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Abstract

The purpose of this paper is to review research on knowledge management‘s benefits within small and medium-sized
firms. The paper attempts to answer the following research questions: 1) Which studies have been conducted that
focus on the benefits of KM within SMEs? 2) What were the main findings of the studies? 3) In what manner does
KM improve innovation, quality, productivity, and competitive standing? 4) Where were these studies conducted?
and 5) Which methods were used. We propose an approach comprising a literature review in order to understand
knowledge benefits for SMEs. The findings show that the benefits of knowledge management in small and
medium-sized firms represent a poorly understood area of research. The reviewed studies highlight the benefits of
knowledge management in the areas of employee development, innovation, customer satisfaction and organisational
success. Further research is needed in this area.
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1. Introduction

The field of knowledge management (KM) has been growing extensively in recent years. Although there is an ever
growing research on the subject, there is still no consensus on the definition of KM. In this paper we share the
definition of Daft (2007, p. 452-453) where he states that the concept “refers to the efforts to systematically find,
organize, and make available a company‘s intellectual capital and to foster a culture of continuous learning and
knowledge sharing so that organizational activities build on what is already known®. The extant literature provides a
large volume of contributions discussing the relevance of KM in general (e.g. Davenport and Pursak, 1998; Nonaka
and Takeuchi, 1995; O‘Dell et al., 2003; O'Dell and Hubert, 2011); suitable KM processes and techniques (e.g.
Davenport and Pursak, 1998; Kluge et al., 2003; Wiig, 1997, Jashapara, 2011; O'Dell and Hubert, 2011); the role of
ICT (e.g. Tsui, 2003; Markus, 2006) and human resource management (e.g. Andreeva and Kianto, 2012; Edvardsson,
2008; Oltra, 2005; Liao, 2011). However, very limited empirical work has been undertaken in order to reveal the
actual effect of KM in organizations, be they private or public. For instance, Choy et al. (2006) highlighted that as
yet KM research has failed to provide a set of widely accepted measurement criteria for KM efforts. Durst and
Edvardsson (2012) showed in their literature review that amongst other KM areas, particularly the issues of
knowledge utilisation, or knowledge outcome, respectively, represent a neglected field of study, at least in the context
of small and medium-sized enterprises (SME). The authors identified only two peer reviewed papers on the subject.
Both articles confirmed the role of knowledge as a driver of innovation in enhancing customer satisfaction, as well as
escalating profits and productivity. Similarly, Edvardsson and Oskarsson (2011) pointed out that there is lack of
understanding of how firms create knowledge and of how this is translated into competitive advantage and enhanced
customer relations. The validation of a causal relationship between KM programmes, on the one hand, and
innovation, customer relationships and competitive advantage, on the other, is yet to emerge in the literature. This
situation can be regarded as unsatisfactory and a failure of organizations to understand the impact of their KM
initiatives may lead to discouraged engagement or, even worse, to their termination. Particularly in SMEs with their
short stock of resources there is a need for improved understanding as this would help them to better control and
allocate their resources regarding different business operations. Given the profound role of SMEs in most economies
of the world, we see a clear justification for more intense research in this area.

Bearing this in mind, the purpose of our paper is to review former research on KM benefits within SMEs. The
following research questions were formulated according to this aim: 1) Which studies have been conducted that
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focus on the benefits of KM within SMEs? 2) What were the main findings of the studies? 3) In what manner does
KM improve innovation, quality, productivity, and competitive standing? 4) Where were these studies conducted?
and 5) Which methods were used?

The paper is structured as follows: The following section of the paper deals with earlier research on the benefits of
KM. Next, the research method is presented. The outcomes of the literature review are described in the findings
section, and the paper terminates by a discussion and a conclusions section.

