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Abstract

Orientation: Over the years technological competence and knowledge management have grown in significance in relation to strategic management of firms.

Research purpose: The aim of the study was to examine the role of knowledge management and technology operating capabilities in the development of customer-centric organisational systems for small and medium enterprises in Zimbabwe.

Motivation for the study: The dynamism in the business environment, coupled with the proliferation in technological advancements, is forcing firms to reorient themselves, especially towards customer centrism.

Research design, approach and method: Based on a cross-sectional survey conducted on 388 firms in Zimbabwe, this study sought to investigate the influence of knowledge management capabilities and technology operating capabilities on the ability of small and medium enterprises to create customer-centric organisational systems. A five-point Likert scale questionnaire was used to collect data from simple, randomly selected small firms, and structural equation modelling was used to test the direction and significance of the proposed relationships.

Main findings: The study found that there are positive relationships between the two dimensions of knowledge management capability and one technological competence dimension.

Practical/managerial implications: Because external knowledge searches have become progressively significant for small and medium enterprises to attain and maintain a competitive advantage, the study findings demonstrate that knowledge acquisition and transformation are also essential for firms to create customer-oriented organisational systems.

Contribution/value-add: The novelty in this study is that it decomposes absorptive capacity and technological competences and assesses the individual dimensions’ influence on the dependent variable, thereby enhancing exhaustive understanding while avoiding theoretical misspecifications and empirical contradictions.

Keywords: knowledge management; technology operating capabilities; customer-centric organisational systems; SMEs; knowledge acquisition capability; knowledge transformation capacity.

*Corresponding author: David Pooe, dpooe@uj.ac.za
How to cite this article: Munyanyi, W. & Pooe, D., 2019, ‘Examining the role of knowledge management and technology operating capabilities in the development of customer-centric organisational systems’, Acta Commercii 19(2), a647. https://doi.org/10.4102/ac.v19i2.647

Copyright: © 2019. The Authors. Licensee: AOSIS. This work is licensed under the Creative Commons Attribution License.

Received: 30 April 2018; Accepted: 15 January 2019; Published: 30 April 2019


Introduction and background

In responses to the dynamism in the business environment and the proliferation of the Internet, corporations are being pushed to transform into customer-centric businesses. Both large and small businesses are reorganising themselves to align to the changing needs of the now more active and informed customers who desire more collaborative involvement with firms (Brodie et al. 2011:255). Today, through participation in customer forums, customers have become value co-creators and resource integrators, creating an avenue for firms to attain a competitive advantage (Hsieh et al. 2018:1054; Malshe & Friend 2018:895). Several businesses have adopted a customer-centric slant to optimise customer satisfaction by placing the customer’s experience as the lead concern in product development (Montignies, Nosulenko & Parizet 2010:592). In line with the notion of the combined scope of value co-creation the customer now performs a double-edged role, as co-producer of products and as value creator together with the firm (Grönroos & Voima 2013:140). As a result, customers have been elevated from being passive consumers and receivers of value to being proactive co-creators (Chan, Yim & Lam 2010:48). In this context, academics and practitioners have doubted the applicability today of classical product and geographically focussed organisational systems, arguing that firms must move towards customer-focussed organisational systems (Homburg, Workman & Jensen 2000:465). It is imperative that firms not only extend their total offerings towards unified solutions that combine products and services to customer-specific solutions but also alter their existing organisational structures towards customer centrism (Gebauer & Kowalkowski 2012:527).

