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Abstract

The study examined the mediating role of knowledge management in the relationship between strategic
orientation and firm performance in southwest Nigeria wusing a data set of 300 customers and
57 managers of the telecommunication firms which include the customer care staff members. The collected
data was analysed using mediation analysis. The results indicate that strategic orientation is positively
related to performance by 0.37, while knowledge management is directly related to performance by 0.16.
On a direct basis, the result shows that strategic orientation has larger effect on performance than the direct
effect of knowledge management on performance. The results showed further that the introduction of
knowledge management as a mediating variable improves the relationship between strategic orientation and
performance by 0.04. The results lead to the conclusion that knowledge management is nearly
indispensable in the role of strategic orientation as a necessary factor in the performance drive of firms.
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1. Introduction

There is no doubt that the telecommunication sector plays a crucial role in
providing the requisite tools for growing the economy of nations. This sector has
not only been adjudged as one of the major support services needed to promote
growth and modernization across all other sectors of economy, but also acts in its
own right as an enabler to drive socio-economic transformation as well as bringing
out radical changes in the way people transact commercial activities and work
(Danbatta, 2017). For instance, the country’s telecommunication sector was the
largest contributor to growth in 2012, expanding by 34.2 percent. The percentage
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contribution of Telecommunication sector to GDP was 7.05 percent in 2012,
higher than financial services and manufacturing sectors (Business Day, 2013).
Accordingly, the share of Nigeria’s telecommunication sector in GDP for the end
of 2017 was 9.16%.

Nonetheless, this sector is faced with many challenges which affect its
performance. In order to perform and attain sustainable competitive advantage,
Hilman and Kalippen (2014), Masa’deh, Tirhini, Al-Dmour and Obeidat (2015)
and Shanak (2013) opine that firms need to develop and implement effective
strategies that exploit opportunities in the operating environment while
capitalizing on available resources and capabilities. The strategy which firm adopts
can be used to respond to changes in the business environment, However,
O’Regan and Ghobadian (2005) note that not all firms respond to the operating
environment the same way and that the responses to the operating environment
can be categorized according to the strategic orientation of the enterprise.

Strategic orientation is a systematic approach to strategic management and as such
it determines the method of strategic management. It is a body of research in
strategic management domain which focuses on identifying and examining the
relationship that exists between firm strategy and its performance potentials (Avci,
et al., 2011).

While studies have been carried out with regard to establishing the link between
firms’ strategic orientation and performance, the outcome of the studies have
been contradictory and deficient perhaps because they failed to compliment with
some internal organisational practices that will create synergies notably the role of
knowledge management system which has been adjudged by Audretsch and
Thurik (2004) as the best strategy that business can use to improve their
competitive level. Knowledge management is not only an important internal
resource for a firm, but also serves as a basic source of competitive advantage
(Conner & Prahalad, 1996; Grant, 1996; Gold, Malhotra & Segars, 2001).
The above shortcomings in the literature, therefore, complicate the assessment of
the robustness of concepts used to support the model that links strategic
otrientation to firm performance. An important message from these studies,
especially for the Nigerian telecommunication sector, is that simply examining
the link between strategic orientations (SO) and performance does not provide a
complete picture of performance of firms. Hence, future research has been urged
to control for relationship between strategic orientation and performance of
firms through knowledge management strategies employed by organisations
(Lopez-Nicolas & Merono-Cerdan, 2011). Additionally, even though studies are
vast on strategic orientation and performance relationships, it has been reported
that firms need to pursue complimentary organisational practices that create
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synergy (Milgron & Roberts, 1995). Aside, firms are also encouraged to ensure
the alignment of different sets of capabilities for sustainable performance
(Masa’deh & Shanak, 2012).

