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Abstract

In the last five years, SMEs need competes not only in the domestic market but also in the
international market. There are various ways to build the competitiveness of a business sector. One of them
is to pay attention to the efficiency of business processes in SMEs. In order to assess the efficiency of a
business unit, waste becomes one of the indicators that need to be minimized because waste can occur
anywhere and anytime in a business unit and impact on its profitability. One of the concepts to reduce waste
is by implementing the lean concept. The lean concept aims to reduce waste in an organization. One of
waste in the concept of lean is the waste of knowledge. Before improving the efficiency of knowledge
management, SMEs should measure the factors that support lean implementation. Therefore, this case study
was aimed to measure the supporting factors in the implementation of knowledge management in SMEs,
specifically in Malang Residency and Greater Malang, East Java, Indonesia. To collect the data this research
used observation, survey through questionnaire and interview. The results of this study indicated that more
than 50% of SMEs had insufficient performance on the 11 factors that support the implementation of
knowledge management.
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1. Introduction

Since the ASEAN Economic Community (AEC) Era was established, ASEAN countries have
prepared for a free trade among ASEAN countries as a consequence of ASEAN economic integration.
Indonesia as one of the countries in that region needs compete in various business sectors. Business
competition occurs not only in the international market but also in the domestic market. It has impacts on
not only large industries but also SMEs.

The number of SMEs in Indonesia has increased year by year. By considering the increasing number
of SMEs and Indonesia's current economic condition, SMEs encounter the high level of competition. There
are various ways to build the competitiveness of a business sector. One of them is through developing the
efficiency of business processes. In order to assess the efficiency of a business unit, waste is one of the
indicators that should be considered. Waste is everything that has no added value to the product or service
produced by a company (Hines & Taylor, 2000).

Most of SMEs in Indonesia are not yet conscious on minimizing waste in a business management.
One of the efforts to reduce waste is through implementing lean concepts. The lean concept is a set of
methods designed to eliminate waste, reduce waiting times, improve performance and reduce costs
(Levinson, 2013). The concept of lean was first introduced by the Toyota Production System. The goal of
lean is to eliminate waste in all processes and maximize process efficiency (Yang, Chen, & Wang, 2012).
In the lean method, all steps and activities that add value will be retained and activities that do not add value
will be eliminated (Poppendieck, 2002). Logistics experts classify waste into seven classifications known
as seven wastes, which consist of the waste of inventory; waste of transportation; waste of space and
facilities; waste of time; waste of packaging; waste of administration and waste of knowledge.

Waste of administration and knowledge is related to the governance of a business organization
including labour and customer satisfaction. For the current era, the need of labour is no longer based on
quantity, but more on quality. It is known by the term of knowledge workers. Knowledge workers are
expected to add value to the productivity of a business unit. The importance of knowledge workers is
reflected by their role as the provider of knowledge and creator of value for the organization. Knowledge
management can solve the organization problem through employee engagement and employee
commitment. The collaboration, innovation, adaptation, technological expertise, market domination and

intellectual assets management encourage the need for knowledge management (Clarke & Turner, 2004).

2. Problem Statement

In an organization, knowledge is stored not only in documents or specialized databases but also in
organizational routines, processes, practices, and norms (Nonaka, 1994). Knowledge management is an
organizational activity in the management of knowledge. Knowledge management has a role to distribute
proper knowledge to the right people and in a fast time, so people can interact, share knowledge and apply
it in daily work for the improvement of organizational performance. Knowledge Management can be seen
as an approach to achieve company goals by focusing on knowledge (Bornemann & Sammer, 2003).

To ensure the successful implementation of knowledge management in SMEs, it is important to

determine the critical success factors for implementation of knowledge management. Optimization of
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critical success factors creates effective utilization of limited organizational resources and reduces the use
of labour, materials and time. Critical success factors determine performance for the organization.

The implementation of knowledge management in SMEs and large companies are different. SMEs
have limitations in various aspects, such as human resources, technology, and educational factors. In
addition, the problems that are often encountered by SMEs are the capital, marketing, and mastery of
knowledge. Those factors are important to improve the competitiveness of SMEs.