For a firm to be able to create enduring customer-centric systems, it is vital that these firms be equipped with effective knowledge and technology-oriented capabilities that facilitate successful implementation of such systems. Knowledge management and technology have grown to become central strategic assets for a firm, deep-rooted in the firm’s processes, culture and human resources and capable of creating a competitive advantage (Wang, Li & Li 2013:60).On the one hand, it is largely accepted that firms that follow the two key steps in knowledge management, knowledge acquisition and knowledge transformation significantly improve their capacity to perform in areas such as innovation (Hsieh & Chou 2018:92). In addition, small and medium enterprises (SMEs) traditionally tend to benefit substantially from concerted knowledge-based activities because they are able to access complementary resources and capabilities entrenched in their local network systems (Davenport 2005:683). On the other hand, technology has proved to facilitate internal processes like innovation at firm level, consequently improving firm competitiveness productivity and economic growth (Sobankea et al. 2014:992). In order to respond effectively to the ever-changing customer need, businesses must continually make use of new and smart technologies to improve products and services (Foroudi et al. 2018:272). The technology operating capability of SMEs’ employees is therefore valuable as it leads to improvements in the value to the customer while reducing the firm’s cost structure. The growth in technological complexities has also led to an increase in firms’ dependence on external knowledge in their business processes, making knowledge and technology complements (Hsieh & Chou 2018:92).

While there has been a general increase in the growth in empirical literature on absorptive capacity, a concept that refers to the ability to recognise the value in novel information and knowledge and incorporate it in a firm’s commercial operations (Zhai et al. 2018:318), there are significant gaps that still exist. There are limited studies that have broken down the notion of absorptive capacity into subconstructs; hence the individual role of dimensions like knowledge acquisition and knowledge transformation remains ambiguous, both in theory and in practice. Inability to recognise the different dimensions of absorptive capacity and their unique individual roles could cause theoretical misspecifications and empirical contradictions. Moreover, there is limited literature focussing on the collaborative influence of absorptive capacity individual dimensions with other variables like technology capabilities, and this limits the exhaustive development of theory and managerial practice concerning the individual dimensions of absorptive capacity. In light of the critical issues highlighted, this study conceptually broke down absorptive capacity and empirically investigated how the individual dimensions of absorptive capacity (knowledge acquisition, knowledge transformation capabilities) pull technological operating capability to influence the creation of customer-centric organisational systems. The primary contribution of this study is that it improves on the understanding of the influence of knowledge practices and support factors like technology operating capabilities (TOCs) on the development of vital customer-oriented systems in SMEs.

The socio-economic context of Zimbabwe

The Zimbabwean economy has historically been dependent on the agriculture, tourism and mining sectors, and the mining sector has remained vibrant to date owing to the immense reserves of minerals like chrome, gold, coal, platinum and nickel (Simwayi & Haseed 2011:119). From the year 2000, the country experienced a severe economic crisis, particularly following the political and social unrest that accompanied the fast-track land reform programme. The intensification of the land redistribution programme worsened relations between Zimbabwe and Western countries, leading to sharp declines in foreign direct investment inflows and economic growth and to high inflation rates (Mahembe & Odhiambo 2016:324). Inflation figures reached unimaginably high rates of up to 500 billion percent in December 2008, transforming into hyperinflation, and as the currency continued to lose value it became difficult for businesses to continue to operate profitably and predictably (Masaka 2013:323). The hyperinflation forced many large and small firms to either close down or have their operations put under severe operational pressure. Many people lost their jobs during the hyperinflation period, and to survive many alternatively started their own businesses, resulting in the propagation of SMEs in different sectors of the economy.

In February 2009, the government of Zimbabwe officially adopted a multicurrency system, which saw the local Zimbabwean dollar being put aside as legal tender in favour of hard currencies such as the US dollar, taming close to a decade of hyperinflation (Simwayi & Haseed 2011:199).Despite the problems associated with the multicurrency system, it managed to stabilise inflation and restore sanity, profitability and viability in the business arena (Ngwenya, Pelser & Chivaura 2018:4). The SME sector’s viability was also largely enhanced by the multicurrency system and, by 2013, was leading in terms of fostering economic and social growth (Mbizi et al. 2013:371). As stated by Mbizi et al. (2013:371), the sector accounted for 35% of gross domestic product, 43% of total salaries and wages and employed 54% of the formal private sector employees by 2013. Because SMEs are diverse in nature, they have emerged as the engine for economic development and sustainable development in Zimbabwe. However, the SME sector in Zimbabwe continues to suffer several challenges including funding inadequacy, poor management, hostile government policies, lack of suitable infrastructure and poor overall economic performance (Bomani, Fields & Derera 2015:114). Empirical research on how these SMEs can use capabilities in place of resources could help alleviate some of these challenges; hence the need for the current study.

