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Abstract. Nowadays, organizations in all business aspects are coming to view
knowledge management as one of the most valuable and strategic assets and looking for new
ways to improve their performance through multiple strategies such as IT capability and
knowledge management processes which should be already embedded in organization. The
purpose of this study is to explore the relationship between knowledge management processes,
IT capability and organizational performance in the context of information and communication
technology sector (ICT). More specifically, it develops a new conceptual framework about the
mediating effect of IT capability on the relationship between knowledge management
processes and organizational performance. This model would help decision-makers,
practitioners and managers involved in ICT sector enhance their perceptions of knowledge
management process and consider the significant role of knowledge management process and
IT capability in improving organizational performance. Further, the scope for future study is to
test and validate the proposed model by collecting the primary data from ICT companies.
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Introduction

ICT sectors are considered as one of the fastest developing and growing organizations
and the most significant sectors in the business scope (Teki, Ozkale & Ayhan, 2018). This
sector operates under constant pressures. So, they are continuously seeking to develop their
strategies and capabilities to improve organization performance (Mustafa & Badarin, 2016).
Buddecomm (2018), argued that upon the competitiveness of the ICT sector in the Middle East,
and instability in the Middle East, Jordan has become a centre for ICT companies. It is worth
noting that telecommunication companies need to improve their performance in order to
support the progress of national economy (Valinejad & Rahmani, 2018; Ahmadi, Petrudi, &
Wang, 2017).

According to RACKNAP report (2019), inefficient information technology (IT) systems
and strategies have been the most important challenges for the telecommunication sectors to
deal with in order to reach target customers. So, ICT companies should adapt their organization
to a certain level of ICT innovation to maintain organizational flexibility and meet customer
expectations. In order to gain competitive advantage and improve their performance,
telecommunication sectors in Jordan should enhance their technological capabilities and invest
more in information technology (Hajir et al., 2015). Subsequently, IT as a significant factor
must be used in business procedures and techniques (Ghobakhloo et al., 2012). More
specifically, combining Information Technology capability (IT capability) with other
organization strategies is a prerequisite for better performance and sustainable competitive
advantage (Liang, You, & Liu, 2010; Homaid, Minai, & Rahman, 2015).

Among the most well-known organizational strategies, it has been confirmed that
knowledge management (KM) has a competitive advantage for telecommunication
organizations in Jordan (Qasrawi, Almahamid, & Qasrawi, 2017; Hajir et al., 2015). Moreover,
KM processes positively affects the overall progress of industry and addresses the requirements
of organizations in certain areas (Mashal, 2018). So, if ICT companies need to improve their
creative power, they should work to keep KM processes.
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However, despite interest shown by business and academic domains, there is a lack of
comprehensive research on knowledge management (Akroush & Al-mohammad, 2010).
Moreover, there is a need for empirical evidence which is explicit and unequivocal regarding
the influence of knowledge management on innovation technology and its performance.
Therefore, further understanding of knowledge management implementation and its
relationship with IT capability and Organizational Performance (OP), in particular, in
Jordanian telecommunication and information technology organizations is required (Alrubaiee,
Alzubi, & Hanandeh, 2015). This study adopts KM processes and IT capability to find out the
catalysts of OP for ICT companies in Jordan.

Literature Review

Organizational Performance (OP)

OP represents an essential part of organization management. Also, organizational
performance indicates a central position regarding the field of organizational research (Lewin
& Minton, 1986). According to Dess and Robinson (1984), many researchers have measured
organizational performance through either objective or subjective data (as cited in Croteau &
Bergeron, 2001). Croteau and Bergeron (2001) confirmed that an objective approach refers to
financial performance while a subjective method addresses perception of respondents. There
are other methods of performance measurement offered in the previous literature. Sabella,
Kashou, and Omran (2014), indicated several elements for measuring performance including
quality performance, business customer satisfaction, operational performance, organizational
growth, and employee satisfaction. In addition, financial performance, innovation
performance, market, and social responsibility are elements of organization performance
measurement (Sadikoglu & Olcay, 2014). Neely (1999) indicated that organizational
performance is a critical measurement in evaluating the failure or success of an organization.
According to Moullin (2007), organization performance measures an organization’s value and
management delivered to its customers and stakeholders. Organizational performance is the
measurement method in assessing company accomplishment and # delivers and creates the
organization’s value to the internal and external customers. Therefore, it is significant for the
organizations to measure their current performance situation in order to improve their
organization performance in the future (Antony & Bhattacharyya, 2010).

This study focuses on the organizational performance in the services sector. Therefore,
both performance measures; financial and non-financial, will be included to measure the
organizational performance which were adopted from Sadikoglu and Olcay (2014). Sadikoglu
and Olcay (2014), in their study has used multiple performance factors, that are operational
performance, employee performance, innovation performance, customer results, social
responsibility and market and financial performance in order to cover all element of
organization performance.

