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The importance of knowledge management program is demonstrated in many 

previous studies, but small and medium-sized enterprises (SMEs) still seem to 

neglect to implement knowledge management processes systematically. The aim 

of this study is to fill the research gap in the literature by researching which 

approaches and processes are managed well in Finnish SMEs and which 

approaches are implemented poorly. The thesis gives a review of previous findings 

regarding knowledge management in SMEs and critical success factors for 

managing knowledge systematically in SMEs. In addition, this thesis presents 

SMEs’ advantages and challenges for implementing knowledge management 

program.  

 

The findings of this study reveals that even though SMEs have implemented some 

of the approaches that foster knowledge management, these approaches are not 

managed systematically as part of the knowledge management program. Findings 

also indicate that CEOs and HR correspondents have often conflicting perspectives 

about the state of managing knowledge management approaches and processes.  
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Osaamisen johtamisen tärkeyttä yrityksissä on korostettu monissa aiemmissa 

tutkimuksissa. Siitä huolimatta pienet ja keskisuuret yritykset (pk-yritykset) eivät 

johda osaamistaan systemaattisesti. Tämän tutkimuksen tarkoituksena on täyttää 

tutkimusaukko tutkien, mitä osaamisen johtamisen lähestymistavoista ja 

prosesseista johdetaan pk-yrityksissä onnistuneesti ja mitä huonosti. Lisäksi tämä 

tutkielma antaa katsauksen aiempien tutkimusten tutkimustuloksista osaamisen 

johtamisesta pk-yrityksissä sekä osaamisen johtamisen tärkeimmistä 

menestystekijöistä. Tässä tutkielmassa esitellään myös pk-yritysten 

ominaispiirteiden hyödyt ja haitat, jotka on huomioitava implementoidessaan 

osaamisen johtamisen ohjelmaa.  

 

Tutkimustulokset osoittavat, että Suomen pk-yritykset ovat implementoineet joitakin 

osaamisen johtamisen prosesseja, mutta niitä ei johdeta pk-yrityksissä 

systemaattisesti osana osaamisen johtamisen laajempaa ohjelmaa. Lisäksi 

tutkimustulokset osoittavat, että toimitusjohtajilla sekä HR vastaavilla on usein 

ristiriitainen näkemys siitä, kuinka hyvin osaamisen johtamisen prosesseja 

yrityksissään johdetaan.  
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1. INTRODUCTION 

 

“If we knew, what we know, we’d be three times as profitable!” 

- Lew Platt, the CEO of Hewlett Packard 

 

Knowledge management is an essential cornerstone for organizations to gain a 

sustainable competitive advantage and to maintain their competitiveness against 

competitors. If knowledge is properly and systematically deployed and leveraged 

within an organization, it can initiate the organization to become more intelligent, 

sustainable, adaptive and innovative. Knowledge management has therefore 

become an inevitable field for managers, practitioners, academics and researchers. 

(Wong & Aspinwall 2004) 

 

Knowledge management as a concept emerged during the era of downsizing in the 

1980s and early 1990s, when businesses and enterprises aimed to establish more 

efficient internal structures with a smaller amount of personnel by outsourcing 

systems and services. Downsizing and reduction of workforce made management 

realize that the knowledge gained and developed over a long period of time, was 

lost with their long-term employees leaving the company. This phenomenon was 

especially impacting smaller knowledge-intensive organizations that were losing 

their most important tacit knowledge and assets when employees left. (Nunes, 

Annansingh, Eaglestone & Wakefield 2006)  

 

Most of the literature on knowledge management and its application has focused on 

large business rather than on SMEs (Durst & Edvardsson 2012; Hutchinson & 

Quintas 2008; Wong & Aspinwall 2004; Delahaye 2003). There is an essential lack 

of research on knowledge management approaches and SMEs’ processes (Egbu, 

Hari & Renukappa 2005). A review of the literature related to knowledge 

management in SMEs indicates that studies mostly tend to introduce approaches 

and processes that are originally developed for large companies (Durst & 

Edvardsson 2012). However, SMEs do not share the same characteristics with large 

organizations (Wong & Aspinwall 2004). Knowledge management issues often 

encountered by SMEs are unique and can not necessarily be modeled as scaled-
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down versions of large organizational issues (Sparrow 2001). SMEs have a certain 

unique environment and therefore they face unique challenges (Durst & Edvardsson 

2012; Wong & Aspinwall 2004). Table 1 introduces previous studies that focused on 

the advantages and disadvantages of SMEs in knowledge management and how 

successfully manage knowledge in SMEs. The findings of these studies are further 

presented in the theoretical part of the study. 