Literature review

Absorptive capacity has been defined as the firm’s ability to identify new and external knowledge, integrate it and apply it in its commercial applications (Cohen & Levinthal 1990:128). Fundamentally, absorptive capacity encompasses four characteristic processes – knowledge acquisition, assimilation, transformation and exploitation – and these four processes are categorised further into potential absorptive capacity (acquisition and assimilation) and realised absorptive capacity (including transformation and exploitation). The decision to select knowledge transformation capability was influenced by Todorova and Durisin (2007:777), who believe that, most likely, knowledge assimilation and knowledge transformation occur in parallel rather than in successive order. This study focusses on knowledge acquisition and knowledge transformation to encompass both potential and realised absorptive capacity, hence the exploratory and transformative knowledge building blocks in businesses.

Knowledge acquisition capability

Amid accelerated product and process innovation cycles and increased competition, firms progressively need to complement internal research and development with external knowledge (Hagedoorn & Wang 2012:1079). Knowledge is regarded as a critical organisational resource in contemporary strategic management. It is regarded as one of the most vital resources for enhancing the competitive strength of a firm, and effective management of knowledge is thus key to sustainable enterprise growth (Wu & Chen 2014:1150). Additionally, systematic acquisition of knowledge has become a prerequisite for effective decision-making in firms. De Arruda et al. (2017:155) argue that the more acquisition of knowledge the better the learning for a business. Knowledge acquisition is that part of knowledge management that is concerned with the critical obtaining of external knowledge to meet existing needs, exploit assets and develop new opportunities (Quintas, Lefrere & Jones 1997:385). According to Zhou and Li (2012:1092) knowledge acquisition is related to the obtaining of knowledge through a search beyond existing sources like customers and marketplaces. Other sources of knowledge include chambers of commerce, business publications and newspapers. Knowledge is also obtainable from internal sources (Åkerman 2015:81). Those organisations that are consistent and effective in external knowledge transformation can develop better products and services than their competitors (Kocoglu, Algun & Keksin 2015:115).

Knowledge transformation capacity

In terms of the dynamic capabilities view, the basis of a firm’s performance lies in its ability to transform knowledge, which is a significant constituent of absorptive capacity (Zahra & George 2002:188). It denotes the capacity to change and enhance the organisational routines that enable the combination of existing and newly acquired knowledge (Zahra & George 2002:188). The transformation of knowledge normally occurs in a societal context, and to develop knowledge transformation capabilities a firm must strengthen its interfirm relationships (Chang, Gong & Peng 2012:929).Eventually, the firm benefits from improved transformation capabilities as effective knowledge transformation quickens the absorption of new ideas, efficient integration of ideas into organisational systems and innovation, eventually triggering superior business performance. The process of transforming knowledge from being an individual viewpoint into being a knowledge rooted in firm strategies requires a blend of business practices and decision-making processes (Krome 2014:106). The process of developing knowledge transformation capabilities involves particular knowledge-sharing practices that enable insightful processes to be used for strategic initiatives. These practices include the SME’s ability to apply knowledge obtained from the market into business operations, and this is what this study investigated. Knowledge transformation capacity is attained when the firm adopts new external knowledge, attained through assimilation, into the firm’s activities mixed with internal knowledge, thereby resulting in a competitive edge (Rundquist 2012:18).

