, the findings show the relationship between learning and the KCP is highly
positive and significant. This finding is in concurrence with Alipour et al. (2011) who
found that learning encourages information procurement in a knowledge creation process
(KCP), as without it, new knowledge cannot be made. In this respect, it is argued that
'learning by doing' is much easier in learning organisations than non-learning
organisations, since they are not prepared to convert EK to TK on a standard basis

(Nonaka & Takeuchi, 1995).

Banks in Saudi Arabia urge members to cover EK by concentrating on getting the results
of preparing projects, workshops and databases, and by masterminding meetings to
clarify the substance of related reports and records. Banks usually support staff to go to

basic banking programmes e.g. credit, client administration and corporate. Interestingly,
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banks do not formally support postgraduate degrees, e.g. MSc or PhD, as these academic
degrees are unnecessary for a banking job (Chapter 5: Table 5.1). Workers, nevertheless,
highlighted the significance of handouts and presents as sources to furnish them with
upgraded facts and to support their own vision. Internalising information is likewise
identified with learning by doing, so training at work has an imperative part (Nonaka &
Takeuchi, 1995). In the banking sector, obtaining pertinent knowledge from training

programmes and databases is a critical aspect of job training.

In this study, 78.9% of the respondents concurred that the bank upholds learning by doing,
and 63.6% of them concurred that the bank forms teams and conducts trials and offers the
results to all areas of the bank. Moreover, 83.1% of workers understand the ideas of others
better by training. These outcomes are in concurrence with Nonaka and Takeuchi (1995)

and Tsai and Li (2007).

7.2.4 Mediating Role of KCP and Organisational Creativity

This study analyses the degree of KM activities in the banking industry of Saudi Arabia.
In this process, the impacts of organisational culture (collaboration, trust and learning) on
KC and creativity are examined, along with the effect of knowledge creation and
organisational creativity on performance. Zheng et al. (2010) proposed that there is a gap
in the literature with respect to the mediation of KM processes between various
organisational parts and performance. To fill such gaps, they investigated the mediating
effect of KM processes between the relationship of organisational culture, structure and
system with performance. They utilised social measures, for example, consistency,
mission, association and flexibility as the measurements of culture presented by Denison
(1995) in US and South Asian social settings. This study used different cultural
dimensions, such as collaboration, trust and learning. Lee and Choi (2003), using a sample

of various industries, used these cultural dimensions also. By reviewing the literature, the

198



author did not find any study investigating the mediating role of KCP and creativity
between organisational culture and performance in a specific business context, such as

the banking industry.

The research model of this study integrates organisational creativity (OC), since it is the
seed or germ of all advancement and innovation (Amabile et al., 1996). In addition, OC
is at the very heart of KM (Gurteen, 1998) and creativity changes knowledge into business
value (Lee & Choi, 2003). Disregarding OC can rapidly undermine a business. The
association between KC and OC has generally been given little consideration,
notwithstanding its high value (Vicari & Troilo, 2000). Testing the mediating role of KCP
and creativity links organisational culture with organisational creativity and the
knowledge creation process with performance. This means that the relationship between
organisational culture and performance is found to be indirect. Therefore, the knowledge
creation process plays the role of an intermediate variable to mediate the relationships
between the independent variables of organisational culture and the dependent variable

of organisational creativity.

The empirical results of this study show that KCP mediate between organisational culture
(collaboration, trust and learning) and creativity in the Saudi banking industry. The
present study builds up a mediated relationship between organisational culture and
creativity and between KCP and organisational performance that has been affirmed
through empirical analysis. The study determines the prospective mediation effects of
KCP and creativity, which has some implications for theory. In addition, creativity may
be considered as a full mediator in the relationship between organisational culture and
organisational performance. Tseng (2010) studied three types of organisational culture:
hierarchical, clan and adhocracy. Her results showed that a culture of adhocracy affects

KC and improves organisational performance (OP). In addition, Nold (2012) supported
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the hypothesis that organisational culture enables KM, which in turn influences OP.
Zheng et al. (2010) recommended that the mediating impacts of knowledge management
practices between the relationship of organisational culture and performance should be
estimated. Besides, it was proposed earlier that the organisational culture has a positive
impact on KC and creativity and as a result, KC and creativity improve the performance

of an organisation.

7.2.5 Aspects of Organisational Creativity and Organisational Performance in

the Saudi Banks

The results of this study show that organisational creativity (OC) is significantly and
positively related to organisational performance (OP) in the Saudi banks. With a specific
end goal to accomplish a superior comprehension of KM performance, organisations
ought to endeavour to connect KC with mediator results (Damanpour, 1991). An essential
mediator is OC, which gives a key to the comprehension of direct and indirect effects

(Woodman et al., 1993).

The findings (Chapter 6: Table 6.9) show that the independent variable (Organisational
Creativity) was positively and significantly correlated with the dependent variable of
organisational performance (OC on OP: p= 0.291, P-value <0.001). Moreover, OC
explains 24.9% of the total variance in organisational performance. In addition, the
goodness-of-fit of the general model was acceptable, on the grounds that y2/d.f. <5 and
GFI, AGFI and NFI are around 0.90, with the RMR smaller than 0.05 (Chapter 5: Table
5.9). OC, which is firmly connected to knowledge (Leonard & Sensiper, 1998), could be
viewed as an important organisational capacity (Amabile, 1998); a possible source of
organisational effectiveness (Woodman et al., 1993) and a source of competitive
advantage (Leonard & Straus, 1997). Innovation-connected OC is a critical variable and

assumes a significant part in the improvement process keeping in mind the end goal of
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the achievement a competitive advantage of organisations (Woodman et al., 1993). It

follows that those processes could be critical to the Saudi banking industry.

The literature review uncovered that OC is created in huge part from its OP, while the
creativity of an organisation likewise influences the viability of the OP (Murphy et al.,
1996; Quinn et al., 1996; Davenport, 1999; Shani et al., 2000). This study shows that OC
Is positively and statistically significant connected to OP. This outcome is in accordance
with past studies (e.g., Shani et al., 2000; Lee & Choi, 2003; Theriou et al. 2011; Shih &
Chou 2012; Berraies et al., 2014). For instance, Shani et al. (2000) introduce a model,
which links OC and OP. Their result suggests that managers consider OC with the specific
end goal of improving OP. These scholars generally propose that OC adds to the OP and
management insight that enhances the presence of information throughout an organisation.
Thus, OC plays a noteworthy part in giving vision and information sharing and supporting

productive OP in the Saudi banks.