Based on the previous background, there are several problems that must be faced by SMEs. With
the purpose of penetration into an ASEAN-level competition, SMEs should ready to improve their business
governance, one component of which is the readiness of their employees. The readiness refers to the
improvement of knowledge of employees; utilization of human resources and also the advancement of
employee ability to access information from internal and external parties. Prior to improving the efficiency
of knowledge management in SMEs, SMEs should measure the factors that support lean implementation.
Factually, studies measuring and analysing the supporting factors for knowledge management

implementation in SMEs, especially in East Java Indonesia, have not yet sufficiently conducted.

3. Research Questions

This case study focuses on a research question associated with the need for supporting knowledge
management in SMEs in East Java, especially in Malang Residency and Greater Malang. The research
question of this study is “to what extent do SMEs in Malang Residency and Greater Malang implement the

supporting factors for knowledge management?”

4. Purpose of the Study
Based on the research question, this study was aimed to measure the extent of the supporting factors
for the implementation of knowledge management in SMEs, specifically for the case study in Malang

Residency and Greater Malang, Areas in East Java Province, Indonesia.

5. Research Methods

This research was conducted in SMEs which engage in the field of the food industry in Malang
Residency and Greater Malang, East Java Province, Indonesia. The sample used in this research was SMEs
in the areas. The samples taken were 30 respondents from owners and 30 respondents from employees.

The research variables studied involved the supporting factors for the knowledge management
implementation. The data used in this study were the primary data obtained from questionnaires and
observations. The main data taken were ordinal data. It was taken through questionnaires distributed to
respondents. Information identified consists of name, age, the role of respondent, name, and address of
SMEs and factors influencing the implementation of knowledge management.

Before the questionnaire was used to collect data, validity and reliability tests were performed. The
result of both tests shows that the questionnaire was valid and reliable. After questionnaire was testing, the
next step was to perform data retrieval and data analysis. The analytical method used was descriptive

analysis method. The results are presented in the form of graphs; therefore, more informative.
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6. Findings

Wong (2005) and Migdadi (2009) expanded the previous study of Hasanali (2002) about critical
success factors for knowledge management. They revealed that there are 11 critical success factors in the
successful implementation of knowledge management in SMEs, namely management leadership and
support; culture; information technology; strategy and purpose; measurement; organizational infrastructure;
process and activities; motivational aids; resources; training and education; and human resource
management. Those studies were used in this research. The following sections will present the measurement

result of supporting factors for knowledge management implementation in SMEs.

6.1. Management of leadership and support

Management of leadership and support implies that leaders build the necessary conditions for
effective knowledge management (Holsapple & Joshi, 2000). Support and commitment especially from
their senior management are critical to knowledge management implementation (Sharp, 2003). Leaders are
essential in acting as role models of the desired behaviour to support knowledge management. Leaders
should demonstrate the willingness to share and offer their knowledge freely with people in the
organization. They also should have learnt and sought new knowledge and ideas. Therefore, leadership and
support management plays a key role in the success of knowledge management (Holsapple & Joshi, 2000).

In this study, leadership and support management variables consist of 7 items. Based on the results
of data processing in figure 1, it is seen that 17.6% of SMEs did not apply the concept of leadership and
support management; 19% insufficiently applied the concept of leadership and support management; 38.6%
applied the concept of leadership and support management and 24.8% intensely applied the concept of
leadership and support management. The data showed that only about 60% applied and leadership and

support management. The rest have not applied this factor well.

Management of leadership and

support
24,8% 17,6%
19,0%
38,6%

Bl m2 m3 m4

Figure 01. Management of Leadership and Support

6.2. Culture

In this study, cultural variables consisted of 4 items. Based on the results of data processing as can
be seen in figure 2, 15% of SMEs did not apply the culture in the sustainability of the organization; 35.8%

insufficiently implemented the culture; 25.8% applied culture and 23.3% intensely applied culture in their
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organizational sustainability. The result showed that most of SMEs did not apply culture in their
organizational governance. Only less than half SMEs have already established the organizational culture.
Organizational culture is the beliefs, values, and norms that govern the individual behave in an
organization (Wong, 2005). Organizational culture is the key in the knowledge management for sharing
knowledge (Holsapple & Joshi, 2000). Organizational culture provides the advantage of creating
knowledge for the organization (Long, 1997). One of the most important cultural aspects for KM is
collaboration. Goh (2002) argue that collaboration is a very important culture for knowledge transfer.