Technology operating capability

Globally, firms are making use of technology to undertake operational transactions, activities and processes as a way of reducing costs and increasing efficiency. The acquisition and application of novel technology in the firm’s operational procedures promotes the development of new products and new customer acquisition, thus cultivating better returns for the business (Minguela-Rata, Fernandez-Menendez & Fossas-Olalla 2014:439). Darbanhosseiniamirkhiz and Ismail (2012:113) argue that firms that apply new technologies achieve flexibility, responsiveness and quality; hence SMEs must focus their long-term strategic plans towards technology. Those firms that operate in dynamic industries can make use of technology to create technology-based innovations that are critical for a sustainable competitive advantage (Operti & Carnabuci 2014:1042). Technology operating capability involves the firm’s capability to employ technological systems such as enterprise resource planning systems and other information and technology motivated systems for the benefit of the firm (Harison & Boonstra 2008:283). For firms to be regarded as technologically capable, they should possess the capacity to rightfully employ beneficial technologies while ensuring product flexibility and inventory management (Salomon & Jin 2010:1089). The challenge of adopting and efficiently operating the right technologies remains evident in most firms operating in developing countries, and this study aids in improving the adoption and operation of new technologies

Customer-centric organisational systems

As the business world becomes more and more complex and chaotic, firms must deal with a variety of uncertainties and challenges including the fact that customers have become more demanding, expecting on-time delivery, high quality goods and reasonable prices (Yeung et al. 2018:190). This situation is exacerbated by the fact that customers now have many buying options and can quickly switch to other firms (Güçdemir & Selim 2017:100). Customer centricity has become central to the success of firms alongside other factors like technology, networking and external knowledge absorption (Youssef et al. 2018:146). It is defined as the general alignment towards customers’ needs and satisfaction as a priority in organisational strategic decision-making (Smirnova, Rebiazina & Frösén 2017:457). Customer-centric organisational systems relate to the alignment towards the provision of solutions to the firm’s customers through a comprehensive understanding of customers and competitors across the firm’s divisions (Frankenberger, Weiblen & Gassmann 2013:673). Given the complexity in global competition and the increasing demand by customers for high-quality and low-priced goods, firms are better off altering their organisational systems alongside a shift in business activities to low utility cost locations and uncomplicatedness in communication and transport (Kayvanfar et al. 2018:69). Customer centrism should be embedded in the firm’s cognitive systems as the customer-related processes that guide business activities, and because firms cannot rely on novel services only they must resort to aggressive customer-centric strategies to attain competitiveness (Postigo-Boix & Melús-Moreno 2018:571). The creation of customer-centric organisational systems, which is central to this study, acts an acknowledgement of the significance of customer centrism to SMEs.

Conceptual framework and hypothesis development

A review of related literature produced an overview of the research constructs, enabling the development of detailed constituent hypotheses. The following conceptual model conforms to the provisions of the dynamic capabilities theory and to the knowledge-based view, which posits that a firm’s capabilities and alignments are dependent upon the firm’s ability to acquire and transform knowledge (Grant 1996:110).

Several scholars have conformed to the notion that the strategies of the firm are articulated with the help of external knowledge accumulated by the firm and technology (Frankenberger et al. 2013:678; Kocoglu et al. 2015:115; Zahra & George 2002:188). Knowledge management practices and technology usage impact positively on the firm’s internal structures and strategic goals, basically altering the firm’s strategy formulation capabilities (Zahra & George 2002:188).

Knowledge acquisition capacity and customer-oriented organisational systems

Uncertainty in the business environment, coupled with the increase in global competition, have produced inconsistencies in firm profits, and many firms have been forced to cut their operational costs and find new ways to foster growth (Frankenberger et al. 2013:678). This has been the case with SMEs operating in Zimbabwe. Notably, the need to maintain productive customer relationships and implement customer-centric systems to customer satisfaction have become more significant (Enz & Lambert 2015:25). Central to the process of customer relationship management is external knowledge that gives organisational insights into customer conduct, needs and preferences. Knowledge acquisition capability is a decisive organisational competence that empowers organisations to cope with different circumstances and changes in competitiveness (Mishra et al. 2018:49). Knowledge enables the design of personalised business processes, which in turn will aid in leveraging customer retention and preserve competitiveness (Frankenberger et al. 2013:678). Firms that possess knowledge acquisition capability can effectively formulate critical organisational strategies and develop better products compared to their competitors (Kocoglu et al. 2015:115). Through distinct knowledge acquisition, firms can improve their internal processes and units, as well as facilitate better strategic policymaking (Behfar, Turkina & Burger-Helmchen 2018:167). It is therefore hypothesised that:


H1: There is a positive and significant relationship between knowledge acquisition capacity and customer-oriented organisational systems.