The findings of this study on creativity and Saudi banks' performance demonstrated that
the level of creativity and performance from the perspective of the study respondents was
high. The reason may be the desire of the banks to enhance performance by attracting
sufficient deposits through improving creativity and innovation in order to attract the
greatest number of clients. About 85% of respondents concurred that the bank
dynamically generates novel and useful ideas (services), while, 82.7% of them confirmed
that the bank has created many novel and useful ideas (services) (Chapter 5: Table 5.2).
OP, as indicated by Lee and Choi (2003); can be assessed through the general
achievement, growth rate, market share, productivity, and profitability. In the Saudi
banking sector, there is evidence of change and improvement through the last decade due
to huge government spending. It is obvious from this study that their ability to play a key

role in the economy relies on their dedication to KM. In general, the findings of this study
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confirm prior studies by Lee and Choi (2003); Daud and yousoff (2010); Theriou et al.
(2011); Soon and Zainol (2011); Shih and Chou (2012); Berraies et al. (2014); Issam and

Al-Makhadmah (2015) and Shahzad et al. (2016).

7.3 Overview of the SECI Model of Knowledge Creation and its Applicability in

Saudi Cultural Context

The model testing comes about over the adequacy of the hypothesised factor structure
using a confirmatory factor analysis (CFA) and the existence KCP in Saudi banks.
According to the results of this present study, a model of knowledge creation (SECI) (i.e.
socialisation, externalisation, and internalisation) performs an effective role in the KC
inside Saudi banks. These results were in agreement with the literature, suggesting that
organisational KC happens when each of the four modes of KCP is "authoritatively"

prevailing to achieve a ceaseless cycle (Nonaka et al., 1994; Nonaka & Takeuchi, 1995).

The confirmation of the SECI model in Saudi banks exhibited that KC by the four
processes is not solely a Japanese marvel, but can likewise be reasonable in the
developing nations’ organisations. These outcomes support Von Krogh et al. (2000);
Glisby and Holden (2003); Haag et al. (2010); Andreeva and Ikhilchik (2011) and Easa
and Fincham, (2012), who propose that the SECI model is 'generally practical' if the

correct setting of information sharing is given.

The results from the quantitative techniques additionally demonstrated that the positivist
view supports Saudi banks in the usage of the KC framework inside the banking sector.
The outcomes of this study indicate that the internalisation, socialisation and
externalisation processes have strongest influence in Saudi banks than the combination
process. As opposed to the Islamic banks, commercial banks were more keen to execute

these processes, as a result of their wider range of banking operations and their wide

202



spread over the country. These outcomes generally support the results of Glisby and
Holden (2003), Weir and Hutchings (2005), Andreeva and Ikhilchik (2011), and Easa and
Fincham, (2012) which all suggest that the SECI model is suitable for use in different
cultural and business settings. Despite the fact that Hofstede et al. (2010) claim that
people from Arab culture manifest a collectivist rather than an individualist social
structure, in Saudi banks, the technique of combination was limited. Informal systems
among specialists were limited because of the absence of validation in combination
action, generally due to the considerable high power distance of chiefs. This reveals that
the character of business could affect the function of each SECI process. Official meetings
among members are also required to achieve their work; nevertheless, informal and social
activities among them had less support, in spite of the fact that they are fundamental for
the development of trust. Hence, literature has highlighted that banks in Canada, Libya,
Malaysia, and the UAE need to build organisational societies to enhance the learning

exchange.

Another issue that attracted attention was the way in which the nature of the task can
affect the use of every process. So far, rotation of the staff has not regularly happened in
Saudi banks, principally because of the cost connected with it. To express the matter
succinctly, banks in Saudi Arabia represented the path in which the multifaceted design
of culture affects information exchange. In this unique situation, it was shown that social
values connected with firms and jobs were commonly associated, mutually dependent
and in some cases, conflicting with each other. As claimed before, notwithstanding the
way that Saudi nationals largely take part in group-based socialisation, managers exert
strong power with respect to their subordinates with the end goal of controlling their
informed activity. This shows managers need trust in their subordinates, considering that
when informed association happens, it will probably be concerned with something outside

the work related setting. The social values connected with banking establishments rely
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upon data being secure and classified and, thus, managers largely emphasise formal over
informal learning. Besides, rotation of staff was confined to the area requiring a lower
level of specialism, including customer services, and was occasionally included in more

complex areas, including credit.

The performance of SECI processes in banks worldwide differs, according to every
nation's approach. For example, commercial banks in Saudi Arabia focused more on the
internalisation process. However, as clarified in Chapter 2, this process was not embraced
by the Tiger Bank in Malaysia. Furthermore, the socialisation process was not adopted
by the Camel Bank, nor was the combination process by the Asian Development Bank.
In Mauritius, there was no representation of the processes of combination and
externalisation, whereas in Tunisia, in the stabilise setting of a culture of knowledge
sharing and encouraging the internal and external organisation measures, all processes of
SECI were endorsed. Michiko and Tokyo-Mitsubishi were some Japanese banks that
focused more on the socialisation process. Banks in Germany and the USA focus more
on the process of externalisation by systematising the information of people whereas,
Tunisian banks do not give adequate attention to the grievances of customers. In this way,
the variations in the operation of the SECI demonstrated in global banking could have a
basis in of the differences in culture, or even among organisations inside the same culture,

e.g. Tiger and Camel Banks in Malaysia.

Despite the fact that banks had various methods for acquiring external information, e.g.
through the organisation with customers, correspondence with outside bodies or
recording outside information was limited. This emphasises that Saudi banks, like most
Tunisian and Japanese banks, do not give adequate consideration to recording outside
information and are not at all like US banks, which focus more on outside learning.

Portuguese banks may potentially focus more on expanding access to internal information
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rather than increasing new information from the outside. Nonetheless, this study confirms
the conclusions of Nonaka et al. (2000) and Von Krogh et al. (2012) who argued that
managers determine the extent to which an organisation can apply the SECI model.
Managers in Saudi banks both have positive and negative impacts on the working of each
SECI process. The organisation of banks offered time, space and additionally risks (Ba)
to encourage personal dialogue through offering a place and internal and external training
areas to advance collaboration of staff within the same area, and by allowing specialists
to do informal talks before or after working hours. Ba was, moreover, offered by
arranging and passing on information via PCs, the web and the intranet. In addition,
directors upheld the recording of outcomes of internal plans, updating bank databases and

offering simple induction to these databases.