1.1 KM and organizational performance

By and large, previous observations stress a positive relationship between KM and organizational performance.
Among the first surveys on the benefits of KM was the study published by KPMG Consulting (2000). The survey
was based on responses from 423 large European and US companies. Fourteen expected and realized benefits were
identified, ranging from decision making, marketing, cost reduction, innovation, to HRM and operational aspects.
The most significant benefits realized by organizations that had KM programmes in place included improved
decision making (71%), faster responses to key business issues (68%) and better customer handling (64%). Surveys
conducted among Icelandic firms came to rather similar conclusions (Edvardsson, 2006, 2009). An international
web-survey among 122 firms also demonstrated that KM practices enhanced the general performance of
organisations (Lim and Ahmed, 2000). Similar results were found in a survey conducted among German companies
in 2002 (Edler, 2003), even though it has to be noted that the ranking of issues and the actual benefits vary between
countries involved. Research among 40 organizations in Europe, the US and Japan suggested that the more
successful KM companies outperform less successful companies with regard to increases in return on sales, rising
sales, innovation rate, average development time, and reduction in throughput time (Kluge et al., 2001). The
American Productivity and Quality Center (APQC) concludes that those organisations that most rigorously measure
KM can show as much as a 200 percent return on investment (O’Dell and Hubert, 2011). In a recent paper, Andreeva
and Kianto (2012) stressed the dearth of empirical studies showing the actual connection between knowledge
management and organizational performance. The authors rightly observe that without a clear connection, any
investments of organizations in KM activities can be regarded as useless, binding resources that might be better used
in other business areas. To address this situation, they examined how KM practices impact firms’ competitiveness
and financial performance. By means of a survey approach, data was collected in Finland, Russia and China. The
findings indicate a strong correlation between HRM and ICT practices for managing knowledge and their significant
influence on both financial performance and corporate competitiveness. The findings further suggest that ICT
practices can improve financial performance only when they are coupled with HRM practices.

Choy et al. (2006) identified 38 items for measuring KM outcomes from a literature review. The authors grouped
these items into the following five dimensions: Systematic knowledge activities; employee development; customer
satisfaction; good external relationships and organisational success.

Chong and Chong (2009), in their empirical study among managers in the Malaysian telecommunications industry,
examined the association between five KM preliminary success factors (i.e. business strategy, organizational
structure, KM team, knowledge map and knowledge audit), four KM elements of strategy (i.e. culture, leadership,
measurement and technology) and KM process effectiveness. The study showed a close interaction between KM
preliminary success factors and appropriate KM elements of strategy in reaching improved efficiency, better
productivity and increased revenue.

The studies presented above indicate that a systematic knowledge management approach can have a positive effect
on the performance of organizations. As the studies discussed so far address large organizations only, we turn to KM
activities in smaller firms in the next section.

1.2 KM in SMEs

Often smaller companies have to deal with specific challenges in the area of KM which strongly differ from those
faced by large businesses. As indicated by the literature, however, it is quite common, for SMEs, to adopt techniques
which have been tried and tested in larger corporations. As a result, smaller firms risk losing their specific identity
and efficiency which has been amply demonstrated in earlier research. Most SMEs lack explicit overall KM
strategies, and consequently tend to treat KM on an operational level — focusing on systems and instruments
(Beijerse, 2000; Hutchinson and Quintas, 2008). Compared to larger firms, SMEs tend to be more oriented towards
the management of tacit knowledge, and their communication paths in SMEs often involve other companies, rather
than remaining within the organisation. Thus, the SME sector appears to be less developed with regard to knowledge
construction, towards which it displays a more mechanistic approach and is less involved in social interaction; the
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sector is also less successful in sharing tacit knowledge by means of formal and systematic discussion than is the
case with larger companies (Beijerse, 2000; Matlay, 2000; McAdam and Reid, 2001; Corso et al., 2003; Bozbura,
2007; Hutchinson and Quintas, 2008). Furthermore, most SMEs manifest an informal short-term approach towards
organisational learning, and managers in smaller firms may even obstruct the outflow of knowledge from the
company, thus creating obstacles to knowledge sharing (Bozbura, 2007) which seriously impair the potential
advantages of KM. The slow staff turnover, however, which tends to be a characteristic of SMEs, may encourage
activities related to knowledge management, such as knowledge sharing, since those are time-consuming and require
a certain level of trust (Durst and Wilhelm, 2011).

With a view to this background information about KM and SMEs, the following sections purport to determine
whether or not the activities referred to above are in fact advantageous to SMEs.

2. Methodology of literature review

Our review was based on the principles of a systematic review as recommended by Jesson et al. (2011). We were
interested in the current status of research into the advantages of KM in SMEs in order to determine likely fields for
future research. We began by compiling a research plan containing the research questions we wanted to answer, the
keywords, and a set of inclusion and exclusion criteria. The questions are to be found in the introduction.