 

Managing knowledge has become the most important strategic factor in business 

operations (Nonaka 2007; Davenport & Prusak 1998; Spender 1996) and appears 

to be the key survival weapon for SMEs (Wong & Aspinwall 2004).  The fact that 

thirty-six per cent (36%) of the SMEs perish after three years (Egbu et al. 2005), 

increases the need to researching on success factors for survival more profoundly. 

SMEs are playing a key role within any national economy (Desouza & Awasu 2006). 

99% of the companies operating in Europe are small and medium-sized companies 

(European Commission 2017). SMEs are a vital part of the European economic 

performance with employing approximately two-thirds of the European workforce 

and accounting for a high share of the European GDP (Fink & Ploder 2009). SMEs 

are commonly recognized for their contribution to the employment, economic 

activity, innovation and wealth creation of the nation (Daud, Fadzilah & Yusoff 2010; 

Wong & Aspinwall 2004). According to Wong and Aspinwall (2004) SMEs carry out 

certain important functions to support the growth of a nation. As an example for their 

crucial functions to support the growth of a nation, SMEs provide opportunities for 

individuals, who may be less suitable for employment in large organizations. SMEs 

operate generally in a niche and more specified markets and thus, they contribute 

to the economy by supplementing the diversity of services and goods offered.  

 

Previous studies have shown that SMEs can benefit from implementing knowledge 

management approaches and processes, with regards to innovation, personnel 

development, organizational success, and customer satisfaction (Edvardsson & 

Durst 2013). Studies also highlight a substantial lack of systematically managing 

knowledge within SMEs (McAdam & Reid 2001; Wong & Aspinwall 2005). Given 

the resource limitations on one hand and the prevalence of SMEs on the other, this 

shows that there is a significant need for more research on this topic. The proof of 
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the importance and usefulness of knowledge management would help SME owners 

to make better decisions regarding resource allocation. (Edvardsson & Durst 2013) 

Companies need to start addressing the importance of individual and organizational 

knowledge, regarding the fact that more than one third of the SMEs perish after 

three years. Individual and organizational knowledge plays a significant role in an 

organizations’ survival and gaining of a sustainable competitive advantage in SMEs. 

(Egbu et al. 2005) The aim of this study is to research the state and approaches of 

knowledge management in SMEs operating in Finland. In this way to investigate 

which approaches could be improved to manage knowledge successfully. 

 

1.1. Research context 

 

Sustainable competitive advantage is the essential factor for successfully 

accomplishing corporate strategies and achieving goals in today’s competitive 

business world. Technology and capital are becoming more and more available to 

almost everyone and everywhere. This is forcing organizations to search for sources 

of a sustainable competitive advantage from the inside of such organization. Thus, 

they need to use their own organizational capabilities and knowledge in order to 

devise profitable solutions in a narrow timeframe. (Ashkezar & Aeen 2012; Cricelli 

& Grimaldi 2010; Daud et al. 2010) 

 

Contemporary economy has shifted the most important ingredient of market 

competitiveness from physical and tangible resources to knowledge 

(Valmohammadi 2010). Knowledge and competences are the most important 

conceptions aimed at explaining competitiveness and success of an organization. 

Knowledge management helps to explain why particular organizations achieve 

better performance and a competitive advantage over their counterparts with similar 

functional characteristics. (Drejer 2000) In order to gain an edge over competitors, 

organizations need to efficiently capture knowledge embedded in their personnel’s 

minds and deploy it on activities, processes, operations, products and services 

within the organization. The key focus of managing information has moved to 

managing knowledge. (Valmohammadi 2010)  
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Organizations have started to realize that the ability and capability of their personnel 

is the key to gain excellent performance and a competitive advantage of their 

company (Ashkezar & Aeen 2012). New skills, competencies and knowledge of 

employees have a vital role in the survival, growth and sustainability of an 

organization. It is shown that the diligent application of knowledge management 

positively influences to an organization’s growth in most cases. Rapid growth and 

awareness of knowledge management often appear together in the same 

organizations. It has been found that those organizations, which have adopted more 

intangible assets and whose approaches are more comprehensive, are growing 

faster than those, that have follow less stable and systematic approaches. 

