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INTRODUCTION

The Relevance of the Research. In the current economic situation knowledge
Is considered as the main source of competitive advantage. Especially, small and
medium sized enterprises ability to develop and use knowledge affects its
sustainability and further success in the marketplace.

The theory of knowledge management suggests different approaches towards
understanding of knowledge as an organizational concept, although all of them are
not studying knowledge competence independently. In this research we study
knowledge competence as a company's capability to exploit knowledge and by that
developing knowledge in other specific areas of organization.

Changes and shifts in the economy make organizational knowledge as a
reliable resource which can be minimized from the external influence.
Development of organization requires acquisition of needed skills and knowledge.
Therefore, company’s ability to exploit this knowledge creates knowledge
competence. Moreover, the strategic role of knowledge makes it both important on
individual and organizational levels. Employees are creators of knowledge in a
company and their role is mainly on their ability to use knowledge in company's
operations.

Economic development of the country highly depends on knowledge resources,
the human capital that possess the knowledge. The President of the Republic of
Kazahstan N.A. Nazarbayev in his Addresses had emphasized the importance of
small and medium enterprises, its role and significance for economic development
of Kazakhstan [1,2]. In the context of the current programmes supporting
development of enterprises the Programme for Industrial Innovative development
2015-2019 is targeted to support companies in creating value added products to
minimize dependence on natural resources. Moreover, this programme is focused
on the development of small and medium enterprises. The company's ability to
produce product which will be able to compete on a global market and in conditions
of increased competition is ensured by company's ability to generate and use
required knowledge.

Currently, there is gap in the area of knowledge development in SMEs in
Kazakhstan and its impact on performance. Therefore, this study can contribute to
SMEs organizational development and for further development of policies in this
area. Government's active role in supporting SMEs creates positive results, which is
already proven by our analysis of SMEs over the past 10 years based on the data
from Statistical Agency, but still internally SMEs capabilities are very limited.
Recommendations given by this research will positively affect internal changes of
SMEs in terms of organizational knowledge base creation and use of knowledge.

The level of the topic scientific development.

Approaches on knowledge competence in organizations are reflected in the
theories of knowledge management (l. Nonaka, Wiig, Dalkir, Von Krogh), resource
-based view of the firm, competence based-view of the firm (Sanchez, Heene,
Thomas, Grant, Barney), and learning organization (I. Senge, Argyris). In
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Kazakhstan, the issues of knowledge management were reflected in the papers of
S.R. Yessimzhanova [3], T.S. Satkaliyeva [4], A.N. Sakhanova [5], B.L. Tatibekov
[6], G.Zh. Tayauova, Z.K. Chulanova [7] and others.

Issues of knowledge development and SMEs development were presented in
the studies of K. Moustaghfir, J.Schiuma, T. Andreeva, A. Kianto, H.Mintzberg,
E. Ofek, M. Sarvary, A. Lerro, E.Wu and others.

It is important to state that research in the area of knowledge competence is
limited, particularly related to SMEs in Kazakhstan

The purpose of the dissertation research is to develop theoretical —
methodological aspects of knowledge competence development in SMEs in
Kazakhstan with its influence on company performance.

In accordance with that, the following objectives were formulated:

- to define and clarify the theoretical content of the concept of "knowledge
competence";

- to identify and study main elements of knowledge competence;

- to investigate the influence of moderating factors such environment
dynamism and uncertainty, size, industry and technologies on the relationship
between knowledge competence and company performance;

- to study small and medium enterprises in order to identify the knowledge
management development;

- to build a model of knowledge competence influence on company
performance in small and medium enterprises;

- to define suggestions for knowledge competence management in small and
medium enterprises.

Object of study is small and medium enterprises in Kazakhstan.

Subject of study is the set of theoretical, methodological and practical issues
in managing knowledge competence in small and medium enterprises.

Research methods. We use the methods of theoretical modeling, logical,
systematic, statistical analysis of the data with computer software SPSS Statistics
(Statistical Package for the Social Sciences) for Windows 21.0.

Theoretical and methodological base of the research consisted of research
studies of local and foreign scientists in the area of knowledge management.

The system and complex approaches were used as the methodological basis of
the research. In the research methods of quantitative and qualitative analysis,
economic-statistical information processing and modeling were used.

The information base for the research have constituted the data of the
Committee of Statistics of the Republic of Kazakhstan, research materials on
studied topic, data of World Bank, Global Entrepreneurship Monitor (GEM),
internet resources and database created by the author during the research.

Scientific novelty of the dissertation research is the following:

- on the basis of theoretical and methodological research, the author's definition
of "knowledge competence" is given;

- the factors that create knowledge assets and capabilities are identified;



- the model for assessment of the relationship between knowledge competence
and market and organizational performance in small and medium enterprises in
Kazakhstan is developed;

- the analysis of knowledge competence influence on performance of small and
medium enterprises is made;

- the recommendations for the knowledge competence development in small
and medium enterprises, for its strategic development in the conditions of
knowledge-based economy are proposed.

The main scientific provisions for the defense are:

- the author's definition of "knowledge competence™ which is defined through
assets and knowledge capabilities in organization;

- the methodology for identification of knowledge assets and knowledge
capabilities;

- the model of knowledge competence and its influence on performance in
small and medium enterprises;

- the results of the analysis of small and medium enterprises through the model
of knowledge competence influence on performance in small and medium
enterprises;

- proposals for the development and improvement of knowledge competence in
small and medium enterprises in the context of state programs and further
development of small and medium enterprises in the Republic of Kazakhstan.

Practical significance of the study.

The results of this study have practical importance and significance as a guide
for small and medium enterprises, as well as program developers, in order to create
favorable conditions for the development of knowledge at enterprises in
Kazakhstan. The results of the research can be used in state programs as the
Program of Industrial and Innovative Development for 2015-2019, the Business
Roadmap - 2020. Small and medium-sized businesses can use the tool of this study
to measure their own level of knowledge competence development. In the case of
the creation and implementation of current state programs aimed for the
development of small and medium businesses, this study assesses the current
situation and proposes recommendations for improvement. In the future, it can be
used by small and medium businesses for strategic planning purposes.

The results of the research were implemented in the project "Business
Relations” of the National Chamber of Entrepreneurs "Atameken™ to provide
support to small and medium business entities operating in the priority sectors of
the economy as part of the "Business Roadmap-2020" program. There is an act of
implementation.

The main theoretical provisions of the thesis are introduced in the teaching of
disciplines "Innovation Management", "Strategic Management”, "Introduction to
Management” and "Human Resources Management”. There are acts of
implementation.

Approbation of work. The main propositions and results of this study were
reported at international scientific and practical conferences: 5th «World Conference
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on Education Sciencesy, Sapienza University, Rome; 15th International Conference
Global Business and Technology Association «Globalizing business for the next
century: visualizing and developing contemporary approaches to harness future
opportunities», Helsinki; 5th «International Congress on Entrepreneurshipy,
Suleyman Demirel University, Kaskelen; 2th International Conference on
«Innovation and Entrepreneurshipy», Bangkok University, Bangkok.
Publications.
There are 8 papers published on the dissertation topic, with total volume of
2.7 printed sheets, 3 of which are published in journals, recommended by the CCES
MES RK.
The structure and scope of the thesis.
The thesis consists of an introduction, three chapters, conclusion, references
and appendix.



1 THEORETICAL ASPECTS OF KNOWLEDGE COMPETENCE

1.1 Theoretical background knowledge competence and knowledge
management

Definition of knowledge

Drucker defined knowledge as an important resource [8]. Davenport and
Prusak defined it as a “fluid mix of framed experiences, values, contextual
information, and expert insight that provides a framework for evaluating and
incorporating new experiences and information” [9, p.5]. This view related to
concepts such as “information”, “data” with some distinctions to ‘“knowledge”.
Data, information and knowledge are concepts which related to the ability to build a
value. Moreover, data, information and knowledge are interrelated elements of one
hierarchy [10]. From this point, knowledge is a creator of innovations and changes.
Data and information converted to knowledge through organization, interpretation
and application while knowledge is created by validation and internalization.
Knowledge is the last step in the value-added knowledge process which has a value
after several processes. Data and information are basic elements which are collected,
organized and summarized. When knowledge is being analyzed, synthesized and
used in decision-making process, as a result it possess a value. Thus, value of
knowledge is used for creation and introduction of innovations. Therefore,
researchers identify data, information, knowledge and wisdom (DIKW) hierarchy
[11-13]. DIKW hierarchy represents pyramid where all levels are related and data is
transformed to wisdom.

Furthermore, many authors, including Nonaka and Takeuchi, Grant, Fahey and
Prusak, Von Krogh, Spender identified the perspective on knowledge in the
organizational context. In this view, the role of individuals as holders of
knowledge is significant and knowledge considered as a strategic resource for
organization which helps to achieve competitive advantage [14].

In order to understand the nature of knowledge in organization it is important
to consider different views of knowledge. According to Maria Jakubik there are four
views of knowledge: ontological view, epistemological view, commodity view and
community view [15]. Ontological perspective of knowledge explains that
organization creates knowledge with the help of individuals. Epistemological view
of knowledge makes a distinction between tacit knowledge and explicit knowledge.
Tacit knowledge is knowledge that can't been formalized, i.e. it is not written or
recorded. Explicit knowledge is an opposite of tacit knowledge, i.e. knowledge is
recorded. The distinction between tacit and explicit knowledge determines processes
related to knowledge in organization. The third perspective is a commodity view
where knowledge is described as a commodity. It is an asset which can be
transferred and managed. The fourth, community view considers knowledge as a
changing element which is created by individuals during social interactions.
Knowledge has unique characteristics and its role in organizational context is
significant. Moreover, individuals as holders of knowledge have a major influence
on organizational processes related to knowledge.
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Definition of competence

Competence is an important factor for organizations strategic thinking.
Competence can be considered from two different perspectives: individual and
organizational. Individual perspective focuses on characteristics which improve
human or individual performance. According to Hartle competence is defined as “a
characteristic of an individual that has been shown to drive superior job
performance includes both visible competencies of knowledge and skills and
underlying elements of competencies, like traits and motives” [16, p.107].

Organizational perspective on competence is linked to strategy and presented
by core competence. Lustri et al. considered competence as a combination of
personal resources such as knowledge, abilities and qualities and environmental
resources such as technologies, books and networks. Freiling (2004) defined
competence as an “‘organizational, repeatable, learning-based and therefore non-
random ability to sustain the coordinated deployment of assets and resources
enabling the firm to reach and defend the state of competitiveness and to achieve the
goals” [17, p.30]. When competences differentiate particular company from its
competitors they become a distinctive or core competences. According to Wheelen
and Hunger the essential strength of the core competence is in its value, rareness and
inimitability. Hamel and Prahalad considered core competence of organization liked
to the learning [18].

Dynamic environment and strategic management stimulate the development of
new competences through management processes in organization [19]. In this
context competence is used to explain company’s dynamic capabilities. As it
becomes a source for organizational functioning and long-term development.

Organizational environment, level of competition and changes in industry
stimulate organizations to use its competences. Sanchez defined 5 modes which are
the ways for organization to use its competences to respond to changes [20]. The
first mode of competence is a cognitive flexibility to define alternative strategic
logics. It means that organization can create value by offering new products or
services to satisfy needs of customers. The second mode of competence is a
cognitive flexibility to define alternative management processes. This mode related
to the first mode and includes ability to determine all resources, procedures and
processes that are needed to perform the mode one. The third mode is coordination
flexibility to identify, configure and deploy resource chains. Organizations
reconfigure and use the most appropriate resources to offer new products for market.
The fourth mode is resource flexibility to be used in alternative operations. It is
about creating alternatives for the use resources that could offer new products. The
fifth mode is operating flexibility in using available resources. Organizations use its
resources to perform more effectively and efficiently in operating processes.

Competence whether organizational or individual possess skills, resources and
knowledge including capabilities. The uniqueness of competence makes it critical
factor for company’s ability to achieve goals and follow organizational strategy.

Definition of knowledge competence



Literature in the area of knowledge competence distinguishes knowledge
competence and core knowledge competence. Definitions are based on the
assumption that knowledge is essential for organization and affects company’s
ability to compete. The term core knowledge competence was defined by Allee. She
defined core knowledge competence in terms of unique knowledge and expertise
related to specific discipline. Moreover, core knowledge competence is not the same
as core performance capability, because some authors use competence and
capability interchangeably. The essence of core knowledge competence is in
company’s unique knowledge and expertise which differentiate it from competitors
while core performance capability are the processes which “enable a company to
deliver high-quality products and services with speed, efficiency and high customer
service” [21, p.21]. Therefore, capabilities create favorable conditions to use
organizational core knowledge competences. One of the types of knowledge
competence is market knowledge competence. According to Li and Calantone
market knowledge competence is the process that create and integrate market
knowledge [22]. Although, this specific type of knowledge competence represents
competence of organization as a core competence, where it aimed to gain strategic
asset.

The definition of Allee only concentrates on knowledge competence from
knowledge assets perspective. However, the definition of knowledge competence by
Ning et al. presents more complex view on knowledge competence. They consider
knowledge competence as a “knowledge system that can synergy and reconstruct
the resources, knowledge and capabilities within and without the organization to
realize the harmonious development with its environment” [23, p.1368]. Knowledge
competence consists of knowledge accumulating capabilities and knowledge
operating capabilities because knowledge assets are depend on those capabilities
and limited to represent knowledge competence. Knowledge accumulating
capabilities include learning capability and knowledge assets while knowledge
operating capability consists of culture capability, communicating capability and
innovation capability. Knowledge accumulating capabilities “make the quantity and
quality of the knowledge assets adapting to the competitive environment” and
knowledge operating capabilities “make the knowledge assets effective and
profitable” [23, p.1368]. These elements of knowledge competence create a
relationship where the level of each determines the level of knowledge competence,
where higher the level of the components of knowledge competence, the higher
knowledge competence itself (figure 1). Based on the below, we consider that
knowledge competence is the combination between knowledge assets and
knowledge capabilities which create knowledge competence for the development of
core competences in the organization. It means knowledge capabilities are
conditions or a capacity to deploy resources that company has for any knowledge
development in the organization. Based on the literature on knowledge competence,
we identify four knowledge capabilities: learning capability, culture capability,
communication capability and innovation capability.
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Figure 1 - The relationship between components of knowledge competence

Note - Adapted from the literature source [23, p. 1368]

However, without knowledge assets these capabilities don't have value to
organization in terms of knowledge competence development. Therefore,
knowledge competence is the capability of the organization to use existing
knowledge assets with the support of knowledge capabilities (figure 2). It means
that core competence in any area could be achieved only when company possess
knowledge competence.

Knowledge Knowledge
assets capabilities

Knowledge

competence

Figure 2- Elements of knowledge competence
Note - Compiled by author
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Knowledge competence elements

Knowledge assets

Knowledge assets are elements of knowledge creation processes. Knowledge-
base assets are defined as “anything valued without physical dimensions that is
embedded in people or derived from processes, systems and the culture associated
with an organization — brands, individual knowledge, intellectual property, licenses,
and forms of organizational knowledge (e.g. databases, process know-how,
relationships)” [24, p.2]. According to Moustaghfir (2008) knowledge assets are
“strategically relevant intangible resources a firm possess which can take the form
of employees’ skills and know-how, organizational routines, relationships with
stakeholders, organizational image and reputation, technological infrastructure, and
intellectual property” [25, p.16].

According to Polanyi (1966) tacit knowledge is personal, context-specific and
not easily visible and expressible [26]. However, tacit knowledge is needs to be
converted into explicit to be understood by others. Moreover, some of the
knowledge cannot be formalized. Tacit knowledge allows organization to have
unique knowledge because it is difficult to transfer it outside the organization and
organization has competitive advantage. Between tacit and explicit knowledge there
IS an implicit knowledge. Implicit knowledge “results from the induction of an
abstract representation of the structure that the stimulus environment displays, and
this knowledge acquired in the absence of conscious, reflective strategies to learn”
[27, p.219].

According to Nonaka and Takeuchi (1995) tacit knowledge has two
dimensions: technical and cognitive. Technical dimension defines concrete "know-
how" which is used in particular environment. Cognitive dimension is about
perception and mental models of an individual. Polanyi identified that explicit
knowledge is all codified in words, numbers, models or diagrams. Moreover, this
kind of knowledge can be stored in databases. However, all knowledge is tacit by its
nature and when part of it can be transmitted it become an explicit knowledge.

The concept of “intangible assets” is also related to the company’s knowledge
assets. According to Dawson there are three categories of intangible assets: human
capital (skills of individuals), structural capital (organizational infrastructures),
relationship capital (brand, relationships with suppliers and clients) [28]. Moreover,
intellectual capital defined as “the group of knowledge assets that are attributed to
an organization and most significantly contribute to an improved competitive
position of this organization by adding value to the defined key stakeholders” [29,
p.6]. Intellectual capital is divided into three categories: organizational capital,
social capital and human capital (figure 3). Organizational capital is explicit
knowledge of organization which is documented in papers, procedures etc. It is
knowledge which available for all employees of organization because of its explicit
nature. Social capital includes resources created by networks and interpersonal
interactions. Moreover, it can be estimated by two categories such as structure and
quality of relationships. Structure of networks identifies those who maintain the
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contact. While, relational embeddedness identifies the quality of relationships

developed over time.

Human capital consists of knowledge, experiences, skills,

capabilities, innovativeness and creativity of individuals.

Intellectual Capital

Organizational Capital Social Capital Human Capital
Structural Relational
embeddedness embeddedness
Figure 3 - Intellectual capital

Note - Adapted from the literature source [30]

According to Nonaka, Toyama, Konno (2000) there are four categories of
knowledge assets: experiential, conceptual, routine and systemic (Table 1).

Experiential knowledge assets consists

of skills and know-how, care and trust,

energy, passion and tension. Conceptual knowledge assets are product concepts,
design, brand equity and other explicit knowledge which are presented in symbols
and images. Routine knowledge assets are know-how in daily operations,
organizational routines and culture. Systemic knowledge assets include documents
and manuals, patent and licenses, databases.

Table 1 - Categories of knowledge assets

Categories of knowledge assets

Characteristics

Experiential knowledge assets - tacit
knowledge shared through common
experiences

-skills and know-how of individuals
- care, love, trust and security
-energy, passion and tension

Conceptual knowledge assets - explicit
knowledge articulated through images,
symbols and language

-product concept
-design
-brand equity

Routine knowledge assets - tacit knowledge
routinized and embedded in actions and
practices

-know-how in daily operations
-organizational routines
-organizational culture

Systemic knowledge assets - systemized and
packaged explicit knowledge

-documents, specifications, manuals
-database
-patents and licenses

Source - Adapted from source [58, p.20]
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Experiential knowledge is tacit knowledge which exists in the mind of
employees. Skills and know-how are expertise which is learned because of the
experience. The know-how creates possibilities for organization to strengthen these
skills to compete on the market. The unique characteristic of tacit knowledge allows
organization to keep peculiarities of know-how in the organization and not allowing
its competitors to know about them. However, skills and know-how directly related
to employees because only they have required skills to perform certain tasks. Know-
how allows organization to transform inputs into outputs. Trust is the important
element for the knowledge accumulation. On the basis of trust new tacit knowledge
could be created in the organization during the sharing process. Trust is a “set of
beliefs about the other party (trustee), which lead one (trustor) to assume that the
trustee’s actions will have positive consequences for the trustor’s self” [31, p.598].
When employees trust each other they are willing to share knowledge and be open
to listen for their colleagues. It creates essential communication for knowledge
creation. Many authors mentioned the importance of trust for knowledge transfer
between employees, the employee and client relationship, and between different
organizations. Trust creates creativity because of the openness it creates during
communication and interactions. In the organization there are three types of
organizational commitment which influences trust and attachment to the
organization and colleagues as well: affective (a feeling of emotional attachment to
organization), continuance (a feeling of needing to continue employment) and
normative (a feeling of obligation towards the organization) [32].

Conceptual knowledge assets are the results of the use of tacit knowledge in
the organization. Because conceptual knowledge assets are symbols and images they
represent the outcomes of tacit knowledge transfer, knowledge sharing which helped
to create those concepts, brand equity and design. Conceptual knowledge assets it is
what perceived from the external environment and is noticeable rather than skills
and know-how. Routine knowledge is the daily operations and routines which help
organization to create new knowledge and make the daily procedures more
beneficial for the company. Systemic knowledge is all the explicit knowledge which
organization has. It is all the results of use of tacit knowledge of the organization
which is resulted in the explicit form.

Because knowledge assets are closely related to individuals and tacit it is
important for organizations identify its knowledge assets.

Knowledge Assets — Knowledge Assets — Knowledge Assets

«— «—

Identification Mapping Flow

Figure 4 - The managerial foundations of knowledge assets
Note - Adapted from the literature source [33, p. 292]

In this model managing of knowledge assets has three steps (figure 4). The
first step is acknowledging existence of certain knowledge which can bring value.
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The second stage which is a knowledge assets mapping, brings knowledge into one
connection. The third step includes interaction between knowledge and its
development.

Thus, knowledge assets are tacit and explicit knowledge of organization which
can be codified and created inside the organization. However, knowledge assets are
always unique. Employees’ tacit and explicit knowledge are related to gaining
company’s knowledge competence. But they are differently accepted inside
organization because of their different forms.

Teece proposed a framework for capturing value from knowledge assets
(figure 5). In this framework he suggests that external environment affects the
ability to create and capture value in the organization. The dynamic capabilities
influence knowledge assets to achieve sustainable competitive advantage.

This framework describes the relationship of knowledge assets with the
strategic developments in the organization. Moreover, it shows that knowledge can
be an organizational competence which brings value to the organizational
development in the form of improved performance. This framework suggests that
tangible and intangible assets are the core for company’s development in the
conditions of unstable external environment. The survival of the organization
depends on its ability to use core competencies to improve short-term and long-term
position of the company.

Complementary assets and technologies

Inherent replicability of l Dynamic capabilities
the product
. Profits from Knowledge A/
Intellectual property Assets o Timi
protection afforded the L
product Standards

Basic operational competencies of the firm

Price/performance characteristics of the product

Figure 5 - Capturing value from knowledge assets

Note - Adapted from the literature source [34, p. 73]
The ability of organizations to have knowledge assets as an organizational

knowledge, which also belongs to employees of the company as they are the main
holders of knowledge creates one of the elements of knowledge competence.
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However, without the suitable knowledge assets, company cannot have knowledge
competence.

Knowledge capabilities are conditions that company has to ensure that
knowledge could be a competence in a company. Knowledge capabilities include
learning capability, culture capability, communication capability and innovation
capability.

Learning capability

The literature in the area of learning considers several aspects as knowledge is
an important resource for organizations and companies that involved in learning are
constantly change. Learning allows companies to work with changes and
successfully avoid adaptation [35]. Nevis et al. identified three perspective on
organizational learning: normative perspective - special conditions create the
environment for organizational learning; developmental perspective - learning is a
part of organizational development process; capability - learning exists in any
organization from the beginning [36]. Organizational learning is defined as the
process where individuals learn in the conditions created by organization. According
to Jerez - Gomez et al. organizational learning is a "dynamic process based on
knowledge, which implies moving among the different levels of action, going from
the individual to the group level, and then to the organizational level and back
again" [37, p.716]. Moreover, they argued that learning capability is possible
because of the collective conscience, which helps organization to work in achieving
one common goal for everyone. This creates possibilities for generative learning
which works for accumulating of knowledge which could be useful in the future.
They identified four components of organizational learning capability: learning
commitment; systems thinking; openness and experimentation; knowledge
transfer and integration.

Because employees have knowledge, organizational learning capability related
to human resource. From human resources management perspective, learning of
individuals in the organization consists of human resources management systems
which are aimed to develop individual competencies of the employees in the
organization. These activities are divided into two characteristics: formal learning
and informal learning. Formal learning is planned learning activities organized to
develop knowledge of employees during working hours, for example, courses and
trainings. Informal learning is unplanned activity which take place during
performance of daily operations. Dubois created competency model where three
different competencies of employee performance could be identified. There are job
competencies, non-technical competencies and technical competencies. The
competency model of employees is related to the implementation of formal and
informal learning in the organization and have results in job performance. Thus,
learning and competence development are related to individuals in the organization.
The degree of involvement of each employee in learning processes result in
competence development for the organization [38]. Organizational learning
capability creates connection between organization and the external environment
where the preconditions for new organizational knowledge exist.
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Culture capability

Culture capability represents the capabilities of organizational culture.
Organizational culture is the central element which supports integration and
development of knowledge in the organization [39]. Organizational culture
determine types of knowledge which are necessary for organization and which are
related to activities inside the organization because organizational culture is
represented in mission and vision of the organization. Organizational culture
supports knowledge sharing in the organization. Thus, employees understandings of
knowledge is related to the ability of top management of organization to shape
knowledge sharing processes in the organization. Organizational culture consist of
individual, team and organizational understanding of the importance of knowledge
through sharing of the same values and beliefs. Because organizational culture
creates trust among employees of the organization, the knowledge sharing process
becomes easier and clear in the company. Wee and Chua stated that in SMEs the
open culture and flat organizational structure develop knowledge sharing processes
[40].

Organizational culture include openness, sociability, commitment to the
organization [41]. Collectivity in the meaning of organizational culture where ideas,
values, norms, rules, behavior and organizational practices are shared by each
member of organization. The clan culture is characterized by relationship between
human which represented in teamwork, sharing and empowerment. In this type of
organizational culture employees are connected to each other, trust and share
information openly inside the organization. Clan organizational culture stimulates
participative decision-making process when employees feel themselves as a part of
organization and relate to it. Another one is the adhocracy. It is the system which is
characterized by flexibility, openness and innovation. This organization culture
stimulates constant growth and change. Employees in this conditions are highly
motivated and challenged to achieve the best results. The market organizational
culture is characterized by market responsiveness, goal orientation and goal
achievement. Because market culture organizations are dealing the best with the
external environment, in this culture employees are driven by competition and
external environment which is resulted in the organizational profit. Lastly, the
hierarchy is the characterized by control, values and structure. In this kind of
organizational culture everything is centralized, all decision-making process in the
hand of the particular group of people. Employees work in accordance with
standards, procedures and guidelines. This organizational culture lacks of openness
and quick adaptability to the changes.

Because knowledge constantly changes it requires organizational culture which
ready to adapt to changes easily. One of the peculiarity of culture in SMEs is in
ability to shift culture easily because of the fewer employees and small teams
compared to large organizations [42]. Moreover, cooperative climate has an impact
on the desire to share and obtain knowledge in the organization. The willingness to
share impact to the transformation of knowledge, ideas and creation of new
knowledge. However, the trusting culture is the condition for the sharing to happen
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in the organization. Supportive culture creates possibilities for learning process in
the organization where employees are encouraged to share, learn, exchange
knowledge. Three elements of organization culture which are organizational values
based on Hofstede's cultural dimensions are individualism-collectivism (figure 6),
uncertainty avoidance (figure 7) and power distance (figure 8). Individualism and
collectivism represent the type of organizational culture which exists in the
organization. The collectivism is dominant when organizational goals are more
important than individual needs. Individualism is characterized by high level of
personal value compared to collectivism where group achievements are more
emphasized. Collectivism creates collaborative organizational culture where
employees are willing to share knowledge and create new knowledge. Individualism
Is characterized by achieving individual goals and resisting sharing with the group.
Thus, collectivism and individualism are the opposite conditions for the knowledge
creation process where there is a confrontation between individual and
organizational goals and values. Uncertainty avoidance shows how organization
avoid uncertainties. When organization easily takes risks or chooses instability it
represents the high level of the adaptability and willingness to create, obtain
knowledge and low level of uncertainty avoidance. High level of uncertainty
avoidance shows the structure in the organization, more routine and predictability in
any activities. Low level of uncertainty avoidance is a key to sharing, exchange and
transfer of knowledge in the organization. Power distance represent distribution of
power and authority in the company. The low level of power distance makes process
of knowledge sharing more easy because there is less barriers between employees of
the organization. High level of power distance doesn’t create possibilities for the
development of new knowledge and doesn’t support creativity in operations.