Furthermore, several studies that focus on the direct effect of each specific
strategic orientation factors of market, entrepreneurial, technology and learning
orientation on performance, ignore the consideration for the possibility of
interaction of each of these factors as a single functioning management system.
More so, the management of knowledge system in the orientation and the
performance linkage could determine the sustainability of performance attainment
of firms. But, this has not been given attention in the literature. Consequently, the
research sought to answer the question of whether strategic orientation mediated
by knowledge management system affect the performance of telecommunication
firms in Nigeria.

2. Literature Review
Strategic orientation

Strategic orientation involves a broad strategic outline executed by firm in creating
customer value for achieving competitive superiority (Akeke, 2019). It is the
tendency to engage in activities designed to help facilitate the creation of value to
meet customers’ needs. According to Wheelen and Hunger (2012), strategic
orientation reflects the development of less routine and mechanistic but flexible
innovative strategies in order to adjust to the dynamics of the market. It is about
the basic direction and courses of action charted that yield better firm profitability.
The literature has identified several dimensions of strategic orientation such as
entreprencurial orientation, technological orientation, customer orientation,
learning orientation, market orientation, cost orientation (Gatignon & Xuereb,
1997; Zhou, Yim & Tse, 2005).

Entrepreneurial orientation is a tendency, willingness and ability of firm owners to
always reach out to new markets, search to exploit new opportunities and show
market dynamism in order to bring about change as a result (Zahra, 2008; Tutar et
al., 2015; Zehir, Can & Karaboga, 2015). It is about how business owners
proactively put up a posture to pursue vigorously market development, penetrate
existing market with new products and services and product development which
lead to sustainable performance. It reflects practices and decision making styles of
managers to act entrepreneurially (Real, Roldan & Leal, 2014).

Technological orientation reflects a firm’s capacity and determination to seck to
acquire and have technological superiority for introducing new production process
to respond to customers’ new needs (Hult, Hurley & Knight, 2004). This shows
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that firm which inclines to technology will have increased tendency in
implementing novel products than rivals which Gao, Zheng and Yin (2007) argue
helps in positively leading to superior firm performance.

Market orientation reflects the effective and efficient creating the required
behavior for value for customers toward achieving superior firm performance
(Narver & Slater, 1990). It reflects not only firm’s ability to be aware of customers’
expectations and needs, but also satisfying them and making them feel worthy
(Kohli & Jaworski, 1990). Market orientation requires that firm should monitor
changing customers’ needs, determine the impact the changes on customer
satisfaction and implement strategies that build firm competitive advantage
(Mahmoud, Blankson, Owus-Frimpong, Nwankwo & Trang, 2016). Micheels and
Gov (2010) note that being market-oriented requires that firms will show
sensitivity and aggressively pursue opportunities more than competitors whose
market orientation are low in order to continuously introduce new products and
services for satisfying market conditions.

Knowledge Management

Zack (1999) asserts that the most important organisation’s strategic resource is
knowledge. Firms need to seck knowledge information about their customers,
competitors, employees, suppliers, industry and general environments they operate
in order to stay competitive. This assertion was corroborated by Byukusenge,
Munene and Orobia (2016) that to remain competitive, managers of business must
focus their efforts on the management of their knowledge resources as it will
increase profits, sales growth and market share. The capability to contribute to the
value of firm for instance, when knowledge is produced and distributed to all and
sundries in organization has been documented, but when it is not appropriately
managed brings its irrelevance and uselessness for organisations (Choi et al., 20006;
Yusof & Abu-Bakar, 2012). Thus, knowledge management is not only an
important resource for a firm, but also serves as a basic source of competitive
advantage (Jaworski & Kohli, 1993; Conner & Prahalad, 1996; Grant, 1996;
Chirico, 2008; Milton, Shadbolt, Cottam & Hammersely, 1999 in Torabi &
El-Den, 2017).