(Salojärvi, Furu & Sveiby 2004)  

 

Knowledge is an irreplaceable resource that can be utilized by SMEs (Wong & 

Aspinwall 2004) since intangible resources are difficult to imitate and therefore 

facilitate sustainable differentiation and a competitive advantage (McEvily & 

Chakravarthy 2002). Knowledge has the greatest ability of all resources to serve as 

a source of sustainable differentiation due to its intangible nature (McEvily & 

Chakravarthy 2002). Knowledge management is predominantly becoming more and 

more vital component in business strategy (Ling 2011; Iyer & Ravindran 2009; 

Grover & Davenport 2001).  

 

In current global and interconnected society, it is becoming increasingly difficult for 

organizations to know where they could find knowledge most valuable for their 

needs (Fink & Ploder 2009). Strategically and systematically managing knowledge 

facilitates to deliver the right knowledge to the right individuals at the right time 

(Valmohammadi 2010). It is a systematic process and through these activities, 

organizations are able to identify, create, and update their knowledge base and to 

deliver innovative products and services to the customer (Valmohammadi 2010; 

Fink & Ploder 2009). Systematically managing knowledge can increase the full use 

of the collective intelligence by sharing and applying organizational knowledge 

(Valmohammadi 2010). If knowledge management approaches and processes are 

managed properly, they may be a powerful ingredient for the success of businesses 

(Davenport & Prusak 1998).  
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Table 1. Summary of the literature review in knowledge management in SMEs  

Authors Year Research focus Method Main findings 

Edvardsson & 
Durst 

2013 
The benefits of 

knowledge management 
in SMEs 

Literature 
review 

SMEs will benefit from knowledge 
management practices. Knowledge 

management facilitates SMEs to 
increase their sales, cost-efficiency, 

productivity, improvement in 
processes. In addition, positive 

outcomes are seen in the 
development of personnel, improved 

customer service, innovation, 
creativity and creating 

knowledge/capability and better 
relationships among stakeholders 

Durst & 
Edvardsson 

2012 
To investigate the 

literature of knowledge 
management in SMEs  

Literature 
review 

Most of the studies have focused on 
large organizations. Three topics 
have been studied the most: 1. 

knowledge management 
implementation, 2. knowledge 

management perception, and 3. 
knowledge transfer 

Daud, Fadzilah 
& Yusoff 

2010 

Do knowledge 
management and social 
capital have influence on 

firm performance 

Quantitative 
(survey) 

There is a direct and an indirect 
connection between social capital, 
knowledge processes and SMEs' 

performance. Social capital is 
especially important in building 

social networks among customers, 
suppliers and industry associations. 

Moreover, knowledge should be 
gained from customer needs and 

market requirements 

Lee & Lan 2010 

Knowledge management 
model for SMEs that have 

positive influence on 
company's effectiveness 

and competiveness. 
Investigate the 

challenges that SMEs 
face while implementing 
knowledge management 
as part of company's key 

competencies 

Quantitative 
(survey) 

There needs to be a clear 
understanding of a company's vision 
and goals, and appropriate culture. 
Moreover, there needs to appear 

trust between employees and 
common platform where the 

knowledge is found 

Ling 2011 

To investigate the 
success factors of 

knowledge management 
in SMEs that facilitate to 

improve their 
performance 

Quantitative 
(survey) 

The most important success factors 
are 1. organizational culture, 2. 
management and leadership, 3. 

employees' participation, 4. ICT and 
organizational infrastructure. The 

processes help companies to create, 
convert, share and utilize 

organizational tacit and explicit 
knowledge 
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Zheng, Yang & 
McLean 

2010 

How knowledge 
management influences 

on organizational 
structure, strategy and 

organizational 
effectiveness 

Quantitative 
(survey) 

Knowledge management is not only 
a management practice, but also a 

central mechanism that benefits 
organization's cultural, structural and 

strategical influence on 
organization’s overall efficiency 

Valmohammadi 2010 

Identifying and prioritizing 
critical success factors of 
knowledge management 

in SMEs 

Quantitative 
(survey)  

Most important are 1. management 
leadership and support, and 2. 

culture. Motivational aids and IT are 
not the most important success 

factor in Iranian SMEs.  