Provider
Individualistic Collectivistic
Greater success/low Limited success,
Individualistic resistance barriers significant home office
involvement
Acquirer

Limited success, Greater success/low

Collectivistic significant home office resistance barriers

involvement

Figure 6 - Impact of individualism-collectivism on knowledge transfer

Note - Adapted from the literature source [43, p. 264]
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Provider

Weak (level of Strong (level of
uncertainty avoidance) uncertainty avoidance)
Strong (level of Limited success/high Limited success,
uncertainty avoidance) resistance barriers significant home office
involvement
Acquirer
Greater success/low Limited success,
Weak (level of resistance barriers significant home office
uncertainty avoidance) involvement

Figure 7 - Impact of uncertainty avoidance on knowledge transfer
Note - Adapted from the literature source [43, p. 269]

The ability of culture to stimulate employees to gain new knowledge, create,
share and use them is the key and strategic role of culture capability. Moreover, trust
and openness are main values that encourage employees. However, communication
also related to the company's ability to promote these values.

Communication capability

Communication is a crucial element for the ability of the organization to ensure
knowledge development.

Provider
Small (degree of Large (degree of
power distance) power distance)
Large (degree of Greater success/low Limited success,
power distance) resistance barriers significant home office
involvement
Acquirer
Greater success/low Limited success,
Small (degree of resistance barriers significant home office
power distance) involvement

Figure 8 - Impact of power distance level on knowledge transfer

Note - Adapted from the literature source [43, p. 267]
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Communication climate and communication network are considered as
elements of communication capability in the organization. Communication climate
Is related to the atmosphere in the organization. It defines the level of the openness
and readiness to share knowledge in the organization. Communication climate can
positively influence to the learning capability and quickly adapt to changes.
Communication network is aimed to connect employees for making processes in the
organization in accordance with the strategy. It creates possibilities for knowledge
sharing in the organization and outside the organization. Networks plays crucial
role in sustaining competition and allowing for the flow of knowledge to transfer
between individuals. Strong communicating networks promote transfer of
knowledge. While weak communication networks doesn’t stimulate the sharing of
knowledge between individuals. There are different types of networks such as
expert, learning, knowledge-sharing and communities of practice. Communication
capabilities also depends on technologies available in the company. Alavi and
Leidner identified four contributions of information technologies (IT). IT helps
organization share knowledge quickly and updates existing knowledge in
organization. IT possess all available knowledge of organization and has a role as
organizational memory. Everyone in organization has an access to knowledge and
because of that knowledge sharing among individuals is simple process. Available
organizational knowledge are accessible for everyone and any time. |IT are
expensive to use by small and medium sized enterprises but bigger companies
usually invest in these systems. However, it is important to use IT to facilitate
knowledge by creating environment to accept them.

Many authors identified that IT improves performance of knowledge
management. It means that unique characteristics of IT has positive influence to
ability of a company to manage knowledge. Because IT makes knowledge available
to everyone in organization it helps to create new knowledge and innovations.
Moreover, IT ensures that knowledge used efficiently and effectively in
organization so that IT systems provides necessary conditions for easy use of
knowledge. IT create environment for organization to develop knowledge
management. Because all tacit knowledge of individuals transforms into explicit
knowledge, organizations are benefit from this change. It permits organizations to
exchange with tacit knowledge, transform it to explicit, use available knowledge to
generate new knowledge. Moreover, information technologies provide organizations
unlimited knowledge data which can be used in the future.

Innovation capability

Lawson and Samson defined innovation capability as an ability to transform
inputs into products and processes for stakeholders [44]. Moreover, some authors
define innovation capability into two types: radical and incremental. However,
innovation capability means that company could be more adaptive which generates
incremental innovations such as new products, services, processes. Therefore,
considering both the structure as well as the ability to produce innovations are
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crucial. Organizational structure creates conditions which stimulate knowledge
development, generation of innovations.

The organizational structure is closely related to the organizational culture, as it
creates the preconditions for the development of a culture within the company. The
wrong organizational structure may create barriers and obstacles to knowledge
management in the organization. Henry Mintzberg identified five types of
organizational structure: machine bureaucracy, professional bureaucracy, divisional
structure, simple structure and adhocracy.

Machine bureaucracy is the organizational structure that clearly separates
responsibilities between employees, which ultimately creates a monitoring system at
every level. This organizational structure makes the rules at all levels strictly,
separate units and their responsibilities. Machine bureaucracy is extremely
hierarchical structure, all power concentrated in the hands of top managers. Machine
bureaucracy majorly is vertically centralized, however, little decentralization occurs
because employees can make their own decisions. Machine bureaucracy heavily
adapts to changes in the external environment, so for efficient knowledge
management this organizational structure can be difficult. Machine bureaucracy
does not allow the organization to innovate, therefore, for the effective management
of knowledge, it is the non-preferred.

The professional bureaucracy focuses on the standardization of knowledge,
creating an optimal allocation of responsibilities in accordance with the
qualifications of workers. The professional bureaucracy is a horizontal organization
with a clear allocation of responsibilities, where knowledge and skills play a key
role. The main characteristic of this organizational structure is a democracy because
power is in the hands of professional staff who can make decisions independently.
The professional bureaucracy aimed to manage knowledge, because every employee
has sufficient knowledge and has fewer barriers to the exchange of knowledge.

Divisional structure divides organization into divisions for operational
purposes. In this structure, each unit is independently determined, but follow a
common business strategy. At the same time, such structure is easy enough for
knowledge transfer inside each unit. However, knowledge management does not
become a common strategy for the entire company, because if in one unit
knowledge is not effectively used it influences to whole organization.

The simple structure refers to the non-bureaucratic structures. Main features of
simple structure are simple relationships and boundaries between departments.
Simple structure is organic since it minimizes formal separation and all elements are
interconnected. In this structure, power is concentrated in the hands of one person.
Communications are characterized by informality and direct control. Since the
power is centralized, while at the same time, there are no barriers at the operational
level, it allows employees to make quick decisions and react to changes in the
external environment.

The simple structure is the most common for new small businesses. However,
this it is the most risky, because everything depends on one leader. The ability of a
simple structure to respond quickly to adapt allows the company to use the
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knowledge in accordance with the needs of the environment, and the lack of barriers
allows employees to transfer knowledge between employees of the company more
quickly and efficiently.

Adhocracy is a special structure that can bring together specialists from
different areas in the team to achieve complex innovation. Adhocracy is
characterized by low levels of formality, highly qualified staff with specialized
knowledge and mutual coordination. For innovations this type of structure
minimizes bureaucracy and avoids formalities. Adhocracy is based on the
knowledge and skills of people, so existing knowledge is used to create new
knowledge. In contrast to the professional structure, adhocracy avoids
standardization, as it may affect the management of knowledge. Power in the
adhocracy decentralized horizontally and vertically. Decision-making process is
shared between managers depending on the task, which requires specific knowledge
to a greater extent. Adhocracy is common in the dynamic and highly competitive
environment, because it allows companies to generate and apply new knowledge in
order to compete effectively in the market. Organizational structure plays a very
important role in creating the conditions for the exchange of knowledge and
effective management, introduction of changes. It allows the organization to
determine what results you can expect and how you can change your position in the
market. Businesses need to adapt its organizational structure to changes in the
external environment that will allow them to quickly create new knowledge,
innovation, and improve.

1.2 Evolution of the knowledge management theories

Knowledge management has been studied by many authors. They identified
three era of knowledge management. The first era was before 1995. It was based on
the structuring of the flow of information for decision-making and computerization,
introduction of e-business software in the company. The second era began in 1995.
Nonaka and Takeuchi presented a model of transformation implicit (tacit) and
explicit (explicit) knowledge through 4 processes: socialization, externalization,
combination and internalization [45]. The third era includes control of the flow of
knowledge that focuses on the content and context of knowledge.

Evolution of knowledge management shows that the original function of
knowledge, the concept of knowledge management tools and approaches to
knowledge management have changed, as well as the skills necessary for knowledge
management have transformed [46].

The first generation of knowledge management was based on the development
of information technologies, including databases and repositories of knowledge and
identifying company's knowledge assets. The second generation of knowledge
management was oriented and focused on creation of knowledge, through different
processes including sharing, exchange. The concepts of communities of practices
and concept of ba were introduced at that time. The third generation of knowledge
management aimed to generate new knowledge and create innovations.

There are three main schools of knowledge management [47]:
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1. knowledge management is related only to information technologies

2. knowledge management is mostly related to human resources

3. concentrated on the capturing and evaluating company's know-how.

Several authors argued that knowledge management contributes to the
development of organizational strategy. In this case, knowledge management system
is developed. Ragab and Arisha defined knowledge management systems as “a
managerial, technical and organizational system structured to support the
implementation of KM within an organization" [48, p.7]. There are three
approaches: codification, personalization and people-finder. Codification is related
to making tacit knowledge available to everyone in organization by making it
explicit. Personalization is about transfer of knowledge inside organization by
communication channels between employees. It was proved that codification and
personalization are positively influence innovativeness of an organization. People-
finder approach identifies where knowledge exists in organization, who holds the
knowledge. In this way, management of knowledge is aimed to create new
knowledge in organization by helping to save existing knowledge and generating
new through transfer, share and exchange.

Approaches to knowledge management system and knowledge management
capabilities are related because successful knowledge management system
incorporates knowledge management capabilities.

Knowledge management capabilities include knowledge management
infrastructure and knowledge management processes. Each of these components has
its levels. According to Gold et al. knowledge management process capability
includes acquisition, conversion, application and protection of knowledge.
Knowledge management infrastructure consists of technology, organizational
culture and organizational structure. Many studies consider the possibilities of the
process of knowledge and ability of the infrastructure of knowledge as two
inseparable elements, the relationship between them affects the performance of the
company, the implementation strategy and the success of knowledge management
[49,50]. Process capabilities define the mechanisms of knowledge infrastructure
which creates opportunities for knowledge environment that determines the
effectiveness of the knowledge management.

Technology as an element of the knowledge management infrastructure
consists of information technologies that enable the integration of existing
knowledge to the organization to create, store and transfer new knowledge in the
enterprise. Organizational culture is seen as a critical factor in building and
strengthening the management of knowledge in the organization, which affects how
employees acquire and share knowledge [51]. Organizational structure - is a
systematic set of structural units combined in their degree of hierarchy, rules,
functions, control and submission.

Studies by Nonaka and Takeuchi, Gold et al., Grant, Beveren identified that the
transformation of the vertical organizational structure into more horizontal, less
hierarchical is required for efficient creation and transfer of knowledge in the
organization. Organizational structure may affect the ability of the process of

23



knowledge, as the internal organizational barriers may hinder the effective
acquisition, conversion, application and protection of knowledge. Process
capabilities of knowledge management require to use the knowledge management
infrastructure capabilities. Knowledge acquisition aimed to identify and acquire
knowledge, which required for sustainable development of organization in the
future and is an integral part of ongoing operations. Protection of knowledge aimed
at protecting the organizational knowledge through patents, copyrights and
information technology. Companies can create an internal system of protection
through limited access to organizational knowledge. Protection is a very important
part of keeping knowledge within the organization because the drain of knowledge
can critically affect the results of operations, the company's position in the market
and the conditions of competition.

Knowledge

protection

Contracts (semi-
formal protection)

Ipr (formal
protection)

Non-competition

Copyright Confidentiality

Recruitment freeze

Employees

Indusrial property inventions

rights: patent, utility

Informal protection

Secrecy
Publishing
Restricted access to info
Database and network protection

Division of duties

CRM

Documentation

model, design right,
trademark

Fast innovation cycle
Complex product design
Technical protection
Productized services packages
Staff rotation

Trade organization membership

Loyalty building among personnel

Figure 9 - Knowledge protection
Note - Adapted from the literature source [52]

According to Paallysaho and Kuusisto knowledge protection methods divided
into three categories: ipr (formal protection), contracts (semi-formal protection) and
informal protection (figure 9). They argued that companies often use different types
of knowledge protection methods for achieving better protection. However,
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depending on the industry where company operates preferred methods are also
different as well as knowledge protection strategies. Moreover, the company’s size
also matter to the implemented knowledge protection methods, the bigger the
company — the higher level of using formal protection methods.

Alavi proposed four knowledge management processes in organization:
knowledge creation, knowledge storage and retrieval, knowledge distribution and
knowledge application. Other knowledge management processes are knowledge
sharing, knowledge transfer and knowledge exchange. Moorman and Miner argued
that knowledge sharing is collective routines which related to distribution of
learning inside organization, its individuals and units. According to Haas and
Hansen knowledge sharing considered as an area with a very little research.
Witherspoon et al. identified antecedents of knowledge sharing (figure 10).

However, the influence of tacitness of knowledge, trust, competition and limited
absorptive capacity identified as elements which affect to knowledge sharing in
organization. Knowledge sharing can happen in two cases. In the first process,
provider and receiver exchange knowledge through personal communication.

The second method of knowledge sharing related to codified knowledge which
already in written form. Moreover, these two types of knowledge sharing are
connected two each other because they can’t be mutually exclusive. However,
knowledge sharing occur in any cases but with the different conditions (figure 11) .

According to Duffy sharing of knowledge depends on communications, multiple
search techniques, classification schemes and transparent access to disparate data
sources. Knowledge sharing inside members of teams is coopetitive by its nature.

Intentions and Organizational Rewards to Demosgranhics
Attitudes Culture Knowledge sharing grap

e|ntention to share eCommunication eAnticipated pay eGender
knowledge eParticipation increase/promotion
e Attitude towards eSubjective norm ¢ Anticipated

reciprocal
relationships

eReputation buildin

knowledge sharing
eKnowledge self-
efficacy
eIntrinsic knowledge
sharing motivatio

eSocial trust

*Organizational
commitment

eSocial network

eSupport for
knowledge sharing

eShared goals

eKnowledge sharing
resources and
technology

Figure 10 - Antecedents of knowledge sharing

Note - Adapted from the literature source [53]
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According to Ghobadi et al. the unique characteristics of knowledge can
influence to the difficulties such as hoarding or incomplete knowledge sharing
between individuals in the organization [54].

owner/receiver
1

Knowledge

Sharing
~

> d
owner/receiver owner/receiver

Figure 11 - Knowledge sharing

Note - Compiled by the author

However, cross-functional cooperation and cross-functional competition have
an impact on knowledge sharing processes. Cross-functional cooperation stimulates
knowledge sharing knowledge because employees perceive knowledge as a
collective and shared between individuals in the teams. Cross-functional
competition can prevent knowledge sharing because employees perceive it as their
individual advantage to compete with other members of the team.

Knowledge exchange is an exchange of skills, knowledge between owner of
knowledge and recipient of knowledge and vice versa (figure 12). In this case
knowledge exchanged between the owner of knowledge and recipient, then, the
recipient acts as an owner of knowledge and it exchanges with previous owner who
now is the recipient of knowledge through exchange process.

owner/receiver Knowledge Exchange owner/receiver

Figure 12 - Knowledge exchange

Note - Compiled by the author

Some authors consider that knowledge transfer and knowledge sharing have
the same meaning. However, knowledge sharing is different from knowledge
transfer. Knowledge transfer is the process of sending knowledge from owner or
individual who possess it to recipient while knowledge sharing is about obtaining
knowledge from common source where it doesn’t matter if you are owner or
recipient of knowledge (figure 13). Because tacit knowledge is complex by its
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nature, transfer of it will always require additional skills and social know-how from
owner.

m Knowledge Transfer m

Figure 13 - Knowledge transfer

Note - Compiled by the author

Dixon identified 5 types of knowledge transfer [55,p.169]:

- Serial transfer: the knowledge a team has learned from doing its task that can
be transferred the next time that particular team does the same task in different
setting.

- Near transfer: the explicit knowledge a team has gained from doing a frequent
and repeated task that an organization would like to replicate in different teams
doing very similar work.

- Far transfer: the tacit knowledge a team has gained from doing a non-routine
task that the organization would like to make available to other teams that are doing
similar work in another part of organization.

- Strategic transfer: the collective knowledge a team needs to accomplish a
strategic task that occurs infrequently but is of critical importance to the whole
organization.

- Expert transfer: the technical knowledge a team needs is beyond the scope of
its own knowledge but can be found in the special expertise of others in the
organization.

Researchers in the area of knowledge management developed several models
(table 2).
Table 2 - Knowledge management models

Model Name Main idea

Nonaka and | Socialization, externalization, combination, internalization
Takeuchi (1995)

Wiig Model (1993) | build, hold, pool and apply

Meyer and Zack | Acquisition, storage/retrieval, distribution, presentation/use,
(1999) refinement

Bukowitz and | Get, build/sustain, contribute, assess and divest
Williams (1999)

McElroy KM cycle | Claim and integration
(2003)

Dalkir (2005) Create and capture, assess, share and disseminate,
contextualize, acquisition and application, update

Source - compiled by the author based on [56]
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Knowledge creation model (1995)

Japanese researchers in knowledge management area Ikudzhiro Nonaka and
Hirotaka Takeuchi proposed the main theoretical framework for understanding how
organizational knowledge is created, converted and transferred to the organization
[57]. Tacit knowledge - it is all the knowledge that cannot be outsourced, and be
expressed on paper and other material forms. These include cognitive knowledge
(principles, intuition, etc.) and technical skills (know-how, etc.). Explicit knowledge
is all the knowledge documented and others in organization have access to them.
For example, reports, manuals, strategy. Explicit knowledge without tacit does not
carry meaning, because they cannot be used without tacit knowledge [58].
Knowledge may become explicit and tacit in time, but some knowledge cannot be
converted into explicit.

Knowledge of individuals is a tacit knowledge, knowledge of organization is
largely dominated by explicit knowledge. Organizational knowledge is the main
goal of knowledge management of the company, its competitors, customers and
operations. They have introduced SECI model (figure 14) which shows how
knowledge can be generated in the processes [59].

Tacit

Socialization Externalisation

/ o
Tacit Explicit
l"g /\\\J:j |

Internalisation Combination

Explicit

Figure 14 - SECI model
Note - Adapted from the literature source [45, p.62]

Nonaka noted that for a rational process of knowledge creation is needed "ba"
or general conditions. "Ba" is essential in the creation of knowledge and also in its
improvement. There are two types of interaction. Type 1 - how to interact: either
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individually or collectively. Type 2 is characterized by personal contact or through
the virtual letters, books, manuals, etc. There are 4 types of ba: creating ba, binding
ba, systematizing and exercising ba (figure 15).

First, creating ba is a place or environment that provides conditions for
interaction between individuals on a personal contact for the exchange of
experiences, ideas, feelings, which are important elements in the exchange of tacit
knowledge. Trust and commitment form the basis for the transfer of knowledge
between individuals. Second, binding ba - a place where there are collective and
individual contacts, during which there is an exchange of knowledge, experiences,
which creates conditions for externalization. Third, systematizing ba is a place that
provides the conditions for the existing explicit knowledge to be easily transferred
through the internal information systems, data warehousing, documentation. Fourth,
exercising ba - a place where personal and virtual contacts facilitate the production
of tacit knowledge through communication that is internalization.

Similarly to Nonaka, Davenport and Prusak argued that knowledge transfer as
well as knowledge generation, codification and coordination are important areas in
knowledge management.

Individual Collective
y T
Originating ba Dialoguing ba
Face-to-face ;} Face-to-face
| { |
Virtual '\\ \\\;; Virtual
Exercising ba Systemizing ba

—

Individual Collective

Figure 15 - Ba and types of interactions
Note - Adapted from the literature source [57, p.16]

Knowledge generation is knowledge generated through social processes inside
the company between individuals, access to explicit knowledge. Codification and
coordination helps to identify where knowledge in the company is located, who has
an access and how coordination process can influence to the flow of knowledge.
Knowledge transfer allows individuals to create new knowledge or new
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perspectives, solve current organizational issues. These authors proposed five ways
of knowledge generation in organization: acquisition, dedicated resources, fusion,
adaptation and networking. Acquisition of knowledge happens from external
environment, different organizations, stakeholders. Dedicated resources is the use of
organizational resources for knowledge generation. Fusion defined as a creation of
conditions to create synergy. Adaptation is the possibility for more creative
environment generated by changes of the external environment. Networking is
about self-organized networks of people called communities of practice.

Wiig model (1993)

Wiig was one of the first researchers who identified knowledge management
process. His model has four stages: build, hold, pool and apply [60]. These stages
are applicable to individual, group or organizational levels. Build - the process of
obtaining, codifying, analyzing and organizing of knowledge. Hold - the process of
accumulating, embedding and archiving of knowledge. Pool - the process of
coordinating, accessing and retrieving of knowledge. Apply - the process of using of
existing knowledge.

Meyer and Zack Knowledge Management Cycle (1999)

Meyer and Zack introduced the term “information” to the knowledge
management processes. They argued that there are five stages in the information
(knowledge) process: acquisition, refinement, storage, distribution and use [61].
Acquisition is the obtainment of data from different resources. Refinement is the
reorganization, structuring and standardizing of information. Storage represented by
the use of both digital and physical repositories. Distribution is the delivery of
information through different channels. Use is related to the use of information in
daily operations to achieve organizational goals.

The Bukowitz and Williams Cycle (2000)

Get Assess
Use Knowledge Build/Sustain
Learn —> Contribute or: Divest

Figure 16 - Bukowitz and Williams Cycle
Note - Adapted from the literature source [56, p.39]

Bukowitz and Williams introduced knowledge cycle in 2000. This cycle has
several new stages which were firstly added to knowledge management model. The
main idea of this cycle is that learning helps to apply knowledge in new and

30



innovative way while before use was the last stage (figure 16). Moreover,
sustainment means that knowledge should be kept inside the company and it will
always be valid if it is valuable or divested. Get is the obtainment of required
information for organization. Useis the application of new information in
organizational processes. Learn - gaining of new knowledge. Contribute means
learned knowledge available to everyone in the organization. Assess is the
identification of knowledge (intellectual or corporate asset) which would be useful
in the future. Build/sustain is the creation ofnew intellectual asset which company
doesn't have now and keeping it. Divest means not keeping unnecessary assets.

McElroy KM cycle (2003)

McElroy's knowledge management cycle consists of several crucial elements:
knowledge production, organizational knowledge, knowledge integration, and
distributed organizational knowledge base, business-processing environment which
are supporting three key elements and enable the update of knowledge in
organization [62]. He states that knowledge base of the company is formed in minds
of individuals, groups and also explicitly.

Dalkir's integrated knowledge management cycle (2005)

Dalkir classifies knowledge into three categories: "knowledge capture and/or
creation, knowledge sharing and dissemination, knowledge acquisition and
application™ [56, p.54]. Moreover, the processes like assessment, contextualization
and update are able to integrate all three categories for continuous development.
Knowledge management approaches discussed in this chapter are predeterminants
for understanding of knowledge competence which occurs based on organizational
knowledge. Processes related to knowledge development in the organization are
discussed. However, knowledge management cycles greatly depend on the external
environment of the organization.

1.3 The development of knowledge competence theories

Resource-based view of the firm

One of the most important theories knowledge competence is based on isa
resource-based view of the firm. The relationship between resource-based view of
the firm and knowledge competence is represented in the importance of competition
for the organization. Resources create competences therefore the role of
competences and resource-based view of the firm linked and depends on
transformation of those resources into competences. Thus, knowledge competence
comes from organizational resources.

Penrose recognized the importance of this theory by stressing that firm’s
growth primarily depend on its resources. The right use of resources can bring
benefits to the organization. Moreover, she argued that skills and routines constitute
resources and learning helps organization accumulate skills and routines [63]. In
this case the importance of managers who possess qualities that are inimitable.
Penrose’s perspective on competitive advantage related to the core capabilities or
technological bases which influence to the position of the company. The main
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contribution of Penrose to the resource-based view of the firm is in defining the key
role of experience and skills.

Several authors gave different definitions to resources. Wernerfelt defined
resources as something that is attached to the company, while Prahalad and Hamel
defined resources as core competencies. There are three possible ways when core
competencies can be useful for organization. Core competences can provide access
to different markets. It gives diversification opportunities for company. Core
competencies can enhance distinctive competences. It means organization can have
unique features which makes it different from competitors and helped to create a
niche on the market. Core competences which are difficult to imitate aimed for
creating competitive advantage for a longer period and transforming it to sustainable
competitive advantage.

According to Grant resources classified as tangible, intangible and personnel-
based [64]. Tangible resources are financial and physical resources. Intangible
resources are technologies, human resources of the organization. Personnel-based
resources include employees skills, expertise, training. According to resource-based
view of the firm resources also can be divided into three categories: physical capital
resources (technologies, equipment, materials), human capital resources (employees,
their training and experience) and organizational capital resources (formal and
informal relationships between employees). These classifications of resources show
the importance of all organizational resources and their impact on achieving
competitive advantage.According to Barney organization which has valuable, rare,
imperfectly imitable and non-substitutable resources and capabilities will gain
competitive advantage [65]. Barney’s perspective on competitive advantage and
performance depend on the resources and capabilities (figure 17). Valuable and rare
resources and capabilities create competitive advantage which lead to improvement
of performance. However, additionally inimitability and non-substitutability of
resources and capabilities create sustainable competitive advantage and sustained

performance.
s A s A s A
Valuable, Rare Competitive
resources/capabilities Advantage Relicinance
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Inimitable, Non- Sustained Competitive :
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resources/capabilities
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Figure 17 - Barney’s conceptual model

Note - Adapted from the literature source [66]
According to Barney it is important for organization to know how to use its
resources. Moreover, it will help to achieve sustainable competitive advantage.
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Organizational resources have an influence on organizational strategy. Barney
argued that value of the resource or capability enables organization achieve sizable
competitive advantage. The less companies posses certain capabilities or resources
the less is competitive environment and it allows organization to achieve
competitive advantage easier. Moreover, organizational structure, control system
and compensation policies positively affect to application of resources and
capabilities. They help to utilize resources in accordance with the organizational
strategy.

The concept of distinctive capabilities or competences is also related to the
resource-based view of the firm. Distinctive competences are the competences that
set a firm apart from other firms. It means they are different from others and have
some specific or unique characteristics. It was identified identified that there are
three main resources which ensure uniqueness of distinctive capabilities: structure
of a market which limits entries, company’s history and relationship between
company and stakeholders. That means companies are more likely to use existing
distinctive capabilities rather than creating new one because three characteristics
guarantee that organization already has distinctive capabilities. Thus, organizations
have core competences or capabilities which are main for organization’s operation
and enable to generate new products or services.

Moreover, Leonard-Barton identified that core capabilities provide competitive
advantage [67]. They include skills and necessary action that transforms it into
competitive advantage. Kogut and Zander defined combinative capabilities which
are related to internal and external learning in the organization and create new
opportunities for organization.