Knowledge Management Process

According to Yang (2011), KM processes consist of creating, sharing, and applying
knowledge in order to gain market opportunity and improve organizational performance.
However, Chawla and Joshi (2012) found that definition of the concept of KM processes differs
from one organization to another. For example, manufacturing firms may focus on processing
the available knowledge, while service firms may concentrate on acquiring knowledge from
customers. KM processes can be described in terms of a KM cycle which begins with locating
the source of knowledge, and then transferring it into an explicit form by codification and
sharing it throughout the organization (Dalkir, 2013). In the same vein, Meihami and Meihami
(2014) argued that KM is an effective tool for improving efficiency and innovation in the firm.
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It consists of creating, coding, sharing, and applying knowledge leading to the effective use of
organizational resources. Ranjbarfard, Aghdasi, and Lopez-Saez (2014), studied barriers that
limit KM effectiveness and found that poor support from top management and poor leadership
negatively affect KM. Further, they concluded that managers can play a significant part in
providing a supportive KM environment by enhancing coordination, promoting employee
motivation, and facilitating the relationship with partners. Wong (2013), divided KM into
knowledge acquisition and knowledge absorption. While the former relates to acquiring new
knowledge from various sources, the latter is about converting explicit knowledge gained from
the acquisition process into tacit knowledge (Uit Beijerse, 1999). It is believed that while
knowledge creation is related to the process of new idea generation (Morey, 2001), knowledge
application is associated with embedding the newly developed knowledge in implementing
business processes and making it available to every individual in the firm (Shannak, 2009).

IT Capability

According to Bharadwaj (2000), IT capability refers to firms’ capacity to utilize, apply,
and deploy IT resources in collection or present with other resources and capabilities. Tippins
and Sohi (2003) stressed that the concept of IT capacity which firm utilizes refers to all IT
elements in managing information. In addition, they viewed IT capabilities as the extent to
which a firm is equipped with IT objects, IT knowledge and IT operations. Ray, Muhanna, and
Barney (2005) believe that IT capability consists of two types of resources: technological
resources including raw IT investment, IT skills, and generic information technologies within
the organization and managerial resources that influence the way technological resources are
used.

A variety of IT-related variables were addressed by researchers and practitioners. For
example, Li, Chen, and Huang (2006) and Tippins and Sohi (2003) classified IT capability into
three dimensions: IT knowledge, IT operations and IT objects. A highly skilled project team
should be much better equipped to manage the project of knowledge management.

IT knowledge is one of the most important components in organizations. Bhatt and
Grover (2005) point out that IT knowledge is needed for organizations for three reasons. First,
it enhances a holistic understanding of knowledge needed within the business units. Second, it
acts as a facilitator to identify knowledge resources that are applicable across multiple units
and finally, it motivates business units to invest not only in their own IT objects but also in
boundary-spanning IT initiatives that are essential for acquiring and sharing knowledge
processes. According to Pérez-Lopez and Alegre (2012), this ability utilizes and develops new
information and adopts innovations in daily routines to enhance profit and performance (Shao
et al., 2009).

IT operations is considered as one of the core elements of IT capability that helps
managers to manage organizations effectively, maintain client data properly and efficiently
across business units (Pérez-Lopez & Alegre, 2012). IT objects, also known as infrastructure,
are the main elements of IT to improve the strategic organization (Lim & Trimi, 2014).
According to Tippins and Sohi (2003), IT objects can be defined as a computer device having
hardware, software and human capability used in this study (Melville, Kraemer, & Gurbaxani,
2016; Karim, Somers, & Bhattacherjee, 2007). IT object refers to hardware and software used
inside the organization (Hasan, 2010; Pérez-Lopez & Alegre, 2012).

Relationship and Hypotheses Development

This paper seeks to develop a new conceptual framework about the mediating effect of
IT capability on the relationship between Knowledge Management Processes (as
multidimensional construct) and Organizational Performance in the Jordanian ICT companies.
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KM Processes and IT Capability

Knowledge management is an approach which is essential for enhancing firm
capabilities, improving decision-making skills and developing strategy (Ooi, 2009; Glines-
Kotecki, 2011). Regardless of the points of KM in making, supporting, and improving
innovation, there is an absence of experimental research about the connection between KM
processes and IT (Brachos et al., 2007; Jiang & Li, 2009; Saenz, Aramburu, & Rivera, 2009).
In addition, there is a gap in the literature about the role of KM processes in the capacity of the
venture to develop ability effectively (Esterhuizen, Schutte, & Toit, 2011). Huang, Chen, Tsal,
and Lee (2011), expressed that exploration models coordinating KM and data innovation
systems for observational testing of these speculations have been rare. Along these lines, the
present research aims to explore the connection between KM processes and IT ability in parts
of the telecommunication organizations in Jordan. Ling and Nasurdin (2010), contended that
the most ideal approach to improve IT capability (procedure and product innovation) is to
ceaselessly upgrade the adequacy of the KM processes (acquisition, sharing, and application).
In any case, the research results show that solitary knowledge acquisition was found to have a
huge constructive role in the product innovation. Huang and Li (2009), demonstrated that the
KM procedure has a huge and positive impact on firms with managerial and technological
innovation. Based on the above argument, the following hypothesis is proposed:

Hypothesis (H1): KM processes have a significantly positive effect on the IT capability.