Many different scholars and authors on knowledge management have given it
different terminologies. Bukowitz and Williams (1999) define knowledge
management as the procedure used by the organisation to create capital from its
intellectual or knowledge-based assets. Darroch (2005) considers it as the process
of acquiring, sharing and applying knowledge to enhance business performance.
In like manner, Chawla and Joshi (2010) describe knowledge management as the
identification and analysis of available and required knowledge in order to achieve
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organisational objectives. Bhatti and Qureshi (2007) see knowledge management
as efforts to explore the tacit and explicit knowledge of individuals, groups and
organizations and to convert this treasure into organisational assets that are used
by managers to make organisational decisions. From the foregoing, knowledge
management is a business strategy for acquiring, transferring, transmitting, storing
and executing knowledge to build the competency and efficiency of employees for
enhanced organisational performance (Dahiya, Gupta & Jain 2012).

Past researches have used different dimensions of knowledge management
(Spender, 1996; Wiig et al., 1997; Delong, 1997; Teece, 1998; Skyrme, 2001; Gold
et al., 2001; Darroch, 2005; Zack et al., 2009), however, they were looking at same
thing from different lenses. This study is using Gold et al (2001) four dimensions
of knowledge management capability process architecture.

Organisational Performance

Organisational performance is an index that guage how well a firm is doing in its
operations. It is the quality and quantity of group work attainment (Schermerhorn
et al., 2002). Thus, firms that perform well generate advantage for the business as
well as the stakeholders (Mdrid et al.,, 2007). The consensus findings of past
studies on organizational performance indicates no one best measure of overall
organizational performance can be used because in the changing competitive
environment it will look thin and capture only one part of organizational
performance. This therefore, leads to its multidimensional nature in order to
consider the various stakeholders’ interests (Richard, Devinney, Yip & Johnson,
2009).

3. Methodology

The study employs cross sectional descriptive design as the study seeks to describe
the effect of strategic orientations and knowledge management on the
performance of the telecommunication firms in Nigeria. Three states with high
population which may affect the number of telecommunication subscriptions
were focused. The operational headquarters of the Telecommunication firms are
also located in one of the States (Lagos State). The population of interest in
the telecom firms includes the marketing managers, business development
managers, operations managers and IT managers from each of the 4 major
telecommunication companies in each of the three (3) states to be covered. In
total the study targeted a population of 48 telecommunication managers. Three (3)
customer care staff from each state will be included in the population. Due to the
size of the targeted population, all the 57 respondents from the telecom firms will
be sampled. Since the population of customers is also infinite, random sampling
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will be used to select 100 respondents from each of the sample states. In total, 300
customers will be randomly selected.

The variable of strategic orientation was measured using market orientation,
entrepreneurial orientation, technology orientation and learning orientation
(Panda, 2014). Knowledge management measurement was adapted from Wang et
al. (2009) while organizational performance, represented by non-financial
performance, was adapted from Hernaus, Bach and Vuksic (2012). The first
procedure will involve assessment of measurement models via confirmatory factor
analysis (CFA). Hierarchical regression model will also be used to account for the
mediating effect of knowledge management constructs on the empirical linkage
between strategic orientation and performance of telecommunication firms.

4. Results and Discussion

The mediating role of knowledge management in the relationship between
strategic orientation and performance

The results of analysis of the mediation role of knowledge management are
graphically illustrated in figures 1 and 2. The mediation process requires the
existence of direct relationship between strategic orientation (independent) and
performance (dependent) on one hand, and an indirect relationship between
strategic orientation (independent) and knowledge management (mediator), and
between knowledge management (mediator) and performance (dependent).

The result in figure 1 depicts the relationship between strategic orientation and
performance; and between KM and performance in a direct way as a mediation
process. The results show that strategic orientation is positively related to
performance by 0.37 or 37%, while knowledge management is directly related to
performance by 0.16 or 16%. On a direct basis, the result shows that strategic
orientation has larger effect on performance than the direct effect of knowledge
management on performance.