Teece et al. introduced important work in the area of resource-based view of
the firm. They proposed dynamic capabilities perspective which explains “how
combinations of competences and resources can be developed, deployed, and
protected” [68, p.510]. They defined dynamic capabilities as “firms ability to
integrate, build and reconfigure internal and external competencies/capabilities in
the face of a rapidly changing environment” [68,p.516]. Because resources can be
easily obtained and strategically developed in both cases. However, changing
environment stimulate organizations to reconfigure existing resources and
capabilities and initiate changes in different areas such as technological change.
These influences company’s ability to compete and introduce new resources and
capabilities which are different from its competitors and at the same time rare,
valuable, imperfectly imitable and non-substitutable. Thus, dynamic capabilities
perspective allows organization to obtain new resources and improve position
compared to its competitors.

Knowledge in the context of resource-based view have several characteristics
that describe it: valuable, rare, imperfectly inimitable and non-substitutable.
Valuable knowledge means that knowledge contribute to the development of
competitive advantage, and is able to obtain new knowledge. Rare means that
organizational culture, employees' knowledge are rare as well as and know-how,
know-what and know-why. Imperfectly inimitable means that accumulated
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experience of company which is in culture of the organization, its history and
experiences makes behavior of individuals different all the time. Non-substitutable
means that company's knowledge which created distinctive competencies is not
possible to substitute.

Contribution of Barney to the field of resource-based view of the firm is
influential because he defined criteria for resources which can be useful for
organization in long-term perspective. Additionally, Grant defined what kind of
resources do exist in the organization. This classification of resources helps
organization to categorize and obtain required resources and stimulate the
development of the more specific. With the different categories of resources,
organization can develop certain areas which will help to create valuable, rare,
imperfectly imitable and non-substitutable resources. Moreover, all resources have
an i1mpact to the organization’s strategy development and daily operations.
According to Wright et al. human capital plays important role in organization. Thus,
all resources of the organization are used by employees and it is the role of
managers to use specific resources to achieve specific goals. However, the category
of resources which include intangible assets is much more complex than tangible
assets, because it is influenced by different factors related to human capital.
Barney’s conceptual model greatly shows dependence between organizational
resources, company performance, and competitive advantage. The more valuable,
rare, imperfectly imitable and non-substitutable resources organization obtains, the
easier it becomes to use them. However, many studies related to resource-based
view of the firm highlighted the role of managers in organization. Moreover,
conditions inside organization are also influential. In studies by Barney, strategic
planning, information processing systems and positive reputations affect sustained
competitive advantage of the company. At the same time, they ensure the success of
resources in organization. However, resource-based view of the firm doesn’t suggest
how organization should obtain resources. All resources need to be developed
internally in organization. However, it takes longer to develop those resources but at
the end they bring more value and have a greater impact for company’s
development.

Different companies have different strategic resources which are aimed to
deliver competitive advantage of a company. Because of market changes, resources
of organization also need to be changed. This is dynamic capabilities perspective. It
Is related to changes of resources with the changes in the environment.

Organizations achieving competitive advantage through available resources
and aiming to gain sustainable competitive advantage have to use dynamic
capabilities perspective because it ensures that resources of organizations can bring
organizational development with the changes of the environment and can be
transformed to do so.

However, resource-based view doesn’t limit organization in the type of
resources which it should maximize and gain because any of those can be used for
strategic development of a company. The main concern is in constant process of
development of resources and their unique characteristics because organizations are
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more likely to lose them quickly with the changes in the market including
development and increasing number of competitors.

Thus, resource-based view of a firm provides broad perspective for further
organizational development. Companies need to clearly identify the most efficient
and effective ways to use already available resources and develop strategy in
accordance with that. The most appropriate strategy is the one which helps
organizations to survive on the market and fully use its resources. The concept of
knowledge competence fits into organizational use and application of existing
knowledge and creating value by obtaining new which altogether become a source
for the development.

Competence-based view of the firm

Competence-based view of the firm emerged in 1990s. Research by Sanchez,
Heene and Thomas introduced competence-based strategic management [69].
However, the research in competence-based view of the firm majorly related to
Barney types of resources which are scarce and valuable. Competence-based view
of the firm is connected to the concept of competitiveness. The concept of
competence and competitiveness connected to company’s ability to achieve
competitive advantage by using competencies which exist in organization. However,
theoretically competitiveness doesn’t always ensure existence of competitive
advantage in the organization. According to Peteraf competitive advantage is related
to competences and depends on 4 conditions which resources and competences have
to meet: they have to be heterogeneous form of the competences of competitors;
there have to be forces that ex post limit the competition and protect from imitation
and substitution; the competence and resources must be imperfectly transferable and
hence controlled by the company; there must be ex ante limits to competition
expressed in different expectations about the future value of resources and
competence [70,p.44]. Freiling defined that competence-based view of the firm is
“dynamic, focused upon delivering a theory of the uniqueness of the firm, oriented
towards explaining both transaction and transformation costs and benefits,
delivering and explanation which is at least partly independent from opportunism
and the contractual point of view” [17, p.34]). He identified competence-based
contributions to a theory of the firm (table 3).

According to Schmiedinger et al. human competence is a mix of explicit and
tacit abilities, and at the same time it is skills that are stimulated and developed
under needs, personal goals, values, attitudes and standards. However, competence-
based view of the firm considers competence as collective. They defined
organizational competence as a mix of human competence and physical resources
which are used by individuals to contribute to organizational performance. In his
model competence has four levels: elementary (human perspective), passive
(organizational perspective), active (organizational perspective), learn and
adaptation loop [71]. Elementary level refers to individual human competence. At
this level individual competence is presented by the mix of explicit and implicit
knowledge and motivation to share these skills and knowledge in organization.
Passive level refers to all resources of organization which are currently not used to
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bring value to organization. Active level competences are used in organization to
bring value. Active competencies are interrelated to processes in the organization.
Learn and adaptation loop is essential for constant update of resources and
competences. Because resources need constant update the concept of organizational
learning can be used to creation of new competences. According to Drejer
competence consists of four elements: technology, human beings, organization and
culture [72]. Technologies are tools employees use in activities including tools,
equipment, software, databases. Human beings are people and they are the most
important for company’s development. Organization consists of the managerial
systems such as planning, payment system, communication channels etc. Culture
represents norms and values which exist in the organization. These elements are
interrelated to each other and create a system for organizational competence. Hamel
and Prahalad identified two methods which help organization to obtain resources:
development of the pre-existing resource portfolio (intra-organization competence
development); development of a resources portfolio through the introduction of new
resources from external resources (inter-organizational competence development)
[73].

Table 3 - Competence-based contribution to a theory of the firm

Questions of a theory of the firm Competence-based point of view

Emergence of the (multi-person) firm - explaining not only the firm in general but also the
uniqueness of the single firm

- higher order organizing principles of the firm due to
outpacing factors

- higher order organizing principles of the firm due to
protection forces creating semi-permeable
boundaries

Development and breakdown of firms -changes caused by: cooperative resources
transaction processes: integrating firm-addressable
resources, transferring firm-specific resources;
participating in market processes with customers
(including both transaction and according
transformation); learning in the market and adapting
the firm’s system elements.

- breakdown in case of: inability to prove oneself in
market processes and/or; inability to withstand
threats caused by competitors respectively the
business environment.

Kind of boundaries -open boundaries
-principle of semi-permeability

“Horizontal boundaries” of the firm | depending on:

(business scope) -the availability of critical resources and competence
as to a given application (avoidance of resources and
competence gaps in competition);

- the effective use of an available resources and
competence endowment (synergies, relatedness);
-resources refinement paths and corresponding
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business opportunities

“Vertical boundaries” of the firm (vertical
integration)

depending on:

-existing relations to external parties;

-the relative resource/competence position in
competition;

-lock ins/lock outs

Internal organization of the firm

dependent on conditions of the external environment
of the firm:

-characterized by system elements according to the
open system view;

-core element of internal organization: routines,
rules, norms, values, culture

Source - Adapted from source [17, p.48]

These methods are aimed to accumulate new competences in organization for
its future development. However, the role of organization’s networks becomes
important in these methods. Depending on the inter-organizational processes

collaboration between companies

differs. Moreover, these activities help

organization to get access to competences from different industries as well.
According to Awuah organizations can develop competences through network of

exchange relationships (figure 18).

Interaction processes introduced through the elements of exchange:
- product/service exchange
- information exchange
- financial exchange

}

- social exchange

I
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l

An improved competence development

Figure 18 - Competence development through a network of exchange
relationships

Note - Adapted from the literature source [74, p. 78]

The competence-based view of the firm is connected with company’s ability to
manage existing competences which are aimed to bring competitive advantage.
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According to Sanchez et al. competence-based view is used by the companies
to achieve organizational goals. One of the key aspects for the development of
organizational competence is transforming knowledge through learning process in
the organization. Because competence resides in individuals and groups of
individuals the process of accumulated knowledge occurs in any organization.

To conclude, knowledge competence and competence-based theory of the firm
are interconnected in the role of knowledge as a competence in organization and it
can bring benefits for company’s long-term development.

Knowledge-based view of the firm

Many authors argue that knowledge-based theory is related to resource-based
view. The knowledge-based view of the firm identifies knowledge as an important
resource of the organization. Curado and Bontis argued that in knowledge-based
view of the firm organizations concentrate on organizational learning, management
of tacit and explicit knowledge, and development of competencies. In this theory
strategic role of knowledge helps organization to achieve competitive advantage.
According to Grant organization viewed as an “institution for integrating
knowledge” where it creates knowledge for organization [75, p.109]. Dierickx and
Cool identified that knowledge as an asset which influences company’s
differentiation and competitive advantage. Knowledge-based view of the firm
argues that transferability of knowledge is important. Depending on the type of
knowledge, transferability inside organization, between individuals and outside
organization differs. Kogut and Zander argued that tacit knowledge is applied,
acquired and transfer more slowly than explicit knowledge. However,
communication crucial for explicit knowledge. Acquisition and creation of
organizational knowledge is the main difference of knowledge-based view of the
firm. From this perspective, obtainment of new knowledge becomes important for
organization. Simon identified the crucial role of individuals in knowledge creating
and storing process. Moreover, he identified that learning is important to obtain new
knowledge. Organization can obtain knowledge in two ways: learning from existing
members and acquiring new members with knowledge which current members
don’t have. The concept of learning in relationship to organization was studied by
several researchers. According to Levitt and March individuals in the organization
can learn from their own experience or from each other’s experience. Knowledge-
based theory suggests that organizational processes and routines which are
constantly performed lead to organizational knowledge [76]. Nelson and Winter
argued that because tacit and explicit knowledge depend on the external
environment and can be stored in routines in organization, in long-term constant
improvement and development of existing knowledge lead to better performance of
the organization [77]. Spender argued that “the firm has an ability to know
independently of its employees, or at least independently of their conscious
reasoning” [78, p.51].  Thus, individual knowledge possess value for the
organization. Moreover, research in the area of organizational knowledge

38



emphasized the role of company in acquisition, processing, storage and application
of knowledge.

From knowledge-based perspective organization has three important elements:
external structure, internal structure and individual competence [79]. Those
elements are related to customers, suppliers, brand, patents, systems inside
organization. External structure is about relationship with customers and external
environment. Internal structure is about internal assets created by individuals which
belong to organization [80]. Individual competence is about employees competence
and skills in different areas of organization. Because knowledge can be missed it is
important to encourage employees to share their knowledge with others in company.
Knowledge transfer from individuals to external structure is about relationship
between employees and stakeholders.

One of the most important features of knowledge as a resource of organization
is that it changes constantly because every day knowledge-holders deal with
stakeholders of organization, external and internal environment and those
interactions are changing and transforming knowledge of an organization for future
development. All divisions of organization belong to these processes and have own
impact. The main point of knowledge-based view is how organization can use and
gain knowledge as a resource inside the organization.

Knowledge-based view doesn’t explain how knowledge should be used to
make it always a resource for sustainable competitive advantage. Without the
"knowledge" of how to profitably use a resource, it is not a resource, it has no value.
Resources without knowledge have no meaning” [81,p.71]. Knowledge as a
resource has all tacit and explicit knowledge of an organization and it’s difficult to
imitate or copy it because it is related to employees of a company. In such kind of
organizations the role of individuals is crucial. They use, transform and create
knowledge for achieving competitive advantage of a company. Knowledge
competence and knowledge-based view of the firm mainly related in terms of
strategic influence of knowledge. Therefore, knowledge competence can lead to
organizational developments.

Endogenous macroeconomic growth theory

Endogenous growth theory assumes that economic growth of the country
purely depends on the internal decisions and is forced by human capital. In this
context, the role of individuals and their knowledge has a dramatic difference and
impact on company, and a country. This theory emphasized the importance of
labour and knowledge capital. In more broader context, the role of innovations and
development of knowledge are closely linked and knowledge capital involvement in
various activities is highlighted. According to Romer technological change is very
important in ensuring the transfer of new knowledge to tangible goods and outputs
of companies' activities [82]. In this theory ideas developed by people lead to the
final goods and services. Therefore, exploration of those ideas is crucial.

Endogenous growth theory assumes that role of R&D and investments in
education create more possibilities for knowledge development and as a result
positively affects economic changes. R&D, technology transfer create long-term
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changes that are able to sustain and support economic development. In this theory,
the role of knowledge has a greater scale of impact. Because of that the role of
government and its policies to boost growth has special focus. In accordance with
the theory, support and favorable conditions for business are able to generate more
knowledge and have positive changes for knowledge spillovers. Knowledge
spillovers are aimed to boost and continuously stimulate knowledge creation and
accumulation. This cannot be done without human capital and skilled labor force.
Therefore, economic development of country is directly linked with these factors
that are aimed to stimulate economic development through generation of
innovations and technological advancement.

In relation to knowledge competence, endogenous growth theory supports
knowledge and its key role in organization. The dependence on internal
environment to stimulate organizational development leads to better and more
complex and unified structural changes in approaching knowledge competence
development on different levels. In this context, the role of government and
interactions with external environment to obtain new knowledge becomes crucial.
Within interactions, organizations are able to accumulate more knowledge which is
relevant as it represents environment where company is operation. Accumulation of
knowledge becomes one of the important conditions for constant generation of
competencies and its implementation in organization's activities to improve
company's performance.

Summary for the first chapter

This chapter discusses theoretical aspects related to knowledge competence in
organizations. Literature review showed the specific differences of knowledge,
competence and knowledge management. Strategic role of knowledge in
organizational context analyzed by many authors was able to create the new field in
management - knowledge management.

Mentioned knowledge management theories explain the process of knowledge
creation and use in organizational environment. The resource-based view,
knowledge based-view and competence-based view of the firm determine the role of
knowledge in the organizational context, and specifically, knowledge as an
organizational competence.

The peculiarities of organizational resources are discussed in order to provide
the deeper understandings of knowledge. The literature on knowledge identified the
complexity of the nature of knowledge inside organizational context, in terms of the
purpose it serves and the role it has inside the company.

The definition of knowledge assets, knowledge capabilities explain the
essential meaning of knowledge competence. Knowledge competence in
organizational setting acts as a capability for company's development of knowledge
in various fields. Therefore, ability of company to use knowledge competence can
stimulate the changes in the performance of organization.

It was proven by several authors that knowledge itself cannot exist in
organization. Therefore, the conditions for knowledge development in organization
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are capabilities of the company which enables to exploit knowledge as an
organizational resource. Definition of knowledge competence identifies its role in
organization, its value to any company and strategic importance to organization.
Theories related to knowledge competence create an understanding of ability of
knowledge to affect any process in company. Knowledge is a unique asset for the
company. Although, its capabilities are essential for its discover and use in the
organization. ldentified four types of knowledge capabilities: learning capability,
culture capability, communication capability and innovation capability creates
possibilities for company's use of knowledge assets available in organization.
Nowadays, highly competitive environment makes knowledge as an only
source for creation of company's competitive advantage. It order to make knowledge
a source for that, companies should find alternatives how to use obtained
knowledge. Knowledge competence is aimed to help organization to exploit its
knowledge. Therefore, the strategic role of knowledge in organizations makes
knowledge competence very important for company's long - term development.
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2 AN ANALYSIS OF KNOWLEDGE COMPETENCE AND
COMPANY PERFORMANCE OF SMALL AND MEDIUM ENTERPRISES

2.1 Assessment of external factors of business development of SMEs in
Kazakhstan

Companies are greatly influenced by the external factors which influence their
activities on the market. Variety of the factors determine different aspects which
potentially can have a positive or a negative influence on organization. Market
conditions which are created by the political environment, macroeconomic
environment, legal environment are also contributing to the SMEs development.

Environmental uncertainty is a factor which affects strategic development and
decision processes in a company [83]. Moreover, uncertainty could be studied in
terms of individual's perceived inability to predict, evaluate the changes in the
environment and how company would deal with them. Uncertainty of the
environment means unpredictability and instability of the environment related to
company. The uncertainty of the external environment of the company is defined by
the information available to the company about key factors related to a particular
industry company operates. Inaccuracy in information creates more uncertainty for
company and requires constant assessment of the external environment to gather
reliable information. Several studies indentified that environmental uncertainty
affects firm performance. The environmental uncertainty could be studied as firm
specific or market based. Firm specific uncertainty is created because of the effect
of different sources that are unique and related to the internal environment of the
firm. Firm specific uncertainty is minimized by company's attempts to gain more
knowledge about environment and use it as a way to minimize negative impact. This
type of uncertainty helps companies to create more links and network with other
organizations. There are several factors influencing environment: economical,
political, socio-cultural, technological, legal and ecological factors. Economic forces
are factors creating macroeconomic environment of the company and economically
influence company's financial position. Economic factors are determined by the
development of country economy and the characteristics of the market mechanisms.
For example, purchasing power depends on the level of current income, prices,
savings, and credit availability. The main factors of this environment include:
growth and decline in industrial production, the level and the rate of inflation,
taxation. When there is growth in the economy, increased consumer spending
increase competitive pressure on the organization. Therefore, decrease in the rate of
economic growth affects the consumer spending and threaten the profitability of the
organization.

Political factors define the political stability and other factors related to
political forces. Political and legal factors are represented by public authorities and
the competing parties and groups. State and market conditions are complex and in
this case political factors characterize the level of stability of the political situation,
the content of government programs and the programs of leading political parties
and groupings. Political and legal factors are the following: changes in the tax law,
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the relationship between business and government, environmental legislation,
monetary policy, government regulation, the government relations with foreign
states countries.

Socio-cultural factors define norms, social values and patterns of behavior of
people in area where company operates. They define preferences, demographic
trends, changes in structure of population. Technological factors determine
advancement that contribute to the production efficiency. Ecological factors
determine the conditions of the natural environment and its influence on
organization. Natural environment is characterized by raw materials needed for
company's operations, energy price increase and the strengthening of state
intervention in the process of rational use and reproduction of natural resources,
pollution of the environment. Changes in the environment and impact on products
that companies produce and offers to the market: shortage of needed raw materials,
energy, pollution, waste management. Companies minimize the risks of uncertain
environment by assess the external environment for identification of possibilities for
growth, improvement, and minimizing the negative impact of it. Environmental
analysis helps organizations to maximize the performance by taking advantage of
opportunities but minimizing threats of the environment.

Dynamism

Environmental dynamism involves changes in technology, market demand and
competitors. Dynamism refers to instability of changes in company's external
environment. Environmental dynamism makes companies introduce new products
and operate on different markets. The degree of predictability of environmental
changes and its influence on organization defines environmental dynamism [84].
Because of the unpredictability and volatility associated with dynamism, constant
changes of business environment is something that companies are facing daily.
Dynamism refers to the volatility and unpredictability of changes in the business
environment that a firm has to deal with. The dynamism of the environment is
characterized by several elements. Changes in the environment itself are
characterized by the rate of change. They affect the legal framework of economic
activities, resources, markets and competitive environment. Factors like economic
changes, technological advancement are affecting the organization. The dynamism
of the environment leads to increase of its influence on the activities of the
organizations related to international operations and foreign markets.

Size

Organizational knowledge and performance differ from company to company.
Studies identified that depending on the size of organization, processes inside it
differ. Because knowledge is a strategic asset for organizations its relationship with
company performance has a major impact on company’s survival. However, the
impact of moderating factor as a size of an organization has an effect on processes
between them. Size of an organization has an influence on its ability to create
knowledge competence. Many studies identified that managing of knowledge is
different in large organizations and SMEs. The size of an organization creates
preconditions for all managing processes in organization, its resources, routines.

43



Organizational size has an impact on managing of knowledge. Therefore, the way
how organization manages knowledge and the way how company use it for the
influence on company performance is different.

Size of an organization determines its flexibility, flow of information and
performance. here are three reasons for large organizations to be more flexible. The
first reason is in organizational ability to use its resources in many ways by sharing
it inside members of an organization. Larger organizations possess different
resources and much more than smaller organization, therefore larger organizations
have possibilities to allocate its resources in multiple ways and differently. The
second reason is in organizational ability to take different processes and share risk
by identifying the most effective ways for particular processes. Because many
processes in organization require most effective and efficient solutions, large
organizations have advantage because they can try multiple solutions and share all
risks easier. The third reason lies in organizational ability to concentrate its
resources on different tasks from different perspectives. On the contrary, some
authors argued that SMEs are more flexible compared to large organizations. SMEs
have less bureaucracy and more quicker in taking decision [85]. Moreover, SMEs
more flexible because their organizational structure allows them quickly to change,
learn and be more adaptable for external environment. Research identified that
organizations with more flat structure have more effective management system there
it has positive impact on managing knowledge in organization. However, large
organizations possess more resources which allow to apply resources for their
strategies more easily compared to SMEs. From this perspective, large organizations
have benefits because it allows them allocate their resources on multiple different
projects and share risk while in SMEs concentration mainly one project and usually
risks are higher than in large organizations. Because organizational structure in most
SMEs is flat it has a more easy flow of information. Large organizations have much
complicated organizational structure with multiple levels where they cannot allow
quick flow of information therefore changes are slow. However, knowledge directly
depends on organizational ability to capture and obtain as much knowledge as
possible. Therefore, organizational resources play crucial role for the all tacit and
explicit knowledge organization can possess. However, in long-term development
organizations ability to capture only needed knowledge which can fit organizational
strategy is essential.

Organizational size has an influence not only on creating knowledge
competence itself but on a relationship between knowledge competence and
company performance. Knowledge competence and company performance are
influenced by conditions which organizational size creates therefore the relationship
between these elements differ from organization to organization. As a result,
organizations tend to have different relationship among these variables. Because
knowledge directly linked to strategy as well as organizational performance,
organizational size helps to communicate strategy either easier or more difficult.
Smaller organizations have less problems in communicating strategy and “get staff
excited about the prospects than in larger organizations” [86, p.417]. Moreover,
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control of knowledge competence activities in larger organizations is harder
compared to SMEs. Because SMEs have more simple structure control mechanisms
are more easier and open. Large organizations have more structure and complex
control mechanisms which are more

SMEs has limited cash flow and concentrate mostly on current performance as
well as having high turnover rate. The high turnover of staff compared to large
organization makes the process of knowledge accumulation more difficult. Size of
organization determines attitude towards the business. Several researchers identified
that SMEs are not as profit oriented as a large organization.

Size of organization has an influence on ability of organization to manage its
costs. However, more simple organizational structure in smaller organizations
doesn’t guarantee company’s ability to manage knowledge. These factors define
trust issues and communications among members of organizations as an important
for organizations. It is argued that with the increase of size, organizational
effectiveness decreases and knowledge processes inside organization are more
slowly.

Thus, size of an organization has can be a moderating factor which affects the
relationship between knowledge competence and company performance.

Industry

The influence of sector on relationship between knowledge competence and
company performance was mentioned in several studies. Researchers identify that
organizations which operate in product and service sectors tend to have different
approaches to managing of knowledge, therefore the impact of knowledge
competence on company performance also different.

Service organizations and product organization have different approach to
managing of their knowledge which is related to their perception of knowledge.
Service organizations and product organizations require specific mechanisms for
managing knowledge, obtaining knowledge, sharing and protecting knowledge.

Knowledge competence in organizations of both sectors is in their human
capital. However, depending on the role of knowledge itself for the success of
organization knowledge competence can differ from organization to organization.
Research in the area of knowledge competence identified that depending on type of
business, knowledge protection methods different. For instance, high-technology
industries where knowledge is crucial for company’s running and production, have
more formal methods for knowledge protection while organizations that doesn’t
depend on such kind of knowledge create mechanisms more simple [87].
Knowledge-intensive organizations have a different approach to managing of
knowledge, therefore the whole process of managing knowledge and making
knowledge organizational competence is different to other organizations where
knowledge is less crucial. However, tacit and explicit knowledge and knowledge
management mechanisms are different in product and service sectors. In some
sectors tacit knowledge is the most crucial for organizational success while other
mostly depend on explicit knowledge which have been stored in organization and
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still have possibilities to help organizations to achieve better organizational
performance.

Knowledge competence in service sector is different to knowledge competence
in production sector. Organizations in service sector provide service and all their
competences already depend on the knowledge they have and possess therefore the
attitude towards knowledge is different in service sector organizations. However,
production sector organizations don’t require less knowledge but knowledge they
have is different from knowledge service sectors have. In production sector
organizational knowledge can be less frequently updated because organizational
processes in this kind of organizations more likely to have a routine and doesn’t
change as often as services could. Knowledge competence in service organizations
directly linked to organizations which have more knowledge intensive services
which require unique knowledge. Therefore, knowledge intensity in both service
and product sectors affect the relationship between knowledge competence and
company performance.

Sector where company operates and performance has a connection in terms of
which kind of impact does the environment of sector affecting the performance. The
external environment of an organization has a significant impact on the processes
inside it. The type of the industry where company operates set the intensity of
competition, type of customers and their expectations, therefore organizational
performance and sector related to each other. Moreover, type of the industry
suggests the type of knowledge and qualities organizations need to possess which
can create its competitive advantage.

Many researchers identified that depending on size of a sector the impact of
knowledge competence on company performance is different. The barriers of the
sector has an influence to the skills and knowledge employees possess, therefore the
more competitive sector the more qualified employees organization need to be to
create and sustain competitive advantage.

Sector sets up the level of knowledge competence in organization. It creates the
internal environment which is influenced by external changes and conditions of a
sector [88]. Therefore, organizations being dependent on the external environment
need to minimize the negative impact of it by using knowledge to improve
organizational situation and solve organizational problems.

Some authors argued that industry characteristics can have an impact on
strategic perspectives of an organization as well as an outcome. Several competitive
environment characteristics affect company’s implementation of strategy and set
activities of an organization such as dynamism (volatility), munificence (availability
of environmental resources to support growth) and complexity/heteroginity
(diversity of competitive environment elements). These characteristics define
organizational possibilities for growth, improvement in performance and sustainable
competitive advantage. However, conditions of external environment don’t limit
organizational opportunities and only create conditions companies.

Firm that exploit new opportunities would outperform those who focus on
exploiting existing opportunities. Therefore, industry where organization operates
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creates preconditions for company’s development and growth possibilities. Many
researchers argued that industry determines organizational possibilities for
diversification and profitability of an organization. This doesn’t identify future
development of an organization and how industry will determine company’s
performance in the future. However, the influence of industry on performance can
set organizational strategies which would be specific for an organization in a
particular industry which has own characteristics. Moreover, these strategies will
differ from organization to an organization and will have different outcomes in each
organization even in the same external environment.