Knowledge transformation capacity and customer-oriented organisational systems

In order to attain a sustainable competitive advantage, firms need to have deeper insight into their customers, because by appreciating customer needs firms are able to improve customer relationships (Thakur & Workman 2016:4095). The global market is undergoing extensive transformation, and globalisation has increased accessibility of markets by consumers. It has become less expensive for customers to switch between firms especially in the retail market, and consequently it has become imperative for firms to focus on maintaining good relations with customers (Chiang 2018:525). However, the process of ensuring good customer relations has remained unclear with respect to the antecedents of sustainable customer-centric organisational systems. The knowledge management literature suggests that sales knowledge and knowledge on competition are often a reliable basis for customer relationship management if accurately shared among the firm’s functional units (Bortoluzzi et al. 2018:215). Extensive knowledge transformation capability has been found to be efficient in aiding firms to identify new systems, helping companies leverage new knowledge to improve product performance, enhance product quality and cut costs (Korhonen-Sande & Sande 2016:233). Knowledge transformation abilities are therefore a powerful tool for firms intending to undergo strategic transformation and attain competitive advantage (Ayadi, Hachaichi & Feki 2017:544). Based on the arguments presented, it is appropriate to propose that firms that intend to develop customer-centric organisational systems must prioritise the development of their knowledge transformation capabilities; hence the following hypothesis is made:


H2: There is a positive and significant relationship between knowledge transformation capacity and customer-oriented organisational systems.



Technology operating capability and customer-oriented organisational systems

The rapid technological transformation that has occurred globally has changed the business landscape, making it more connected, transparent and unpredictable. Novel wireless technologies have transformed business, operations and structures in both developed and developing countries (Rana et al. 2015:127). On a global scale the advent of new and dynamic technologies, such as social media platforms, is pushing firms to adopt customer-centric strategies as a way of sustaining long-term customer relationships and increasing valuable customer interactions (Ostrom et al. 2015:129). It is largely accepted that strategic operation of technology enables proper management of practices and processes that contribute to superior performance. On that note, firms with strong technological capability have been successful in transforming their operations for sustainable competitive advantage (Srivastava, Gnyawali & Hatfield 2015:348). The use of technology improves the potential for a firm to identify opportunities, thus creating a strong basis for the formulation of firm strategies (Morone 1989:96). In a nutshell, the ability to operate pertinent technological acquisitions is an avenue for sustained corporate strategy formulation and reorientation for firms, both large and small, and against this background, the following hypothesis is made.


H3: There is a positive and significant relationship between technology operating capability and customer-oriented organisational systems.



Method

A deductive quantitative research approach was used in this study to ascertain the influence of knowledge and technology management capabilities on the development of customer-centric organisational systems. This study was conducted among SMEs in the 10 provinces of Zimbabwe that are members of the Small and Medium Enterprises Association of Zimbabwe. The study sample consisted of 832 SMEs from several sectors within the Zimbabwean economy. The sample was selected using a simple random sampling technique with the help of Randomizer software to ensure randomness. Of the 832 questionnaires sent out, 388 were returned and considered usable for data analysis, giving a response rate of 46.6%. Probability sampling methods are preferred to non-probability sampling techniques in studies that are quantitative in nature, hence the decision to use simple random sampling. The questionnaire was distributed using the drop-off and pick-up approach (Dillman, Smyth & Christian 2014:217) as attempts to employ the email questionnaire technique failed to yield positive results. The same SMEs who were contacted using email were contacted using the drop-off and pick-up approach. Additionally, this approach was chosen because it afforded the researcher an opportunity to present and clarify the research topic to the respondents. The questionnaire was designed with a five-point Likert scale with end points of ‘strongly disagree’ and ‘strongly agree’ as it was considered generally easy to use and produces more standardised scales for statistical evaluation. Structural equation modelling (SEM) was used for data analysis as this technique enables the drawing of causal inferences for a better understanding of the phenomenon under study. In SEM, measures of goodness of fit are undertaken to provide an evaluation of the whole model as opposed to the estimation on an equation-by-equation basis (Graafland 2018:275).

