ISSN: 2167-023.

The Readiness of Banks in Knowledge Management: A Study of Three

%
R
>
g
5
4,

Journal of
Business & Financial Affairs

Private Commercial Banks in Bangladesh

Rashed MS*

Faculty of Business Administration, Department of Management, University of Chittagong, Bangladesh

Rashed, J Bus Fin Aff 2016, 5:2
DOI: 10.4172/2167-0234.1000181

Abstract

Doing business in and with China has become much easier than it was decades ago. But doing business does not
guarantee that everyone will make money. China has embarked an unprecedented economic growth since its economic
reforms (1978) three decades ago, rising to become the world's second largest economy today and will become largest
by 2020. A new path under the 12th Five-Year plan (2011-2015) towards sustainable and balanced development,
alongside a focus on boosting domestic consumption is opening new opportunities in china for continued industrial
innovation and business expansion. China still holds a number of challenging areas for foreign investors. Beside the
cultural and language challenge, business men might be faced foreign exchange restrictions, anti-trust laws, intellectual
property rights and diversified people in all over china. China is also facing raw material shortages, lack of infrastructure,
corruption in many sectors, growing income inequality, environment pollution and maintain stability in the society.
Despite the challenges, many factors contribute to a positive business environment in China. Many gaps that exist in
China provide opportunities for businesses to fill these gaps. In order to overcome many challenges, there are different
forms of business might be opened by foreign investors in China like equity joint ventures, cooperative joint venture,
wholly foreign owned enterprises, joint stock companies, foreign enterprises, branches of foreign enterprises and so on.
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Introduction

Organization especially banks are constantly under intense
competition due to globalization and innovation and tremendous
market pressures [1]. Banking sector in Bangladesh is caught in trapped
by high interest rate, excess of liquidity and reduction of growth of
credit to private sector, intermediating lower investment, coupled with
poor risk management, fraudulence, driven by captured governance
and lax oversight resulting in lower profitability to the shareholders.
Credit and risk management status is also not satisfactory in the
banking sector.

Asset quality in the state-owned commercial banks (SCBs)
deteriorated in 2014 due to political unrest, poor lending decisions
and change in loan classification standards (WB, 2014). Banks can
improve this current situation by two ways: increasing the supervision
of the Bangladesh Bank (Central Bank of Bangladesh) and improving
the relationship and trust with current and potential customers.
Maintaining good relationship with customers need customer
knowledge about product and services and customer knowledge is
also required for new product development and future innovation.
Moreover, the banks that survive will have full and accurate knowledge
of their customers’ profiles (i.e. needs, wants, demands) as well as an
understanding that will allow them to identify macro-environmental
trends in a rapidly changing environment [2].

Since 1990, knowledge is considered as an essential strategic
resource that enables firms to sustain a competitive advantage in a
dynamic market environment [3,4]. Business organizations have an
inherent interest in using both the business knowledge owned by the
organization, and the personal knowledge of their employees. Business
knowledge is practical knowledge that is related with knowledge for
management, production, service and innovation in industries, rather
than broader social and scientific knowledge [5]. Since knowledge
resides within the brain of employees, firms develop various strategies
to create organizational knowledge through leveraging employees'
knowledge [6]. In future, the only sustainable competitive advantage

will be the creation of collective and tacit knowledge that adds the
greatest value to an organization [7].

Knowledge management (KM) initiatives that create business
value are a major focus for many organizations. While academics
often couch KM success in terms of process outcomes, some argue
that the organizational outcomes perspective of KM success held by
many practitioners is clearer, where KM success is tied to its impact
on organizational performance [1,8]. The success or failure of KM
depends on how effectively an organization’s members share and
use their knowledge. Thus management of knowledge is at the core
of organization’s business growth. In the light of this reflection this
special issue pays attention to two main perspectives. First, recognizing
that knowledge, likewise any other organization’s resource, needs
management means to support its allocation and development, the
frameworks and tools aiming to identify, manage and assess the critical
knowledge resources for growth are focused on. Second, acknowledging
that the translation of knowledge into business outcomes requires
management mechanisms, and then considering the knowledge
processes grounding the improvement of performance [9].