From this perspective organizational knowledge and company performance
depend on an industry and a sector where they operate. The relationship between
knowledge and industry determined by the role of knowledge in particular industry.
Each industry requires different knowledge from organizations and its employees
therefore have the specific knowledge which are essential for a particular company
determine the relationship between industry and knowledge. Moreover, uniqueness
of knowledge available for each organization created by the possibilities of industry
and a sector stimulate organizations to introduce unique combination of knowledge
in each company.

Thus, the impact of knowledge competence on company performance in the
unique conditions of each sector has different outcomes. Company’s ability to
operate in created conditions of the external environment defines its activities,
resources, processes and organizational strategies. Strategic role of the knowledge
creates multiple solutions for organizational strategies which are affected by the
conditions of the external environment therefore possibilities and outcomes of
combinations of knowledge, organizational development and implementation of
strategies as well as performance outcomes are different and unique in each
organization. The influence of sector on relationship between knowledge
competence and company performance creates many possibilities for organizational
performance.

Technologies

The influence of technologies on relationship between knowledge competence
and company performance is related to the possibilities of technologies to be
effective in knowledge processes in an organization. The positive relationship
between knowledge and technologies creates more opportunities for organizations to
obtain, use and apply knowledge. Many researchers argued that managing of
knowledge directly influenced by organizational ability to use technologies in daily
processes. Organizational knowledge has unique characteristics which can bring
value to organization. Therefore organizations tend to use technologies to capture
and keep knowledge in an organization. Tacit knowledge of individuals is crucial
for organization. However, difficulties of keeping this kind of knowledge in
organization stimulate the development and application of technologies in an
organization so that company keep some part of tacit knowledge in a form of
explicit knowledge.
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Organizational tacit knowledge is always changing and developing. However,
organizational processes don’t always require tacit knowledge. Companies use
explicit knowledge which is stored in organization because this knowledge supports
the development of organizational routines and processes which each organization
develops in accordance with its activities. Moreover, explicit knowledge sets up the
level where organizational knowledge doesn’t need to be changed often and should
be shared inside an organization. Having an access to the same knowledge is vital to
any member of an organization because organizational functioning depend on the
access to organizational knowledge database. Any organizational database keeps all
knowledge processes which happened in organizations and allows an easy access to
employees of an organization.

Technologies have a positive influence in different situations, including
employees ability to collect and analyse information and come up with rational
decisions [89]. Constant and on-going update of technologies is needed for
knowledge flow in the organization. Organization of work processes and multi-
tasking are solely depend on technologies and it could be applied in any areas.
Opportunity to use technologies as source to obtain data helps employees to come
up with new decisions and ideas, including innovative solutions. The constant
process of interaction between individuals and technologies is crucial for
functioning of organization.

The interaction between knowledge management and information technologies
creates positive changes and improvements in organization with company's ability
to use technologies for better performance. It is important to understand that not all
technologies can be useful in organization, therefore the right use of needed
technologies help company to manage its knowledge. The decision-making process
based on use of required and essential technologies help organizations to achieve
strategic targets. Even in this, the role of individuals, employees in organization
remains important and strategic for successful implementation of organizational
changes.

In the area of knowledge management, researchers identified that knowledge
management technologies include collaboration, mobile work, content management,
business intelligence, business process management and knowledge sharing [90].
These processes help organizations to share knowledge with the use of appropriate
technologies. Technologies organize and store available knowledge more efficient
and effective while creating more possibilities for its use and application. However,
technologies can minimize the problems of knowledge management but cannot
solve them. The main reason for that is in company’s internal environment,
organizational culture which should be oriented towards knowledge for minimizing
problems related to managing of knowledge.  Successful introduction of
technologies to existing knowledge processes in an organizations stimulate the use
of knowledge by decreasing barriers which can limit humans possibilities to capture
and store knowledge. Ability of organization to use technologies stimulates the
exchange, transfer and sharing of knowledge because there is a possibility to keep
this knowledge in organization.
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Use of tacit and explicit knowledge available for employees in organization
helps companies to generate more knowledge virtually. These days possibilities of
technologies are endless and opportunities that they give create more ways to
stimulate knowledge development in companies. Sharing of knowledge inside one
department, group of people in organization becomes easier and helps individuals to
consider new opportunities for improvement. Although, the certain level of trust is
required and needed, otherwise it is quite challenging for employees to be open and
share their ideas between each other. Apart from that issue, the collective thinking
and ability of use technologies is beneficial.

Several studies consider the importance of knowledge transfer and use of
technologies in large multinational organization. It is highlighted that the
relationship between individuals in bigger organization is more distant. Therefore,
knowledge transfer is considered as a tool that helps individuals to develop new
knowledge within organization. The knowledge can be generated and transformed
with the use of technologies in SECI process, which naturally helps knowledge to
evolve in organization (table 4).

Table 4 - Transformation of knowledge through technologies

Knowledge Improvements
Tacit to Tacit E-meetings, chats
Tacit to Explicit Answering questions, annotation
Explicit to Tacit Visualization, browsable video/audio of
presentations
Explicit to Explicit Text search, document categorization

Source - Adapted from source [91]

Organizations that are willing to invest in technologies may improve
coordination, transfer and use of knowledge. The nature of knowledge makes it
unigue and inaccessible to others. Knowledge coordination requires appropriate
processes and availability of all knowledge to those employees who are responsible
to particular areas in organizational processes. The use of technologies can organize
and facilitate improvements in distribution of knowledge among its members.
Organizational networks stimulate the development of coordination more effectively
and efficiently for company’s use and application of knowledge.

Technologies can make processes of knowledge sharing easier and more time
efficient for any size organization. Knowledge exchange is becoming simplified
with the use of technologies as everyone has equal access to knowledge that is
required for employees decision - making process. Creation of new solutions,
internal improvements of organizational processes and performance possible due to
company's ability to use technologies. Therefore, knowledge and technologies are
interrelated and cause improvements in performance. In the long-term development
possibilities for knowledge and technologies are unlimited because constant update
of knowledge, changes in the environment and internally require all time access to
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possibilities that technologies can provide for the company. In that case,
organizational knowledge and technologies have an important influence.

Knowledge management technology has four processes [92]:

1. Knowledge identification and generation — identification of processes and
creation of new knowledge;

2. Knowledge codification and storage — transforming knowledge with the use
of technologies and storing;

3. Knowledge distribution — distribution of stored knowledge with the use of
technologies in an organization;

4. Knowledge utilization and feedback — wusing and retrieving needed
knowledge in organizational processes and giving feedback about the quality of
knowledge and access to it.

These processes take place during use of technologies for managing knowledge
in an organization.

Companies that implement technologies in their organizational processes has a
certain limitations when organizational culture is not ready for that. Although,
researchers in that area identified that more flexible and open to technologies culture
always contributes to company's knowledge development. It helps organization with
implementation of strategies due to good access to new knowledge and other
sources that makes it easier for employees to use.

Organization that use technologies can use them for different purpose and
according to that they are divided in three groups: knowledge-oriented technologies,
function-oriented technologies, specialty-oriented technologies. Every kind of
technology serves different needs of company. Knowledge management processes
in any organization depend on individual who use them. Employees' ability to
constantly update organizational knowledge with the use of technological tools
determine the level of use and sharing of information. Employees with the use of
technologies create organizational knowledge which is developed and created due
to organizational culture which stimulates knowledge sharing and individual
characteristics of employees only contribute to these processes. There are three
characteristics of information that help employees use it for organizational purposes
[93]:

1. Quality of information — proper interpretation and transformation of
information to knowledge;

2. Accessibility of information — easy access to information positively
influence to employees ability to use it;

3. Ease of use of tools — ability and conditions to use of technology tools.

Long-term knowledge development in organization is only possible with the
use of technologies that are available for company's needs. While internal processes
can stimulate or stop development of knowledge, employees as those who create
knowledge has a great influence on that. The use of technologies contributes to
ability of individuals obtain knowledge and apply it in organizational situations.
Although, different type of technologies are serving different needs of the company.
Knowledge management technologies which are specifically designed directly
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contribute to organizational knowledge development.Various studies on Kazakhstan
have been made by influential international bodies. The World Bank's "Doing
Business™ ranking is useful in identifying the environment where companies are
operating. The methodology of the ranking helps to understand the barriers their
lack or existence to do the business.

Table 5 - World Bank's "Doing Business" ranking of Kazakhstan

Indicator Year
2015 2016 2017
Rank DTF score | Rank(1- | DTF Rank(1- DTF
(1-189) | (0-100) 189) score(0- | 190) score(0-
100) 100)
Ease of doing | 77 N/A 41 N/A 35 N/A
business
Starting a business 55 90,19 21 94,44 45 91,94
Dealing with | 154 58,39 92 68,38 22 79,05
construction permits
Getting electricity 97 72,96 71 74,03 75 73,64
Registering property | 14 89,33 19 83,17 18 83,72
Getting credit 71 50,00 70 55,00 75 55,00
Protecting  minority | 25 65,83 25 66,67 3 80,00
investor
Paying taxes 17 90,04 18 89,18 60 79,54
Trading across | 185 7,87 122 60,39 119 63,19
borders
Enforcing contracts 30 69,33 9 76,62 9 75,70
Resolving insolvency | 63 51,45 47 58,97 37 69,17
Source - compiled by the author based on World Bank "Doing Business"” reports 2015-

2017 [94]

Based on the above, we can see that in the last two years overall position of
the Kazakhstan has improved and country is in the first 50 countries where doing
business is much easier (table 5). In terms of dealing with construction permits
situation has changed very positively, as there are less difficulties now. The trading
across borders indicators also has improved and we can see a positive trend.
Additionally to country ranking World Bank has published the ranking based on
cities in Kazakhstan (table 6).

Table 6 - World Bank's "Doing Business" ranking on cities in Kazakhstan

City Ease of doing | Starting a Dealing with | Getting Registering
business business construction | electricity property
permits
Almaty 1 5 1 1 1
Aktobe 2 8 5 2 7
Kostanay 3 6 2 3 1
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Pavlodar 4 4 6 5 1
Oskemen 5 7 7 4 1
Karagandy |6 3 3 7 1
Shymkent 7 2 8 6 1
Astana 8 1 4 8 7

Source - Compiled by the author based on World Bank "Doing Business" report 2017 [94]

Almaty has better conditions for business, but except starting a business
category which tells that it is not that easy and has a ranking of five (figure 19).

M Ease of Doing Business
Rank

B Starting a Business

Dealing with Construction
Permits

B Getting Electricity

O P N W b~ U1 O N

Wl Registering Property

Figure 19 - Conditions of doing business in cities of Kazakhstan
Note - Compiled by the author according to the data from [94]

Global Entrepreneurship Monitor made a study on Kazakhstan in 2015. They
had identified areas where still entrepreneurs face difficulties and need the
improvements. They are the following, listed in order of priority [95]:

- government policies;

- corruption;

- financial support;

- education and training;

- government programs;

- R&D transfer,

- commercial infrastructure;

- physical infrastructure access;
- capacity for entrepreneurship;
- internal market openness;

- information;

- economic climate;

- political, institutional and social context;
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- cultural and social transfer;

- work force features;

- different performing of small, medium, and large companies.

SMEs are considered as a driving force for economic growth. In the past
decades, the activities of the government were aimed to create favorable conditions
for SMEs development [96]. The creation of the "DAMU" Entrepreneurship
Development Fund in 1997 was one of the important steps to continuously support
SMEs development in Kazakhstan. The main areas where fund is involved are:

1. Financial support;

2. SMEs development.

The "DAMU" fund is helping to attract sufficient funding for SMEs. The
activities of SMEs are coordinated in accordance with Entrepreneurial Code which
is used since 1st of January 2016. According to the Code enterprises are categorized
in several groups (table 7).

Table 7 - Categories of enterprises

Enterprise type Description

Small enterprises individual entrepreneurs without a legal entity
and legal entities engaged in entrepreneurship,
with an average annual number of employees
not more than a hundred people, and the
average annual income of not more than 300
000 monthly calculation index established by
the law on the national budget and applicable
as of January 1 of the corresponding fiscal
year.

Medium enterprises individual entrepreneurs and legal entities
engaged in business not related to small and
large enterprises

Large enterprises individual entrepreneurs and legal entities
engaged in business and meet one or two of the
following criteria: the average number of
employees of more than two hundred and fifty
men, and (or) the average annual income of
over 3 000 000 monthly calculation index
established by the law on the national budget
and applicable as of January 1 the relevant
financial year.

Source - compiled by the author based on https://uchet.kz/month/predprinimatelskiy-
kodeks-respubliki-kazakhstan/ [97]

Moreover, with the acceptance of Entrepreneurial Code the role of National
Chamber of Entrepreneurs "Atameken" becomes more important as a connecting
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element between the state and entrepreneurs. The main activities of the chamber
which is a non-for-profit organization are the protection and representation of
entrepreneurs, participation in government initiatives to develop entrepreneurship,
development of skills and knowledge of human capital, as well as
internationalization of local business.

The main indicators of SMEs

In the figure 20, the dynamics of number of active SMEs in 2005-2015 is
presented. The overall number of SMEs has increased in 2015 compared to 2005 for
almost twice. This tendency shows the continuous growth of the number of
enterprises.
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Figure 20 - Number of active SMEs in 2005 — 2015

Note - Compiled by the author according to the data from [98]

In terms of region activities of SMEs, the leader is the South Kazakhstan
region, Almaty region and Almaty. These results represent economic activity of the
regions compared to the rest of the country (figure 21).

Moreover, the positive tendency of growth is present in each region which
indicates consistency in the government policy, support and stimulation of SMEs
over the past 10 years. The activities of government such as different sources and
mechanisms to provide SMEs with not only financial but also management support
lead to the positive trends. This is also supported by the production output of SMEs
in millions of tenge in 2005-2015 (figure 21). As it is seen from the graphs, the
output of the SMEs is increasing which resulted in the improvements of the
indicators on the country level (figure 21) and regional (figure 22).
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Figure 21 - Number of active SMEs by region in 2005 - 2015

Note - Compiled by the author according to the data from [98]
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Figure 22 - The production output of SMEs in millions of tenge in 2005-2015

Note - Compiled by the author according to the data from [98]

The production output by regions represented by two biggest cities: Astana and
Almaty. This is a logical representation of population’s ability to purchase goods in
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biggest cities as well as the increase in demand for goods (figure 23). The drastic
difference between big cities and regions demonstrates fewer activities happening in
regional SMEs development compared to areas where SMEs should be active by
definition. However, Almaty and South Kazakhstan region are the leaders in terms
of active enterprises. While Astana is sharing the fourth position with East
Kazakhstan region.

The overall dynamics of SMEs has the positive trend which is confirmed to
SMEs contribution to the GDP of the country. However, the latest changes in
macroeconomic environment had demonstrated the number of changes which might
have the long-term influence to the economic growth of the country.

Despite that, all activities targeted to stimulate economic shifts in the country,
have its positive results and contribution. Government support and attraction of
capital to various industries demonstrate the complex and systemic processes to
stimulate development of SMEs.
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Figure 23 - The production output of SMEs in millions of tenge
by region in 2005-2015

Note - Compiled by the author according to the data from [98]

56



The input of SMEs to GDP is presented in figure 24. Over the past 11 years it
has increased from just only 10% to 25% which indicates the steady input of SMEs
activities into country's GDP.
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Figure 24 - The input of SMEs to GDP in 2005-2016

Note - Compiled by the author according to the data from [98]

On the regional level the contribution of Astana is quite dramatic compared to
other regions. Although, over the past 11years there is a positive contribution from
each region (figure 25).
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Figure 25- Contribution of regions to the GDP in 2005-2015

Note - Compiled by the author according to the data from [98]
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Number of population involved in SMEs activities has increased over the past
years. Compared to 2005, this indicator has increased from below 2 000 000 people
to over 3 000 000 people employed by SMEs (figure 26).
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Figure 26 - Number of population involved in SMEs
activities in 2005-2015

Note - Compiled by the author according to the data from [98]
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The key indicators of SMEs in Kazakhstan showed the positive trend of SMEs
development in the country. The government support of SMEs ensures needed level
of stimulation of the development. Moreover, the active enterprises shows that
actually there is an output which contributes to GDP as it is well known that SMEs
are aimed to develop economies of the country. Due to the recent changes of the
natural resources market and economic changes in the country, the role of SMEs
becoming even more important. Although, current economic situation creates extra
difficulties for business. The political and economic integration in region also
greatly to contributes to the stimulation of the development of competitive
advantage in local companies which will enable them to survive and compete on a
global scale.

In the figure above, we are suggesting the way to understand indicators of
knowledge competence, company performance and the external environment which
has an impact and the studies by World Bank and GEM has studied them.
Knowledge competence indicators are represented by number of employees in
organization, use of technologies, expenditures on trainings and business, and lastly,
number of employees who have received the training. The company performance
indicator can be analyzed by net profit of organization, introduction of new products
and services and sales growth. In the sections below we will be providing
information on the study of SMEs in Kazakhstan.

2.2 An analysis of existing capabilities as determinants of knowledge
competence structure

Educational project "Business Communications” implemented in partnership
with The National Chamber of Entrepreneurs of the Republic of Kazakhstan
"Atameken" and the Institute of Engineering and Information Technologies (IEIT)
Kazakh-British Technical University aimed to provide support to small and
medium-sized entrepreneurship, carrying out its activities in priority sectors within
the framework of the "Business Road Map - 2020" program and is intended to
develop knowledge in area of entrepreneurship and to improve competence of
existing businessmen.

The first stage of the program was implemented in Kazakhstan and included
the improvement of the business qualifications of the participants. Through in these
business trainings, entrepreneurs received skills in two main sections: managerial
competencies and knowledge in the field of foreign economic relations.

During the training process, participants developed their own business plans or
product. The second stage provides for a free four-week thematic business training
in Germany at similar enterprises and establishing business contacts with foreign
partners in direction which involves knowledge transfer with foreign partners.
Entrepreneurs were trained in five groups:

- group one - 77 (Almaty);

- group two -57 (Astana);

- group three - 22 (Ust-Kamenogors), 29 (Astana); 62 (Shymkent);

- group four - 33 (Almaty); 68 (Karaganda);
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- group five - 34 (Atyrau); 122 (Astana) and 43 (Kostanay).

Total number of trainings both online and on-site more than 450.

The trainings were aimed to develop and enhance competencies of individuals
and aimed to influence their individual performances and well as long-term
performance of organization.

In order to analyze the knowledge competence indicators of SMESs operating in
Kazakhstan we have analyzed indicators of the following companies (table 8).

Table 8- Information about studied SMEs

Name of company Year Size Service/Product Number of employees
established
1 2 3 4 5
Keremet Holding 2016 Small Service 3
WII "Ma ®pa" 2016 Small Service 10
C&IEC 2012 Small Service 2
WIT "I>xapneixanosa” | 2015 Small Service
TOO 2013 Small Service 8
"MexayHapoaHbIH
uentp EBpazus"
WUIT Morning Express | 2010 Small Service 2
HIT SSA Consulting | 2010 Small Service 10
busnec bacray 2013 Medium | Service 47
CIIK "IIpemunym 2016 Small Product 2
HHUBBA"

Note - Compiled by the author

The majority of studied SMEs are providing services to the market and belong
to the small business. Through the comparison of the above companies we will be
able to understand their activities and processes within the organization.

Learning capability provides organization with the constant knowledge flow. It
makes knowledge of individuals in the organization update frequently and be in the
process of change. Because knowledge learning process involves constant changes it
needs flexible environment which ensures that all knowledge existing can be learned
between employees of an organization and limited barriers support knowledge
learning. The first one is the processing happening during knowledge learning.
Secondly, conditions which exist and affect knowledge learning. Thirdly, the impact
of knowledge learning on business performance.

Senge considered knowledge learning process as a determinant for the success
of organizational performance [99]. The main aim for knowledge learning capability
IS to improve sales, increase customers which will influence to long-term
development and performance of a company. According to Prieto and Revilla
"organizations having a superior learning capability are able to coordinate and
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combine their traditional resources and capabilities in new and distinctive ways
providing more value for their customers and, in general, stakeholders than can their
competitors™ [100, p.170].

Some authors identified the positive relationship between learning and
financial results of organization. Moreover, Cesnovar identified that apart from
improvement in financial performance, learning capability affects employee
mobility and motivation, better response time, quick implementation of changes in a
company [101]. Nevertheless, effects of learning capability on company
performance cannot be limited only by financial indicators. Learning capability is
important for competitive advantage of an organization because it is hard to copy
and helps for product development, customer service. Moreover, companies that
know about customers and competitors are more likely to have a more successful
performance because of their knowledge of trends and changes. Companies that
have learning capability can combine traditional resources in new ways which are
different from competitors, therefore, providing more value to customers and
stakeholders. This leads to improved reputation, development of new products or
services. Learning capability positively affects for improvements of quality,
company's growth and its profitability. Many researchers argued that in order to
have superior learning capability it is important to promote individual, team and
organizational learning. It means that all levels of the company experience enhanced
learning and performance improvements. Several studies identified positive
relationship between learning capability, firm strategy and performance [102,103].
The positive relationship between learning capability and organizational
performance was identified in both small organizations and big organizations.
However, indicators used to measure learning capability as well as performance are
different and there is no consistent measure for that.

In the analyzed companies employees were exposed to the trainings and have
been able to obtain new knowledge. Despite the size of organizations and number of
employees they have been trained to obtain new knowledge in the area of
entrepreneurship, professional and communicational skills development. In the
figure below, we analyzed the training expenses of studied companies (table 9).

Table 9 - Expenditures on trainings in 2012-2016

Name of company Expenditures on trainings in 2012-2016, in tenge
Keremet Holding 500000

HIT "Ma ®pa" 100000

C&IEC 3000000

HIT " >xapasixanoBa” 200000

TOO "Mexnynapoausrii meatp | 400000

EBpaszus"

HIT Morning Express 500000

HIT SSA Consulting 1300000
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busznec bacray 3500000

CIIK "IIpemuym HuBBa" N/A

Note - Compiled by the author

As we can see from the table above, companies spend money on trainings
consistently except CIIK "IIpemuym HuBBa" Which just started it operations and
hired people without even spending money on teaching as they had to do on the job
training which does not really required any extra spending from them. Companies
had spent around 1 million tenge on average. This indicator represents their
investments in human capital and its development. Taking into consideration the
fact, that majority of studied companies are small, we think that these investments
represent deep understanding of the importance of new knowledge for company's
development.

Within the same perspective organizational culture is influential.
Organizational culture influences performance when values of a particular culture
are shared among employees. From this perspective, the stronger the culture the
more it affects the performance of employees. Different cultures influence
differently company performance.

According to Paulin et al. culture related to effectiveness of service
organizations [104]. Moreover, several authors identified that adaptive culture
affects performance in big organizations. It was identified that culture affects
expertise of employees, teams and overall organization. Moreover, Tseng identified
that adhocracy improves organizational performance more than hierarchy or clan
culture. More adaptive culture improves organizational performance because it can
understand and satisfy the needs of stakeholders. In terms of influence on financial
performance, Barney identified that strong cultural values and superior financial
performance are related to each other [105].

It is important to take into consideration leadership in SMEs, as very often
leaders are those who bring themselves an organizational culture. Management style
defines the organizational processes and creates approaches of how organizational
knowledge is managed. Different management styles show different attitude
towards management of organizational processes. However, leadership role in
managing knowledge is significant for organizations. Many authors studied the
impact of leadership and management style on knowledge management processes in
an organization. Leadership plays important role in creating an environment in
organization where employees are encouraged to participate in knowledge
management processes. The role of leaders is unique and different management
styles create different outcomes for organizational performance. In the context of
managing knowledge, organizations should be aware of the management style and
leadership.

The role of managers in implementation of knowledge is influential. They help
to create knowledge environment which stimulates employees to create, share and
apply knowledge. Some authors argued that resources need to be allocated rightly
for the development of new knowledge through sharing in an organization. Later in
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2012 von Krogh et al. has introduced the framework that ranges from centralised to
distributed leadership at three layers of activities [106, p.349]:

1. A core layer of local knowledge creation;

2. A conditional layer that provides the resources and context for knowledge
creation;

3. A structural layer that forms the overall frame and direction for knowledge
creating in the organization.

Leadership behaviour should bring benefits for organizational use of
knowledge. Therefore, management style should stimulate knowledge related
processes and develop organizational practices in the area. However, research
showed that adaptor style can stimulate knowledge management in an organization
and promote knowledge management initiatives.

Gulski introduced the measures of knowledge-management system which has
different styles such as enquire-based style, traditional style, direct-instruction style,
enquiry-based traditional style, direct-instruction traditional style, enquiry-based
direct-instruction style and balanced style [107]. The study identified that
organizational knowledge management style connects to the methods of
organisational learning processes in an organization.

Some authors argued that lack of leadership in an organization has a negative
impact on implementation of knowledge management initiatives, therefore role of
leadership in managing organizational knowledge is important. Leadership role
defines the quality of contributions of employees to the development of
organizational knowledge.

Leadership style has an influence on organizational development of learning
practices. The level of success in learning was determined by ability of leaders to
encourage learning in an organization and create possibilities for knowledge
development when it is needed.

The role of managers in managing knowledge in an organization is important
for knowledge-sharing processes. Moreover, the example of a leader sets up path for
employees in an organization to follow and move towards effective knowledge
management processes. However, some authors argued that leadership style for
leaders is crucial because it stimulates knowledge management on all organizational
levels. The role of management style is influential not only on top level but also on
middle level because middle level managers connect bottom and top level and create
connection between them. According to Takeuchi middle managers mediate
between top level and bottom level employeesknowledge [108]. Moreover,
leadership role is essential for resolving conflicts related to knowledge management.
They identified leadership style of people is significantly related with organization’s
knowledge management practices. Moreover, the leadership style significantly
predicts the art of knowledge management practices in an organization. Therefore,
the role of leadership style on knowledge management practices is significant and
gender of a leader doesn’t affect leadership style and knowledge management
practices.
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Some authors argue that transformational leaders are able to impact
performance of an organization. Any leadership style requires trust between
employees and leaders for successful outcomes. Ability of leaders to create trust and
support environment ensures that employees are ready to follow leader, trust each
other and create networks which promote knowledge development in an
organization. The relationship between leader and subordinates reflect to the whole
management in an organization and performance. Some authors stress the
importance of networks for organizational performance development. According to
Hyypia and Pekkola (2011) leaders create loyalty, respect and willingness of
employees to create more [109]. Management style reflects in the motivation of
employees, their involvement into work process, encouragement of employees to
perform better for achieving organizational goals. Moreover, leaders have a power
to create vision and goal for every subordinate to create a long-term purpose for
everyone in an organization.

Leadership considered as one of the enablers of knowledge management
among technology, culture and measurement. However, leadership role in
successful management of organizational knowledge is expected to be in innovation
development. Leadership in knowledge management have possibilities to stimulate
decision-making process in an organization where employees are encouraged to
develop innovations through collaboration. Moreover, employees’ involvement in
decision making process may ensure organizational long-term development because
collaborative environment always creates place for new knowledge development,
knowledge sharing processes which can lead to that.

Leadership has a possibility to change processes in an organization and
persuade employees with showing new ways for achieving organizational goals.
Kotter argued that leadership can define success of an organization because it
ensures that organizations have future vision and can adapt to changes.

