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The impact of knowledge management on work performance
through the employees’ competence: A case study of “MP” Bank
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1. INTRODUCTION

ABSTRACT

Since it was established in 2003 until 2014, the “MP” bank had never provided its hu-
man resources development training. As a result, it decreased its employees’ perfor-
mance, which ultimately gave a bad impact on the bank. This was a serious concern for
the management in 2015. This study aimed to determine and analyze the impact of
knowledge management variables consisting of socialization, externalization, combina-
tion, and Internalization on the employees” performance indirectly through their compe-
tence. The path analysis was used to determine the indirect impact of knowledge man-
agement on the employs’ performance, with the samples of 140 people. The data analysis
and hypothesis testing proved that knowledge management had significant effect on the
employees’” performance indirectly through the employees” competence. The R-square of
socialization, externalization, combination, and internalization of the employees’ compe-
tence were 70.5%; and the R-square of competence variable to the performance was 52%.
This showed that knowledge management played an important role in improving the
employees” performance through their competence. It implies that the bank needs to pro-
vide in-house training for its employee’s resource development because only relying on
the quality the employees get from the college was not enough.

ABSTRAK

Sejak berdiri pada 2003 bank “MP” sampai pada 2014 tidak pernah memberikan pelati-
han pengembangan sumber daya manusia, yang mengakibatkan kinerja ka-ryawan
mengalami penurunan yang akhirnya berdampak buruk bagi bank. Kondisi ini menjadi
serius oleh pihak manajemen pada 2015. Penelitian ini bertujuan untuk mengetahui dan
menganalisis pengaruh variabel knowledge management yang terdiri dari socialization,
externalization, combination, dan Internalization terhadap kinerja karyawan secara tidak
langsung melalui kompetensi. Path analysis digunakan untuk mengetahui pengaruh
tidak langsung antara knowledge management dan kinerja karyawan ini, dengan jumlah
sampel 140 orang. Analisis data dan pengujian hipotesis membuktikan bahwa knowledge
management berpengaruh signifikan terhadap kinerja karyawan secara tidak langsung
melalui kompetensi karyawan. R-square socialization, externalization, combination, dan
internalization terhadap kompetensi karyawan sebesar 70,5%; dan R-square variabel
kompetensi terhadap kinerja sebesar 52%. Hal ini menunjukkan knowledge management
sangat berperan dalam menaikkan kinerja karyawan melalui kompetensi. Implikasinya,
bank harus memberikan in-house training untuk pengembangan sumberdaya karyawan,
hanya mengandalkan kualitas lulusan PT saja tidak cukup.

had never provided its human resources with the

Human resource is one of the important bank’s as-
sets that they must own. Considering the important
role of the human resources, the bank management
needs to give attention to their competence in order
to give contribution to the bank optimally. Since it
was established in 2003 until 2014, the “MP” bank

activities that could contribute in the human re-
source development. The bank thought that the
competence their employees get from college was
sufficient to be applied in their work performance in
the bank. After an evaluation was carried out in
2014, the bank found that its employees performance
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had decreased, so the long-term goal of the bank was
not reached maximally. This condition awakened the
management of the bank to be worse. After under-
taking the review in 2015, the bank began to provide
activities to improve the ability of its employees.

Hadianto (2014: 21) said that knowledge man-
agement does not only improve the efficiency and
effectiveness of employees work, but it also im-
proves their achievement and competence. Know-
ledge of creating organization and knowledge of
network are the two most important factors for
building competitiveness. They have to see how a
bank can transform the data into judgmental infor-
mation and become context-driven ideas, which
eventually become knowledge. This knowledge is
the key to the organizational competitiveness. Thus,
the goods and services produced by a superior com-
pany will always rely on the knowledge-based strat-
egies. In addition, some studies found that know-
ledge management has a positive impact on compe-
tency of individual (Tongsamsi and Tongsamsi 2015;
Lustri, Miura, and Takahashi 2007; Berio Harzallah
2005).

Zaim, Yasar, and Unal (2013) indicated a posi-
tive effect of competencies on individual and organi-
zation performance in Turkey services sector, includ-
ing bank sector. In addition, other studies explain
the relationship between competency and perfor-
mance of individual job (Ryan, et.al. 2009; Dainty
2004; Liu 2005; Levenson 2006; McClelland 1973).
However, there is still a debate on the impact of
competencies and performance due to difficulty of
assessing the employees’ competencies (Currie and
Darby 1995).