Cader et al. mentioned that successful identification of trends
requires continuous implementation of market research as well
as investment in research and development - for this will nurture
the generation of a sustained stream of competitive and innovative
products and services that in turn foster growth and profit [2]. In the
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current macro-environment, it is imperative that banks be able to
transform research-generated data into information which can then
be turned into knowledge. This knowledge can then enable decision
makers to engage in appropriate action. This process is a fundamental
principle of KM.

This research identified gaps in KM implementation and utilization
in three banks in the Bangladesh. It also sought to ascertain if there exist
differences in KM implementation and utilization between Islamic and
conventional banks and, if so, what these may be.

Knowledge

A common explanation in the KM literature is that data is combined
to form information and information is combined to create knowledge.
Any discrete facts can be defined as data. But there is no specific
definition for information and knowledge. Information has been
defined as data with special purpose and relevance [10], data that makes
a difference [11], data in context [12], and a result of analysing and
interpreting data that carries meaning [13]. The meaning of the word
“knowledge” is even subject to a number of different interpretations.
Knowledge is not tantamount with information [14]. Knowledge has
been defined as justified true belief (Plato), a dynamic human process
of justifying personal belief toward the truth [15], a fluid mix of
framed experiences, values, contextual information and expert insight
[16], power to act and make decisions [17], professional expertise
appropriate for the domain [13], integrated information in context
[12]. Knowledge can be classified as subjective or objective; or explicit
or tacit/implicit. Polanyi first identified human knowledge into two
dimensions: explicit knowledge (formalized and written knowledge,
expressed in the form of data, scientific formulae, specifications,
manuals and textbooks) and tacit knowledge (action-based knowledge
that resides within an individual and hard to transfer) [18]. Moreover,
knowledge is not gained by an object flow of events and the necessary
outcome of a determined scientific process, but also some of the human
conditions as the sense of beauty and passion [18]. However, tacit and
implicit knowledge are not mutually exclusive efforts to bring them out
in an organization that will require the allocation of resources and can
produce unexpected outcomes [19].

Knowledge management

Knowledge Management (KM) is not simply about recording and
manipulating explicit knowledge, but needs to address that, which is
implicit, and from which benefit can therefore be derived only through
process rather than content [5]. KM is primarily a business concept that
can bring increased profitability for commercial organizations [20]. In
addition, KM is the identification of “capabilities” or “resources” that
allow firms to recognize, create, transform, and distribute knowledge
within the organization. The most common definition for KM as:

“KM can be defined as an integrated approach to identifying,
capturing, retrieving, sharing, and evaluating an enterprise’s
information resources. These information resources include databases,
documents, policies and procedures, as well as the un-captured tacit
expertise and experience stored in individual employee’s heads”
[21]. Moreover, KM can be seen as a strategic attempt to capture
information and experience of employees and customers and store
them in the database, and later disseminate this knowledge to gain
more benefit and competitive advantage. However, organizations are
acquiring skills and capability in handling internal knowledge and also
applying it towards the achievement of the organizational goals, they
are looking towards new sources of knowledge that are not necessarily
found within the boundaries of the firm” [22].

KM and its application are considered an imperative for achieving
business success [8]. KM is a set of procedures and managerial tools
developed to capture, acquire, organize and communicate both tacit
and explicit knowledge of employees so that other employees can utilize
them to make their work more effective and productive and maximize
organization knowledge [23]. KM in business organizations need to
manage the activities of knowledge workers or the transformation
and interaction of organizational static and dynamic knowledge for
products, services, and practical process innovation and, at the same
time, creating new or justifying existing organizational systematic
knowledge [5]. The purpose of KM is to create a common space for
individuals to interact for exchanging and creating knowledge [24-26].