Hutchinson & 
Quintas 

2008 

SMEs' Challenges in 
knowledge management 
and comparing informal 
and formal knowledge 
management in SMEs  

Qualitative 
(interviews) 

Most SMEs manage knowledge 
management informally 

Nunes, 
Annansingh, 
Eaglestone & 

Wakefield 

2006 

The perceptions and 
requirements for 

knowledge management 
in knowledge-intensive 

SMEs 

Qualitative 
(interpretivist) 

Knowledge is managed informally in 
SMEs without proper IT systems  

Desouza & 
Awasu 

2006 
Five peculiarities about 

knowledge management 
practices in SMEs 

Qualitative 
(interviews) 

SMEs need to consider their 
resource constraints while 
implementing knowledge 
management approaches 

Alavi, Kayworth 
& Leidner 

2005 

Investigating the 
influence of 

organizational culture in 
knowledge management 

practices 

Qualitative 
(positivist & 
explanatory) 

SMEs have different knowledge 
management tools in different 

departments, because the culture 
(and cultural values) differs among 

SME's departments. 

Egbu, Hari & 
Renukappa 

2005 

The purpose was to 
examine the impact of 
managing knowledge 

management on 
sustainable competitive 

advantage in SMEs 

Qualitative 
(interviews) 

SMEs need to have appropriate 
strategies, tools and techniques in 

order to apply knowledge 
management successfully 

Sparrow 2005 

Developing knowledge 
management in SMEs 

and approaches already 
implemented in SMEs 

Quantitative 
(survey) 

Knowledge is managed in four ways 
in SMEs: 1. Unengaged, 2. 
comprehensive knowledge 
management practices, 3. 

knowledge ownership oriented and 
4. learning and co-production 

oriented 

Wong & 
Aspinwall 

2005 

Critical success factors in 
SMEs in order to 

successfully manage 
knowledge management 

Quantitative 
(surveys and 

questionnaire) 

Critical success factors are: 1. 
management leadership and 

support, 2. culture, 3. strategy and 
purpose, 4. resources, 5. processes 

and activities, 6. training and 
education, 7. HRM, 8. IT, 9. 

motivational aids, 10. organizational 
infrastructure and 11. Measurement 
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Wong & 
Aspinwall 

2004 

Investigate the 
characteristics of 

knowledge management 
in the environment of 

SMEs 

Literature 
review 

The benefits are seen in the areas of 
1. management and leadership, 2. 

organizational infrastructure, 3. 
culture, 4. processes, systems and 

policies, 5. Human resources 

McAdam & 
Reid 

2001 

The purpose was to 
compare knowledge 

management in SMEs 
and large organizations 

Quantitative 
(survey) and 
qualitative 

(workshops) 

SMEs have less mechanical 
approaches to knowledge 
management than large 

organizations  

 

1.2. Theoretical framework 

 

The study begins with reviewing literature based on knowledge management. The 

theoretical part of the study is focused on secondary data, such as articles, journals 

and books from the field of management, knowledge management and information 

management as the research issue includes these topics The theoretical framework 

for this research is formed based on the literature of the characteristics of SMEs and 

the critical success factors for managing knowledge management in SMEs. The key 

concepts of this study are presented in the theoretical framework (see figure 1). 

 

 

 

 

 

 

 

 

 

 

Figure 1. Theoretical framework 

 

1.3. Definitions 

 

Knowledge – Knowledge builds the basis for a company’s success. It comprises of 

a hierarchical and fine-grained combination of individual competencies. These 

various components of knowledge and competencies are linked to each other in a 

Successful 

knowledge 

management 

SMEs’ characteristics 

Advantages 
Problems and 

challenges 

Critical success factors of 

knowledge management in 

SMEs 



 16 

complex way. This complex combination of a company’s knowledge and 

competencies is constantly in motion, which makes it impossible to perfectly analyze 

the state of knowledge in a company. The basis of individual knowledge is 

information, but bare information does not guarantee skillful work performance. Only 

after information has transformed into visible actions, the information owner can 

utilize the knowledge with his/her skills if he/she is motivated to do so.  Therefore, 

applicable knowledge consists of information, skills and attitude. An individual’s 

previous experiences influence his/her way of analyzing and utilizing knowledge. 