Based on the description above, it is very impor-
tant to see whether knowledge management has a
contribution in improving employees’ competence
that would ultimately improve the employees’ per-
formance. By knowing which factors that have an
important role in improving employees’ compe-
tence, it is expected to be used in the analysis and
evaluation in the application of knowledge man-
agement or in creating a conducive environment, so
that the desired employees’ quality could be
achieved. This research aimed to determine the im-
pact of knowledge managements of employees per-
formance through their competencies.

2. THEORETICAL FRAMEWORK AND HYPO-
THESES

Packard (2012) said about the implementation of
knowledge management in his company that was
able to improve the core competence of its products
so that it managed to become a very innovative
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company in the world. Knowledge management
then developed into a science that is widely applied
in various companies. Sveiby (2010) defined know-
ledge management as “the collection of processes
that govern the creation, dissemination, and utiliza-
tion of knowledge”. In this case, the understanding
of data, information, and knowledge are needed to
be distinguished. Data is a number that has no con-
text, for example, 16%, Rp100 million, and so on.
Information is a data that has context and certain
meaning, for example, ‘bank interest rate is 16% per
year’, ‘amount of saving is Rp 100 million’, and so
on. Knowledge is a collection of information that has
certain patterns and implications and has the capaci-
ty to predict and act, for example, because the inter-
est rate on the bank loan is too large, which is 16%
per year, so I do not borrow money and put off my
wish to buy a car’. Knowledge management is an
intangible asset. Intangible assets can be grouped as
in Figure 1.

In Figure 1, intangible asset is a component
used in determining the market value of a company.
The knowledge management importance for a com-
pany is undeniable. Widiatmoko (2002) stated that
knowledge is divided into two types:

Tacit Knowledge

It is a knowledge that exists in a person and relative-
ly difficult to formalize/translate, so there are still
obstacles in the communication with other individu-
als. Tacit knowledge is subjective, intuitive, and
closely related to the activities and experiences of
individuals and ideals, values, and emotions.

Explicit Knowledge
It is a knowledge that can be put forward in the form
of data, formulas, product specifications, manuals,
general principles, and so on. This knowledge be-
longs to the company and is ready to be transferred
to all individuals in the company formally and sys-
tematically. The interaction between tacit and expli-
cit knowledge is called as the process of knowledge
conversion.

In Figure 2, there are four (4) knowledge con-
version processes, namely:
1. Socialization is the process of transferring expe-
rience to create tacit knowledge through observa-
tion, imitation, and practice activities. This
process is not enough to be just carried out
through listening and thinking.
Externalization is the process of expressing and
translating tacit knowledge into explicit concepts
such as books, manuals, reports, and so on.
Combination is the process of combining differ-
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Figure 1
Intangible Asset Knowledge Management

Source: Bellinger 2001.

To
Tacit Knowledge Explicit Knowledge
Tacit Socialization Externalization
£ Knowledge
=
Explicit Internalization Combination
Knowledge
Figure 2

The Process of Knowledge Conversion

Source: Sveiby, Karl Erik (1996), Page 47.

ent explicit knowledge into new explicit know-
ledge through analysis, grouping, and rear-
rangement. The tools used to perform this
process could be in the form of database and
computer network.

Internalization is the process of absorbing explicit
knowledge into tacit knowledge that is usually
done through learning while working or per-
forming simulations.

Jatmiko (2002) said that the application of
knowledge management could improve the core
competence of a company. This is because the in-
tangible assets managed in knowledge management
(external structure, internal structure, and individu-
al’s competence) are the source of core competencies.
By managing knowledge, the employees will be
more creative and innovative. Thus, their ability to
produce products or perform the services increase.
Their ability of creativity and innovative are the core
competences. Therefore, if the knowledge manage-
ment can be applied properly, then the core compe-
tences of the company will surely increase. The defi-
nition of core competence is “the collective learning
outcomes within the company, especially those are
related to the coordination of various expertise in the
field of services and the ability to combine various
streams of technology, so that the company is able to
do something better than its competitors” (Widiat-
moko 2002).