To ensure pertinent answers to our research questions, we specified a priori inclusion and exclusion criteria. Our
inclusion criteria were: empirical research papers, peer reviewed, English language, SME focus, focus on KM
benefits/outcomes, and ProQuest/Web of Science database. We excluded papers dealing with regional clusters, grey
literature such as reports and non-academic research, other languages than English, and other databases than
ProQuest/Web of Science. With a view to the dearth of studies relating to KM benefits, we did not set a specific time
limit. Additionally, we compiled an excel data sheet containing key aspects relevant to our research aim. In our case
these were: name of author(s), year of publication, research aim/objectives, method, main findings, and name of the
journal. After specifying all the appropriate issues, each of us accessed ProQuest/Web of Science and searched for
materials, using the keywords set. We used the keywords knowledge benefits/outcome and SMEs which resulted in
409 hits in ProQuest and 80 hits in Web of Science. In order to ensure that our search included all papers from
relevant journals we also explored the homepages of the highest ranked KM journals according to Serenko and
Bontis (2009). These are the Journal of Knowledge Management, Journal of Intellectual Capital and Knowledge
Management Research and Practice. In addition we searched three international ISI-journals in the field of SMEs —
International Small Business Journal, Journal of Small Business Management and Entrepreneurship Theory and
Practice. This search resulted in additional 190 hits.

Subsequently, each of us scanned the articles’ titles, abstracts and, if relevant, more parts, beginning with the
conclusion section, to make sure that they actually fell within our scope of interest. Nine papers fulfilled the
established criteria and thus constituted the foundation for our analysis.

In the next phase of our work we discussed the findings. This assisted us in forming a clearer picture of what we
know about the advantages of KM in SMEs and what we should know. Finally, we wrote up our findings.

3. Results
3.1 Studies involved

The nine papers that formed the basis for our analysis are summarised in Table 1. The oldest publication is from 2005
and the most recent ones from the year 2011. Most of the papers were published in 2011, indicating a growing
interest in the subject. Papers from 2012 have not been identified. The small number of papers clearly indicates
serious lack of knowledge in this field of study.

Table 1. Overview of empirical papers involved in the literature review

Author(s) Year Research aim  Theoretical Method Main findings Journal
perspective
Salojérvi, 2005  To examine the Literature Combination of Higher levels of KM maturity JKM
Furu & relationship on KM and standardized were found to correlate
Sveiby between SMEs, and questionnaire positively with  long-term
sustainable SME from 108 sustainable growth of SMEs.
sales  growth growth Finnish SMEs
and KM and semi-
activities structured
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interviews with
ten of the 108

companies
Edvardsson 2006 To expand our Literature Questionnaire Icelandic firms rely on an KMRP
knowledge on related to sentto the Chief unsystematic —manner of
KM in SME KM in Executive of sharing and utilising
(focusing on SMEs Icelandic SMEs, knowledge, few have a KM
Icelandic n=265 strategy and they mainly use
SMEs) unsophisticated ICT
technologies. Those who had
KM reported many benefits,
such as improved decision
making, Dbetter customer
handling, improved staff
retention and  increased
competitive advantage.
Edvardsson 2009 To examine Literature Questionnaire KM is not losing ground KMRP
whether the related to sentto the Chief among SMEs in Iceland in
popularity of KM in Executive of 2004-2007. Many more firms
KM in SMEs SMEs Icelandic SMEs have no KM strategy than in
in Iceland has (2007), 2004. Those who had KM
decreased  or repetition of a reported many benefits, such
declined since previous survey as improved decision
2004 (2004), n=224 making, Dbetter customer
handling, improved staff
retention and  increased
competitive advantage.
Migdadi 2009 To develop a Literature Data were Study underlined the positive
conceptual related to collected from relationship between CSFS
research model KM CSFs 25 SMEs in and KM outcomes (i.e.
which in SMEs Saudi Arabia; systematic knowledge
comprises both and KM multiple activities, employee
CSFs and performanc  regression development, customer
outcomes and e outcomes  analyses satisfaction, good external
empirically relationships and IMDS
assesses the organizational success)
relationships
between CSFs
and
performance
outcomes  in
SMEs
Steenkamp 2010  To provide Literature Postal Findings  indicated  that JIC
& Kashyap empirical about the questionnaire intangibles are important and
evidence of importance sent to New are perceived as value drivers
SME managers' and Zealand SMEs of business success.
perceptions contribution Customer satisfaction was
about the of ranked as the most important,
importance and intangible followed by customer loyalty,
contribution of assets corporate  reputation, and
intangible product reputation.
assets to their
business
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Soon & 2011  To examine the Literature Questionnaire, Learning and T-shaped skills ASS