In order to empower knowledge management agents Saudi banks, like banks working in
developed countries, need to build up an information culture that similarly concentrates
on the four modes of SECI model. The above argument is a confirmation that the
utilisation of the SECI model is reasonable in Saudi banks, despite the fact that the
emphasis on one process rather than another is reliant depends on the national culture, the
support of the managers and nature of the task. The findings give credibility to the
proposal of Nonaka and Takeuchi (1995); Nonaka et al. (2000) that the role performed
by culture and management cannot be disregarded if the effective utilisation of SECI is

to be ensured.

Nonaka and Takeuchi (1995) built up the socialisation, externalisation, combination,
internalisation (SECI) model as a system for understanding effective ways to deal with
knowledge management. Glisby and Holden (2003) studied their model and contended
that the SECI model was not universally appropriate, but rather depended on a specifically

Japanese model of knowledge management that has some application to industrialised
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Western countries yet may not be of value in diverse cultures. Certainly, knowledge
management works differently in various cultural settings, yet there are components of
the SECI that, as this study demonstrates, do have application in the Arab world.
Conversely, Weir and Hutchings (2005) in their investigation of the relevance of the SECI
model in Chinese and Arab settings propose that KM is routinely practised in both China
and the Arab world and in thus presume that socialisation works successfully in these
unique situations. They did not say which nations were included in their study, since the
Arab world incorporates 23 countries. Likewise, they assert that in the Arab culture,
externalisation does not work precisely as it should, as indicated by the SECI model. Weir
and Hutchings (2005) explain that combination happens effectively in Arab settings but
does not function well in the Chinese. They additionally report that in the Arab setting,
job rotation is considered a useful device; however, it is not generally spread. In addition,
it is normally not intended to change the member’s skills altogether, so the emphasis is

still on specialists.

The present study findings show that the SECI model is applicable in Saudi Arabia and
only the combination process has an insignificant effect. Andreeva and Ikhilchik (2011)
supported these findings. The SECI model turned out to be extremely powerful and it
appears to have been acknowledged by most of the knowledge management field as

generally legitimate in theory and in application (Von Krogh et al., 2000).
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7.4 Chapter Summary

The present study analysed the relationships among KM variables, to assess how
organisational culture factors affect organisational performance. The essential messages
to arise from this study are as follows. (1) The organisational culture factors (trust,
learning and collaboration) are found to be crucial for KC. (2) These factors of
organisational culture have an indirect effect on organisational performance. (3) The four
modes of SECI are found to be positively related to organisational creativity, which is
positively linked with organisational performance. (4) These four modes have an indirect
effect on organisational performance. (5) The findings of this study confirm that Saudi
banks will be able to attain strategic benefits of KM through effective KC processes.
Finally, the SECI model does have application in Saudi Arabia. The practical
implications, theoretical contributions, limitations, and conceivable future research are

presented in the next chapter.
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CHAPTER 8: CONCLUSIONS

8.1 Introduction

The aim of this study was to analyse the relationship between organisational culture, the
knowledge creation process (KCP) and firm performance and the role of KCP and
creativity in this relationship. The emphasis was on KCP, specifically socialisation,
externalisation, combination and internalisation in the context of domestic banks
operating in Saudi Arabia. In terms of methodology, different from past studies, which
generally used Exploratory Factor Analysis (EFA), the present study constructed a model
in accordance with the literature review and then confirmed the model’s goodness of fit.
Thus, the study is a Confirmatory Factor Analysis (CFA)-based one addressing topics
that are vital and novel in the business field. The findings not only provide a basis for
further research in the field, but also have implications for chiefs at Saudi banks looking

for management knowledge.

This study builds up a model that interrelates KM variables. The model incorporates three
organisational culture variables: trust, learning, and collaboration. The emphasis is on
KCP: socialisation, externalisation, combination, and internalisation. To clarify the
relationship between organisational culture and organisational creativity (OC), KCP is
joined into the model. In addition, OC is joined into the model as a mediator between
KCP and performance. The determination of the variables was based on a sound

theoretical foundation and applied to the banking sector in the Kingdom of Saudi Arabia.

The model that best grasps the way of KM is one that Nonaka and Takeuchi (1995)
suggested, the SECI model of KC (Aurum et al., 2008). This study used the SECI model
for the following reasons: 1) it is one of only a handful of KC theories that investigate the

relationships between EK and TK; 2) the model contains knowledge sharing as well as
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KC; 3) it has been broadly utilised in research in several areas, for example, organisational
learning and new product development (Nonaka et al., 2000; Lee & Choi, 2003). Despite
claims of the 'general appropriateness' of the SECI model made by Nonaka and Takeuchi
(1995) in the relevance of this model for measuring knowledge creation in different
cultural settings was debatable (Glisby & Holden, 2003; Haag et al., 2010; Andreeva &
Ikhilchik, 2011; Easa & Fincham, 2012). This study adds to the literature debate on the
theoretical context of Nonaka and Takeuchi's (SECI) model, its wider applicability and

its effect on organisational performance through creativity.

The Saudi banking sector is a generally more learning concentrated sector than many
other sectors, as it contains heterogeneous and essential information capital. The
utilisation of Nonaka and Takeuchi's SECI model, for measuring knowledge creation in
Saudi knowledge-intensive organisations in overall, and Saudi knowledge-intensive

banks in specific, has not been attempted previously.

The outcomes of this study addressed the research questions concerned with the
relationships among organisational culture, KCP, organisational creativity and
performance and their significance to the Saudi banking sector. This chapter provides the
main results of the study and their implications. It also addresses the practical implications
and theoretical contributions. The chapter ends with the research limitations and

suggestion for future research.