IT Capability and OP

The role of IT is undeniably important and its capability was considered as a key element
in an organization to foster performance (Pebrianto & Kertahadi, 2013; Liu et al., 2013).
Moreover, IT capability construct was related to the firm performance through increasing
efficiency, decreasing long term cost, evolving service reliability and decreasing transaction
errors (Tippins & Sohi, 2003). According to Lin (2007), IT capability increases firm’s ability
to monitor the environment, improves information quality for decision making and creates the
superior path to earn profit. In addition, IT capability plays a pivotal role in almost all aspects
of firm’s operations and corporates strategies for many organizations.

According to Chi and Sun (2015), IT resources cannot provide organizations with
sustainable competitive advantage by itself, and IT capability (the ability to integrate and
deploy IT resources) is one of the crucial factors to help organizations obtain a long-term
competitive advantage. Pérez-Lopez and Alegre (2012), concluded that direct relationship does
not exist between IT capability and OP. Contrary to the finding of this research, the relationship
between knowledge sharing and organizational performance was examined in other studies and
the findings of the researches showed that IT capability has a significant impact on organization
performance (Liu et al., 2013; Thouin, Hoffman & Ford, 2008). Based on the above argument,
the following hypothesis is proposed:

Hypothesis (H2): IT capability has a significantly positive effect on the OP.

KM Process and OP

The relationship between KM processes and organizational performance is well
established in the literature. For example, a positive relationship was found between KM
processes (acquisition, transformation, and application) and organizational performance by
researchers (Liao & Wu, 2009; Al-Sa’di, Abdallah, & Dahiyat, 2017). Further, they proposed
that there is a full mediating effect of learning between KM processes and performance.
According to them, KM is an essential instrument for organizations to capture and transfer
information in order to gain competitive advantage. Kim, Bennett, and Song (2012), examined
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the relationship between knowledge sharing and organizational performance. The finding of
their study showed that hospital structure has a significant impact on knowledge-sharing
practices, both of which improve organizational performance in terms of patient safety.
Similarly, Wang (2012), uncovered the relationship between tacit and explicit knowledge
sharing and organizational performance. Their results indicated that both types of knowledge-
sharing practices have a significant direct effect on organization performance. In service
organizations, Birasnav (2014), delved into the relationship between leadership, KM, and
performance. His results revealed that transformational leadership significantly affects KM
processes and organizational performance when transactional leadership is kept on hold.
Furthermore, he predicted that KM can play a partial mediating role in the relationship between
transformational leadership and organizational performance. Finally, he suggested that KM
processes have a positive impact on organizational performance. Based on the above argument,
the following hypothesis is proposed:

H3: KM processes (acquisition, sharing, and application) have a significantly positive effect
on the OP.

Although the earlier studies mentioned above showed that both KM processes and IT
capability can influence organizational performance directly, the assumptions of these earlier
studies are believed to be inaccurate for the following reasons. First, these studies help us to
understand the best KM processes and IT capability, but they do not show how KM processes
interact with IT capability to achieve superior organizational performance. Second,
organizational performance is a broad concept and general measures can be affected by many
internal and external factors other than KM processes and IT capability. The present study
extends that literature by testing whether IT capability mediates the relationship between KM
processes and organizational performance. Based on the above argument, the following
hypothesis is proposed:

H4: IT capability has a mediating effect on the relationship between KM and OP.

Conceptual Framework

The conceptual model demonstrates the direct relationship between KM processes
(acquisition, sharing, and application) and OP. Also, the mediating effect of IT capability on
the relationship between KM Processes and OP in JTC is presented (See Figure 1).

ENM Process

Enowledge Acquisition Organization
. IT Capability |

knowledge Sharing _ performance

Enowledge Application T

Figure 1. Conceptual framework showing the relationship

Conclusion

This study hypothesized the relationship between KM processes (acquisition, sharing,
and application) and OP in a model in which knowledge acquisition, knowledge sharing, and
knowledge application are independent variables, and organization performance is a dependent
variable. Also, the mediating effect of IT capability on the relationship between KM Processes
and OP was investigated. Regard the ICT sector; this study contributes to the current existing
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literature by responding to the call for more research works on the relationship between KM
and organizational performance, as the link is still not established. Thus, this study adds to
narrow the gap in the literature related to this relationship. The findings of the study provide
insights into how ICT companies managers and practitioners can enhance the performance of
ICT companies and gain a competitive advantage in the market. This can be obtained through
conducting KM activities effectively and building IT capability. The ICT companies’ managers
should pay attention to organization resources such as KM with IT capability as an
organizational capability in order to ensure long-term success and gain superior performance.
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