According to Anantatmula and Kanungo (2010) organizational leadership and
culture can create successful knowledge management system [110]. From this
perspective, strategic focus on knowledge management is important for an
organizational success and collaboration inside an organization. The knowledge
competence of an organization depends on management style which have an
influence on mechanisms of managing knowledge in an organization.

The influence of leadership on organizational performance is very important.
Leadership creates possibilities for organizational performance to change and
develop through creating of sustainability in an organization.

Many authors argue that leadership has an impact on organizational outcomes.
The style of management ensures that organizational processes are directed towards
achieving organizational goals. Management of knowledge is related to individuals
and leadership style affects processes happening inside an organization. On the
contrary, each employee has unique knowledge and leadership style only creates
possibilities for sharing it with others. Therefore, successful leadership can create a
positive influence on organizational performance.
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Organizational performance and leadership are related to trust. Douglas and
Zivnuska argued that leadership where trust exists in an organization has strong link
with company performance. They identified that trust in leadership and sales show
strong connection. Ability of leaders to create trust in an organization stimulates
individual to contribute to organizational success, therefore trust shows that
individuals are valuable for company’s success [111].

Thus, the relationship between knowledge competence and leadership defined
by ability of leaders to create conditions inside an organization where employees
can feel trust and loyalty to obtain new knowledge, share knowledge for achieving
company’s goals. Leaders role in creating environment related to creating culture
which can ensure that employees feel valuable for organization and have an
influence in decision making process. Collaborative environment encourages
individuals to apply and use their knowledge when there is a need to solve
organizational problems. The relationship between leadership and organizational
performance defines the success of leadership in an organization. Studies identified
that effective leadership contribute to organizational results. Therefore, role of
leaders in organizations very influential for company’s survival and creating an
environment where everyone in organization engaged in organizational
development, achievement of organizational goals and following one strategy which
Is aimed to improve company performance. The number of employees who have
been trained within these organizations have been studied (table 10). In this context
the performance of employees and their ability to share knowledge depends a lot on
organizational culture and role of leaders in the organization.

Table 10- Information about performed trainings in SMEs

Name of the company | 2012 | 2013 | 2014 | 2015 | 2016 | Number | Total Number of
of Employees
trainings
in 2012-

2016

Keremet Holding - - - - 3 3 3

UIT "Ma ®pa" - - - - 0 0 10

C&IEC 1 0 1 2 2 6 2

UIT I>xapnsixaHoBa | - - - - 1 1 2

TOO - 1 1 1 1 4 8

"MexayHapoaHbIN

ueHTp EBpazus"

WIT Morning Express | O 0 0 1 2 2

UIT SSA Consulting |1 3 4 4 6 18 10

busnec bacray 3 2 3 10 30 48 47

CIIK "IIpemuym - - - - 0 0 2

HuBBa"

Note-Compiled by the author

65




As we can see from the table above, studied organizations had been able to
send employees to trainings, and majority of them were consistent with that. For
example, in the company busnec bacray they had been able to organize trainings
consistently every year and as company is considered as a medium enterprise we
can see how strong they're in developing their human capital, benefits that people
can bring to the organization. The trainings is not the only way how companies can
enhance their knowledge, it also can be done with use of technologies enabling them
to make an access to knowledge easier.

The importance of technologies in development of any organization could be
identified as a strategic and key to company's development. Changes in the
environment, increased competition makes the development of new strategies
essential for company's survival on the market. The main aim of technologies is to
create technological advancement and help company to enhance its achievements.
Many studies found out the positive relationship between development of
information technologies and company's productivity levels. Although, only
constant development and implementation can make improvements in long-term
perspective. It is well-known fact that technologies require some financial
investments and from this, the larger organization then it is easier for it to obtain
resources for new technologies. Moreover, constant technological advancement
makes it even harder for SMEs to introduce them in companies. Therefore, it is
always challenging for SMEs to obtain new technologies.

Technologies stimulate the development of interactive learning and increase
company’s ability to adapt to changes. The use of information and communication
technology (ICT) helps organizations to obtain more knowledge and provide an
access to experience-based learning for employees. Technologies make diffusion of
knowledge easier and engage employees in development of innovations. Moreover,
technologies can increase the speed of changes in organization because it gives
different dimension to employees’ knowledge and stimulates more innovative
processes in organization. Access to all knowledge available in organization through
repositories of knowledge encourages employees to find better solutions to solve
organizational problems.

Technologies help organizational members create networks where knowledge
can be shared and used to improve position of an organization [112]. Organizations
develop knowledge better in more flat organizational structure compared to
hierarchical, therefore technologies give opportunity to make everyone’s access to
knowledge more equal and less defined by position or status in organization.
Technologies stimulate communication processes in organization which creates
more flexible environment in an organization and help employees to maximize the
use and application of available knowledge.

Some authors argue that IT doesn’t always have positive impact on business
performance. This paradox means that IT doesn’t improve company performance
but helps competitors to copy it. However, several studies identified that IT has an
impact on strategic performance and operational performance. Thus, organizations
have possibilities for improvement of operational performance and strategic

66



performance therefore organizational ability to minimize the negative impact of IT
paradox can create more possibilities for organizational development in long-term.

Company’s technology strategy has three variables such as technology
capabilities (internal and external strategies that develop technological capabilities),
technology adoption and diffusion (technology diffusion and adoption in an
organization), technology competence (company’s strategy to develop
technologically competence employees who can use technologies) [113]. IT
capabilities such as IT infrastructure, human IT resources and IT-enable intangible
resources are aimed to enhance organizations business performance through using
other organizational resources on the same level as IT resources [114]. IT business
value and IT resources stimulate the development of organizational performance
and create possibilities for organizational growth and improvement. Moreover,
increased possibilities for organizations due to use of IT stimulate the development
of internal processes and business processes in an organization.

Some authors identified that technical IT skills can increase organizational
absorptive capacity. They argue that technical IT skills can improve organizational
ability to perceive information because IT creates storage and helps employees to
access information when needed. Moreover, organizational ability to retrieve
information through IT helps organization to create networks and obtain and create
new knowledge. Companies which lack absorptive capacity cannot use all
organizational knowledge and implement it into their organizational processes
therefore organizational ability to capture knowledge and apply it when needed is
crucial for company’s improvements in performance.

The role of IT skills and organizational performance enhance possibilities of
absorptive capacity in organization. Many studies argued that absorptive capacity
has a direct impact on organizational performance because it creates changes in an
organization through adaption to external environment. Moreover, this creates
possibilities for organizations to bring innovation through new knowledge and
created changes.

IT competency is related to ability of an organization to use technologies for
organizational improvements. Some authors define three categories related to IT
competency: IT knowledge, IT operations and IT infrastructure. These categories
identify organizational possibilities to understand and apply benefits of IT. IT
knowledge “describes the degree to which the organization understand capabilities
of existing and emerging IT”, IT operations refers to “IT-related methods, processes
and techniques that may be needed if these technologies are to create value”, IT
infrastructure refers to “artifacts, tools and resources that contribute to the
acquisition, processing, storage, dissemination and use of information” [115, p.646].
IT competency allows organizations to use technologies available to organization
through creation of organizational routines which support use of stored knowledge,
transformation of tacit knowledge to explicit and ensuring of easy knowledge
application processes in an organization. IT creates opportunities for organization to
share knowledge more efficiently and effectively. However, IT creates possibilities
for organizational knowledge application process to be more effective because of

67



technical support which directs employees’ decision-making process to the core of
an issue. Organizations which use IT in daily operations tend to have more
organized knowledge which is more easily to coordinate and implement in
organizational processes. Because management processes in an organization closely
related to organizational performance, the influence of IT on both and their
relationship ensures that technologies can influence the relationship between
knowledge competence and company performance. IT competency has a positive
impact on knowledge processes in an organization. Therefore, organizational ability
to use IT helps it to manage knowledge and create more opportunities for the
development of knowledge and innovations. Because IT competence includes
knowledge as a category it stimulates facilitation of organizational knowledge
through processes and determines which knowledge are required for organizations
and encourages employees of an organization to obtain new knowledge.

In the studied organizations technologies have a minor role. In the table below
we can see the use of technologies (table 11).

Table 11 -Use of technologies in SMEs

Name of company Number of additional technologies (except
standard Microsoft Office)

Keremet Holding

HII "Ma Ppa"

C&IEC

UIT " Ixapnbixanosa'

TOO "MexnyHapoansiii ieHTp EBpazus"

UIT Morning Express

HIT SSA Consulting

busnec bacray

| O O k| O O O | O

CIIK "IIpemnym HuBBa"

Note - Compiled by the author

Regarding the expenditures on technologies in the past five years, the
maximum that companies were able to spend is 17,5 million tenge (figure 28). Due
to the nature of SMEs this number is much lower compared to organizations bigger
in size and with enough funds for funding technologies.

As we can see in the figure below, studied organizations had spent on average
6 millions tenge on trainings over the past years. Many researchers argue that
influence of IT on managing of knowledge stimulates the development of
organizational processes, performance and improves productivity and creativity of
employees. However, there is no direct connection between the influence of IT and
knowledge management and financial performance. Therefore, IT processes in an
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organization stimulate organizational capabilities to have an influence on
preconditions for the development of organizational competitive advantage.

Keremet Holding

CMK "Mpemnym

C&IEC

nn
[rKapabixaHoBa

"MexayHapoaHbl
" ueHTp EBpasua"

Express

Figure 28- Expenditures on technologies

Note - Compiled by the author

Organizations which use technologies face a problem of substitutability of
technologies which makes it difficult for companies to create long-term
development possibilities. However, ability to manage knowledge outside of
technologies creates more opportunities for organizations develop value and develop
high-order process capabilities.

IT resources stimulate company’s product and process innovations. Ability of
organizations introduce technologies to routine business operations ensures that they
are developing possibilities for innovations. Research in the area of technologies
and managing knowledge defines that creating of appropriate culture which can help
to use benefits of technologies is crucial for organizational success. Intrapreneurship
culture determines the implementation of innovations and environment inside an
organization which can stimulate the relationship between technologies and
employees. They identified intrapreneurship culture lead to higher sales growth,
market share growth and product and market development. Many authors defined
the role of culture in knowledge creation process therefore in relationship to
technologies its role highlighted and determines success. Innovativeness of an
organization depends on environment which will support both process and product
innovations. The role of individuals becomes significant. Ability to motivate and
encourage employees for knowledge sharing and developing it within the context of
supporting technologies determines the level of organizations acceptance of changes
and new approach towards managing organizational processes. Because
environment which stimulates the development of organizational knowledge
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through technologies doesn’t limit possibilities it helps organization to develop
knowledge in different areas and creates alignment of employees’ knowledge with
the strategic development of an organization.

The close relationship of technologies to generating more knowledge in an
organization makes it very influential for organizational knowledge competence.
However, conditions in an organization define the success level of technology
implementation and its ability to create knowledge and apply it. Moreover,
organizational ability to create appropriate culture motivates employees to use
technological benefits and therefore be more innovative in solving organizational
problems. Technologies being an organizational resource have a very important
strategic influence on whole organization. Because companies operate in fast-
changing environment nature of technologies supports and encourages organizations
to evolve and be more innovative. However, ability of organizational environment
to motivate and encourage employees creates multiple possibilities for
organizational development. Therefore, organizational knowledge and technologies
have a close link which affects to the organizational development in long-term.

Innovation capability

Some studies reveal that new knowledge development is related to company’s
competitive advantage because it is reflected in its openness to changes.
Organizational perspective on innovation capability refers to introduction of new
processes, products or ideas in the organization. Moreover, the capacity to innovate
includes skills, knowledge and capabilities that are able to help organization use
them more quickly than other organizations on the market. Innovation is the
capability to improve performance of the organization in relation to new knowledge.

Normally, organization's ability to innovate closely linked with the knowledge
exchange, sharing and transfer which occurs a lot during business trips and
connections with stakeholders of organization. The boost in company's ability to be
more creative directly reflected in individual's perception of knowledge richness and
their ability to use whatever was learned.

In the table 12 below the expenditures of SMESs on business trips are presented.

Table 12- Expenditures on business trips in 2012-2016

Name of company Expenditures on business trops in 2012-
2016, in tenge

Keremet Holding 500000

UII "Ma dpa" 100000

C&IEC 2500000

MIT " IxapnbixaHoBa" 200000

TOO "MexnyHapoaubiii nentp EBpazus" 800000

HUIT Morning Express 500000

HUIT SSA Consulting 1300000

70




buznec bacray 4500000

CIIK "IIpemuym HuBBa" NA

Note - Compiled by the author

As we can see from the table above, expenditures are ranging from 100 000
tenge up to 4,5 million tenge. This numbers represent company's willingness not
only to travel for business reason but also the chance to be exposed to new ideas,
and opportunities.

Innovation capability closely related to firm performance. Many researchers
identified positive link between innovation capability and organizational
performance. According to Hult et al. it creates possibilities for survival and success
of the company [116]. Moreover, different type of innovations affect differently
performance of the company. Organizational innovations influence coordination and
affect efficiency measures of company while technical innovations influence
competitiveness and affect results of effectiveness measures. Innovations have
positive effect on business performance. Moreover, companies which have
innovation capability are better at responding and reacting to changes in customers'
needs. Therefore, innovations influence to the products development which leads to
better financial performance [117]. Moreover, innovations lead to improvements in
the sales, employee growth and their productivity.

2.3 An assessment of company's market and organizational performance
as the company's performance key indicators

Companies measure their performance for several reasons. Neely argued that
performance measurement has certain reasons: checking position, communicating
position, confirm priorities and compel progress [118]. Checking position includes
scanning of current position of organization and comparing it with competitors.
Communicating position reflects the ability of company to have an open
communication process with stakeholders and company's ability to share important
information with them. Confirm priorities — results help organization what is
valuable for their performance and what should be more stressed. Compel progress
— companies know specifically what they need to improve based on the analysis of
company performance and they set goals based on a recent analysis. Company
performance can be measured by financial and non-financial indicators. Many
authors identify multiple indicators and measurement approaches for company
performance. However, the most popular are key performance indicators and
balanced scorecard approach. Key performance indicators (KPI) shows changes in
the organization in dependence with changes over some period of time on
specifically developed indicators for particular industry or company. These
indicators usually represent several areas which are important to company and
crucial for organizational development. Many authors argue that key performance
indicators is quite subjective in measuring company performance because it changes
in different companies and industries. Moreover, key performance indicators are
limited in identification of company performance in multiple areas because usually
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there is a certain elements which are examined and based on that, company
performance is identified.

Key performance indicators are essential for general identification of
company's performance because it shows some of the company's changes over some
period of time and how company have implemented new strategies and ideas.

KPI allows organization to define what elements are important and how
company can use them to improve its performance. Depending on the type of
business, industry KPI can differentiate and change over some period of time.
Strategic development of company have a great impact on development of KPI as
well as other results of company performance. It is important for organizations to
use more precise to identify criteria by which company performance using KPI can
be measured. For monitoring of company’s results it is crucial to use the same
system each year so that results can be comparable with the previous period.
Moreover, implementation of KPI has own preconditions. Organization should have
clear goals which can be measured as well as organizational process which has clear
objectives for development.

Kaplan and Norton developed a model for measuring company performance —
balanced scorecard approach is a mix between financial and non-financial indicators
which allow to measure the performance of a company [119]. This measurement
model includes several criteria: financial perspective, customer perspective, internal
process perspective and learning perspective. Financial perspective is related to
measuring financial indicators of company and its changes over certain period of
time. Customer perspective is aimed to measure customers satisfaction and ability of
a company to meet expectation of customers. This element of balanced scorecard
approach is very important because it shows to which degree company can meet
expectations of customers and how well company can differentiate from its
competitors to increase customers' loyalty. Internal business perspective is aimed to
measure the effectiveness of processes which make changes inside the organization
and can make positive changes in organization which can result in changes of
company's performance. Innovation and learning perspective represents ability of
company use new knowledge and skills and an access of employees to them.
Moreover, learning perspective shows the degree to which company use innovations
in their operations.

According to Venkataram and Ramanujam company performance has several
dimensions: financial performance, business performance and organizational
effectiveness [120]. Financial performance measures financial indicators of the
company such as return on assets, return on equity and return on sales. Business
performance includes market-based measures and value-based measures.
Organizational effectiveness measures social responsibility, employee satisfaction,
product quality. The nature of SMEs makes it hard to obtain objective data about
financial indicators of the company performance. Perceived organizational
performance and perceived market performance measure both financial and non-
financial indicators of the company.According to Delaney and Huselid (1996)
perceived organizational performance measures product quality, customer
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satisfaction and new product development and perceived market performance
concentrates on economic outcomes of the company performance such as
profitability and market share [121].

Knowledge assets are considered as firms intangible resource which is essential
for a sustainable competitive advantage. Resource-based view and knowledge-based
view of the firm state that the main purpose of knowledge in the organization is to
help it achieve sustainable competitive advantage. However, the knowledge assets
are complex and have many elements which affect different areas in the
organization. Thus, knowledge assets are considered as a resource to compete with
other organizations. The nature of knowledge means constant change, therefore,
knowledge in organization is always changing.

Research by Hou and Chien also related to dynamic capability perspective
which shows the relationship between dynamic capability, market knowledge
management competence and business performance [122]. Moreover, this study
identified that market knowledge management competence and dynamic capabilities
have a positive impact on business performance. This study considered market
knowledge management competence which is a knowledge asset of organization.
However, this study doesn’t represent the whole knowledge assets of organization
but some part of it.

Strategic development of an organization and role of knowledge assets
determine the relationship between them. Knowledge assets are important for
company because they help to achieve organizational objectives on the strategic
level. Knowledge-based view of the firm highlights the strategic nature of
knowledge for organization. Therefore, the connection of knowledge and strategic
development of an organization is very important for organization. Nonaka stated
that “in an economy where the only certainty is uncertainty, the one sure source of
lasting competitive advantage is knowledge. When markets shift, technologies
proliferate, competitors multiply, and products become obsolete almost overnight,
successful companies are those that consistently create new knowledge, disseminate
it widely throughout organization, and quickly embody it in new technologies and
products” [123, p.96]. Organizational knowledge assets are created from individual
knowledge assets, thus the knowledge of the entrepreneurs have an impact on firm
performance meaning that educational level, skills and knowledge are important for
company performance of SMEs.

According to Lerro et al. there are four knowledge asset assessment strategies
[124]:

- Knowledge asset measurement strategy (KAMYS);

- Knowledge domain assessment strategy (KDAS);

- Knowledge asset accounting strategy (KAAS);

- Knowledge asset communication strategy (KACS).

The KAMS strategy measures organizational knowledge assets for achieving
goals in organizational performance. The KAAS strategy aimed to monitor and
collect information of existing knowledge assets in the organization for the future
development of organizational knowledge assets. The KDAS strategy is aimed to
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identify and analyze organization’s competencies and develop organization’s
knowledge asset growth. The KACS is aimed to identify company’s value and
communicate possibilities for increase of company’s value externally.

Knowledge assets have an impact to organizational performance [125].
However, effectiveness and efficiency of organizational performance depends on
organization processes and competencies. It means that internal processes in the
organization ensure successful use of knowledge and any other competencies which
help to improve performance.

Different studies discuss the impact of knowledge assets. Teece (1998)
identified that “the competitive advantage of companies in today’s economy stems
not from market position, but from difficult to replicate knowledge assets and the
manner in which they are deployed” [72, p. 62]. Human capital considered as one
of the intellectual capitals which have an effect on performance of the organization.
However, it was identified that structural capital affects organizational performance.
Relational capital also affects performance of the organization. Youndt et al.
identified that knowledge assets positively affect company’s organizational
performance [126]. Studies by Wong and Aspinwall stated that relationship capital
have an impact to the improvements in performance. Knowledge assets are
represented by different sources which affect to the creation of value from different
perspectives [127].

As analysis of the performance can be divided to market performance and
organizational performance. We have analyzed the sales growth of the organization.
In the table 13 below, we can see the positive sales growth occuring in all
organizations, within the period of 2012-2016.

Table 13 - Sales growth in the 2012-2016

Name of the company Year of 2012 2013 2014 2015 2016
establishment

Keremet Holding 2016 . . . - 17%

UII "Ma ®pa" 2016 - - - . 5%

C&IEC 2012 3% 5% 4% 8% 15%

HIT Jl>xapasixaHoBa 2015 ) . . 30 50

TOO "MexyHapoIHbIi 2013
ueHtp EBpasus”

- 3% 5% 5% 6%
HNIT Morning Express 2010 304 204 5% 4% 4%
HIT SSA Consulting 2010 4% 4% 7% 8% 10%
busnec bacray 2013 7% 9% 18% 2204
CIIK "lIpemuym HuBBa" | 2016 - - - - 3%

Note - Compiled by the author
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Organizational strategies determine which knowledge is essential for
organization and ensure that knowledge brings value to an organization.
Organizational strategies represent paths for knowledge assets and possible ways for
the development of knowledge assets. Because knowledge assets represent a
complex system where knowledge is vital for organization, constant processes of
changes in internal and external environments make knowledge change as well.

Jantunen identified that knowledge as a strategic asset can influence company’s
competitiveness in the uncertain environment [128]. Chen et al. argued that there is
a significant impact of managing knowledge on business performance [129].
Because company performance is represented by different aspect, the complexity of
company performance and its relationship with knowledge competence and
knowledge assets in particular have many dimensions. Lopez-Nicolas and Merono-
Cerdan identified that knowledge has a contribution to corporate performance in
several areas: financial performance, which includes market performance
(profitability, growth and customer satisfaction); process performance, which
includes quality and efficiency and internal performance which is related to
employee capabilities (employees’ qualification, satisfaction and creativity) [130].
Moreover, they argued that knowledge has an effect on innovation in the
organization which also improves performance.

Human capital as part of knowledge assets has significant role in
organizational performance. Ling and Jaw argued that human capital can improve
financial results of a company [131]. Research by Andreeva and Kianto identified
that financial performance and competitiveness of the firm influenced by human
resource management and information communication technologies practices [132].
The relationship between knowledge assets and financial performance determine the
level of effectiveness of knowledge use in an organization. Information
communication technologies practices act as a determinant for the level of organized
and structured knowledge management practices in a company. According to Lee et
al. company performance is influenced by the knowledge of the organization which
exists in all levels of the organization. This contributes to the idea that knowledge
exists in all processes, levels and individuals in a company [133]. Because
knowledge of individuals contributes to organizational level, it can bring value to
company performance. According to Korac-Kakabadse et al. organizations that
manage knowledge can change their organizational culture and introduce new
values in the organization. These changes related to knowledge assets and reflected
in its influence on organizational performance [134]. Intellectual capital as a main
organizational knowledge asset has a strategic value for organization. Research by
Wu et al. identified the positive relationship between intellectual capital and
organizational performance, and intellectual capital and competitive advantage. This
study confirmed that intellectual capital as a knowledge asset can bring changes to
organizational performance.

Because organizational performance directly linked to internal capabilities of
organization, we can measure it through new products introduced to the market in
the past years (table 14).
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Table 14 -Number of new products/services introduced to the market

Name of company Number of new products/services introduced in
2012-2016, since the day of establishment

Keremet Holding 10

NIT "Ma ®pa"

C&IEC

NI " JI>xapnpixanosa'

TOO "MexnyHapoaubiii ientp Eppazus"

HIT Morning Express

HII SSA Consulting

buznec bacray

O (oo (B~ (NN (kOO

CIIK "IIpemnym HuBBa"

Note - Compiled by the author

Based on the above and comparing to sales growth we can see that those
companies who have introduced more new products had a positive growth in sales
compared to those who didn't. For example, Keremet Holding and busnecbacray
have introduced new products/services and their sales have improved.

According to Schiuma and Lerro intellectual capital has the following reasons
for impact on company’s performance [135]:

1. Improvement of efficiency and effectiveness always related to improved
performance. It means that by constant development of organizational competencies
it is achievable and because competencies are always connected to knowledge
assets, the impact of knowledge assets which is created by intellectual capital exists
in an organization.

2. Because of the strategic role of knowledge in an organization, knowledge
always important to company performance. Strategically knowledge has two major
influences on organizational strategy: organizations focus and develop knowledge
assets that influence organizational strategy and organizations can develop and
identify strategies and then identify which knowledge they need and develop them
in the organization.

3. Knowledge assets always related to creativity and new knowledge.
Through the process of knowledge assessment organizations can define which
knowledge they need and can bring success to organization. Moreover, knowledge
assessment allows organizations to identify which knowledge they need and how to
develop it.

4. Intellectual capital is complex and differs from company to company.
Organizations can improve it by learning from each other, and it can result in
improvement of company performance.

The performance of the companies has been analyzed through net profit
indicators. As we can see in the table below, organizations had experienced growth
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in their net profit (table 15). Depending on the scale it is ranging from 10 millions of
tenge and average is around 3 millions of tenge.

Table 15- Net Profit in the 2012-2016, in tenge

Ne | Name of the Year of | 2012 2013 2014 2015 2016
company establis
hment
1 2 3 4 5 6 7 8
1 | Keremet 2016
Holding - - - - 100000
HII "Ma CDpa" 2016 _ _ _ _ 2000000
C&IEC 2012 1500000 | 1200000 | 700000 | 1000000 | 600000
I 2015
JIxapibIxaHoB
a - - - 1200000 | 1700000
5 | TOO 2013
"MexnayHapon
HBIW LIEHTP
Espazus” - 5000000 | 5000000 | 7000000 | 10000000
6 | UIT Morning
Express 2010 | 0 0 1200000 | 1700000
7 | I SSA 2010
Consulting 1200000 | 1550000 | 1800000 | 2300000 | 3100000
Busnec Bacray | 2013 | 1000000 | 1000000 | 2000000 | 3000000 | 5000000
CIIK 2016 2000000
"ITpemuym
HuBBA" ) i i

Note - Compiled by the author

Some studies related to identifying the impact of knowledge on performance of
the organization focus on costs and quality. It was identified that managing of
knowledge can reduce operational costs and improve quality of products. However,
their study highlighted that organizations create new knowledge within the existing
needs of an organization and applying it where it is needed the most. This
perspective on relationship between knowledge assets and organizational
performance represent similar view that costs be a proxy of quality as well as
performance. This study stresses the importance of organizational use of knowledge
when it is required and when it can bring major benefits for an organization.
Because organizations use existing knowledge, it is important to obtain and create
new knowledge for implementation of changes which are caused by changes in the
environment both internal and external.

Thus, studies in knowledge assets identified the impact of knowledge assets on
company performance. However, different researchers introduced own dimensions
of company performance which result in different performance results for
organizations. Moreover, some studies concentrate only on particular elements of
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knowledge assets which have more specified results on its impact on organizational
performance. The complex nature of knowledge assets which consists of all
available knowledge in an organization determines the complex relationship
between knowledge assets and organizational performance. Because knowledge
assets are essential for any organization, its role is strategic and at the same time is
crucial for company’s survival in any conditions.