8.2 Summary of Findings

This study was conducted to analyse the connections between the KM variables that form
creativeness and organisational performance (OP) in Saudi banks, to help banks'
managers to reform successful KM activities. To achieve its purposes, this study

suggested a KM model, which includes organisational culture (collaboration, trust and
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learning), knowledge creation processes (socialisation, externalisation, combination, and
internalisation), organisational creativity, and organisational performance. To confirm the
research model, this study adopted CFA and regression techniques. The main findings of

this study were as follows:

Organisational culture factors (collaboration, learning and trust) are found to be crucial
for KC. In addition, they have indirect positive effects on organisational creativity.
Collaboration is positively linked with all the four knowledge creation processes. In
particular, learning and trust are significant predictors of all knowledge creation processes.
It was found that worker training and advancement, on-the-job, workshops and courses
were significant means of internalising EK in routine exercises. This reveals a vital point:
all KM projects are strongly dependent on organisational culture. An organisation with
an unhealthy cultural environment is likely to fail in its knowledge management
programmes or enhancing its organisational performance. When individuals feel that
there is no worry or hazard about their position in the exchanging of information, they
become even more eager to share it. The externalisation process will be meaningless if
trust is not available. Internalisation is pointless if the staff do not give careful
consideration to learning. The absence of any of these factors can create real obstacles to
knowledge creation and may cause the organisation to fail to establish a fruitful KM
framework. Consequently, the Saudi banking industry must guarantee the availability of
a suitable organisational culture before the use of KM framework (e.g. programming and
equipment). As indicated by Soon and Zainol (2011), learning is the principal promoter
of organisational creativity (OC) and organisational performance (OP). Even in a single
organisation with a few subsidiaries in various nations, organisational variables may
affect in different ways the KCP in every branch (Magnier-Watanable et al., 2011).
Subsequently, inspecting in how much each of KM parameters can be powerful is

required before the execution of the KM framework in the banking sector.
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Regression analysis revealed that the KCP, socialisation, externalisation and
internalisation have a powerful part the banks’ performance through creativity, in the
Saudi banks studied. Additionally, it was found that OC is a driver of firm performance.
Therefore, this study supports the idea that the SECI model is applicable worldwide. The
findings of this study prove that each of the SECI processes positively influences the OC,

however, the share of every process is different.

The findings showed that socialisation is a key antecedent for the exchange of tacit
knowledge (TK) in the Saudi banks considered. Saudi banks have implemented a variety
of on-job and off-the-job training projects to improve knowledge sharing and exchange.
These projects seemed, by all accounts, to be productive for knowledge sharing and
exchange through face-to-face talks and discourse with senior and junior staff from

various offices and branches.

Regarding the externalisation process, the TK of staff is changed to EK through
conversation among different individuals in their usual work. Changing over TK into EK
was likewise accomplished through the interest of people in setting their operational plans

at the branch level, depending upon the readiness of the branch supervisors.

The combination process had a positive effect, but it was insignificant. Weir and
Hutchings (2005) prove the limited applicability of combination in non-Japanese contexts.
The present Saudi banking framework permits members to consolidate diverse sorts of
EK into purer EK while performing their jobs. For this purpose, the data framework in
the banks is being utilised to expand knowledge availability by having a smooth

procedure for gathering and updating data.
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The internalisation process had the strongest impact and the results of the study indicated
that this process helped Saudi banks to internalise explicit knowledge (EK) into TK

during KCP.

The findings demonstrate that OC, depicted by usefulness and novelty is significantly and
positively correlated to Saudi banks’ performance. An organisation’s prosperity and
survival rely on upon its ability to create new knowledge and afterwards innovation.
Knowledge is an organisation’s most important asset, since it epitomises intangibles
resources, schedules, and innovative procedures that are hard to copy. As according to
Nonaka and Takeuchi (1995), effective organisations are those that reliably create new
knowledge, spread it generally all through the organisation, and quickly incorporate it

into new items, products and services.

In terms of the mediating roles of knowledge creation and creativity, KCP mediates
between the organisational culture (collaboration, trust and learning) and creativity in the
Saudi banking industry. In addition, creativity mediates between the KC processes and
performance. This suggests that the mediators (KCP and creativity) can help to create a

chain of credibility between organisational culture and performance.

8.3 Theoretical Contributions

The main theoretical contributions of this study are as follows:

Firstly, one of the significant concerns of this study was to distinguish and look at the
connections between organisational culture and each process of KC. Most past studies
ignored these relationships, since they assessed KM processes by the utilisation of
measures such as the number of created thoughts, ideas or patents. According to Mueller
(2012), the association between organisational culture and specific knowledge

management processes has not been studied. This study addresses this deficiency by
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adopting Nonaka and Takeuchi's (1995) KC model, enabling Saudi banks’ members to
recognise which organisational factors are basic for their KC processes. Since no
organisation can deal with all types of KCP equally well, this study may help to expand
particular KC processes such as socialisation or internalisation and enhance Nonaka and
Takeuchi’s model in the Saudi culture. Furthermore, it helps to fill a significant gap in
the literature of empirical evidence that KM makes a difference to organisational

performance (Zack et al., 2009).

Secondly, a research model was produced to analyse the knowledge management (KM)
of Saudi Arabian banks, incorporating organisational culture, knowledge creation
processes, organisational creativity and performance based on empirical studies.
Organisational culture is based on collaboration, trust and learning, while the knowledge
creation process based on socialisation, externalisation, combination, and internalisation
processes. This research is the first to build up an integrated perspective of KM in the
Saudi Arabian context. The suggested model is original in light of the fact that KM
research in this field is still in its early stage. On the other hand, it is important for
researchers in the KM field, since the KM model can be a starting point for further
empirical research. Moreover, it exploited a process-oriented view of knowledge by
incorporating Nonaka and Takeuchi's model (SECI). Although handling knowledge
depends on processes more than substance, insufficient empirical analyses have been
conducted from a process-oriented viewpoint. The outcomes of this study enrich the
literature in the field of KM, highlight the critical role of the knowledge creation process,

and provide empirical support for Nonaka's (1994) theory of knowledge creation.

Thirdly, the utilisation of Nonaka and Takeuchi's model (SECI), for measuring
knowledge creation in the Saudi knowledge-intensive organisations overall, and Saudi

knowledge-intensive banks in specific, has not been done other than in this empirical
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study. The present study is the first that has completely examined the theorised
association between organisational culture and the KCP founded on socialisation (KCS),
externalisation (KCE), combination (KCC), and internalisation (KCI) in Saudi

knowledge-intensive banks.

Confirmatory factor analysis (CFA) has offered confirmation of the latency of both KC
and organisational culture constructs established by this study. For instance, the CFA
findings of the hypothesised measurement models to examine the KC construct consisting
of socialisation, externalisation, combination, and internalisation processes, and the
organisational culture construct, based on collaboration, trust and learning, proved that
both constructs are reliable and sufficient to test the relationship. Data testing was
accomplished and conducted by the preliminary suggested theoretical model and pilot
feedback statistics. In terms of contribution, the absence of empirically confirmed scales

in the setting of knowledge-intensive Saudi banks further increases the need for this study.