Furthermore, the business developed through
various management systems, such as TQM, JIT,
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reengineering, and so on, will result in greater core
competences. If knowledge is the application of in-
formation through real experience, then it is the em-
ployees” ability to take action. Learning is the
process of improving the employees’ ability or ‘am-
munition” to act and produce something. To im-
prove innovation through knowledge, an organiza-
tional culture is required not to stop learning. The
concept of learning organization or organizational
learning method is to form learning organization.

Nurlaila (2015) stated that skills are compe-
tences and they reflect the potential abilities of em-
ployees to do a job. If the employees have good
competences that are marked through their under-
standing and mastering every task and job well with
high ability, then these skills will give a significant
influence in improving their performance. Compe-
tence is not just a passive knowledge. If an employee
has a high degree of intelligence, but the employee
does not proficiently transform his skills into effec-
tive workplace behavior, his intelligence is useless.
Therefore, competence is not only used to under-
stand what to do, but it also used to include proper
abilities to do a job in order to achieve the desired
performance/outcome of the job.

Performance indicates the level of productivity
or work performance of a person. Martoyo (2000: 28)
defined performance, as “the level of a person’s abil-
ity or organization in an organization in achieving
the goal effectively and efficiently or the perfor-
mance is the ability of an organization in using its
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Table 1
The Definition of Operational Variable in the Research
Variable Indicator Item
Knowledge Socialization (X.1) Observing, imitating, practicing.
Management (X) Externalization (X.2) Revealing, translating.
(Dykeman 2001) Combination (X.3) Analyzing, grouping, and formatting.
Internalization (X4) Learning while working,.

Competence (Z) Ability Understanding and mastering the tasks and job description.
(Widiatmoko 2002)
Performance (Y) Result Employees performance appraisal.
(Siagian 2001)

Table 2

The First Hypothesis Test
Variable Standardized Coefficient R-square F-score t-score Sig
Socialization (X1) 0.132 0.705 167.30 3.351 0.000
Externalization (X2) 0.347 5.949 0.000
Combination (X3) 1.737 10.174 0.000
Internalization (X4) 0.547 3.407 0.000
Source: Processed Primary Data 2017.
Table 3
The Second Hypothesis Test
Variable Standardized Coefficient R-square F-score Sig

Competency (Z) 0.707 0.520 138.00 0.000

Source: Processed Primary Data 2017.

capital effectively and efficiently in order to achieve
maximum results”.

There are three things that can be used to meas-
ure performance: internal measures, interdependen-
cy measures, and environmental measures (Siagian
2001). Internal measures are used to measure all ac-
tivities and/or related outcomes in the task-
performance, which are not covered by the two oth-
er measures, such as efficiency, cost, quantity, and
quality. Independency measures assess a person’s
ability to meet the expectations of other individuals
associated in performing tasks, for example, the
measurement of reliability, cooperation, and confi-
dence. Environmental evaluation measures are ob-
tained from individuals from outside of the organi-
zation, for example, in terms of sales tasks, the mea-
surements might include the measurement of mar-
ket share and consumer satisfaction index.

Hypothesis

Hypothesis is a speculation of the relationship or
influence contained in the research variables that are
in accordance with the empirical and theoretical
studies above. Thus, the concept described is further
elaborated in the model of this research hypothesis,
as follows:

Hypothesis 1:

It is suspected that socialization, externalization,
combination, and Internalization variables have sig-

nificant effect on the employees” competence.
Hypothesis 2:

It is suspected that the employees” competence va-
riables have a significant effect on the employees’
performance.

3. RESEARCH METHOD

The samples taken in this research were all 140 em-
ployees of “MP” Bank. The Path analysis model was
used to analyze the impact of knowledge manage-
ment variables consisting of socialization, externali-
zation, combination, and internalization on the em-
ployees” performance through the employees” com-
petence. Table 1 describes the variables used in this
study:

The measurement of the knowledge manage-
ment and competence variables was done by using
Likert scale, while the performance variable was
done by using scale ratio. The regression analysis is
described as follows.

Z=a+[51X1+ﬁ2 X 2 +163X3+ﬁ4 X a +e.
Y=a+f5 Zte

Y=employees performance

Z = employees competence

X1 = socialization

X 2 = externalization

X 3 = combination

X 4 = internalization.