Zainol importance of related to 110 replies are positively related to the
the knowledge KM, (10.2%)), knowledge creation process,
creation learning and regression enhancing organizational
process, by innovation  analysis; creativity and performance.
looking at Malaysia
knowledge
management
enablers such
as learning and
T-shaped skills

Wei, Choy 2011  To study the General Questionnaire, Some of the highest benefits KMRP

& Chew the imple- KM 70 replies from of KM are related to
mentation  of literature SMEs innovation, improved
KM processes owners/mana- decision-making  processes,
in  Malaysian gers (20%), competitive advantage,
SMEs Malaysia efficiency and

product/service quality.

Liao 2011  To study the Literature Survey among The findings show that firms IJM
performance on KM and managers in emphasising personalization
effects of HRM computer and strategy and HRM
interaction of control peripheral behavioural control have a
KM with HRM equipment better performance (growth
control. manufacturing rate, market share,

industries in profitability etc.). When

Taiwan. 111 codification strategy is used

responses by firms,

(29.6%) the combination with output
based HRM will improve
their performance. No single
HRM system is related to
firms combining strategies.

Capo- 2011  To provide a Literature Case studies The findings show how SCM

Vicedo, social network on KM and among 10 establishing these

Mula & model for social construction inter-organizational

Capd improving KM networking  firms in Spain. relationships between
in  multi-level construction firms improves
supply chains confidence, communication
formed by and team spirit. The result is
SMEs a higher degree of

innovation, fewer losses and
improvement in effienciency
and production.

3.2 KM benefits in SMEs

Table 2 shows the benefits reported in the papers reviewed. We grouped the benefits mentioned in the papers on the
basis of the five dimensions proposed by Choy et al. (2006). It is evident that small businesses can substantially
benefit from applying knowledge management initiatives. Almost all of the papers involved report of some kind of
organizational success, such as growth in sales, fewer losses, increased productivity and process improvements. The
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papers also stress employee development (enhanced skills, learning, staff retention); improved customer satisfaction
(customer loyalty, reputation, etc), innovation, creativity and knowledge creation, and improved external
relationships with other firms. One study highlighted the significance of a strategic fit between KM practice and
HRM policy with respect to organizational performance (Liao, 2011).

Table 2. KM benefits identified in the literature

KM benefits Studies
Organizational success Migladi (2009)

Sustainable growth
Sales growth
Increased profits
Improved efficiency
Flexibility

Reduced costs

Fewer losses

Increased productivity
Better decision making
Faster response to key business processes
Competitive advantage
Market share

Employee development

Staff retention

Employee development
Learning, learning curve
Improved employee skills
Team spirit

Customer satisfaction

Better customer handling
Customer loyalty
Corporate reputation
Product reputation
Product/Service quality

Salajarvi et al. (2005); Wei et al. (2011)
Salajarvi et al. (2005); Wei et al. (2011)
Edvardsson (2006, 2009)

Wei et al. (2011)

Wei et al. (2011)

Edvardsson (2006, 2009); Wei et al. (2011)
Cap6-Vicedo et al. (2011).

Edvardsson (2006, 2009)

Edvardsson (2006, 2009); Wei et al. (2011)
Edvardsson (2006, 2009)

Wei et al. (2011)

Liao (2011): Wei et al. (2011)

Edvardsson (2006, 2009); Wei et al. (2011)
Migladi (2009)

Soon and Zainol (2011); Wei et al. (2011)
Edvardsson (2006, 2009)

Capo-Vicedo et al. (2011).

Migladi (2009); Steenkamp and Kashyap (2010)
Edvardsson (2006, 2009)

Steenkamp and Kashyap (2010)
Steenkamp and Kashyap (2010)
Steenkamp and Kashyap (2010)

Wei et al. (2011)

Systematic knowledge activities
New production development Edvardsson (2006, 2009); Wei et al. (2011)
Innovation Wei et al. (2011)
Knowledge creation Soon and Zainol (2011)
Organizational creativity Soon and Zainol (2011
New ways of working Edvardsson (2006, 2009)
Good external relationship Migladi (2009); Capod-Vicedo et al. (2011).