Ethical considerations

Ethical procedures were followed according to the University of Johannesburg ethics policy. To this end, before participating in the study respondents were made aware that they were under no obligation to participate and that if at any stage of the research they wish to withdraw their participation they were free to do so. Respondents were also assured that the study and its results will only be used for academic reasons and no other, and that their identity will be kept anonymous. The confidentiality of their expressed views was also guaranteed.

Results

Firm demographics

This study was conducted on a sample of 388 SMEs from various sectors of the Zimbabwean economy.

The characteristics of the firms in the sample are presented in Table 1. From the results presented in the table, the retail sector had the highest number of respondents, totalling 102, while the manufacturing sector had 83. There was lower participation from firms in other sectors like mining, tourism and agriculture. In terms of number of employees, the majority of participants had 50 and below (204 participants). This could be attributed to the fact that the economic downturn has forced firms to downsize operations, resulting in loss of jobs. Most of these SMEs have been in business for more than 5 years (57.8%); however there was significant contribution from relatively new firms. In terms of turnover, most SMEs had a turnover of $5000 and below (37.4%), indicative of the constrained growth in the SME sector.
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Reliability and validity measures

In this study, reliability and validity tests were carried out to verify the appropriateness of the measurement instrument and model. Reliability was tested using the Cronbach’s alpha, and as per the recommended guidelines the Cronbach’s alpha should be at least 0.70 for internal consistency to hold (Cronbach 1951:298).

In this study, internal consistency was met as the constructs’ alpha values ranged between 0.729 and 0.775, as presented in Table 2. The constructs’ convergent validity and discriminant validity was also evaluated, and convergent validity was tested using the composite reliability, the average variance extracted (AVE) and item factor loadings. For convergent validity to hold, AVE values should be above 0.7 (very good), while 0.5 is considered acceptable (Fornell & Larcker 1981:40). In relation to factor loadings, values of 0.5 or more are regarded as satisfactory, while for composite reliability a value more than or equal to 0.7 confers convergent validity (Hair, Anderson & Tatham 1987:260). The composite reliability values for the constructs in this study ranged between 0.764 and 0.822, and the AVEs between 0.514 and 0.547, proving convergent validity. All the item loadings were higher than the 0.50 yardstick (Table 2). Discriminant validity measures the extent to which measures of two factors are empirically discrete, and this was tested by comparing the square root of AVE and the interconstruct correlations. The square root of AVE for each construct should be greater than the interconstruct correlations and all other constructs for discriminant validity to hold (Fornell & Larcker 1981:39). Therefore, the results from this study suggest satisfactory discriminant validity (Table 3).
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Following the recommendations of Anderson and Gerbing (1988:411), a two-stage SEM approach was employed to test the significance of all coefficients and the hypotheses made. The measurement model was examined initially to test for causal relationships between the observed and latent variables in AMOS 24. The second stage involved testing the structural model using path analysis to explain the causal association between the constructs.

Measurement and structural model analysis

To evaluate the goodness of fit of both the measurement and the structural models, the chi-square and degrees of freedom ration, root mean square error of approximation (RMSEA) and the comparative fit index (CFI) were used, as these provided adequate distinctive measures for assessing the models.

The results show that both the measurement and structural models exhibited satisfactory fit, and the models could be relied upon. The χ2/df ratio for the measurement model and structural model was 1.862 and 1.461, respectively, and hence satisfactory. The CFI for both models were within the acceptable yardstick of 0.90 or more (0.990 and 0.966 for the measurement model and structural model, respectively) and so was the RMSEA. Both RMSEA values were below 0.05 (0.046 and 0.038), as recommended by Bentler (1990:238). Irrefutably, goodness of fit was achieved for both the measurement and the structural model as the results of the confirmatory factor analysis indicated.