1)
)
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Figure 3
Research Model

4. DATA ANALYSIS AND DISCUSSION

The results of the research hypothesis are described
in Table 2. As presented on Table 2, all the variables
- socialization, externalization, combination, and
internalization - showed positive influence on the
competence. The R-square was 0.705, which means
that the competence was influenced by the above
variables by 70.5%; while the rest 29.5% was influ-
enced by variables that were not included in this
model. Of the four variables above, combination was
the dominant variable.

As in Table 3, all competence variables have
positive influence on performance. The next R-
square was 0.520, which means that the competence
was influenced by the above variables by 52%; while
the 48% remaining was influenced by variables that
were not included in this model. This research mod-
els as a whole is illustrated in Figure 3.

Knowledge management is a system created to
create, document, classify, and disseminate know-
ledge within the organization. Thus, knowledge is
easy to utilize whenever it is needed by anyone ac-
cording to the level of authority and competence.
Knowledge management manages all the elements
of the system in the form of documents, databases,
policies, and complete procedures, along with the
information about individual, collective human re-
sources experiences, skills and abilities possessed by
the organization with the help of information tech-
nology. The management of knowledge manage-
ment system elements aimed for the company to be
always creative, innovative, and efficient. Thus, the
company has the competitiveness strategy for a long
period of time.

The results of this study were in line with what
has proposed by Tobing (2007: 24) that Knowledge
management is a key asset for a company to have a
sustainable competitive advantage. The competitive
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advantage is derived from the impact of Knowledge
Management implementation on the following
fields:

1. Fields of Operation and Service. The ‘knowledge
worker’ can provide faster response, better han-
dling of customer claims, and more proactive
services.

Field of Personnel Competence Development: the
learning process that takes place in a continuous
cycle.

Field of Maintenance of Knowledge Availability:
skill and knowledge owned by employees in a
company that are needed to be managed by the
company to ensure no loss of knowledge loss.

As based on the results above, it indicates that
combination was the dominant variable that affected
the employees’ competence. To increase the compe-
tence of the employees of the “MP” Bank, the most
dominant factor was reprocessed through analysis,
grouping, and preparing the resolving plans of vari-
ous problems. The tools to perform the process were
database and computer network. Therefore, the bank
management needs to make plans to increase the
competence of the employees through training that
involves the process of analysis, grouping, and prob-
lem solving, and refine the infrastructures of the
bank to support the process.

On the other hand, the externalization variable
is the smallest variable. It is the externalization
process of revealing and translating of tacit know-
ledge into explicit concepts such as books, manuals,
reports, and so on. This might be due to a low “read-
ing” or “curiosity” culture. Therefore, the improve-
ment employees’ competence programs that in-
volved “self learning” should not be too many.

Basically, improving Knowledge Management
aimed to improve the employees’ competence and
performance in order to improve the field of opera-
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tion and service that are marked by faster response,
better handling of customer claims, and more proac-
tive services. It was meant to increase the develop-
ment of personnel competence. Besides, it could be
used to ensure that there was no loss knowledge.
Loss of knowledge is a condition when a company
loses its required knowledge, even though the
knowledge has actually been owned and used by the
company.

5. CONCLUSION, IMPLICATION, SUGGES-
TION, AND LIMITATIONS

Since it was established in 2003 until 2014, the “MP”
bank had never provided its human resources de-
velopment training, resulting in the decreased of its
employee’s performance that ultimately brought bad
impact to the bank. This condition had become a
serious concern by the management in 2015. This
study aimed to determine and analyze the impact of
knowledge management variables consisting of so-
cialization, externalization, combination, and inter-
nalization of the employees” performance indirectly
through their competence. The path analysis was
used to determine the indirect impact of knowledge
management with the performance of the em-
ployees; with the number of samples taken were 140
people. The data analysis and hypothesis testing
proved that knowledge management consisting of
socialization, externalization, combination, and in-
ternalization had significant effect on the employees’
performance indirectly through the employees’
competence. The R-square socialization, externaliza-
tion, combination, and internalization of the em-
ployees” competence were 70.5%; and the R-square
competence variable to the performance was 52%.
This showed that knowledge management played
an important role in improving the employees’ per-
formance through their competence. The implication
was that the bank needed to provide in-house train-
ing for its employee’s resource development because
only relying on the quality the employees get from
the college was not enough.
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