Summary for the second chapter

The relationship of knowledge and company's performance has been studied
previously mostly within the large companies. It has been studied that knowledge
and company performance are closely related. Knowledge competence components
such as knowledge assets, learning capability, culture capability, innovation
capability and communication capability have an influence on organizational
performance. Firstly, knowledge assets and knowledge capabilities influence the
performance of organizations depending on other factors. Secondly, the
relationship between knowledge competence and company performance is affected
by external factors. We found out that knowledge components affect company
performance in different ways, depending on the type of culture inside the company,
leadership style, availability of resources, technologies and organizational structure.
Therefore, in order to understand how organizational context affect the relationship
between knowledge competence and company performance we further looked at
factors such as size, industry and technologies.  External environment for any
type of business is crucial, that's why environmental uncertainty and dynamism
should also be considered in the relationship between knowledge competence and
company performance.

All studies related to knowledge and company performance were done in other
countries and in majority of cases in large companies. Although, SMEs are able to
generate knowledge and because of internal flexibility they might have greater
relationship between knowledge competence on company performance.

Analysis of SMEs development has shown positive changes. The increased
importance of SMEs to Kazakhstan economy makes the area of knowledge
competence even more important. The increase in SMEs' GDP contribute shows
positive performance shifts inside organizations. Results of activities of SMEs
demonstrated in several indicators both of knowledge competence and performance
of organizations.
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3 THE MODEL OF THE IMPACT OF KNOWLEDGE COMPETENCE
ON COMPANY PERFORMANCE

3.1 International experience in managing knowledge for SMEs in
Kazakhstan

Knowledge in organization are created on the basis of individual and group
knowledge. Therefore, knowledge competence which includes knowledge asset,
learning capability, culture capability, communication capability and innovation
capability is always linked to these two levels. It is obvious that compared to other
countries, majority SMEs in Kazakhstan are not technology-driven and require
innovations in their operations. Therefore, limited involvement in knowledge
management activities result in different level of knowledge available for
organization. Moreover, knowledge management activities in SMEs are more
informal and ability to improve cultural, behavioral and organizational challenges
are more valuable for organization. Due to the formality of knowledge management
in large organizations and factors such as different needs (of large organizations
compared to small) and high cost might be a reason why there is no moderating
influence on technologies on the relationship between knowledge competence and
company performance [136]. Moreover, the issue of receptivity demonstrates
company's capability to transfer existing technology through the processes of
awareness, association, assimilation and application (table 16).

Table 16 - Processes of receptivity

Activity Process

Awareness Processes by which an organisation scans for and discovers what information on
technology is available

Association Processes by which an organisation recognises the value of this technology
(ideas) for the organisation

Assimilation | Processes by which the organisation communicates these ideas within the
organisation and creates genuine business opportunities

Application Processes by which the organisation applies this technology for competitive
advantage

Source - Adapted from source [137]

Technology-driven SMEs are companies are those which highly depend on
technologies and have it in their core activities. Technology-following SMEs are
those that adopt the technologies of technology-driven SMEs and become late users
of needed technologies. Technology-indifferent SMEs are companies which
activities doesn't depend on technologies and any technological changes and
improvements are ignored by them. Moreover following factors are considered to
improve technology transfer in organizations [138, p.358].

- high quality of incoming communications;

-readiness to look outside the firm;

- a willingness to share knowledge;
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- a willingness to take on new knowledge, to license and to enter joint ventures;

- effective internal communication and coordination mechanisms;

- a deliberate survey of potential ideas;

- use of management techniques;

- an awareness of costs and profits in R&D departments

- identification of the outcomes of investment decisions;

-good-quality intermediate management;

- high status of science and technology on the board of directors;

- high-quality chief executives;

- high rate of expansion.

Study on SMEs in UK found out that factors such as leadership, culture,
strategy, resources, training and education and human resource management are
more important for adoption of the knowledge management in organization. Our
research results are consistent with this study. SMEs can improve their impact of
knowledge competence on company performance by developing culture capability,
communication capability and innovative capability. Study on Australian SMEs
suggested that intellectual capital development in SMEs should be strongly related
to the informality of knowledge management practices in SMEs therefore it requires
extra adjustments and improvements for any policy implications for SMEs. In
research on knowledge management and SMEs it is suggested that focus on human
resources is the core for creation of knowledge. Employees should have general
knowledge, profession knowledge and abilities and enough experience to be able to
contribute to organizational knowledge development [139]. In this sense, knowledge
assets are becoming a key for understanding its influence on company's position on
the market. Analysis of companies in USA confirmed that there is a positive
relationship between knowledge sharing and leadership. Human resource
management plays important role in making appropriate conditions for employees.
Also, it helps employees to obtain, transfer, share and create knowledge.
Information technologies make easier for organization to store and transfer
knowledge within the organization. Leadership is essential for knowledge
management because it guides employees of organization to achieve better results,
improve performance. These dimensions help individuals to become less dependent
on a leader and give them control over their actions. 5 dimensions help individuals
to share knowledge and create new knowledge. Because empowering leadership
gives a freedom to individuals it stimulates their own actions and behavior which
are not limited by the directions of one leader who initiate all changes in the
organization. In this case, leader is a supporter who guide individuals by giving
examples, recognize their contribution and treat them equally. In terms of smaller
organizations study on Germany found out that techniques such as training, job
rotation, expansion management, mentoring, knowledge maps, knowledge
databases, best practice sharing, customer relationship management, e-business and
intelligent agents are good to retain knowledge. These techniques are focusing only
on human capital and don't prove required new knowledge generation required for
SMEs in a changing environment.
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Study by Gharakhani and Mousakhani (2012) suggested that in terms of
knowledge development SMEs different from large organizations in the following:
"personalized management, with little devotion of authority; severe resource
limitations in terms of management and manpower, as well as finance; reliance on a
small number of customers, and operating in limited markets; flat, flexible
structures; high innovatory potential; reactive, fire-fighting mentality and informal,
dynamic strategies” [140, p.40]. In the study of Iranian SMEs they identified that
knowledge acquisition, knowledge sharing and knowledge application influence
SME's sales growth, quality improvement and customer satisfaction. Based on the
above, we can conclude that nature of SMEs depending on the country and type of
SME has different peculiarities in managing knowledge. In relationship to results of
our study on SMEs in Kazakhstan we can conclude that main focus of SMEs should
be on organizational learning, creation of culture which will be able to enhance the
opportunities provided by new knowledge to organization. On a bigger scale OECD
indicates that countries in order to be more competitive these days turn into
knowledge-based economy where use and creation of knowledge is the key. OECD
states that contemporary economies are the following:

- an innovative economy, in terms of knowledge content;

- a networked economy, in terms of knowledge presentation;

- a learning economy, in terms of knowledge social type;

- a green economy, in terms of organizational sustainability.

The pillars of knowledge-based economies are education (higher level of
education and skills needed to develop knowledge economy), innovation
(innovative research, companies and universities transfer knowledge to local
companies); institutional system (cooperation between government, companies in
order to use available knowledge infrastructure) and ICT (information-
communication technologies needed to improve the life of people in society).

For SMEs in Kazakhstan which are quite far away in their abilities to generate
and create, the concept of organizational learning and human capital theory become
quite essential in order to culturally change the perception to knowledge and
methods of using available and created knowledge in organization. A learning
organization - is an organization that creates conditions for the training and
development of all employees and in the process of continuous improvement. In a
learning organization the consciousness of its employees is always changing and
adaptive.A learning organization is able to improve the knowledge and skills at
individual and organizations levels. As part of such an organization learning takes
place not only in the traditional forms of seminars, trainings, but also in the
workplace, where people share their knowledge and help each other.Leading
companies are adopting the practice of continuing education each employee
throughout his working life. The forms of education can be different: internships
and trips to training centers, laboratories, and other similar enterprises; courses
organized within the firm; courses at the training centers. Education is often
regarded not only as a means to replenish the necessary knowledge, but also as a
means of establishing fruitful contacts.
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Argyris suggested that organizational learning takes place under two
conditions: first, when the organization achieves what intended to achieve, and
secondly, when the discrepancy between the intentions and the results observed and
appropriate adjustments occur. He distinguishes two types of learning: single and
double look learning. Peter Senge has developed the five principles of learning
organization:

1. Systems thinking is about understanding of the links with the external
environment.

2. Personal mastery - gaining of new knowledge, staff improvement and
development based on the personal needs and organizational requirements.

3. Mental models is the ability to predict situations, and find the right solutions
for different challenging situations.

4. Building shared vision is the idea that employees have shared common
vision which is following company's strategy and involvement of everyone leads to
greater success.

5. Team learning is about development on individual and group member,
where everyone is learning and obtaining new knowledge through trainings,
interaction with each other, sharing of ideas and opinions. This contributes greatly
to the development of organizational knowledge base.

American researcher M. Pedler identified 11 characteristics for learning
organizations such as:

1. learning approach to strategy - strategies can be transformed and changed
based on the situation, conditions of the internal and external environment;

2. participative policy making - involvement of employees into decision-
making and contribution of everyone in organization such as sharing of knowledge
and ideas is considered as beneficial,

3. information - access to external and internal environment sources of
information brings more objectivity and clear understandings in the decision making
process;

4. formative accounting and control - the learning processes are happening
within the accounting and control in organization;

5.internal exchange - interdepartmental communication and interaction allows
company to achieve consistent success inside the organization;

6. reward flexibility - ability to provide adequate remuneration based on the
results and contribution of employees;

7. enabling structures - organizational structure should stimulate growth and
development, and improve communication among the departments;

8. boundary workers as environmental scanners - employees are those who get
knowledge from external environment and contribute to organizational
development;

9. inter-company learning - the flow of knowledge to the company is ensured
by stakeholders, training and development, various projects;
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10. learning climate - culture which encourage employees to constantly
develop their skills and knowledge, and provides resources for training and
professional development;

11. self-development opportunities for all - availability of educational
opportunities, providing support and planning these activities for employees career
development.

In order to develop and stimulate the knowledge management in SMEs in
Kazakhstan, the concept of learning organization and human capital sets long-term
plans and develop preconditions for further shifts in the economy of the country.
According to OECD human capital development measured through several factors
including current level of investment into human capital within the boundaries,
academic achievements and results of postsecondary education (table 17).

Based on the above table of OECD measures of human capital we can
conclude that, it is possible to assess the level of investment into human capital
development with the different perspectives for more clear understanding of input
and outputs in the process which is related to human capital development.
Although, these measures are not providing information on a company level. In the
case of Kazakhstan, policy changes might have a great impact on the development
of human capital. But before structural changes in policy, organizations should
react immediately to the challenges of global competition and develop knowledge
internally. Because of the relationship between knowledge competence and
company performance, the key possibility for SMEs is to develop knowledge assets
and knowledge capabilities.

The mentioned above idea of learning organization is desired type of the
company which will be able to generate knowledge in the long-term, through the
constant improvements and sustainability. Majority of SMEs of Kazakhstan are
struggling because of current economic changes of the economy, and logically cut
down their costs on human capital development which at the end might negatively
affect organizational development in the long-term. Because it is not possible to
implement all of the changes of required to create learning organization, SMEs
should transform step-by-step which will lead to different approach of managing
organizational knowledge.

Tablel7 - OECD measures on human capital

Investment in human | 1-1. High-level qualification
capital 1-1-1. Growth in university-level qualifications Growth in attainment

1 2

levels in different fields

1-2. Graduation and enrollment rates

1-2-1. Trend in university-level graduation output

1-2-2. Contribution of international students to university graduate
output

1-2-3. Entry rates into tertiary-type A education

83




Continuation of Table 17

1 2

1-2-4. Entry rates at tertiary education compared to population leaving
without completing tertiary education

1-3. Time invested in education

1-3-1. Instruction time per year

1-3-2. Number of hours per week spent on self-study or homework
1-4. Investment in education

1-4-1. Expenditure per student at different level of education

1-4-2. Percentage of GDP spent on educational institutions

1-4-3. Private and public expenditure

1-4-4. Public subsidies for education to households

1-4-5. Expenditure on core service, ancillary services, and R&D

1-4-6. Change in student numbers, expenditure, demographic forecasts,

etc
Quality adjustment in | 2-1. PISA assessments
human capital | 2-2. PUIAAC (Program for the international assessment of adult
investments competencies)
Results of education 3-1. Matching of education to occupation
3-2. Labor market outcomes by age, gender, and educational
attainment

3-3. Rates of return to education

Source - Adapted from source [141]

The Program "Business Road Map - 2020" is the one that currently is creating
conditions for the development of business both in financial and managerial aspects.
One of the main aims of the program is the improvement of competencies of
entrepreneurs and increase of productivity. In order to follow this direction further,
entrepreneurs should be focusing on the areas of knowledge competence developed
and discussed in this thesis, and also findings of quantitative analysis. Furthering
the results of trainings organized through the program "Business Road Map - 2020"
entrepreneurs should be developing organizations within the directions of
knowledge competence obtainment to keep available knowledge in the organization
and improve the use of knowledge.

3.2 Formation of approaches for managing knowledge competence in
SMEs

Knowledge competence development in SMEs is very important not only in
obtainment but also managing it. SMEs development of knowledge assets is
possible when company decides to build on existing knowledge and develop it
further. Depending on the type of organization, the development of knowledge
assets could be different. But generally companies should generate and obtain as
many knowledge assets as possible to be able to use them legally for the company
development (figure 29).
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Source - Compiled by the author

1. Intellectual property - the result of any innovative activities is an intellectual
property.

2. Patent is the type of intellectual property which allows company to gain
monopoly for some period of time.

3. Know-how is the unique knowledge of the company in a particular field
which differentiates it from another organization

4. Personal relationship is the level of comfort, trust and compassion among
employees in the company

5. Product is the unique knowledge available to the company in order to
produce new product which is different from competitors

6. Brand is the market recognition and customer loyalty to the company and its
products.

7. Skills of employees - knowledge and skills that employees possess and
which help them to achieve organizational and individual goals

8. Procedures - norms and standard activities that exist in the company in the
form of explicit knowledge which is available for everyone

9. Working practices - operational activities of the company which makes the
most efficient and effective use of available organizational knowledge and skills.

We can suggest to SMEs in Kazakhstan to rely more on internal sources of
knowledge development, which can be costly but in long-term will help
organization gain competencies in various areas. One of the easiest way to protect
all investment into R&D, new product development, innovative product is through
protection of intellectual property. If the company is not dealing with new product
development, another way to generate new knowledge, would be from investment
into human capital. This includes various training programmes, professional
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development seminars etc. Retention of employees another issue that SMEs should
address. The main feature of SMEs is the size. Company can employ 50 people or
150 people. This difference changes the input and area of each employee towards
the achievement of company's goals. Therefore, understanding the clear picture of
gaining of company knowledge is explaining the role of each employee in
developing knowledge competence in the organization. Individual and group
interactions aimed to share and exchange knowledge is one of the ways how
company can develop its own knowledge assets with the minimum investment into
other spheres of company activities. Knowledge capture and creation, sharing and
dissemination, acquisition and application are the ways of changing tacit knowledge
into explicit and making it available for everyone in the organization .

Learning capability

In order to use learning capability available to gain knowledge competence
company's should introduce the effective training system which will fit the
requirements of the company. This is related to knowledge-based human resource
management practices. It stimulates the development of knowledge, affects
motivation of employees and their work commitment. Apart from having effective
training system to fit the needs of employees in organization, learning capability is
also dealing with availability of explicit knowledge. Different programmes which
ensure safe access to organizational knowledge stimulates learning process in the
company. Having some level of independence by creating learning environment,
SMEs are using opportunities of existing technologies. Therefore, support of simple
IT systems is already crucial to develop learning capability. Moreover, creation of
trust is occurs in the learning capability by sharing and learning in every-day routine
operations and on specialised trainings. The good way for SMEs to develop its
learning capability is by stimulating employees to participate and improve their
professional development through various programmes and sources of funding.
Human capital development is not possible without the utilization of IT support,
that's why employees on different levels should have an access to needed
programmes which will enable them to save, document and record available unique
tacit knowledge and to transform it to explicit, which will make the organizational
knowledge available to majority (figure 30). Knowledge-centered HR practices such
as: internal and external company trainings, interdisciplinary team work and
delegation of responsibility affects the knowledge development processes in the
organizations. SMEs in Kazakhstan can work on creating the HR practices that will
provide an opportunity for employees to share knowledge, create trust between the
boss and subordinates. Leadership creates trust between different levels of
company, which reduce any resistance to change or unwillingness to share tacit
knowledge with colleagues.
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Culture capability

Organizational culture is important for any organization and in SMEs in
particular. The development of the awareness of own organizational culture
capability is the key to understand all problems that it creates. It is well-known that
in Kazakhstan, corporate culture is very influenced by national culture. Therefore,
the identification of limitations of own culture creates possibilities for minimizing
its negative influence and maximizing positive influence. It is important for SMEs
to create an environment with shared values and norms because it will ensure that
everyone feels like they belong to organization and it stimulates the development of
trust among colleagues. Moreover, cooperation and openness are strongly rely on
supportive environment that culture can provide for people working in organization
(figure 31).

Strong identification with the particular company is possible through
similarities of individual and organizational cultures. That's why SMEs in
Kazakhstan should not rely only individual assessment and knowledge development
based on own understandings but for creation of the right and supportive
environment, culture is maximizing the positive outcome of that.
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Source - Compiled by the author

Communication capability

Communication capability in SMEs creates possibilities for knowledge
transfer, exchange and sharing. Communication is essential to transfer tacit
knowledge between individuals, generate and exchange ideas. In the case of
Kazakhstani SMEs, we can suggest that creation of friendly and open environment
stimulates the development of knowledge. Understanding of tacit knowledge for
company's ability to gain competence in any field, makes obtained knowledge
useful for organization in long-term if it was shared in order to produce new product
or test the idea. Moreover, in this case the role of IT is increasing again because it
allows companies to transform tacit knowledge into explicit (figure 32).
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Innovation capability of SMEs is related to adaptability and acceptance of
changing situations and environment. The ability to develop and use organizational
knowledge requires flexibility which allows to use knowledge in different
circumstances. It is obvious, that highly competitive environment makes companies
to quickly adapt otherwise, company might lose its current position. In this case
innovation capability helps organization to find right combinations of available
resources and knowledge to produce new products or create process innovations
(figure 33). Therefore, SMEs which are able to adapt and configure available
knowledge in accordance with external environment are considered as the most
adaptive who have an advantage in flexibility. The effect of knowledge on the
ability of company to improve not only business performance but also innovation of
product and processes. In the case of SMEs operating in Kazakhstan, the increased
adaptability and flexibility might allow to use obtained knowledge more efficiently
and effectively.

Through the development of knowledge assets and knowledge capabilities
SMEs are able to manage its knowledge which at the end leads to gaining particular
competencies in various areas. Our research on SMEs from different industries lead
to another suggestion. It is impossible for companies to develop knowledge
management without the use of information technologies. The result of our study
indicate that majority of SMEs only rely on the internet and some of them on
intranet in order to store and keep knowledge inside the organization. Although,
mentioned suggestions are needed to maximize the use of knowledge capabilities,
but also highlight the importance of IT in managing organizational knowledge and
use of capabilities to exploit knowledge in SMEs.
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In the case of SMEs in Kazakhstan, apart from capabilities to develop
knowledge, the importance of the external sources such as networks, communities
of practice are contributing to the knowledge development. Due to the nature of
SMEs in its lack of available network structures strategic opportunities are
decreased in comparison to bigger organizations. Therefore, the development of
inter-organizational links to transfer and exchange knowledge and informal learning
are important for the company's long-term development. According to OECD
(2009) after financial crisis "emerging firms and those redesigning their processes
should be encouraged to focus on sustainability and knowledge-based outcomes"
[142, p.12]. In this sense, financial support and investment support should be there
to reduce any risks for SMEs in knowledge generation and improving its activities.
Recent changes in Kazakhstan economy put majority of SMEs under pressure that's
why more complex and all-encompassing understanding of the SMEs, its
peculiarities in knowledge management, and knowledge competence influence on
company performance should be followed by higher risks associated with the
intangible investments. Relying on theoretical and empirical findings, we can
conclude that SMEs in Kazakhstan should develop internal capabilities which
stimulate knowledge development to maximize an impact on company performance.
Moreover, complex nature of knowledge requires the development of structures to
sustain the adequate level of knowledge development and at the end the shift
towards learning organization in knowledge-based economy.
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3.3 Development of model of the impact of knowledge competence on
company performance

Based on the analysis of the relationship of knowledge competence and
company performance we propose the following model to analyze the relationship
between factors in SMEs in Kazakhstan (figure 34).
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Figure 34 - Model of the impact of knowledge competence on company

performance
Note - Compiled by the author

The purpose of this study is to examine the impact of knowledge competence
on company performance. Specifically, this research sought to determine the impact
of knowledge competence in SMEs in Kazakhstan.  Environmental and
organizational factors are moderating factors.

Methodology

Purpose of the research

This study is empirical. Obtaining of primary data results in empirical analysis.
Moreover, research seeks to determine relationship between knowledge competence
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and company performance. Survey used to examine the impact of knowledge
competence on company performance statistically. In the next sections, research
methodologies will be discussed in details.

Research Questions and Hypothesis

The study investigates the following research questions and hypotheses.

Research Question 1: Does knowledge competence has an impact on company
performance in SMEs in Kazakhstan?

H1: Knowledge competence has an impact on company performance in SMEs
in Kazakhstan.

Research Question 2: Which moderating factors can have an impact on
relationship between knowledge competence and company performance in SMEs in
Kazakhstan?

H2: Environmental uncertainty has an impact on relationship between
knowledge competence and company performance in SMEs in Kazakhstan.

H3: Environmental dynamism has an impact on relationship between
knowledge competence and company performance in SMEs in Kazakhstan

H4: Company industry has an impact on relationship between knowledge
competence and company performance in SMEs in Kazakhstan.

H5: Company size has an impact on relationship between knowledge
competence and company performance in SMEs in Kazakhstan.

H6: Technologies have an impact on relationship between knowledge
competence and company performance in SMEs in Kazakhstan.

Data collection

Data collection is a crucial step to achieve research objectives. The method of
data collection is important and determined by research method. In this research we
used primary data. The primary data was collected through questionnaires. Primary
data will provide us with statistical results of the impact of knowledge competence
on company performance and more in-depth information about factors that affect
relationship between knowledge competence and performance. The questionnaire
has 52 questions.

Primary data

The primary data was gathered from the questionnaire of 103 respondents
which work in different SMEs operating in different industries in Kazakhstan.
Questionnaire are conducted with people in top position, financial directors or
general directors or those who are related to knowledge processes in SMEs. The
data from questionnaire is statistically analyzed to test above-mentioned hypotheses.

Data collection instrument

The pilot testing was done with selected sample of 30 companies to make it
clear, solve confusing questions. The questionnaire was created using both open-
ended questions and 5 - Likert type scale measuring knowledge competence,
company performance and moderating variables. Respondents were asked to
answer multiple question regarding knowledge competence and performance of
their organization. The questions were sent to top and medium level managers who
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have information about company’s performance. Out of 250 SMEs in Almaty and
other regions of Kazakhstan 103 answered the questionnaire.

Sampling procedure

For any type of research sampling procedure is an important step. For
quantitative research sampling procedures require bigger population to draw
conclusions that are valid and related to the study. Therefore, this study obtained
information from 103 SMEs and analyzed it.

The sample population for the research consists of SMEs which operate in
Kazakhstan from different industries. DAMU fund, Almaty Business Association
provided support for sending out questionnaire to top level managers of SMEs in
Kazakhstan.

Questionnaire design and variables

We conducted a pilot test of a questionnaire to obtain a feedback from
participants about appropriateness questionnaire. The testing of an instrument
resulted in restructuring questionnaire.

The questionnaire consisted of four parts. The first one is the general questions
for the respondent, second part consists of questions related to knowledge
competence (knowledge assets and knowledge capabilities), third part consists of
questions related to company performance (organizational performance and market
performance) and fourth part is environmental factors (uncertainty and dynamism).
The questionnaire consists of 52 questions. The first part of a questionnaire consists
of questions related to general information about participant and company including
2 open-ended questions. Second part of questionnaire divided into knowledge
competence components: knowledge assets, learning capability, cultural capability,
innovation capability and communication capability adapted from Chou and He
(2004) and Pham and Hara (2011) [143,144]. The company performance part had
questions related to perceived organizational performance and perceived market
performance of an organization adapted from Delaney and Huselid (1996). Fourth
part of the questionnaire had questions related to uncertainty were adopted from
Khandwalla (1977) and dynamism of the environment adopted from Ibrayeva E.
(1999) who was doing research on transitional economies like Kazakhstan and
Kyrgyzstan [145, 146]. Respondents could choose one answer from five: strongly
disagree, disagree, neither agree or disagree, agree, strongly agree. The one
dependent variable is company performance which is perceived company
performance of directors and managing directors of SMEs, as performance data
(financial) is not widely open and companies were hesitant to share. Independent
variable is knowledge competence which has several components such as
knowledge assets and knowledge capabilities. In our study, we introduce
moderating factors affecting the relationship between knowledge competence and
company performance. Moderating factors such as industry, size, technologies,
environmental dynamism and uncertainty could affect the relationship.

Data analysis techniques
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We performed analysis of questionnaire by using SPSS Statistics for Windows
21.0. The correlation analysis, regression analysis and ANOVA were performed to
analyze the data.

Limitation of the study

Research focuses on identification of the impact of knowledge on company
performance in SMEs in Kazakhstan. The research provides statistical explanation
of the impact of knowledge competence on company performance through
subjectivism of performance through the financial knowledge about own company
and industry where they operate of top managers in SMEs. This analysis has been
carried out before currency devaluation in fall 2015. Moreover, we didn't look at
labor force that companies are hiring. Due to the fact, that SMEs also can be
different in number of workers, international partnerships, headquarter/subsidiaries
these factors are not represented in our questionnaire. The data contains the
valuable information on identifying internal availability of knowledge and
capabilities to support them.

Omitted variable bias, reverse causality and instrumentation

There may be mechanisms that cannot be identified using collected data. For
example, in case companies had strategic alliances, partnerships with other
companies it could have resulted in knowledge development in organization, where
on the other hand - lack of such kind of relationship could have affected the
knowledge available for organization. The availability of technologies helping in
managing of knowledge and company performance could be an issue with reverse
causality. By having better performance companies can and do invest more in
technologies as a way to improve efficiency and effectiveness. We instrument the
knowledge assets and knowledge capabilities ranging on the Likert-scale.

Analysis and results of the study

In the tables bellow demographic information about the respondents and year
of companies established are presented. More than 80% of our respondents were
holding director position (table 18).

Table 18 - Position

Position Percent
Director 82,5
Financial director 3,9
Managing director 4,9
Finance director 1,9

IT manager 1,9
Deputy director 1,9
Technical director 2,9
Total 100

Note - Compiled by the author
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Almost 90% of our respondents has undergraduate, around 9% were holding

master or candidate of science degree (table 19).

Table 19 - Education

Education Percent
High School 2,9
Undegraduate 87,4
Postgraduate 9,7
Total 100

Note - Compiled by the author

The year of establishment showed that majority of SMEs were established in

2000 and 2009 (table 20).

Table 20 - Year established

Year Established Percent

1 2
1988 1
1993 4,9
2000 31,1
2002 7,8
2003 8,7
2004 1,9
2009 22,3
2010 1
2011 16,5
2012 4,9
Total 100

Note - Compiled by the author

Our dependent variable CP (Perceived Company Performance) was computed
as the average of organizational performance and market performance items (a total
of 8 items). Reliability analysis measured by Cronbach's alpha.