The effect of mediation is depicted in figure 2. The introduction of knowledge
management as a mediating variable improves the relationship between strategic
orientation and performance by 0.04 or 4% suggesting the need for
telecommunication firms to pay relevant attention to knowledge management in
their interaction of strategic orientation with performance objectives of the firms.
Indirectly or as a mediator, knowledge management exerts larger influence on
performance of telecommunication firms by 55%. The overall effect of strategic
otientation on performance using knowledge management as a mediator is up
to 75%. This further implies that knowledge management is nearly indispensable
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in the role of strategic orientation as a necessary factor in the performance drive
of firms.

The results bring up a number of empirical issues. Individually, strategic
orientation influences performance in the telecommunication sector by 37%. In
isolation, knowledge management plays significant role in the performance of the
telecommunication sector by 16%. As a mediator, knowledge management exerts
up to 55% influence on the performance outcome of the telecommunication firms
suggesting a possible catalytic role in the strategic orientation framework. The
influence of strategic orientation becomes higher when interacted with knowledge
management in the performance framework. It is thus very instructive for
telecommunication firms to look into the dimensions of the two variables in their
performance drive. This result finds consistency with Conner and Prahalad (1990),
Zack (1999), Gold et a/ (2001) and Audretsch and Thurik (2004) affirming
knowledge management is not only the best strategy that business use to improve
competitive level, but also an important internal strategic resource for a firm’s
basic source of competitive advantage. In addition, Masa’deh and Shanak (2012)
argue that when there is alignhment of different sets of firm’s capabilities,
sustainable performance is attained. Furthermore, Hou and Chen (2010) conclude
that knowledge management could increase performance most especially if it more
focused on knowledge of the market and business environment.

The findings of the study further emphasize the huge importance of strategic
otrientation in business performance when mediated by good knowledge
management of firms. The findings of the study following Ferraresi ez a/, (2012),
indicate that the strength of relationship of factors with performance objectives
of firms could vary with the strength of the mediators. This is proven in the
finding of the study where direct relationship between strategic orientations and
performance appears too low until a mediator was added. This follows the
argument of Nazdrol et al. (2011) that obtaining good firm performance from
strategic factors should not be left with expectations of ordinary direct
relationship; possible mediation need to be tested to make an informed
policy decision.

Table 1. Regression Weights of strategic orientation and performance

Estimate S.E. C.R. P Label
Perfomance <--- SO 098 .015 6479  ***
Perfomance <--- knowledge 214 .074 2909 .004
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Table 2. Regression Weights of the mediation:
(Group number 1 - Default model)

Estimate S.E. C.R. P Label
knowledge <--- SO 749 210 3.566  kEE
perfomance <--- knowledge 547 195 2.805  kwk
perfomance <--- SO A11 0 120 3.425 wwx

00
knowledge
16
16
perfomance
i 37 ¢
SO

Figure 1 The path analysis of strategic orientation and performance
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56

knowledge @

81

SO 41

— perfomance

Figure 2. The mediation analysis of Knowledge management
in Strategic orientation and performance relationship

5. Conclusion and Recommendations

The study has considered the increasing importance of knowledge management
strategies as mechanism  through which strategic orientation affect
telecommunication sector performance. Previous researches have focused on
direct relationship between strategic orientation and firm performance. The study
has demonstrated an indirect effect on the relationship between strategic
otrientation and performance through knowledge management as mediating
variable on a sample of 357 respondents in southwest Nigeria. The study results
lead to the conclusion that the components of strategic orientation such as market
otientation, entrepreneurial orientation, and technology orientation in aggregate
mediated by knowledge management practices are important pathways to good
performance. The impact of these knowledge management strategies can be felt
through the role played by strategic orientation.

The study recommends the need to position the telecommunication sector
strategically now and in the future through knowledge management strategies so
that the sector will continue to act as enabler to drive socio-economic
transformation as well as bringing about a radical change in the way people
transact commercial activities.
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