Own beliefs, opinions, attitudes and feelings. The overall base of knowledge of a 

company consists of the contributions to it by each employee and of the knowledge 

defined by company’s strategy. The social processes of a company (that implies 

how employees are in a close relationship with each other), the company’s 

infrastructure, systems and approaches create a frame for the company’s overall 

knowledge. The state of knowledge in a company can have an influence on 

processes and approaches, which supports, creates and forces employees to 

develop their knowledge. (Viitala 2005, 109-135) 

 

Knowledge management – Management is an activity with a purpose and 

acknowledged subject. Knowledge is a fairly new concept as the subject of 

management’s focus since knowledge management is still not fully established. 

Managing knowledge strengthens and ensures the performance and 

competitiveness of a company by allowing the most effective deployment of its 

knowledge base. The purpose of knowledge management is to nurture and develop 

the knowledge base on every level. Knowledge management consists on these 

intentional activities that help create, nurture, develop and renew this kind of 

knowledge that a company’s strategy requires. Knowledge management is a multi-

level and complex phenomenon, which is constantly in motion and can only be 

described by simplifying it. As simplified, knowledge management consists of a 

company’s strategic elements, its infrastructure, the personnel’s individual 

knowledge and processes for measuring and developing knowledge. (Viitala 2005, 

11-19) 
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SME – Small and medium-sized enterprises (SMEs) represent 99 % of all 

businesses in the European Union. SMEs are determined by their staff headcount 

and turnover or balance sheet total. According to European commission (2017) 

SMEs are divided into three categories; micro, small and medium-sized companies. 

Micro companies are employing less than 10 employees and their turnover is less 

than 2 million euros or their balance sheet total is less than 2 million euros. Small 

companies employ between 10 and 50 employees and generate turnover of less 

than 10 million euros or show a balance sheet total of less than 10 million euros. 

Medium-sized companies employ more than 50 employees, but less than 250 and 

their turnover is less than 50 million euros or their balance sheet total is less than 

43 million euros. (European Commission 2017) 

 

1.4. Research problem and objectives of the study 

 

The success of an organization is believed to be dependent mostly on the 

company’s abilities to manage their knowledge. Such organizations that manage 

their knowledge as the most important asset are achieving the ability to innovate 

continuously, implement emerging technologies, develop new products, services 

and processes, adapt the needs of market and manage their employees’ 

performance and motivation better. These organizations are also recognized to gain 

significant competitive advantages over their competitors and to be more successful 

in the long-term. It is very important to manage knowledge systematically and 

properly. Unfortunately, SMEs do not often see the need to implement knowledge 

management processes or they simply do not know which approaches and activities 

are the most important to successfully achieve the benefits and positive outcomes 

of knowledge management. (Edvardsson & Durst 2013; Daud et al. 2010; Desouza 

& Awasu 2006; Gangani 2006; Wong & Aspinwall 2004) 

 

SMEs are an important part of national economies (Fink & Ploder 2009) and play a 

key role in employment, economic activity, innovation and wealth creation of the 

nation (Daud et al. 2010). Successfully implementing knowledge management is a 

critical success factor for any SME. There is a strong need to increase the 
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awareness of the importance of knowledge management processes and how to 

manage these activities.  

 

It is important to understand the social context in which the SME emerge (Alavi, 

Kayworth & Leidner 2005), because knowledge management is deeply influenced 

by its surroundings and contexts (Wand & Ahmed 2003). There is only a certain 

amount of literature on knowledge management in Finnish companies and even less 

on knowledge management in Finnish SMEs. Previous studies on this topic have 

focused on e.g. knowledge management’s influence on growth (Salojärvi et al. 

2005), on knowledge creation and management in innovation networks and on 

certain industries, like the Finnish food industry (Brännback & Wiklund 2001). There 

exists a research gap in research of successful knowledge management 

approaches in Finnish corporate environment and context. Moreover, there is a lack 

of studies with a statistical population large enough to obtain wider understanding 

of this issue. Thus, the aim of this study is to examine the current state of knowledge 

management approaches and processes in the context of Finnish SMEs and 

increase the understanding of this special business environment.  