Path analysis and hypothesis testing

Structural equation modelling was conducted in AMOS v24 to test the structural associations proposed in Figure 1 (H1 through H3). Table 3 provides a summary of the standardised structural coefficients for all hypotheses made in this study.
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Results presented in Table 4 show that knowledge acquisition capability, knowledge transformation capability and TOC all have a significant and positive effect on customer-centric organisational systems. The path coefficient serves as an indicator of the strength of the relationship between variables, and the t-values (critical ratio) of +1.96 or greater (and −1.96 or lower) denote the statistical significance of the related constructs, subsequently confirming the hypotheses of the study. Hypothesis 1 proposed that there is a positive and significant relationship between knowledge acquisition capability and customer-centric organisational systems. The results in this study support this hypothesis (β = 0.446; t-statistic = 26.53). In line with Hypothesis 1, Hypothesis 2 shows that knowledge transformation capability has a significant and positive relationship with customer-centric organisational systems, as the regression path coefficient expectedly showed a beta value of 0.141 and a t-statistic of 6.64 at a significance level of 0.001. Hypothesis 3 concerned the potential influence of TOC on customer-centric organisational systems. The analysis showed that there is a significant and positive relationship between the variables (β = 0.910; t-statistic = 15.43). Of interest is the fact that the TOC has the highest positive influence on customer-centric organisation systems (CCOS). This could be viewed as an affirmation that operation of technology enables proper management of practices transformation of organisational systems for sustainable competitive advantage (Srivastava et al. 2015:348). The findings about the causal estimates corresponding to the hypothesised SEM paths and the resultant regression weights are presented in Table 4.
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Conclusions and implications

Knowledge management and technology have been accepted as central to firms’ processes, culture, human resources and the ability to create other organisational capabilities for competitive advantage (Wang et al. 2013:60). Based on a survey and quantitative analysis of data from 388 SMEs in Zimbabwe, the study found that there are positive relationships between the two dimensions of knowledge management capability and one technological competence dimension. Thus, firms should consider knowledge capabilities and technological competences as drivers to help them achieve some customer-oriented systems and consequently yield superior performance in line with the propositions of Gebauer and Kowalkowski (2012:527). Because external knowledge searches have become progressively significant for SMEs to attain and maintain a competitive advantage, the study findings demonstrate that knowledge acquisition and transformation are also essential for firms to create customer-oriented organisational systems.

This study contributes to the present literature stream on customer orientation and customer centrism by highlighting knowledge acquisition capabilities, knowledge transformation capability and TOC, which SMEs can leverage to nurture their customer-centric organisational systems. The extant literature has predominantly focussed on the notions of absorptive capacity and technological competence as unified constructs (e.g. Cohen & Levinthal 1990:128), and limited, inconclusive research has examined the role of the individual dimension of both absorptive capacity and technological competence. In disparity with extant literature, this study decomposed the two notions, absorptive capacity and technological competence, thereby giving a theoretically and empirically augmented view of the constructs. The study additionally provided empirical evidence on the complementary role of knowledge management capabilities and TOCs in empowering the creation of customer-centric organisational systems.
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This study adds merit to the notion that knowledge acquisition and transformation capabilities and TOC lead to the development of new organisational competencies and organisational transformation. It provides empirical support for the both the knowledge-based view and the dynamic capabilities theory, as it confirms that the foundation for organisational transformation and capabilities development lies in the ability to acquire, recombine and operate both technology and knowledge, as advocated by Grant (1996:110). In terms of knowledge management capabilities and technology operating practices, the study findings have significant implications for managers. Owners and managers of SMEs should place superior emphasis on consolidating their knowledge acquisition and transformation capabilities and their TOCs. These are important tools for transforming and developing their organisational systems into customer centrism, as this could be instrumental in facilitating a competitive edge as advocated by Garrido-Moreno and Padilla-Meléndez (2011:440). This study provides a platform for potential empirical investigation trajectories as there is still need for understanding the influence of other absorptive capacity and technological competence sub constructs.
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TABLE 1: Firm demographics.
Demographics Frequency (1) Percentage (%)