Fourthly, the investigation of Saudi banks' implementation of and familiarity with KM
will be important for organisations in developing nations to control their KM strategy.
For example, this analysis confirmed with reference to Saudi Arabia, that the cultural
environment of organisations is a key to their achievement. A collaborative, trusting and
learning environment inside organisations will positively affect banks' performance. This
significance indicates that firms in developing nations can create and change their
processes to amplify their organisational performance (OP). Organisations from
developed nations can likewise profit from the findings of this study when they outsource
their partnership processes to developing nations. In addition, making contacts
(networking) in Arab culture is essential to the achievement of KM and OP. This is
consistent with Ibarra and Hunter's (2007) theory, which confirms that acting through

networks implies the impotence of ‘who you know’ instead of ‘what you know’, a
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phenomenon called "Wasta" in the Arab world (Weir & Hutchings, 2005). The findings
demonstrate the potential mediation effect of knowledge creation process. Thus, wasta
enables the flow of KC in and between organisations in the extremely networked Saudi

culture.

Finally, the author contends that matter that has been neglected in the KM literature is the
mechanism of the impact of organisational culture on the OP. It has been recognised in
the literature that organisational culture can positively influence performance. The
present study builds up a mediated relationship between organisational culture and
creativity and between KCP and OP that has been confirmed through empirical analysis.
The study determines the prospective mediation effects of KCP and creativity. This has

some implications for theory.

Researchers have explored the impact of organisational KCP on firm performance. Anand
et al. (2010) obtained that specific process change practices encourage KC, which can
then impact OP results. Cua et al. (2001) explored that the utilisation of KC practices
significantly impacts OP results. KC contributes to the OP by generating new processes
(Shah & Ward, 2003; Zu et al., 2008; Anand et al., 2010). However, these researchers
have not completely clarified the way in which KC impacts OP, or perhaps, they have
just hypothesised about the impact of KC on OP, informed by the dynamic theory of
organisational KC. The present study adds to the literature by empirically setting up the
missing part that the previously mentioned studies did not explore, in particular, the path
or mechanism by which organisational culture improves OP through KCP and the path or
mechanism by which KC processes impact OP. This is essential, since this missing
information adds more conceptual cohesion to these studies, pointing the way for future
studies that will study different part of the connections among organisational culture,

knowledge creation, organisational creativity and firm performance.
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8.4 Practical Implications

Because no such study has been done before in the Saudi Arabian banking sector and as
indicated by the results, the author gives a few proposals to the Saudi banking sector to
deal with their knowledge more efficiently and so maximise organisational creativity,
which is the seed of innovation. These suggestions can likewise be utilised as a guide by

banks or organisations in developing nations.

The findings highlight the significance of culture as a feature of organisation assets in
their association with performance. Specifically, the particular connections examined
give directions for managers to suitably comprehend the fit between the culture and the
strategic direction of the firm. As contended before, only after understanding the cultural

variables, can supervisors handle the matters of cultural power (Sorensen, 2002).

This study also provides a clearer recognising of how KC practices can influence firm
performance. With regard to process improvement, organisations cannot be expected to
fundamentally enhance operational performance without encouraging the creation of
knowledge through KC processes. Many organisations have tried to repeat the practices
of other successful firms in order to improve OP. Nonetheless, if such best practices do
not deliver organisational knowledge, it is likely that the impact on performance will be
little or none. This clarifies, at any rate partially, why some firms utilising prescribed
procedures can accomplish performance improvements while many other firms using the
same accepted procedures in the same industry are not able to accomplish noteworthy
performance improvements. This study emphasises the need for organisations occupied
in process improvements to consider advancing practices that will encourage
organisational KC. As indicated by Nonaka (1994), the value of the interface between
employees amid process improvement creativeness is just as beneficial as the tacit

knowledge (TK) that can be captured and exchanged. Nonaka (1994) contends that the
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way to secure TK is through experience. According to Nonaka (1994:20), without some
type of shared understanding, it is very hard for individuals to share each other’s view.
Process enhancement practices provide a setting to encourage shared experiences
(Linderman et al., 2004; Anand et al., 2010). This suggests that process improvement
activities have two critical parts; 1) improving TK within persons within shared
knowledge and 2) improving organisational KC through the foundation of experience

spirals.

Due to the significant role of KCP in OP through organisational creativity, this plays an
essential part in giving vision and data sharing, and supports useful organisational
performance, since effective firms are those that constantly generate new information
(Nonaka & Takeuchi, 1995). One of the ways to enhance knowledge creation in
organisations is with the right KM strategy to support business. Organisations use KM to
achieve one of two objectives, namely, to improve efficiency or to improve innovation.
The former normally is used in organisations that create value through cost leadership
while implementation of the latter is via differentiation in terms of quality and innovation.
The adoption of KM should support the objectives and business plans of organisations

(Davenport & Prusak, 1998; Zack, 1999).

Another way of upgrading KC in organisations is by means of performing the applicable
leadership actions. Usually, leaders impact representatives' work conduct (Yukl, 2002).
In order to improve information creation, organisations need to develop an organisational
learning culture, which provides appropriate conditions for workers to learn. Knowledge
creation is a dynamic process and subsequently, it is constantly fundamental to unlearn
existing projects and to learn new arrangements of abilities (Bhatt, 2000). Learning is one
of the key components in KC. The learning process in the organisation does not occur

naturally, but rather it requires legitimately set favourable situations or conditions to
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support learning throughout the organisation, to create a specific organisational learning
culture. The capability of getting and using knowledge is the engine driving the capacity
of banks to provide value for clients (Ping & Kebao, 2010; Shih et al., 2010). Furthermore,
managers ought to consider the advancement of a learning culture and a trustful
relationship among members in the organisation. In addition, banks ought to receive

motivating incentives and rewards, which are the most basic way of empowering KCP.