Communication Capo-Vicedo et al. (2011).
Strategy
Fit between KM and HRM strategy Liao (2011)

3.3 Where were the studies conducted?

The studies reviewed had been conducted in Europe (i.e. Finland, Iceland and Spain); one in Saudi-Arabia, one in
New Zealand, and two in Asia (i.e. Malaysia and Taiwan).

3.4 Methods used

Eight out of nine studies were based on survey approaches where statistical analysis involving a variety of
sophistication had been applied. One project was founded on a case study (Capd-Vicedo et al., 2011). Other research
methods were not applied.

4. Discussion and conclusion

The aim of this paper was to identify the body of knowledge regarding KM benefits in SMEs. It is important to
improve our understanding of what we know about this topic to better position the topic of KM and its actual relevance.

Published by Sciedu Press 57 ISSN 1927-6001  E-ISSN 1927-601X



www.sciedu.ca/bmr Business and Management Research Vol. 2, No. 2; 2013

Our systematic literature search resulted in nine empirical studies. This suggests that to date KM research is rather
imbalanced. Even though a high volume of papers has been produced on KM and its apparent relevance to
organizations, current KM research has failed to demonstrate clear benefits related to KM activities. More
contributions regarding KM benefits are, however, important since otherwise organizations, and specifically smaller
firms, will allocate their resources to other business areas promising a better return on investment. This, as well as our
findings, is the reason why we call for more intense research.

As referred to above, our literature review comprised nine papers. The reviewed studies highlight the benefits of
knowledge management in the areas of employee development, innovation, customer satisfaction and organizational
success. From these findings we put forward the following propositions:

Proposition 1: SMEs adopting KM systems and techniques will benefit from organizational success, such as
sales growth, cost reduction and increased productivity.

Proposition 2: Assuming that there is a fit between KM and HRM strategy they both in combination will
contribute to a better management of SMEs and consequently organizational success in this sector.

Proposition 3: The application of KM systems and techniques in SMEs contributes positively to employee
development and retention.

Proposition 4: KM systems and techniques positively influence customer satisfaction in SMEs.

Proposition 5: KM systems and techniques help SMEs to better address the issues of knowledge creation and
innovation.

Proposition 6: KM systems and techniques help SMEs to expand their social capital with external
stakeholders.

With regard to the methods used, we observed a bias towards surveys. Survey approaches, however, are less suitable
for the collection of detailed information (Saunders and Lewis, 2012). Even though the studies reviewed have
highlighted different KM benefits, they are phrased in general terms. For example, what are “new ways of working” as
found by Edvardsson (2006, 2009) or how was “customer satisfaction” determined as reported by Migdadi (2009) and
Steenkamp and Kashyap (2010)? The causal relationship between KM programmes and innovation, customer
relationships and competitive advantage is still missing in the literature (Edvardsson and Oskarsson, 2011).
Additionally, as activities related to KM are characterised by a long-term process and influenced by different
interrelated determinants, the actual benefits of KM will also be similarly affected. Consequently, to understand this
crucial link between KM initiatives and KM benefits, respectively, future research would be aided by longitudinal
research designs as they would bring us closer to this link. Having this in mind and building upon Migdadi‘s approach
(2009) future research would also gain from a more holistic approach towards studying KM in general and KM
benefits in particular. Only this would allow us to understand KM in its entire breadth.

As regards location, research in this area seems to be primarily driven by certain researchers’ personal interests. No
region or country has come to the fore to date. Given the relevance of SMEs on an international level (Greene and
Mole, 2006), research in the area would definitely benefit from contributions from more parts of the world. In addition,
the literature review clearly shows that the studies had a single-region or single-country emphasis. Consequently, we
argue that there is a necessity to start comparative research activities which would give us an opportunity to discuss
and understand how culture, religion and gender relations affect KM in SMEs, especially trust in knowledge sharing,
as well as the quality of relationships between SMEs and customers and suppliers, or other knowledge providers. The
formation of research networks to join forces on the matter of KM benefits may also be a way of disseminating the
outcomes of the studies and their findings and of attracting more interest from other researchers.

KM research as a field is still characterised by a high degree of heterogeneity when it comes to the applications of
terms and constructs. This situation definitely hampers the development of the field in general, and the topic of KM
benefits in particular, as studies are difficult to compare. Therefore, more intense research on conceptual issues is
needed as well.

We are aware that the present study is not without limitations. This study may not have achieved complete coverage of
all empirical articles in the field of KM benefits in SMEs. Yet, it seems reasonable to assume that the review process
covered a large share of studies available.
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