- 2

N2 cov

Hair et al (1998) suggested that when value is 0.7 or higher measure items are
considered as internally consistent [147]. The indicator alpha is increased when
items are correlated to each other. It has shown that these items are internally
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consistent. Cronbach’s alpha of 0.823 indicate high internal consistency of the scale
used to measure company performance (table 21).

Table 21- Reliability Statistics of company performance

Reliability Statistics

Cronbach's Alpha N of Items

0,823 8

Note - compiled by the author using SPSS Statistics for Windows 21.0 software

Similarly, the reliability of knowledge competence scale was computed based

on a total of 20 items reflecting the following dimensions:

- Experiential knowledge

- Routine knowledge

- Conceptual knowledge

- Systemic knowledge

- Learning capability

- Cultural capability

- Innovation capability

- Communication capability

Table 22 - Reliability Statistics of knowledge competence

Reliability Statistics

Cronbach's Alpha N of Items

0,929 30

Note - Compiled by the author using SPSS Statistics for Windows 21.0 software

Cronbach’s alpha of 0.929 indicates very high reliability (table 22).
We have also conducted reliability analysis for 2 factors that are supposed to
play a moderate the impact of KC on CP.
Environmental Uncertainty (3 items, Cronbach’s alpha=0.817) (table 23).

Table 23 - Reliability statistics of environmental uncertainty

Reliability Statistics

Cronbach's Alpha N of Items

0,817 3

Note - Compiled by the author using SPSS 21.0 software

Environmental Dynamism (5 items, Cronbach’s alpha=0.816) (table 24).

Table 24 - Reliability statistics of environmental dynamism
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Reliability Statistics

Cronbach's Alpha N of Items

0,816 5

Note - Compiled by the author using SPSS Statistics for Windows 21.0 software

Overall, the reliability analysis has confirmed that all the scales used in our
analysis are internally consistent (Cronbach’s alpha>0.8).
Impact of KC on CP
H,: Knowledge competence doesn’t have an impact on company performance
in SMEs in Kazakhstan
H,: Knowledge competence has an impact on company performance in SMEs
in Kazakhstan.
H,:B=0
H:B #0
We started with a simple linear model:
CP;, = by +b; XKC; + &;
whereg,is an error term
Table 25 - Model Summary

Model Summary

Model R R Square | Adjusted R Square Std. Error of the Estimate

1 0,682° | 0,464 0,459 0,37822

a. Predictors: (Constant), KC

Note - Compiled by the author using SPSS Statistics for Windows 21.0 software

This one-factor model allows explaining over around 46% of the CP’s variance
(R-square=0.464). The effect of KC on CP is statistically significant (the
standardized regression coefficient indicates that a 1 standard deviation increase in
KC is associated with a 0.682 standard deviations increase in CP (table 25,26).

CP=1.064 + 0.73KC
(0.328) (0.078)

This effect is statistically significant at 5% significance level (t=9.3, p-
value<0.05) We reject our null hypothesis because coefficient t (9.35) greater than t
statistical (1.98) (table 27). When independent variable increase by 1 unit the
dependent will also increase by 0.73.
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Table 26 - ANOVA

ANOVA®
Model Sum of Squares | df | Mean Square F Sig.
Regression 12,530 1 12,530 87,593 0,000°
1 |Residual 14,448 101 0,143
Total 26,978 102

a. Dependent Variable: CP

b. Predictors: (Constant), KC

Note - Compiled by the author using SPSS Statistics for Windows 21.0
software

Table 27 - Coefficients

Unstandardized Standardized
Model Coefficients Coefficients T Sig.
B Std. Error Beta
1 (Constant) | 1,064 0,328 3,25 0,002
KC 0,733 0,078 0,682 9,359 0

a. Dependent Variable: CP
Note - Compiled by the author using SPSS Statistics for Windows 21.0 software
Then we accounted for the hypothesis that uncertainty and dynamism moderate
the relationship between KC and CP by allowing the slope coefficient to vary
depending in uncertainty and dynamism:
CP, = by, + (b, + b, X Dynamism + by X Uncertainty) X KC; + &;
= by +b; XKC + b, X Dynamism X KC + by X Uncertainty X KC + &;
H,: Environmental uncertainty doesn't have an impact on relationship between

knowledge competence and company performance in SMEs in Kazakhstan. We
failed to reject null hypothesis, because t statistical is less than t critical.
H,: Environmental dynamism doesn't have an impact on relationship between

knowledge competence and company performance in SMEs in Kazakhstan. We
failed to reject null hypothesis, because t statistical is less than t critical.

To estimate model we calculated the interaction between variables (table 28).

There is a non significant relationship between EnvD_KC and CP, b=0.0031,
95% CI [-0.0283;0.0346], t=0.1982, p=0.8433. The results indicate that there is no
moderate effect of environmental dynamism on the relationship between knowledge
competence and company performance. P-value should be not more than 0.05, in
our case p-value = 0.8433, t-test is 0.1982 which is less than 2. We failed to reject
the null hypothesis.

There is a non significant relationship between EnvU_KC and CP, b=0.0362,
95% CI [-0.0019;0.0743], t=1,8852, p=0.623. The results indicate that there is no
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moderate effect of environmental uncertainty on the relationship between
knowledge competence and company performance. P-value should be not more than
0.05, in this model it is equals 0.0623, t-test is less than 2 and equals 1,88. We failed
to reject the null hypothesis. Then we tested the hypothesis that firm size measured
in the number of employees also moderates the relationship between KC and CP.

Table 28 - Model: Environmental Dynamism and Environmental Uncertainty

Model =4

Y =CP

X =KC

M1 =EnvD_KC

M2 = EnvU_KC
Sample size
103
Outcome: CP
Model Summary
R R-sq MSE F dfl df2 p
0,7217 0,5208 | 0,1306 | 35,5947 3,000 99,000 | 0,0000
Model

coeff se T p LLCI ULCI
constant 15851 |0,3698 | 4,2868 0,0000 |0,8514 | 2,3188
EnvD_KC 0,0031 | 0,0158 | 0,1982 0,8433 |-0,0283 | 0,0346
EnvU KC 0,0362 0,0192 | 1,8852 0,0623 |-0,0019 |0,0743
KC 0,4597 0,1211 | 3,7970 0,0003 |0,2195 | 0,7000
Note - Compiled by the author using SPSS Statistics for Windows 21.0 software

We have created a dummy variable Emp50=1 if 1<number of employees>50;
Emp1=0 otherwise. We also tested the moderate effect of industry and technology
on the relationship between KC and CP.

H,: Company industry doesn't have an impact on relationship between

knowledge competence and company performance in SMEs in Kazakhstan. We
failed to reject null hypothesis, because t statistical is less than t critical.
H,: Company size doesn't have an impact on relationship between knowledge

competence and company performance in SMEs in Kazakhstan. We failed to reject
null hypothesis, because t statistical is less than t critical.
H,: Technologies don't have an impact on relationship between knowledge

competence and company performance in SMEs in Kazakhstan. We failed to reject
null hypothesis, because t statistical is less than t critical.

There is a non significant relationship between KC and CP, b=0.0033, 95% ClI
[-0.0087;0.0153], t=0.5452, p=0.5869. The results indicate that there is no moderate
effect of industry on the relationship between knowledge competence and company
performance. P-value should be not more than 0.05, in this case it is 0.5869,and t is
less than 2 and equals 0.5452. We failed to reject the null hypothesis. There is a non
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significant relationship between KC and CP, b=0.0818, 95% CI [-0.0261,0.1897],
t=1,5051, p=0.1355. The results indicate that there is no moderate effect of
company's size on the relationship between knowledge competence and company
performance as p-value should be not more than 0.05. P-value is more than 0.05 and
t is more than 2. We failed to reject the null hypothesis. There is a non significant
relationship between KC and CP, b=0.0416, 95% CI [-0.0175;0.1006], t=1,3979,
p=0.1653. The results indicate that there is no moderate effect of technologies on the
relationship between knowledge competence and company performance as p-value
should be not more than 0.05. P-value is more than 0.05 and t is more than 2. We
failed to reject the null hypothesis. We run one-way ANOVA test in order to prove
that mean differences are statistically significant. Levene's test is testing whether or
not the variance of groups are significantly different (tables 29).

Table 29- Model: industry, size and technologies

Model =4

Y =CP

X =KC

M1 = Industry

M2 = Size

M3 = Technologies
Sample size

103
Outcome: CP
Model Summary
R R-sq MSE F dfl df2 p
0,7043 | 0,4961 | 0,1387 | 23,8848 | 4,0000 | 98,0000 | 0,0000
Model
coeff se t p LLCI ULCI
constant 0,8021 |0,3815 |2,1024 0,0381 | 0,0450 1,5593
Industry ,0033 ,0061 5452 ,5869 -,0087 ,0153
Size ,0818 ,0544 | 15051 ,1355 -,0261 ,1897
Technologies ,0416 ,0298 | 1,3979 ,1653 -,0175 ,1006
KC , 7419 ,0793 | 9,3507 ,0000 ,5844 ,8993
*******************TOTAL EFFECT MODEL *hkkkhkhkhkhkhkhkhkhkhkiiiik
Outcome: CP |
Model Summary
R R-sq MSE F dfl df2 p
0,6815 4645 ,1430 | 93,9133 | 1,000 101,0000 |,0000
Model
coeff se t p LLCI ULCI
constant 1,0645 |,3229 3,2970 ,0013 ,4240 1,7050
KC , 7332 ,0757 9,6909 ,0000 ,5831 ,8833
Note - Compiled by the author using SPSS Statistics for Windows 21.0 software
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Table 30 - ANOVA

ANOVA
CP
Sum of df Mean Square F Sig.
Squares
Between Groups 20,463 37 0,568 5,758 0,000
Within Groups 6,515 66 0,099
Total 26,978 103

Note - Compiled by the author using SPSS Statistics for Windows 21.0 software

For the linear trend the F-ration is 5.75 and this value is significant at 0.000
level (table 30). Therefore, we can say that increase in knowledge competence,
makes an increase in company performance proportionately

The means plot (figure 35) below represents the structure of the respondents'

answers in the relation between knowledge competence and company performance.
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Figure 35 - The means plot

Note - Compiled by the author using SPSS Statistics for Windows 21.0 software
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Normal P-P Plot of Regression Standardized Residual
Dependent Variable: CP
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0,81

Expected Cum Prob

0,2

0,61

0,4

0,0

0,0

Figure 36- Normal P-P Plot of Regression Standardized Residual

Note - Compiled by the author using SPSS Statistics for Windows 21.0 software

The normal P-P plot of regression standardized residual represents the
normality (figure 36). The scatter plot below represents predicted values which are

0,2

T I
0,4 0,8 ] 1.0

Observed Cum Prob

allocated in accordance with our assumptions (figure 37).
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Note - Compiled by the author using SPSS Statistics for Windows 21.0 software
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Dependent Variable: CP
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Figure 37 - Regression Standardized Residual
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Correlation between knowledge competence components and company
performance (table 31).

Table 31 - Correlations

Correlations

KA LC culc | comC IC CP
KA Pearson 1 0827 | 0684™ | 0795~ | 0597 | 0,654™
Correlation
Sig. (2-tailed) 0000 | 0000 | 0000 | 0000 | 0,000
N 103 103 103 103 103 103
LC Pearson 0,827" 1 0,691 | 0625~ | 0456~ | 0,649™
Correlation
Sig. (2-tailed) 0,000 0000 | 0000 | 0000 | 0,000
N 103 103 103 103 103 103
CulC | Pearson 0,684~ | 0,691 1 0479 | 0289 | 0424™
Correlation
Sig. (2-tailed) 0000 | 0,000 0000 | 0003 | 0,000
N 103 103 103 103 103 103
ComC | Pearson 0795 | 0625~ | 0479™ 1 0572 | 0488
Correlation
Sig. (2-tailed) 0000 | 0000 | 0000 0000 | 0,000
N 103 103 103 103 103 103
IC Pearson 0597 | 0456 | 0289 | 0572 1 0,585™
Correlation
Sig. (2-tailed) 0000 | 0000 | 0003 | 0000 0,000
N 103 103 103 103 103 103
CcP Eearson . 0654 | 0649 | 0424 | 0488~ | 0585 1
orrelation
Sig. (2-tailed) 0000 | 0000 | 0000 | 0,000 | 0,000
N 103 103 103 103 103 103

**Correlation is significant at the 0.01 level (2-tailed)
Note - Compiled by the author using SPSS Statistics for Windows 21.0 software

Through this table, correlation between variables were studies. Company
performance (CP) has strong relationship with knowledge assets (KA), learning
capability (LC), culture capability (CulC), communication capability (ComC) and
innovation capability (IC). Some of the relationships are stronger than others. The
closer indicator to 1, the higher correlation. KA has the correlation 0.654 which is
the highest among all components of knowledge competence; LC=0.649;
CulC=0.424; ComC=0.488 and 1C=0.585. The lowest is CulC which equals 0.424.

The study reveals that knowledge competence has an impact on company
performance. The regression analysis reveals that when independent variable
increase by 1 unit the dependent will also increase by 0.73. In research, we
performed correlation analysis in order to understand how the knowledge
competence components correlate with company performance The results confirmed
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that there is a correlation and each of the components correlated differently. Based
on that, the better correlation is between KA and CP. It confirms that knowledge
assets which includes experiential knowledge, routine knowledge, conceptual
knowledge and systemic knowledge as a main element of knowledge competence is
affecting to CP. This is consistent with the literature on knowledge competence. The
least it is correlated with culture capability. This confirms that even SMEs are
limited in terms of their resources, the ability of organization to use knowledge
helps company to improve their performance. The outcome shows that perceived
organizational performance and perceived market performance both depend on
knowledge assets and knowledge capabilities. Our results add to the growing
empirical evidence that knowledge competence is always related to the company
performance. Our results identified that mean differences between knowledge
competence and company performance are significant and this reflected in the
results of regression analysis and correlation analysis. Moreover, this is the first
evidence on knowledge competence and company performance in Kazakhstan, and
in Kazakhstan SMEs in particular. Our H, is confirmed. In the research we

hypothesized the moderating effects of environmental factors such as uncertainty
and dynamism on the relationship between company performance and knowledge
competence H,and H,. We failed to reject our null hypotheses meaning that

environmental dynamism and uncertainty not necessarily affect the relationship
between knowledge competence and company performance. We can conclude that
knowledge competence will improve company performance in the conditions of
unstable environment and predictable environment. There is an empirical evidence
that uncertainty doesn't have a moderating effect on firm performance and
knowledge even when the relationship is positive. Examples of SMEs showed that
there is no moderating effect on knowledge competence and company performance
relationship as well in terms of organizational factors such as size, industry and
technologies. This means that size of the company doesn't change the relationship
between knowledge competence and company performance which is consistent with
the research by Wu and Chen (2014) [148]. Although, it shapes the ability of the
company to obtain new knowledge. The same study has also distinguished the
different effect of industries on the knowledge. High-tech firms rely more on the
knowledge therefore, they tend to use and invest heavily in knowledge development.
Therefore, technologies also depend on the that. The results indicate that in the
SMEs in Kazakhstan, the impact of knowledge competence does exist, although
other organizational factors apart from size, industry and technology might affect
this relationship. Moreover, the environmental factors such as dynamism and
uncertainty make an influence on the relationship in any conditions. The results of
our research indicate the level of the development of knowledge management in
Kazakhstan. Because our study was on SMEs, where knowledge management
processes are more informal, results indicate that moderating factors are not
affecting the relationship because internally SMEs are struggling in getting
knowledge competence elements work together to maximize its result on company
performance. Difficulties faced by SMEs are explained by SMEs level of
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management development and availability of financial resources which at the end
affect SMEs technological development.

Summary for the third chapter

The results of model test showed that there is a relationship between
knowledge competence and company performance. The elements of knowledge
competence: knowledge assets, learning capability, innovation capability, culture
capability and communication capability are affecting the relationship between
company performance differently. The moderating effect of both environmental and
organizational factors was not supported. Environmental factor such as dynamism
and uncertainty don't moderate the relationship between knowledge competence and
company performance. Organizational factors like size, industry and technologies
don't moderate the relationship between knowledge competence and company
performance. The reason we failed to reject our null hypotheses related to
moderating factors lies in the sample and represent the situation in Kazakhstan.
Moderating factors don't affect the relationship between independent and dependent
variables due to the internal organizational problems that SMEs in Kazakhstan are
facing. Because knowledge assets and knowledge capabilities are internal factors
related to knowledge development inside the organization, the ability of a company
to exploit its knowledge is characterized by knowledge capabilities. Correlation
analysis identified different level of influence of each of the components of
knowledge competence on company performance.

International experience shows the role of knowledge in SMEs around the
world and draws the similarity as well as the differences between SMEs in
Kazakhstan and internationally. Moreover, our empirical findings indicate the areas
where SMEs should put more effort in order to develop knowledge and ensure long-
term development of organization.
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CONCLUSION

In this thesis theoretical aspects of theories contributed to the development of
knowledge competence are considered, the role of knowledge in organization is
identified and the relationship between knowledge competence and company
performance is analyzed through the primary data, suggestions for Kazakhstani
SMEs are presented after empirical analysis and analysis of international experience
in issues related to organizational knowledge in competitive environments.

1. The key theories contributed to the knowledge competence are:

- resource-based view of the firm

- knowledge-based view of the firm

- competence-based view of the firm

Based on these theories, organizational knowledge is the main source for
company's long-term development. Knowledge as an organizational asset has
unique characteristics which belong only to a particular organization and when
company is building on that knowledge it becomes company's source for
competitive advantage. There is distinction between organizational competence and
individual competence, although individual knowledge is contributing to
organizational which at the end generates organizational knowledge base.

2. Theories of knowledge management are discussed extensively and the
following is three generations of knowledge management were defined from the
literature: first generation of knowledge management was based on the development
of information technologies, including databases and repositories of knowledge and
identifying company's knowledge assets; second generation of knowledge
management was oriented and focused on creation of knowledge, through different
processes including sharing, exchange, the concepts of communities of practices and
concept of ba were introduced at that time; third generation of knowledge
management aimed to generate new knowledge and create innovations. Knowledge
management process and infrastructure capabilities were found out: knowledge
management process capability-acquisition, conversion, application and protection
of knowledge, knowledge management infrastructure - technology, organizational
culture and organizational structure.

3. Concepts of knowledge sharing, knowledge transfer and knowledge
exchange are analyzed in order to understand how is knowledge in the company is
generated, and contributes to the growth of organizational knowledge.

4. This work contributes to the development of theory in knowledge
management. The study on SMEs considers knowledge competence as a company's
competence that helps to develop organizational knowledge base and the following
definition of knowledge competence is created. Knowledge competence is the
capability of the organization to use existing knowledge assets with the support of
knowledge capabilities. . Based on the literature on knowledge competence, we
identify four knowledge capabilities: learning capability, culture capability,
communication capability and innovation capability. However, without knowledge

106



assets these capabilities don't have value to organization in terms of knowledge
competence development.

5. Company performance can be measure differently, although the influence of
the intellectual capital is always positive. Intellectual capital improves efficiency
and effectiveness of performance, helps to develop creativity and new knowledge,
unique to a particular company and very difficult to imitate by competitors which
ensures advantage.

6. Categories of knowledge assets were identified and defined into four
categories: experiential knowledge assets, conceptual knowledge assets, routine
knowledge assets and systemic knowledge assets. The trust is essential for the
development of each category of knowledge assets because it makes any
communication happen which at the end contributes to organizational knowledge.
Different levels of commitment to organization create different feelings within
employees which at the end affects their ability to share, exchange and transfer
knowledge in organization.

7. Model of the impact of knowledge competence on company performance
was introduced to understand the relationship between independent and dependent
variables and moderating factors.

8. The positive relationship between knowledge capabilities and company
performance, including financial performance, market performance, were identified
in both SMEs and large organizations.

9. Factors moderating the relationship between knowledge competence and
company performance are environmental dynamism and uncertainty, size of
organization, technologies used by the company and industry where company
operates.

10. Our empirical analysis proved that there is an impact of knowledge
competence on company performance in SMEs in Kazakhstan. Correlation analysis
has confirmed that knowledge competence elements affect SMEs performance in
Kazakhstan. Each of the factors correlates with company performance. The highest
correlation with knowledge assets and lowest with culture capability.

11. Environmental and organizational factors don't moderate the relationship
between knowledge competence and company performance. This indicates that in
this sample these factors don't moderate the relationship. Moreover, research in
SMEs in Kazakhstan has its own peculiarities which are characterized by the nature
of SMEs in the country compared to other SMEs and large organizations around the
world.

12. The relationship between knowledge competence and company
performance indicated the level of the dependence on internal resources and
capabilities in SMEs to improve the performance. Correlation analysis indicated the
weakest and strongest factors that affect the performance of companies.

13. International experience in the area of knowledge development and
building company's knowledge base related to creation of learning organization
which can function independently but by cooperation with the external environment,
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by building needed network for further development of organizational knowledge
and development of organizational capabilities.

14. Categorization of SMEs in relationship to technologies (technology-driven
SMEs, technology-following SMEs, technology-indifferent SMEs) available for the
organization determines company's ability to use technology. In order to develop
knowledge competence, technologies are considered as the main tool. But due to the
nature of SMEs in Kazakhstan which normally don't rely a lot on technologies, what
was proven by our research findings.

15. We suggested the possible ways for SMEs to develop knowledge assets and
knowledge capabilities to increase its influence on company performance. In the
conditions of economic instability and for the further shifts towards knowledge-
based economy, investments in human capital development, ITC and knowledge
management systems are the key success elements for long-term activities of SMEs.
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APPENDIX A

Date:

Dear Sir/Madam,

You are invited to participate in a research study titled “The Impact of Knowledge
Competence on Company Performance of SMEs in Kazakhstan”. This survey is a
part of PhD dissertation of PhD student at Kazakh British Technical University.
Your participation in this survey is voluntary and your response will be anonymous.
Thank you very much for your time and co-operation.

If you would like to have a feedback of the results of this survey, please send an
email to diana_amirbekova@hotmail.com

Yours Sincerely,

Diana Amirbekova

Section | of the survey is related to general information about participant and
company.

Please answer questions or put a tick mark in the appropriate box wherever
required.

1. When was your company established?

2. What industry is your company involved in?

Agriculture, forestry and fisheries

Mining and quarrying

Manufacturing

Electricity, gas, steam and air conditioning

Water; sewerage system, control over the collection and distribution of waste
Construction

Wholesale and retail trade; repair of motor vehicles and motorcycles
Transportation and warehousing

Accommodation and Food Services

Information and Communication

Financial and insurance activities

Real estate

Professional, scientific and technical activities

Activitiesin the field of administrative and support services

Public administration and defense; compulsory social security
Education

Health and social services

Arts, entertainment and recreation

Other service activities

N Y Y Y
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1 Activities of households as employers of domestic workers and production goods
and services for personal consumption

1 Activities of extraterritorial organizations and bodies

1 Other, please specify:

3. Position
4. What is the highest degree or level of school you have completed?
1 High school
] Undergraduate degree
] Other, specify please:

5. Number of employees in the company:
1 1-50
1 51-150
1 151-250
-] Over 250

6. Which technologies your company had implemented?
I Internet
] Intranet
] E-commerce
] Data warehousing
"1 Knowledge management software
1 Decision support system
] Data management system
"] Automated manufacturing
If any other, please specify:

Section 11 of survey is related to the knowledge competence components.
Please put a tick mark in the appropriate box.

1.Knowledge assets — all knowledge available to organization, including tacit
knowledge which embedded in individuals and explicit knowledge which stored in
manuals, documents and procedures.

1.1. Experiential knowledge

# | Question Strongly | Disagree | Neither Agree Strongly
agree nor Agree
Disagree 2 disagree 4
1 3 5
1 | Employees are
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encouraged to
share their hands-
on experience

Employees are
willing to share
their experience

Employees are
encouraged to
express their
emotional
knowledge such
as care and love

Employees are
encouraged to

acquire and
accumulate know-
how through
experience at
work
1.2. Routine knowledge
# | Question Strongly | Disagree | Neither Agree Strongly
agree nor Agree
Disagree 2 disagree 4
1 3 5
1 | Employees realise

the importance of
knowledge in
routine operations

Certain patterns of
thinking and
action are
reinforced through
continuous
exercises

High levels of
participation are
expected in
capturing and
transferring
knowledge

Employees are
valued for their
individual

121




expertise

1.3.

Conceptual knowledge

Question

Strongly

Disagree
1

Disagree

2

Neither
agree nor
disagree

3

Agree

Strongly
Agree

5

Firms demonstrate
design criteria by
adopting images,
symbols and
language

Firms demonstrate
product
characteristics by
adopting images,
symbols and
language

Firms demonstrate
brand equity by
adopting images,
symbols, and
language

Employees are
encouraged to
interact with other
organizations (e.g.
partners,
customers) to
establish brand

equity

1.4.

Systemic knowledge

Question

Strongly

Disagree
1

Disagree

2

Neither
agree nor
disagree

3

Agree

Strongly
Agree

5

Provide well-
organized product
documents

Provide easy
access to product
database or
catalog
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Restrict access to
some sources of
knowledge

Clearly
communicate the
importance of
protecting
knowledge

2. Knowledge capabilities

2.1. Learning capability

i

Question

Strongly

Disagree
1

Disagree

2

Neither
agree nor
disagree

3

Agree

Strongly
Agree

5

Company's
explicit
knowledge is
stored for
supporting
business work

Company has
many specialists
for supporting
various works

Any problem in
the company can
be solved quickly
with current
knowledge

Company
encourages self
learning

Company has an
effective training
system

2.2 Cultural capability

#

Question

Strongly

Disagree

Neither
agree nor

Agree

Strongly
Agree
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Disagree
1

disagree
3

Company has an
open culture
which accepts
new ideas and
innovation

Company has
ability to review
itself and see
things in different
manner

Company's
culture creates
trust for
cooperation
between
employees

2.3. Communication capability

#

Question

Strongly

Disagree
1

Disagree

2

Neither
agree nor
disagree

3

Agree

Strongly
Agree

5

Company applies
IT and modern IS
for facilitating
communication

Company
encourages idea
exchange methods
for creative ideas

Company often

organizes meetings

for employees to
share knowledge

2.4. Innovation capability

I

Question

Strongly

Disagree

Disagree

2

Neither
agree nor
disagree

Agree

Strongly
Agree
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Company has
ability to make
change of its
management system

Company has
flexible structure
which can be
changed if
necessary

Company can
create adapted
products/services
for various
customers

Section 111 of survey is related to the company performance.
Please put a tick mark in the appropriate box.