The present study builds up a practical model that clarifies the impacts of organisational
culture and KCP on OP. From a professional point of view, this study gives a chance to
bank chiefs to better perceive the empowering agents for upgrading KC in their banks.
The knowledge creation model (SECI) is a widespread model and its four processes are
affirmed through the factor analysis (Chapter 5), yet the utilisation of each process is
dependent on the social setting, managerial support, and the type of work. In general, a
collectivist culture is expected to be more inclined to socialisation than an individualist
culture. However, the power distance between management and their employees
constrains the sharing of information, particularly by informal means, because of the
absence of trust leading to suspicion that individuals may not be talking purely about
business issues. By restricting informal interactions, the inspiration for accomplishment
is likewise constrained. In social settings outside the working environment, members
attempt to move away from communication with their supervisors, due to the absence of
trust. When chiefs asked their representatives to document the results of any talks,
because of a fear of committing errors, the workers were extremely careful to record
precisely what they were asked to do, without reference to input from directors, or other
helpful informal learning. It was likewise noticed that the practices adopted in on
organisation could influence the utilisation of each process of knowledge creation. For
instance, workforce rotation, as a means of increasing personal cooperation, can pose

problems in the case of members who hold vital positions, for example, credit occupations,
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because of the high cost of training such employees, or client benefit staff, because of the
time needed to build social relations with clients. It was evident that a few activities
satisfy more than one process of the SECI model, yet they depend on the business setting.
For instance, personal talks in manufacturing businesses may happen less regularly during
employment training that concentrates on the work with machines (Martin-de-Castro et
al., 2007). Nevertheless, it was found that in banking, as administrative work, training is

a successful component to improve communication among members.

The knowledge creation model (SECI) applies not only to inside information but also to
outside information from clients, competitors and other external bodies. External
workshops and training programmes allowed employees to get new information from
partners from different organisations and from external specialists. Client feedback is
likewise vital to building up organisational performance (OP). The absence of
documentation of outside learning accessible to all employees, however, limits the
advantages of this external information to just the individuals who were specifically

engaged in the dialogue.

This study enables us to make essential managerial proposals for enhancing
organisational performance. Banks' managers can tackle the positive effects of the
relationship found that exist between organisational culture and creativity. Supervisors
strive to expand creativeness of numerous types and at different levels in their
organisations. We may propose that organisational creativity can be promoted by
cultivating a favourable organisational culture. The outcomes from the survey used in this
study demonstrate that it is possible to establish a creative organisational culture with
active encouragement and support from managers. A creative culture is open to the
opportunities and risks of creativeness and new thoughts. An organisation that perceives

and supports the uniqueness of its members and enables bosses to follow their vision will
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have a creative culture. The presence of such an atmosphere and culture will motivate and
reinforce creativity in business. A review of the literature on some discussions of culture
among supervisors revealed that some for generally used systems and activities conducive
to energising a creative culture. One suggested that leaders ought to encourage members
to offer new thoughts and reward them as appropriate and they can likewise set up a
situation where new thoughts are transparently and unreservedly shared. Another thought
manages’ communication ought to be open and there should be cross-departmental co-
operation. All individuals from the organisation can take an interest in creativity. In
addition, use sources of creativity, such as clients, research establishments and

competitors, can be used as opposed to depending solely on internal sources.

8.5 Challenges, Limitations and Suggestions for Future Research

The first and most essential challenge was to get authorisation for the data collection. In
order to gain access to the Saudi banks, it was necessary to obtain formal authorisation to
visit thirty-two branches of the two selected banks. This process took about one month.
The author first utilised an online survey, but the response rate was too low. Subsequently,
a paper questionnaire was used, as advised by the top management. Gathering the 262
questionnaires were time-consuming and required a lot of travelling since the thirty-two

branches of the selected banks were spread over a large geographical area.

In spite of the fact that this study answered the research questions and accomplished its
objectives, it is not without specific limitations and constraints, which were unavoidable
and do not invalidate the results of the study, but may give useful guidelines to future
research. Time and cost constraints prevented the author from performing comparisons
between Saudi banks and other banks in developed nations, which may have a different

culture.
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Despite the fact that a huge amount of empirical study has been performed on the KM
research, there was no identifiable research methodology that could serve the goal of the
study (Wallace et al., 2011). The researcher therefore expressly and certainly expressed
the need for identifying the suitable methodology for the present trend in KM study such
as, CFA for removing factors in an attempt to take out as much common variance as

possible in the first factor.

The study concentrates on large service firms (banks). The outcomes may be different in
small or medium-sized firms. In addition, the findings of this study are restricted to Saudi
banks. The generalisation from a Saudi setting to different nations or business settings

might be debatable.

Finally, the findings were obtained from the study of empirical data gathered by a
questionnaire. Regardless of efforts to guarantee that all measurement elements were
clear throughout the pre-testing of the questionnaire in the pilot study, the researcher had
no control over the understanding of the measurement items by the participants. This type
of limitation challenges all researchers who use a questionnaire survey method. A
noteworthy limitation of this approach is that it depends on respondents’ perceptions,
which might not reflect the actual situation. In addition, it is worth nothing here that, due
to the limited number of female participants in the survey; the researcher could not
analyse the effect of gender. Only 1.4% of the respondents were female. This was caused
by the difficulty of accessing female respondents, due to the cultural emphasis on privacy

for women in Saudi Arabia and the strict separation between genders.

This study only examined the impact of organisational culture and knowledge creation
processes on organisational creativity and performance in Saudi banks. For future
researchers, it is important to study the utilisation of the SECI model in multi-national

organisations with members from various cultures. In addition, it would be valuable to
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conduct comparative research between banks in developed and developing nations with
different cultures. Additionally, it might be valuable to analyse the utilisation of SECI in
various business settings. Focusing on the model in different cultural and business
settings would contribute to the debate regarding the universal applicability of the SECI
model. Exploring application of the different modes of KC in relation to gender or tasks
would likewise give more insight into of how the utilisation of each process could be

distinctive.

This study went further than previous studies in investigating a potential mediator in the
relationship between organisational culture and performance. However, we did not
consider the role potentially played by organisational routines and other conceivable KM
processes, for example, knowledge integration and accumulation. Future studies may
provide additional insight by investigating other knowledge management processes or

organisational variables.