Collaboration has empirically significantly contributed to knowledge development (Migdadi, 2009).

Culture

15,0%

25,8%  35,8%

Nl m2 m3 u4

Figure 02. Culture

6.3. Information technology

Information technology is one of the keys to implement knowledge management. Information
technology supports to access information, to collaborate and to communicate with members of the
organization. It has various roles to support the organization's knowledge management process. In the
development of knowledge management systems, information technology should consider several factors,
such as the easiness, conformity, the needs of users, the relevance of knowledge content, and the
standardization of knowledge structures (Alavi & Leidner, 2001).

In this study, the information technology variables consisted of 5 items. Based on the results of data
processing, Figure 3 show 17.3% of SMEs did not use technology as a tool to obtain information; 12.7%
of SMEs insufficiently used technology; 18% used technology and 52% intensely use technology as a tool
to obtain information. The percentage of SMEs that used of information technology was significantly higher

than the previous variables although the percentage is still slightly above 50%.
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Information technology

12,7%
52,0%
18,0%

_d

Hl m2 m3 u4

Figure 03. Information Technology

6.4. Strategy and purpose
Strategy and purpose variable was arranged by 14 items. The results of data analysis, as summarised
in Figure 4 showed that 35.7% of SMEs did not apply the strategy in both employee and business
development; 22.9% insufficiently applied them; 26.2% SMEs implemented the strategy; and 15.2%
intensely implemented strategy in their employee and business development. Overall only 40% of SMEs

have implemented a strategy in business development.

Strategy and purpose

15,2%

H]l m2 m3 u4

Figure 04. Strategy and Purpose

The knowledge management development strategy must be clear and planned (Liebowitz, 1999) and
integrated with the company's business strategy (Maier & Remus, 2002). Knowledge management
strategies should control how knowledge creates value for the organization. The strategy consists of a
number of integrated projects. It should perform gradually over time and long-term profit orientation. The
strategy should be able to identify the risks associated with the knowledge management program.
Furthermore, it should identify the organization's needs and key issues in providing the framework for an

organization.
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6.5. Measurement
Measurements will identify and provide a valid assessment of the success factors of knowledge
management implementation. According to Arora (2002), measurement of knowledge management level
is needed to achieve goals of organizations. Organizations enable to track the progress of knowledge
management and to determine its benefits and effectiveness through measurement. Grossman (2006) argued
that knowledge management measurement can systematically improve the mapping, monitoring, and

diffusion of intangible assets and critical knowledge within an organization.

Measurement
0,0% 0,0%
30,0%

70,0%
Bl m2 m3 =4

Figure 05. Measurement

In this study, the measurement variable consists of 3 items. Based on the results of data analysis as
shown in Figure 5, 70% of SMEs did not measure their performance internally or externally and 30%
insufficiently measured their performance. This variable was a very weak variable compared to other
variables. The SMEs were not yet aware of the importance of performance measurement for an

organization.

6.6. Organizational infrastructure

In the organizational infrastructure variable, there are 3 items. Based on the results of data analysis,
it appears 44.4% of SMEs lack the good organizational infrastructure to support knowledge and skills
development (Figure 6); 33.3% had insufficiently structured organizational infrastructure; 17.8% had a
structured organizational infrastructure and 4.4% had the strong organizational infrastructure to support
knowledge and skills development. In general, only around 20% of SMEs already had a good organizational

infrastructure to support knowledge management.
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Organizational infrastructure

4,4%
17,8%

'\ 44,4%

33,3%

Bl m2 m3 m4

Figure 06. Organizational Infrastructure

Developing the right organizational infrastructure is an important aspect of implementing
knowledge management. These variables will be needed to plan, organize, coordinate and arrange details
of knowledge management (Wong, 2005).

6.7. Process and activities

In this study, the variable process and activities comprised 2 items. Based on the results of data
analysis; described in Figure 7, it is seen that 16.7% of SMEs did not implement process and activities as a
means of sharing knowledge to create effective and efficient activities; 53.3% insufficiently implemented
process and activities; 23.3% implemented process and activities and 6.7% strongly implemented processes
and activities as a means of sharing knowledge to create effective and efficient activities.