Company performance —

improvements of financial and non-financial

achievements of the organization in the last 3 years compared to their
competitors.
3.1. Organizational performance

#

Question

Strongly

Disagree
1

Disagree

2

Neither
agree nor
disagree

3

Agree

4

Strongly
Agree

5

Quality of
products, services
or programs

Development of
new products,
services or
programs

Ability to attract
essential
employees

Satisfaction of
customers

Relations among
employees in

general
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3.2. Market performance

# | Question Strongly | Disagree | Neither Agree Strongly
agree nor Agree
Disagree 2 disagree 4
1 3 5
1 | Growth in sales
2 | Profitability
3 | Market share
Section 1V of survey is related to the environmental factors.
Please put a tick mark in the appropriate box.
4.1. Environmental uncertainty
# | Question Strongly | Disagree | Neither Agree Strongly
agree nor Agree
Disagree 2 disagree 4
1 3 5
1 | Economic external
environment of the
company is stable
2 | Technological
external
environment of the
company is stable
3 | Political
environment of the
company is stable
4.2. Environmental dynamism
# | Question Strongly | Disagree | Neither | Agree | Strongly
Disagree 2 agree nor 4 Agree
1 disagree 5
3
1 | Company changes its

marketing practices
often to keep up with
the market

The rate at which
products/services are
getting obsolete in
the industry is high

Actions of
competitors are easy
to predict
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4 | Demand and
consumer tastes are
fairly easy to forecast

5 | The technology of
productions/services
change often

[Ipurnamaem Bac npuHATE ydacTME B AHKETUPOBAHWM 110 HCCIECAOBAHHIO
TeMbl «BiusHHEe KOMIETEHIMN 3HAHUM Ha pe3yJbTaT IEATEIbHOCTH B KOMITAHUSAX
Majoro u cpeaHero OwusHeca B Kaszaxcrane» nokropanta KazaxcraHcko-
BpuTtanckoro TexHMUECKOro yHuBepcutera AMupoexkoBoi /.

Bame ygactue siBisieTcsi JOOpPOBOJIBHBIM U OJIHOCTbIO AHOHUMHBIM.

braronapro Bac 3a yaeneHHoe BpeMst U COTPYJHUYECTBO.

Ecnu Bac 3anHTEpeCyrOT pe3yJbTaThl UCCIE0BAaHUS, OKAIYICTa, OTIPABHTE
3aIpoc Ha AIeKTpoHHBIN anpec: diana_amirbekova@hotmail.com
C yBaxkeHHEM,

Awmupb6ekosa /nana

Jara 3aMOJIHCHUS Peruon (ropoa/o0nacth)

| paznen.Bonpocel, cBsi3aHHbIE ¢ 0011eii HHpopManel 0 KOMIIAHWHU U
pecroH/IeHTe.
[ToxxainyiicTa, OTBETbTE HA BOIIPOC MJIM MIOCTABHTE raJOUKy B COOTBETCTBYIOIIEM
oJie, TJe ATO TpeOyeTcsl.
1. 'on ocHOBaHMS KOMITAHUU
2. Cepa nearenbHOCTH KOMITAaHUU

] Cenbckoe, JIECHOE U PHIOHOE XO3SIMCTBO
["opHOIOOBIBaOIIAs TPOMBIIITICHHOCTH M pa3paboTka KaphepoB
OOpabaTeiBaroiias MPOMBILIIIEHHOCTb
DnexTpocHabkeHue, o1avua ra3a, napa u BO3AYIIHOES KOHIUITMOHUPOBAHUE
Bonocuabxenue; kaHaIM3aImoOHHAs! CUCTEMA, KOHTPOJIb Ha/l cCOOpOM U
pacmpeeieHieM 0TX0I0B
CrpouTenscTBO
OnToBast U pO3HUYHAS TOPTOBJIS; PEMOHT aBTOMOOMIIEH U MOTOIIUKIIOB
TpaHCcnoOpT U CKIIAIUPOBAHUE
VYeayru o mposKMBaHUIO U TUTAHUTO
Nudopmanus u cBs3b
duHaHCOBAs U CTPaxoBasi ACSITEIHHOCTD
Omneparnuu ¢ HeIBI>KUMBIM UMYIIIECTBOM
[IpodeccrnonanbHas, Hay4Hasi 1 TEXHUYECKAsI IEATEbHOCTh
JlesiTebHOCTD B 00J1aCTH aIMUHUCTPATUBHOT'O UBCIIOMOTaTENIbHOTO
00CTy>KUBaHUS

0 B B B R B

N I O I
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[
]
0

JIOJKHOCTB

3.
4. Yposens Bairero o6pazoBanus
[l

U
U

["ocynapcTBeHHOE yIpaBieHne U 000POHA; 00513aTEIBHOE COLUAIBHOE
oOecrieyeHue

Oo6pazoBaHue

31paBOOXpPAaHEHUE U COLIMAIIBHBIE YCITYTH

HckyccTBO, pa3BieyeHust U OTABIX

[IpenocraBienre Npoyux BUAOB YCIYT

JlesiTeIbHOCTD IOMAIIHUX X035UCTB, HAHUMAIOIIMX JOMAIIIHIOK MPUCIYTY U
MTPOU3BOJISIINX TOBAPHI M YCIYTH ISl COOCTBEHHOTO MOTPEOICHUS
JlesTeIbHOCTh SKCTEPPUTOPHUATILHBIX OpTaHU3AINI H OPTaHOB

Hpyroe, noxanyicra, yKaxxuTe:

Cpennee (11koJa)
Bricuiee (GakanaBpuar)
[pyroe, noxanylcra yKaxure:

5. KonuuectBo pa6OTHI/IKOB B Balllci KOMIIAHUU:

U
U
U
U

1-50
51-150
151-250
bosee 250

6. Komnanus HCIIOJIB3YCT CIICAYIOIIUC TCXHOJIOINU!

[]

N T I O O O

NuTepner

HNuTpaner

DJIEKTPOHHAsI KOMMEPLUS

XpaHWIMIIE TAHHBIX

[TporpamMmMHOe obecrieueHue sl yIpaBJIeHUs 3HAaHUAMU
Cucrema nojAepKH NPUHATHS PELICHUS

Cucrema ynpasiieHMs JTaHHBIMU

ABTOMAaTH3UPOBAHHOE TPOU3BOJICTBO

Hpyroe, noxanyrcra,

YKaXUTe:

Il paznen. Bonmpochl cBSI3aHbI ¢ KOMIIOHEHTAMHU KOMIIETEHUMU 3HAHUIN (AKTUBBI
3HAHMH, BO3MOKHOCTH 3HAHUI).
[ToxanyiicTa, HOCTaBbTE rajJOuKy B COOTBETCTBYIOILEM IIOJIE.

1.

AKTHBBI 3HAHMM — 3HAaHUS, JOCTYIHBIE OpPraHMW3alHMH, B TOM YHCIIE

sIBHbIe, KOTOpPbIC 3allMCAHbl U XPAHATCS B JOKYMEHTaX, W HesIBHbIe 3HaHUS,
KOTOPBIMU 00JIa[al0T JIIOJU, WX CJIOKHO BBIPA3uTh B MHUCHbMEHHOUW (opMme, OHH
MPUOOPETAIOTCS HA JTMYHOM OTIBITE.

1.1. 3Hanusl, OCHOBAaHHbIE HA ONbITE
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Bormpoc

llonnocm
blO He
coclnaceH

He
coanac
eH

Hu
«coenacen
», HU «He
CO2NaAcen»

Coenace
H

llonnocm
1370)
cocnaceH

3

Kommnanus
MPUBETCTBYET.KOT 1A
COTPYIHUKH ACIATCA
CBOHUM ITPAKTUYECKUM
OIIBITOM

CoTpyaHUKHU Bceraa
TOTOBBI JISTTUTHCS
CBOUM OITBITOM

Kommanus
MIPUBETCTBYET, KOT/1a
COTPYIHUKH
JTEMOHCTPHUPYIOT
CBOH
SMOIIMOHAJILHEIE
3HAHHUA, TAKHE KaK
3a00T1a 1 JIT000Bh

Kommanus
MPUBETCTBYET
npUOOpETEHUE U
HaKariiBaHUe HOY-
Xay 4epe3 OIbIT B
pabote

1.2. PyTuHHbBIC 3HAHUS

#

Bormpoc

lloanocm
bl He
coalacen

He
coauac
eH

Hu
«coenacen
», HU «He
CO2NACEH»

Coenace
H

Iloninocm
190)
cozlacen

3

CoTpyaHuKH
MTOHUMAIOT BaJKHOCTh
3HaHUU B PyTUHHBIX
onepanusx

HekoTtopsiemonenu
MBIIIJICHUS U
JIEUCTBUI YCUJICHBI
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yepe3 MOCTOSIHHbIE
yHIpa>KHEHUS

Bo Bpems nonydyenus
U Tiepe/layy 3HaHu’
KOMITaHUS 0KUIAET
BBICOKH ypOBEHb
BOBJICUCHHOCTH
Ka)XJIOTO COTPYAHUKA

Kommanus nenur
COTPYIHUKOB 3a UX
VHJIUBU Y AJIbHBIN
OIBIT

1.3.

KOHIIelITyaJ'ILHLIe SJHAHUA

Bormpoc

llonnocmuio
He Cco2lacen

He
coalacen

Hu
«coenacemny,
HU «He
CO2NACEeH»

Coenacen

llonnoc
mvio
coenacem

3

OcobenHoCTH
KPUTEPHIA
nu3aiHa
KOMITaHUH
OTPAXKAOTCS
yepes
n300pakeHus,
CHUMBOJIBI U
SI3BIK

Ocobennoctu
MPOIYKITHH
KOMITaHUH
OTpaXKaroTCs
gepes
M300paKeHMUS,
CUMBOJIBI U
SI3BIK

OcobeHHoCTH
Openma
KOMITAaHUU
OTpakaroTCsI
Jyepes
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U300paKeHUsI
CHUMBOJIBI U
SI3BIK

Bormpoc

llonnocmuio
He cozlacen

He
coalacen

Hu
«coanacemy,
HU «He
CO2NACEeH»

Coenacen

Ilonnoc
mvio
coenacem

3

5

Kommanus
PUBETCTBYET
B3aMMOJICHCTBHE
C IpyTUMH
OpraHu3alUsIMHU
(Hanpumep,
napTHepaMu
WIH KJIMEHTaMH )
IS
oTpeeICHUS
0coOeHHOCTEH
MIPOTYKITAN

1.4.

CucremMaTuyecKue 3HAHUS

Bormpoc

Ilonnocms
10 He
coenacen

He
coanace
H

Hu
«coanacen
», HU «He
CO2NACEeH»

Cocnace
H

llonnocmo
10 coenacen

3

JIoKyMeHTanus no
MPOAYKLUHU
CUCTEMaTU3HPOBA
Ha U
OpraHu30BaHa

Hoctym k 6aze
JAHHBIX WA
KaTajory JerKo
JOOCTYTIEH

K nHexoropsim
UCTOYHUKAM
3HAHUU TOCTYII
OTpaHUYECH

CotpynHuku
OCBEJIOMJIEHBI O
BAXKHOCTH 3aLUTHI
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‘ 3HAHUU

2. BO3MOKHOCTH 3HAHM I
B03M0KHOCTH, MO3BOJISIONIHE 3HAHUAM CTAHOBHUTHCSI KOMIIeTEHI[HEi.
2.1. Bo3M0O:XKHOCTDH 00y4eHusI

#

Bomnpoc

Iloanocmoio
He cozllacen

He
coanacen

Hu

«coenaceny,

HU «He
Co2claAcen)

Coecnacen

Ilonnoc
muio
coanace
H

s
oA/IepKaHMS
paboThI
KOMIIaHUS
XPaHUT SIBHBIC
3HAHUS

J{nst pasHoro
BHJIa paboT
KOMITaHUS UMEET
JIOCTATOYHOE
KOJIMYECTBO
CIEIHAINCTOB

JIrobas mpobiema
pemiaeTcs
OBICTpO, C
HCIIOJIb30BaHUEM
MMEIOLTUXCS
3HAHHUI
KOMIaHUU

Komnanwms
MIPUBETCBYET
camoo0pa3oBaHue

Kommanus nmeet
¢ pexTuBHYIO
CUCTEMY
TPEHUHTOB

2.2

. BO3MOKHOCTBH KYJIBTYPbI

Bormpoc

llonnocmuwio
He co2llaceH

He
coanacen

Hu

«cocnaceny,

HU «(HeE

Coecnacen

Ilonno
cmvio
coanac
en
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Cocnacen»

Komnanus nmeer
OTKPBITYIO
KyJbTypYy,
KoTopas
MIPUHUMAET HOBBIE
UACH U
WHHOBAIIUHA

Komnanun
CIIocoOHa
MIPOBOUTH
CaMOOIIEHKY U
MIPUHUMATh
COOTBETCTBYIOIIIHE
MEpBI B IEJISIX
KOPPEKTUPOBKHU

OpranuzanuonHas
KyJbTypa CO3JaeT
JOBEpUE TS
COTpYJHHYECTBA
MEXIY
paboTHUKaAMU

2.3. Bo3M0:KHOCTh KOMMYHHMKAIHI1

#

Bomnpoc

Tloanocmoio
He co2NlaceH

He
coalacen

Hu
«coenacemy,
HU «He
CO2NACEH»

Coenacen

Ilonno
Cmvio
coanac
el

Kommanus
HCTIONB3YET
nH(pOpMAITMOHHBIC
TE€XHOJIOTUHU U
COBPEMEHHBIC
MH(}OpMaAIIMOHHBIE
CUCTEMBI JIJIs
COJICHCTBUA
KOMMYHUKAIIUH

KomMmnanng
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IIPUBETCTBYIOT
METOIbI 0OMEHA
UIESIMH IS
pa3paboTku
KpEaTUBHBIX HJICH

Komnanus gacro
OpraHu3yer
BCTPEYH Ha
KOTOPBIX
pabOTHUKU MOTYT
TEITUTHCS
3HaHUSIMH

2.4. Bo3Mo:XHOCTH HHHOBAIINH

#

Bormpoc

llonnocmuio
He Cco2lacen

He
Cco2lacen

Hu
«coenacemny,
HU «He
cocnaceny

Coenacen

Ilonnoc
moio
coanace
H

Kommanus nmeer
BO3MOKHOCTbD
MIPOBECTH
U3MEHCHUS B
CUCTEME
YIIPaBJICHUS

Kommanus nmeet
THOKYIO
CTPYKTYPY,
KOTOpasi MOXeT
OBITH U3BMEHEHA B
ciyvae
HEOOXOIUMOCTH

Komnanusa moxer
CO3/7aBaTh
aJanTUPOBAHHbIE
OPOJIYKThI/yCITyTH
JUTS pa3JInYHBIX
KJIMEHTOB

Il paznen. Bompochl cBA3aHbI ¢ pe3yJibTATAMU JAeATEJIbHOCTH KOMIIAHUH.
[ToxkanyiicTa, HOCTaBbTE rajJO4YKy B COOTBETCTBYIOILEM TIOJIE.
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Pe3yabTarhl 1eITEJILHOCTH KOMIAHUM — yJydllieHue (PMHAHCOBBIX U
He()DMHAHCOBBIX MOKA3aTe/ell OpraHu3alnyu 3a nocJjeaHue 3 roga B CpaBHEHNH
¢ KOHKYPEHTAMM HA PbIHKe.

3.1. Opranu3anmoHHas J1eATeJTbHOCTh

#

Bomnpoc

lloanocmuwio
He co2NlaceH

He
co2nacen

Hu
«coenacemny,
HU «He
CO2NACEH»

Coenacen

Ilonnoc
muio
coanace
H

[IpownsBoacTBO
Ka4eCTBEHHBIX
IIPOAYKTOB,
YCIYT WIN
porpamMm

Pazpabotka
HOBBIX
MIPOTYKTOB,
YCIIYT WJIH

[IpuBneuyenue
HEO00XOIUMBIX
COTPYJTHHKOB

VY ioBieTBOpEHUE

MTOKYIIATEJIEN

OTHOIIIEHUS
MEXTY

COTpPYIHUKaMHU B

LIEJIOM

3.2.

JesiTeIbHOCTH HA PBIHKE

Bormpoc

Iloanocmo
10 He
coanacen

He
coauace
H

«cocnacen»

COo2clACEeR»

Hu

, HU «HE

Coenace
H

lloanocmo
10 cozalacen

3

Poct npomax

PenrtabenpHOCT
b

Jlonst Ha pBIHKE
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IV paznen. Bopocskl ¢Bsi3aHbl ¢ (PAKTOPAMM BHEIIHEH Cpe/bl.

HO)K&JIYﬁCT&, IMTOCTAaBbTC I'aJIOUKY B COOTBCTCTBYIOIICM IIOJIC.

4.1. HeonpenejeHHOCTh BHEIIHEH cpeabl

#

Bormpoc

llonnocmo
10 He
co2lnaceH

He
coanace
H

Hu
«CO2nNaceHy
, HU «He
cocnaceny

Coenace
H

llonnocmo
10 Co2NaceH

3

DKOHOMHYECKAS
BHEIIIHSSI cpefia
KOMITaHUH
cTabmiIbHA

TexHosorn4yecka
sl BHEITHSS cpeJia
KOMIIaHUHU
cTabmIIbHA

ITomutnyeckas
BHEIIHSS cpefia
KOMITaHUH
cTabmiIbHA

4.2.

JIlnHaMu3M BHeENIHEH Cpeabl

Bormpoc

llonnocms
10 He
coenacen

He
coanace
H

Hu
«coanacemn
», HU «He
CO2NACEH»

Coecnace
H

llonnocmeo
10
coenacen

3

Kommanus gacto
MEHSET
MapKETHHTOBBIC
JIEHCTBHS, YTOOBI
COOTBETCTBOBATH
PBIHKY

YpoBeHb
ycTapeBaHus
IPOAYKTOB/YCIIyT
Ha PhIHKE
JIOCTaTOYHO BBICOK

JlenicTBus
KOHKYPEHTOB
JIETKO

136




peICKa3yeMbl

Cnpoc n
MPEANOYTCHUS
MOKYIIaTeNen
JIETKO
IIPEACKA3YEMBI

Texnonorun
IPOM3BOCTBA/yCT
yT MEHSIOTCS
94acTO Ha PhIHKE
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F=
' Institute of Engineering
and Information Technologies

KBTY VHXWHUPWHT aHe Institute of Engineering VIHCTUTYT MHXUHUPWHTA 1
aKnapaTTblK TEXHONOruaAnap UHCTUTYThbl & Information Technologies of KBTU VHGOPMaLUMOHHbIX TexHonoruit KBTY
AKT BHEAPEHMU I

Pe3yIbTaTOB AHCCEPTALHOHHOIO HecJeA0BaHusl AoKTopaHTa PhD
Amup6exosoii /LK. na remy «The Impact of Knowledge Competence on

Company Performance of Small and Medium Enterprises in Kazakhstan»

TOO «MHCTUTYT HHKMHUPHUHIa ¥ HH(QOPMALMOHHBIX TEXHOJOTHIM
coBmMectHo ¢ Hammonansaoit Ilamaroit Ilpeanmpunumareneit «ArtamexeH»
y4acTByeT B NpOeKTe «JlenoBple CBA3W» Ha OKa3aHUE MOINEPXKKH CyOBeKTam
Majloro M CpPeIHEero  NpeANpUHHMATeIbCTBA, OCYIIECTBISIOIIAM  CBOKO
JeSITeIBHOCTh B MPHOPHUTETHBIX CEKTOpPAaxX SKOHOMHKHM B paMKax IPOrPaMMBI
«Jlopoxnast kapra OusHeca 2020». KonM4ecTBO y4YaCTHHKOB IPOTPaMMEI
cocraBuio 550 wuemoBek B 9 ropomax Pecmy6mmku Kasaxcran (mporpamma
MIPUJIAraeTcs).

Hacrosimum moaTeepaaro, 4TO pesysbTaThl AUCCEPTAMH AMHPOEKOBOM
Hwuaner KaiipatoBubl, Ha Temy «The Impact of Knowledge Competence on
Company Performance of Small and Medium Enterprises in Kazakhstan» 6sinu
BHEJIPEHBI B IIPOBEJEHHE TPEHHUHIOB M BeOMHApoB s pykoBoauteneit MCBH B
npoekTax 2016-2017rr., 2017-2018rr., a IMEHHO 110 CIEAYIOIIUM TEMaM:

e VHHOBAalMOHHBIA MEHEDKMEHT U yIIpaBleHHe U3MEHEHUSMU;
e VYmpaBieHHEe [TepPCOHANOM;
e VmpapjeHHe HHHOBALMAMH U U3MEHEHUAMH (BeOUHAp).

Hns nposenenuss TpeHuHroB AmmpbGekoBoit J[.K. 6bpu1 mpemocraBien
MaTepuall W IpPOBEJIEHbl 3aHATUS Ha OCHOBE BBIBOJOB W PEKOMEHALHIA,
TIOJIyYEHHBIX B IUCCEPTALIUH:

e AHanM3 OCHOBHBIX TeH/IeHUu# u npobyiem passutust MCB B Kasaxcrane;

e Pa3puTie OCHOBHBIX KOMIIETEHUMH 3HAHWH IJIsI MOBBILICHHS KOHKYPEHTHOTO
[IPEUMYIIECTBa KOMITAaHHH;

e Ornpenenenne CcAepKUBAIOMKMX (AKTOPOB, TAKUX KaK TEXHOJOTHH, pasMep
NPENNPUATHS, WHIYCTPHs, AMHAMHU3M U HEONpPENeNeHHOCTh BHEIIHEH Ccpemsl,
BIMSIIOILUX Ha Pa3BUTHE KOMITAHHH.

IlpencraBneHHpli  MaTepual  XapaKTepU3yeTcsi OOLIMPHBIM  CIIUCKOM
HCITOJIb30BAHHOM JINTEpaTyphl, HaIM4YHEeM JOKa3aTeabHOH 0a3bl (OmpoCel u
pe3yJIbTaThl aHAIN3A).

I'enepanbHbIii AUPEKTOP

C | Mo
. a # TOO «MHCTHTYT HHKHHHPHHD
B mE El B 522 /3 o
Eoom ¥ HHGOPMALHOHHBIX TEXHOTOLHIDS | =~ K. X. Xacenos
EE EEE = @ - =1
a =B ] R\

EEEEHE m = N,
" EEmEE EE B (4 >>cgyyyua/%4._/2017l‘.’ : ,
ol : : g - : - EE E =® r/@ﬁ_,(}/ﬁbﬁ),’?{aaaucrau Pecny6nukackl, Anmatel k., 59 Tene 6u K-ci.

050000, Pecnybnuka KasaxctaH, r.Anmartsl, yn.Tone 6u, 59.
59 Tole bi Street, 050000, Almaty, Kazakhstan.

Ten.: +7 (727) 250-39-63, ®akc: +7 (727) 250-39-63

nn EEE =

IRFEESESNSE EHN NoE N n n i
EEEEE SN EEN SN BN @ E-mail: '"f°@i't2:3't§
| ] mEn EEEREEAER ] ] i :
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«KA3AKCTAH-BPUTAH KAZAKH g AKLUMOHEPHOE OBLECTBO
TEXHUKATIbIK YHUBEPCUTETI» y e : N -] —— «KA3AXCTAHCKO-BEPUTAHCKUNA
AKLUMOHEPIK KOFAMBI C A L TEXHUYECKUI YHUBEPCUTET»
EN TN ER S 1-T Y
050000, Anmatsl k., Tene 6u k-ci, 59 050000, r. Anmartbl, yn. Tone 61, 59
Ten.: +7 727 272 04 89, chakc: + 7 727 272 33 68 Ten.: +7 727 272 04 89, bakc: + 7 727 272 33 68
e-mail: kense@kbtu.kz, www.kbtu.kz e-mail: kense@kbtu.kz, www.kbtu.kz

19.09. L01F ne 74/ —c1 /1205~

AKT
O BHeapeHHN Pe3yJbTaTOR HCCEPTAIHOHHOIO HCCJIC/IOBANNSA
noktopadTa Amup6ekosoii [Inanni Kajipatosubl na temy «The Impact of
Knowledge Competence on Company Performance of Small and Medium
Enterprises in Kazakhstan»

Marepuabl, OCHOBHBIE IOJIOKEHUS M PE3yabTarhl  JIMCCEPTAIIMOHHOTO
uccieaoBanus aoktopanta Amupbexosoit [nansl Kaiipatosubni na temy: «The
Impact of Knowledge Competence on Company Performance of Small and
Medium Enterprises in Kazakhstan», Obiin Biiepennl B yueOubiit npotiece busiice
[llkossl MpH MpenojaBaHuy JUCHUIMH  «Innovation Management». «Stralegic
Management» u «Introduction to Management» Juisi CTY/ICHTOB CIIEIHATLHOCTCH
«Menejpkmen™ 1 «®Punance» B 2015 - 2016 yu.r. u 2016 - 2017 yu.r.

[IpopexTop 110 akaeMu4ecKuM Bonpoczﬁu
AO «KBTY» "
a.9.H., npodeccop

001292
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M. IYJIATOB ar. KOCTAHAVCKUM

KOCTAHAI VHXEHEPHO-
WHXEHEPJIIK- OKM H3¥ SKOHOMUYECKUA
SKOHOMMKAJIBIK VHUBEPCUTET
VHUBEPCUTETI um. M. IYJIATOBA
AKT BHEJIPEHMSI

pe3yJIbTAaTOB JAHCCEPTALHOHHOIO HCCJIeJOBAHHUS
Amupb6exosoii /I.K. Ha Temy «The Impact of Knowledge Competence on

Company Performance of Small and Medium Enterprises in Kazakhstan»

Pesynbrathl Hay4qHOrO HccliefioBaHUS AMHpPOeKoBoOd JluaHsbI
KaiipaTroBHb! GbUTM BHeIpeHb! B y4eOHbIH mpouecc KocTaHalickoro WHXeHepHO-
9KOHOMHYECKOI0 YHHBepcuTeTa uM. M. JlynaTtoBa mpu npenojaBaHuK JUCIUILIIHH
«MeHemKMeHT», «YTIpaBlieHHe NEePCOHANIOM» ISl CTYACHTOB 2-T0 U 3-r0 KypcoB
crnenydanbHOCTH «MeHemkMeHT», «@uHaHCB)Y U «OKOHOMHUKAY. JlaHHBIN
MaTepuall NpPEeACTaBIsgeT  Hay4HBI MHTEpeC, TaK KaK COBpPEMEHHBIE YCIOBHUS
pa3BUTHsA OOLIECTBA, TaKUe KaK IIIo0ain3anusi 5KOHOMUKH, 000CTpEHHE PEIHOYHOM
KOHKYPEHLIUH, JOMUHHPOBAHHE TEXHOJOI'WH, OCHOBAaHHBIX Ha HOBBIX 3HAHUSX,
ONBITE, WHTEJUIEKTE, YBEJIWYCHHE COLMUAJbHOM OTBETCTBEHHOCTH OM3Heca
(GOpMHUPYIOT OCHOBHbIE KOMIIETEHLMH Yy CTYIEHTOB M IIOMOTAlOT BHICTPOMTH
3¢¢dexTHBHYI0 00pa3oBaTeNbHYIO CHCTEMY. PacCMOTpeHHBIE BONpPOCH B
uccnenosanun  Ammp6ekoBoit J[.K. 000OCHOBaHBI NPHUKIAJHBEIM XapakTEPOM,
NPaKTHYECKMMH  IpUMepaMM, IpPHMEHHMMBIMH METOJaMH WMHHOBAlMii B
YIPaBIEHUU NIEPCOHATIOM, KOTOpBIE OTBEYAIOT 3aIpocaM KHU3HU U MOTPeOHOCTSIM
Pa3BHUTHS JUYHOCTH, OOIIECTBA ¥ rOCYAapcTBa.

T AVNIATOg
=) VKA KA,
e SAxe

¥ S AOMHYECK, 1C

K.3.H., aCCOIIHMPOBaHHBIIi npodeccop,
Jekan 3koHOMH4Yeckoro pakyabTera KU

DAKYABTET
SKOHOMUSECKIMIA
QAKYNLTET
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