Despite the significant effect of culture on performance, organisational culture in its own
right is not sufficient to explain the variance in firms’ performance comprehensively.
There are other organisational variables which were not apprehended in the present study,
which could have a critical impact on organisational performance, such as organisation’
size, financial advantage, environmental dynamism, and diversification. In addition, other
factors such as institutional (government) encouragement of knowledge management
processes would be of interest (Shaft & Vessey, 1998). Institutional support may be
extremely useful for Saudi organisations to gain and process knowledge. The
investigation of the role played by the Saudi government in helping firms to obtain
knowledge is additionally required. Szulanski's (1996) knowledge transfer model which
comprises four processes, implementation, initiation, integration, and ramp-up, may be

worth taking into account.
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While this study has concentrated on specific social characteristics in Saudi Arabian
culture, there is an additional need for future research in cross-cultural KM to investigate
a more extensive range of cultural impacts on knowledge-sharing conduct and attitudes.
In addition, while there are particular social strengths that bind the Arab social order, we
are likewise aware that the Arab world also includes numerous diverse ethnic and cultural
groups, and therefore it would be valuable to analyse the degree to which qualitatively

dissimilar values inside a society affect knowledge sharing.

This study was conducted in commercial banks in Saudi Arabia. Other analysts could
conduct studies in both Islamic and commercial banks in Saudi Arabia, in order to see
whether the relationship between organisational culture and performance differs in these
two sorts of knowledge-intensive banks. Finally, future research ought to examine the
conditions under which KM can create a sustainable competitive advantage from the

perspective of the resource-based view.
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Dear Prospective Participant,

I am Abdullah F. Al Mulhim, a PhD candidate at Hull University, Business School,
United Kingdom. Working toward a doctorate degree in Management. You are being
invited to take part in an exciting research study focused on Organisational Culture,
Knowledge Creation Process and Organisational Performance.

To participate, please read the following:

TITLE: The Impact of Organisational Culture and Knowledge Creation Process on
Organisational Creativity and Performance in Knowledge-Intensive Banks.

PURPOSE: is to analyse relationship among organisational culture, knowledge creation
process and performance in knowledge-intensive banks.

PROCEDURE: vyour participation will involve completing the enclosed questionnaire,
which comprises some background questions, and statements about your opinion on
knowledge creation and performance improvement within your bank.

POTENTIAL BENEFITS: your participation will help to further understand the impact
of organisational culture and knowledge creation on creativity and performance in your
bank.

CONFIDENTIALITY: confidentiality of the information you provide is assured. The
questionnaire forms do not require you to identify yourself, and only grouped data will
be used in the research. The information collected will be only used for the purpose of
this study.

RIGHT TO REFUSE TO PARTICIPATE: your participation is voluntary.

MECHANISM FOR QUESTIONNAIRE DISTRIBUTION AND RETURN:
The required data will be collected by paper questionnaire survey.

Your cooperation in participating in this research is deeply appreciated.
Yours sincerely
Abdullah Fahad Al Mulhim
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Appendix A: The Questionnaire

Part 1: Personal & Professional Background: (Aigall s dxaddl) cila glaall) :Js¥) ¢ 5ol
(Please tick one) - (ki 311 5 4la) LA sl )

1.

10.

Name of the bank: (i) au)
o Riyadh Bank (02 di) o National Commercial Bank (NCB) (%) €lid)

What is the management level of your position? (<idda gl 5 13 5 giwal) g8 La)
o Top Management (s 3L0)
o Middle Management (s 30)
o Lower Management — (Lda3,14)

Nationality: dswial)
o Saudi  (s29«) 0 Non Saudi (g5 )

Gender: gl
0DMale (,S3) 0Female (&)

Age: )
0 22 years old or below (4w 22 ¢ &) 0 23-30 years old (& 30-23)

0 31-40 years old (4«31-40)

0 41-50 years old (&« 50-41) 0 above 50 years old (4w 50 ¢« yS))
Length of time spent in the banking sector (in total):

(L) plad 3 Jaall &) ghu 230)

o Less than 5-Years (@siw5 e JB8) 0 5-10 Years (4w 10-5 o= W)

0 11-15 Years (A 15-11 &wle) 0 More than 15 Years (& 15 oa isi)

Duration of employment with this bank: (sl 138 b cllee <) gin 230)
0 Less than 5-Years (@siw5 oa B)  05-10 Years (8w 10-5 ¢ W)
o 11-15 Years (A 15-11 &) o More than 15 Years (4w 15 ¢ Jis)

The highest degree you are holding is: (Wals cluaas dule 4 3 o)

0 Less than Bachelor (0«55 e $8) o Bachelor (o«s:,51)

0 Master degree (Usiwalall 42 ) o PhD degree (o)usisall 4a a)
Employment status: (i) dlacay sala)

0 Full time (J< ) 52) o Part Time (23> ol99) o Contracted (22t)
o Internship (s es8) 0 On call (k) cas o other ()
How do you describe the decision-making process in your bank?

(ASal i) & el ) jR1) HAS) dyles Cinan g CliSay LiiS)

0 Centralised (42352) 0 Decentralised (428 £)

v



11. Is there a department for knowledge management or information
technology in your bank?

(ASe! Al & e glaall Lin o1 935 ) 48 jmall 3 10l duaidia 5 130 3 55 JA)
0 Yes (a) o No (¥) o | do not know (alsiY)
12.  About how long has your bank been implementing process improvement?
(Al cllend) Cppant g g gl il ) Dy eligl) fag A1 5 580 aaa Ly i)
o Not yet started (¥ & sau o) 0 less than 1 year (4w ¢ J8i)
D0 1-3 Years (Adw 3-1 o lia) odon’tknow  (aleiY)

13. Do you have an employee(s) whose full-time job is to implement and/or
direct process improvements within your bank?

(i) cilland) Gand gl g ghal algay (pmnaidia (ol ga dlinlly 23 93 )

oYes (ax) oNo (%) o 1 do not Know (a1 Y)
14.  How frequently does your bank implement process improvements?