 

Even though knowledge management has gained positive attention, interest and 

trust over the past ten years, organizations are still facing uncertainty and ignorance 

what kind of value knowledge management approaches and processes will 

generate for them concretely. Moreover, they are uncertain about what activities 

and processes they should implement to gain positive outcomes and benefits. The 

purpose of this study is to find out which processes and approaches need more 

attention to obtain for successful knowledge management in Finnish SMEs and this 

thesis aims to answer the following research problem: 

 

Which knowledge management success factors are managed in Finnish SMEs and 

which are being left with less attention?  

 

The study examines both CEOs’ and HR correspondents’ perspectives on what is 

the state of knowledge management approaches in their companies. The research 

problem can be divided into following research questions: 
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1. Which approaches are managed well and which approaches are managed 

poorly in Finnish SMEs? 

 

2. Do CEOs and HR correspondents have similar perspectives on the state or 

do they differ from each other? How do they differ compared to each other? 

 

1.5. Research methodology and data of the study 

 

The purpose of this study is to find out which knowledge management approaches 

are applied in Finnish SMEs and which are left with less attention. Qualitative 

research methods are chosen for conducting this study and semi-structured 

interviews are chosen as the data collection method. The data will be analyzed by 

a quantifying method to get an overall picture of knowledge management 

approaches in Finnish SMES and open questions. The discussion enables the 

interviewer to get a deeper understanding of the reasons behind the knowledge 

management approaches chosen. 

 

1.6. Delimitations 

 

This section describes delimitations of the scope of this research. The aim of this 

study is to gain an increased understanding of the current state of knowledge 

management in Finnish SMEs and to provide managerial implications for 

successfully implementing knowledge management. This study is confined to 

Finland with a focus on SMEs. 

 

One of the delimitations is that this study has been conducted only the context of 

Finland in a corporate culture specific for Finland and other Nordic countries. These 

results can be generalized only in cultures and organizations with similar 

characteristics. Thus, the results of these studies cannot be generalized in all 

countries, because of the differentiating norms, values and expectations in cultures.  

 

Another delimitation is the differences among SMEs. The personnel number may 

vary from 30 to 300 between these SMEs and that may influence on how they are 
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managing knowledge management processes. Even though large and micro 

organizations are not included in this study, findings of this study should still be 

considered with taking into account the size of a SME.  

 

A further delimitation is related to the selection of methodology. By using the semi-

structured interview method for data collection. In order to understand the 

phenomenon of knowledge management in certain organization, this method may 

not get deep enough understanding. 

 

1.7. The structure of the thesis 

 

The research design is illustrated below, in table 2. The thesis consists of two main 

sections, the theoretical part (chapters 2 and 3) and the empirical part (chapters 5 

and 6). The structure of the thesis is the following. The first chapter provides an 

overview of the research gap and background of this study. Chapters two and three 

introduce extensively the subject of knowledge management in SMEs and which 

approaches and processes facilitate SMEs to implement knowledge management 

programs successfully. After the theoretical part, chapter four presents the 

methodology chosen to conduct this study and how the data is collected. Chapter 

five presents the results and in chapter six the discussion is introduced. Finally, a 

summary of the findings and practical contributions of the research as well as 

limitations and directions for future research are presented in chapter seven.  
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Table 2. Structure of the thesis 

The number and 

the name of the 

chapter 

Content 

1. Introduction 
Background of the research, context, definitions, research problem 

and objectives of the study, methodology and data, delimitations  

2. Knowledge 

management in 

SMEs 

Outcomes and benefits from knowledge management programs, 

SMEs' advantages, key problems and challenges in implementing 

knowledge management 

3. Successful 

knowledge 

management in 

SMEs 

Approaches and processes that need to be implemented and 

improved in order to successfully apply knowledge management 

program 

4. Research 

methodology and 

data 

Qualitative research, semi-structured interviews for data collection 

and quantifying method for analyzing the data, data collection, 

reliability and validity of the study 

5. Results 

Observing different approaches and processes in Finnish SMEs that 

have a positive influence on adopting knowledge management 

program successfully 

6. Analysis and 

discussion 

Presenting approaches and processes that are managed either well 

or poorly in Finnish SMEs. Introducing the difference between 

CEOs' and HR correspondents' perspectives 

7. Conclusions 
Summary of the findings, discussion of the conclusions, limitations, 

and further research questions 
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2. KNOWLEDGE MANAGEMENT IN SMES  