Business sector

Manufacturing 83 21.4
Retail 102 26.3

Mining 42 108

Tourism 52 134

Agriculture 47 121

Other 62 16.0

Total 388 100

Number of employees

0-50 204 52.6

51-100 66 17.0

101-150 49 126

Total 388 100.0
Business turnover

$0 - $5000 145 374
$5001 - $10 000 80 20.6
$10 000 - $15 000 88 22.7
$15 001 and more 75 193

Total 388 100.0
Years in business

Less than 5 years 164 423

Between 5 and 10 years 118 304
More than 10 years 106 27.3

Total 388 100.0
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FIGURE 1: Conceptual model.
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TABLE 4: Test of goodness of fit.

Variable xX*/af CFl RMSEA
Recommended <2.000 20.900 <0.050
Measurement model 1.862 0.990 0.046
Structural model 1.461 0.966 0.038

df, degrees of freedom; CFI, comparative fit index; RMSEA, root mean square error of
approximation
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TABLE 5: Hypothesised relationships, standardised regression weights and p-values.
Variable

Estimate f-statistic Hypothesis
H, Knowledge acquisition capability — customer-centric organisational systems 0411 26.53 Accepted
H, Knowledge transformation capability — customer-centric organisational systems 0.141 6.64 Accepted
H. Technology operating capability — customer-centric organisational systems 0910 1543 Accepted

Note: Significance levels *, p < 0.001.
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TABLE 2: The reliability, validity, standardised loadings and fit statistics.

Construct item Standard estimate R2 Error estimate
Knowledge acquisition capability (a = 0.739, CR = 0.764, AVE = 0.547)

Our firm has frequent interactions with other firms to acquire new knowledge. 0.705 0497 0503
Our employees regularly visit other firms in the industry. - - -
We collect industry information through informal means. 0711 0506 0.494
Our firm periodically meets with third parties to acquire new knowledge. 0745 0550 0.445
Knowledge transformation capability (a = 0.744, CR = 0.748, AVE = 0.538)

Our firm considers the consequences of changing market demands. 0742 0551 0.449
Our employees record newly acquired knowledge for future reference. 0769 0591 0.409
Our firm recognises the usefulness of new external knowledge. 0638 0.407 0593
Our employees rarely share practical experiences. 0777 0.604 039
Technology operating capability ( = 0.775, CR = 0.822, AVE = 0.536)

We manufacture our goods and services using advanced technology. 0775 0601 0399
Our firm has more skilful technical staff and operational workers. 0.780 0.608 0392
We have less operation discontinuity. 0781 0610 0390
We only acquire technology that is relevant to our operations. - - -
Customer-centric org. systems a = 0.729, CR = 0.809, AVE = 0.514)

Our processes are designed to enhance the quality of customer interactions. 0.768 0590 0410
We focus on customer needs when designing business processes. 0712 0507 0.493
We organise our firm around customer-based groups rather than products. 0732 0536 0.464
Functional areas coordinate to enhance the quality of customers’ interactions. 0654 0428 0572

Note: CMIN/df = 1.862; p < 0.001; CFl = 0.990; RMSEA = 0.046.
&, Cronbach’s alpha; CR, composite reliabi

AVE, average variance extracted; RMSEA, root mean square error of approximation.
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TABLE 3: Square root of average variance extracted and correlations of constructs.

Variable AVE KAC KIC TOC CCOS
Knowledge acquisition capability 0547 0740 - - -
Knowledge transformation capability 0538 0612 0733 - -
Technology operating capability 0536 0696 0617 0732 -
Customer-centric organisational systems _ 0.514 0.658 0.677 0718 0.717

Note: Bold figures on the diagonal are the square roots of AVE.

AVE, average variance extracted; KAC, knowledge acquisition capability; KTC, knowledge
transformation capability; TOC, technology operating capability; CCOS, customer-centric

organisational systems.
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