Process and activities

6,7%

16,7%

23,3%

Bl w2 m3 =4

Figure 07. Process and Activities

A knowledge management process refers to everything that can be done with knowledge in an
organization (Johannssen, 2000). The four main processes in knowledge management consist of creation,
storage or retrieval, transfer and application (Alavi & Leidner, 2001). Knowledge management activities
or processes can change behaviour, practice, policy and develop new ideas (Bender & Fish, 2000). The
success of knowledge management is largely dependent on how efficient and the effective process has been
implemented (Wilhelmij & Schmidt, 2000).
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6.8. Motivational aids
Motivational aids can help in the application of knowledge management, one of them in the form of
rewards and incentives. Rewards and incentives are critical to the success of knowledge management
(Jennex & Zakharova, 2005). Providing incentives to employees stimulate and reinforce positive
behaviours and cultures (Davenport, Prusak, & Wilson, 2003). Incentives are an integral part of the
knowledge management process because they can be used to motivate employees to share their knowledge
(Hansen, Nohria, & Tierney, 1999).

Motivational aids
60,0% 50,0% 56,0%
40,0% |
20,0% —
0,0% 0,0%
0,0%
1 2 3 4

Hl m2 m3 n4

Figure 08. Motivational Aids

In motivational aids variable, there were 2 items. The results of data analysis, presented in Figure 8
showed that 50% of SMEs insufficiently applied the motivational aids and 50% intensively applied

motivational aids in the form of reward. It can be concluded, that only half of SMEs applied this variable.

6.9. Resources

Resources consist of human, financial, time, and attention needed for successful implementation of
knowledge management. Human resources are required to coordinate and manage the implementation
process. Financial support is required in the investment of technology systems. Time and attention are also

the important resources for the organization.

Resources
8,9%

17,8%

Bl m2 m3 =4

Figure 09. Resources
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In the resources variable, there are 3 items. Based on the results of data analysis, presented in Figure
9, it was found that 31.1% of SMEs did not have enough resources in terms of both human resources and
knowledge; 42.2% lacked sufficient resources; 17.8% had sufficient resources and 8.9% had large
resources. Generally, it appears that only around 25% of SMEs had enough resources to support knowledge

management.

6.10. Training and education
In this study, training and education variable involved 4 items. Based on the results of data analysis,
in Figure 10 it is seen that 41.7% of SMEs did not implement training and education to develop skills in
supporting knowledge; 26.7% of SMEs lacked training and education; 28.3% were implementing and 3.3%
were intensely implementing training and education to develop skills in supporting knowledge.
Training and education imply that organization must manage knowledge and recognize it as key
resources for the survival of the company. In addition, employees should be trained and educated in

performing knowledge management systems (\Wong, 2005).

Training and education

3,3%

H]l m2 m3 u4

Figure 10. Training and Education

6.11. Human resources management
Human resource management refers to the management of recruitment, development, and retention
of employees. People are the core of the creation of organizational knowledge (Holsapple & Joshi, 2000),
because the people create and share knowledge. Managing people creating and sharing knowledge are the
critical process (O’Dell & Grayson, 1999).
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Human resources management

16,7% 16,7%

-

36,7% 30,0%

_4

Bl m2 m3 =4

Figure 11. Human Resources Management

In the variable of human resources management, there were 2 items. Based on the results of data
analysis; in Figurell it is seen that 16.7% of SMEs did not apply human resources management in
managing human resources; 30% lacked human resources management; 36.7% applied it and 16,7%

intensely implemented human resources management in managing their people.

7. Conclusion

More than 50% of SMEs in Malang do not yet have or only partly utilize supporting factors to
support the successful implementation of knowledge management. If sorted from the least or critical factors
to the highest one, the factors are as follows, organizational infrastructure; resources; measurement; process
& activities. On these factors, more than 70% of SMEs have not yet implemented the factors. For training
& education; culture; and strategy factor; around 50% to 70% of SMEs have not yet applied these factors.
For the remaining factors consisting of motivational aids; human resources management; management of
leadership & support; and information technology, roughly 30% to 50% of SMESs have not yet applied those
factors well. For further research, it is necessary to analyze what factors have more influence on the success
of knowledge management implementation. The findings of that study can supplement the results of this

study to determine the critical factors that should be improved immediately.
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