(Al cilland) y ghail dia 310 ol i)

o Monthly (Ub&4dS) o Quarterly (4w dS) o Yearly (4w J8)

o 1 do not know (alsi¥)



Part 2: The following activities regarding Organisational Culture, Knowledge
Creation Processes, Organisational Creativity, and Organisational Performance in
Saudi Banks. Please indicate to what extent does your bank performs these
activities? (Please tick one answer in each line across).

gy (audail ;ta‘\z\,;g\fe‘g\, 43 pall oS gl (318 g Apandatil) ABEANL glaty L) (pe ol 138
(g IS Baa) g Aulan] Suad) — AUil) ol Jlaad) aa CALEAS g) (381 65 ) (e (g) () daa — gl

1 = Strongly Disagree 34s (8 sa £, 2 = Disagree @85 »£, 3 = Neutral 4lss,
4 = Agree @ s, 5 = Strongly Agree 83 (3 s

Activities
PRAAN

OCS5: Our bank adopts an atmosphere that is conductive
to our own capability to create novel and useful ideas
Bagdag bauaa Sl 34 o iy g aelug Flia g di)

OC3: Our bank devotes much time for creating novel
and useful ideas
Blfagbyaa b GAT gl cpa K (S Gl

CC1: Our bank members are supportive
Bagan s GIA) dli) cilga g5 G gas by il gal) gan

KCI3: Our bank mostly embraces learning by
observation
Aaadlal) P e aladll o 38 5 callad) 8 i)

KCS2: Our bank ordinarily utilises apprentices and
guides to exchange information
LAY Jalal oy jaall g o udld éJS Gulaliig Slid)

KCI1: Our bank mostly embraces on-the-job training
Jand) Gl (A Gl bl L) 2y

KClI4: Our bank usually forms teams as a model and
conducting experiments and shares results with all
departments

pledl) (y Adlidal) il g i jlrall Jalll Jas (34 g8y eliyl

KCS4: Our bank more often adopts employee rotation
across areas
hliall g £ 9 8N (il gal) ()93 o plaad i) aty

KCI2: Our bank mostly embraces learning by doing
A aall ik oo ala) Gslad i)y

OPG3: Our bank is typically satisfied by market share
growth
i ) s, gal Jiray aiia ol JSiy el

OPP1: Our bank is generally satisfied by return on sales
(5 sial) dilal) gad Jaray adiba ale JSy i)

CC2: Our bank members are helpful
Ooaiia i) (2 (il gal) aran

OPP3: Our bank is generally satisfied by gross profit
margin ‘
) il Jald g gia (o 2l ale JSdy i)

CTL1: Our bank members are generally trustworthy
ple g8y A8 ¢y paa Ul elil) ik g

VI




15

KCE3: Our bank implements pointers to expertise
48 pall g 5 pdd) (bl ) pdiga Glid) andiey

16

CC4: There is a willingness to accept responsibility for
failure
Jddl) oo Al igunal) S Saain) Ao il ¢pddh gal)

Activities

4y

17

KCE2: Our bank generally embraces groupware and
other learn coordinated effort instruments
39 ol 5 A (Gohy Jandl (38 JuSAl, i) o gdy

18

CCa3: There is a willingness to collaborate across bank
units
i) £ 9 89 aled) aran G & glaill (pdlh gal) (5 Samtiad) Slia

19

KCC1: Our bank regularly adopts web-based access to
data
Gish o ila glaall g Sl o ) guaal Gl sal) i) gadiy g (A
A Al

20

KCC2: Our bank regularly utilises web pages
Jdaanl) o 0a0lusall i Y1 A0l Ao qu ol ciladia dli) ariiey

Sl glaall Ao

21

CT2: Our bank members have reciprocal faith in others’
ability
L) A ga o Adaliie 485 S

22

OPG1: Our bank is typically satisfied by sale growth
ple JSda salll (g glunay aliBa i)

23

CT3: Our bank members have relationships based on

reciprocal faith
Aalial) 488 Ao die i) LA ga G ClBBal)

24

CT4: Our bank members have reciprocal faith in others’

decision toward Bank interests than individual interests
i) mllan pua ol cp AY) S I8 Jga (il gall G Adalia 4S5 SLia
daddl) mllaall (3 g8

25

OC4: Our bank dynamically generates novel and useful

ideas (services)
A paal) diladdy (3l Lagh Bayia g Baa ASaalina Jsd (313, elil) o g8y

26

CL1: Our bank provides various formal training

programs for performance of duties

Ldali gl) agalga 130 (ha (il gal) (Sl ARNIA Ay a5 el g i) i g
Selis,

27

OPG2: Our bank is typically satisfied by employee
growth
ik g (S gall) (g gina O ale S (il i)

28

CL3: Our bank provides opportunities for informal
individual development other than formal training such
as work assignments and job rotation
A A (il gal) il ja y ghail Apa S 52 gk i) A gy
il gl (Ao o gliill g Jandl alga Jia (g adl)

29

OPEZ2: Our bank is typically satisfied with return on
equity

VI




Onetluall (58 Ao dilad) (g gha (8 a) ) sale Eliyl)

30

CL2: Our bank encourages employee to attend
seminars, symposia, etc
) yuialaa g <) gl g Aad jd CilBla | guand a8l5 gal) SlLL) o

31

KCC3: Our bank regularly utilises databases

32

CL4: Our bank provides various programs such as
community gatherings
i) g dagad il clelaiay) Jia Adlida el i) g

33

KCS1: Our bank ordinarily implements cooperative
projects over directorates
aledl) g £ g AN (i (glatll g Jalsill g Gaanil) 3045 Ao lial) 3
R

34

KCE4: Our bank generally implements modelling based

on analogies and metaphors
o g o A prally 20 (b g 20 U3 1) 5 s34

35

KCS3: Our bank more often implements brainstorming
retreats or camps
Jarl) (3l 7 A dyged 5 cilolaia) g e (il gall i) Gy
A i Al Jal g el il o Adablaall

36

OPP2: Our bank is generally satisfied by net profit
margin
A Jhald g gia (e QA ple JSdy i)

37

KCES5: Our bank generally captures and exchanges
experts' knowledge
JLsaY) oLl 5 i) ‘533 Cra Baliiad i)

38

KCEZ1: Our bank generally embraces a problem-solving
system based on a technology like case-based thinking

A il sl 48, gl aladinly JSLaall Ja Ao il Gty A
(A 4 )

39

OC1: Our bank has created many novel and useful ideas
(services)
4 paall ALadd el Sauda g Basaa S8 alai g o glaty LY ‘a@

40

OPE3: Our bank is typically satisfied with return on
asset

d\,m‘z’\ulsﬁw\‘é\gﬁmaﬁubbw\

41

KCC4: Our bank regularly adopts repositories of
information, lessons learned, and best practices
gl S Al g aUREL Ay Aaldd) i) Bac B i) addiey
A8 L) G ladl) g il jlaall Juad g il

42

OC2: Our bank considers creating novel and useful
ideas (services)
Aladd y ghald Baha g Bagan ] gl o elid) aandys S

43

OPEL: Our bank is typically satisfied with return on
investment
S e dilal) (5 giwa oo pal ) Bale i)

VIl