KM applications help organizations to improve their performance
and competitiveness [27-29]. Developing and maintaining KM is vital
to firm long-term survival and success. KM can gradually transform
individual knowledge into group and organizational knowledge, in
turn, improving the stock and flow of firm knowledge. Consequently,
firms invest in KM particularly to accumulate business management
experience and develop a sustainable competitive advantage [30,31].

Knowledge management in banking sector

Today’s banking system are overwhelm in greater risks arising
from the global economy recession. These banks are struggling to
emerge from the economic recession and depression by capturing
and retaining much more loyal and stable customers in the financial
stage [32]. The banking and financial sectors are fundamental drivers
of innovation. Knowledge intensive organizations like these are
increasingly implementing KMS to drive forward their strategies
and improve performance [8]. The benefits are significant related to
different encouragements in performance such as better decision
making, improving the customer relationship management, create
new value through new services (innovations) and creating additional
businesses [28]. Delivering unique products/services to customers helps
to improve customer satisfaction and sales volume, and so firms have
observed the influence of knowledge development over performance
[6,27,33]. KM implementation has provided various interrelated
benefits to the banks, rendering to utilize its resources efficiently
and effectively [27]. The result shown that effective implementation
of knowledge management application provides interrelated and
multifaceted benefits such as knowledge activities performance,
process performance, employee performance, market performance,
and organizational performance that converted to organizational
performance by affecting each other directly and indirectly in banks.
Banks today, however, face many challenges which include large
scale competition for customer’s deposits, loans, increasing customer
demands, shuddering profit limits, and the need to keep up with the
new financial technologies that will ease banking operations [32].

Knowledge infrastructure capability

Supportive and effective knowledge infrastructure is precursor of
KM initiatives [34,35]. Generally, infrastructure management provides
the infrastructural environment either depends on IT or non-IT
that supports knowledge creation and sharing capabilities [36]. KM
infrastructure can be defined as technical, structural, and cultural
factors that enable the maximization of social capital for KM [37].
In addition, Lee at al. suggested that KM infrastructure is composed
of four groups of KM enablers: culture, structure, management and
technology [38].
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IT Support/Technology

Technology, especially so-called information technology (IT)
that enable the integration of information and knowledge in the
organization as well as the creation, transfer, storage and safe-
keeping of the firm’s knowledge resource [31]. Gold et al, stated that
“Technology comprises a crucial element of the structural dimension
needed to mobilize social capital for the creation of new knowledge”
[32]. IT plays a pivotal role in the knowledge transferring processes
by which organizational members are encouraging to use and apply
knowledge and to take action beneficially and productively that can
build the whole point of KM [39-41]. IT is not alone linked to KM
infrastructure but when combined with other knowledge resources
such as knowledge acquisition and knowledge application processes,
which may will enhance organizational performance [42].

IT affects the KM process in two significant ways. First, the
database and data warehousing technology enables rapid collection,
storage, and exchange of knowledge on a large scale. Various types
of knowledge can be stored and accessed, including images, audio,
and video [43], thereby assisting the knowledge sharing process [44].
Second, groupware and workflow technology facilitates the integration
of fragmented flows of knowledge [37,45].

Thus, IT supports KM processes such as knowledge creation,
collaboration, communication, searching, access, and systematic
storage [37,43,44]. IT contributes to the improvement of organizational
learning and performance by facilitating KM processes [46]. “Best
practices” embedded in IT can support learning in order to perform
work processes effectively. IT based KM processes allow increases in
the breadth and depth in knowledge creation, storage, transfer, and
utilization [24]. Therefore, the broader the scope of the IT infrastructure
is, the stronger the capability of KM processes is. Thus, this leads to the
hypothesis:

IT support positively affects knowledge process capabilities

Organizational culture: A knowledge-friendly culture is regarded
as one of the most important factors impacting KM and the outcomes
from its use [16,47,48]. Organizational culture in KM plays a pivotal
role in knowledge creation because it effects how members learn,
acquire, and share knowledge [49]. Organizational cultures represent
the character of an organization, which directs its employees’ day-
to-day working relationships and guides them on how to behave and
communicate within the organization, as well as guiding how the
company hierarchy is built [50]. Thus, an emphasis on individual
learning leads to an increased expectation of knowledge creation in
organizations. Therefore, organizations should focus on both individual
learning and group learning in order to increase organizational
performance through learning [51]. Creative organizational learning
depends on the ability of organizational members to make existing
knowledge invalid and adjust the understanding of new environments
through acquiring new knowledge [52]. Hence, the following
hypothesis can be proposed:

Culture positively affects knowledge process capabilities

Organizational structure: Organizational structure comprises
the organizational hierarchy, rules and regulations, and reporting
relationships and is considered a means of co-ordination and control
whereby organizational actors can be directed towards organizational
effectiveness [53]. Changes in an organization’s structure, such as
moving from hierarchical to flatter networked forms, are essential for
the effective transfer and creation of knowledge in the organization

(3,15,37,54]. Sharing and collaborating across boundaries within
the organization and across the supply chain can be facilitated if
the organizational structures are designed for flexibility [37]. Thus,
the more decentralized the organization structure is, the greater the
possible knowledge creation and utilization is. Thus, the following
hypothesis can be suggested:

Organization structure is positively affects knowledge process
capabilities

Top management support: Top management support is
considered a prerequisite for successful implementation of KM [55,56].
Top management support means the degree to which support provided
from top to encourage employees to share their knowledge. Knowledge
transfer among levels may be troubled when top management fails to
communicate the importance of KM to their employees [57]. Thus,
top management should undertake an active and compensating role to
stimulate knowledge creation and transfer [58].

The following hypothesis is proposed “Top management support
positively affects knowledge process capabilities”.

Conclusions

First, a new IT architecture is needed that includes new languages,
categories, and metaphors for identifying and accounting for skills and
competencies oriented toward problem-solving and representation,
rather than output and transactions. Second, there needs to be a
new organizational architecture that is more social, transparent,
open, flexible, and respectful of the individual users. That is, both
technological and organizational initiatives are needed; if aligned and
integrated, they can provide a comprehensive infrastructure to support
knowledge management processes productively [14].

The conclusion of our work is a set of recommendations to the
government seeking to implement successful employee portals and
avoid these barriers, which are: Hector M. Perez Feijoo et al. [59].

e To provide security guarantees to its employees: explicit
confidentiality protection and implementation of measures to
make visible the collective security involved.

e Increase the usability of the system: the training activities for
understanding the functioning of system and the benefits it
provides will improve the perception of the ease of use and its
usefulness in general.

e Ensure necessary support about the functioning of the Portal:
The resources allocated to the portal and the transparency and
information on them, improve the image of the Administration
and their employees are more willing to cooperate in the
implementation.

e Improving the innovative ability of users: they need to
have access to training resources and knowledge generated
throughout the organization.

¢ Changing the internal processes of government agencies to
integrate the portal naturally into the work of employees and
not being perceived as a strange or disruptive element of
natural procedures.

Administration that seeks to implement a successful system has
to provide security for its employees, ensuring the confidentiality and
taking action to make this security visible for involved groups. Also,
training actions about the understanding of the functioning of the
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system and the benefits that it provides, will enhance the perception
about the ease of use and its overall usefulness. In the same vein the
resources allocated to the portal and the transparency and information

on

them, improve the image of the Administration and their employees

are more willing to cooperate in the implementation. Additionally,

to

enhance the innovative capacity of individuals is necessary the

access to training resources and knowledge generated throughout
the organization. Finally, and as we have repeatedly pointed out, a
change in the internal processes of government is needed for the portal
integrates naturally into the work of employees and not being perceived
as a strange or disruptive element of natural processes of work.
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