 

Before evaluating the state of knowledge management approaches in Finnish 

SMEs, it is crucial to first focus on the factors that foster the implementation of 

successful knowledge management. In order to find the critical success factors of 

knowledge management in SMEs, findings from previous studies are presented in 

the following chapters.  

  

2.1. Potential outcomes and benefits SMEs could gain from knowledge 

management approaches 

 

Including systematic knowledge management program as a part of organizations’ 

business strategies has become the emerging agenda. Due to the lack of resources 

and budget constraints, many SMEs fail to recognize the potential benefits of 

knowledge management. (Lee & Lan 2011) Through knowledge management 

processes, an organization is able to generate and acquire new knowledge and 

utilize it to improve the use of its goods, services and processes (Daud et al. 2010). 

Moreover, it has been found that organizations, who have adopted and implemented 

knowledge management activities as part of their business processes and activities 

are without doubt reaping ongoing benefits of what knowledge management has to 

offer (Ling 2011). 

 

Skyrme and Amidon (1997) demonstrated that organizations which are successful 

in leveraging knowledge, have the potential to improve their development and 

innovation, lower their costs, strengthen employee relations, customer focus and 

obtain a competitive advantage. Furthermore, Edvardsson and Durst (2013) 

demonstrated positive outcomes in employee development, customer satisfaction 

and organizational success as possible benefits from knowledge management 

processes and activities in a SME. Desouza and Awasu (2006) suggest that by 

successfully leveraging knowledge management processes, organizations have the 

potential to witness new innovations, increased efficiency in operations, improved 

levels of customer relations and an ability to have foresight on patterns and trends 

occurring in the marketplace. Gangani (2006) found that besides the benefits 



 23 

mentioned above, entities have the potential to improve their human resource 

performance, perform individual and organizational analysis, deploy human capital 

more effectively, enhance developmental planning processes and develop more 

efficient hiring practices and retention. 

 

2.2. Characteristics of knowledge management in SMEs 

 

When it comes to implementing knowledge management approaches, SMEs are 

facing both, specific advantages and disadvantages (see figure 2) (Wong & 

Aspinwall 2004). In the next subsections, we will introduce SMEs’ advantages and 

disadvantages, which should be taken into consideration when implementing 

suitable knowledge management approaches. 

 

2.2.1. SMEs’ advantages 

 

SMEs have various advantages compared to large organizations when it comes to 

implementing knowledge management (Wong & Aspinwall 2004). They are typically 

less bureaucratic and less hierarchical than large organizations and they do not use 

complex management systems (Wong & Aspinwall 2004; McAdam and Reid 2001). 

Moreover, SMEs’ internal structures are less complex and flatter (Wee & Chua 

2013; Wong & Aspinwall 2004) since their operations are usually more simple. This 

makes SMEs more adaptable than large organizations, because their organizational 

structures help them to facilitate change initiatives across the organization. This is 

due to the fact that their functional integration can easier adapt to both horizontally 

and vertically structures, as a result fewer complications occur that need to be 

encountered. (Wong & Aspinwall 2004) SMEs’ are also more adaptable for changes 

with their processes being more flexible by default and with their personnel and 

systems being in the focus of change management (Ghobadian & Gallear 1997). 

 

SMEs’ top management operates more closely to the operational level and thus 

have an overall picture of knowledge related issues within the organization (Wong 

& Aspinwall 2004). The decision-making chain is shorter in SMEs due to generally 

fewer layers of management and decision makers (Ghobadian & Gallear 1997). 
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Managers have a control over every aspect of their business operations and 

therefore the control over the whole business lies solely in their hands. This leads 

to decision making generally centralized mostly on owner-managers. Furthermore, 

owners are often the ones responsible for charting the organizations’ strategic 

directions (Wee & Chua 2013) which can also be exploited in implementing 

knowledge management. Shorter decision-making chain and control over business 

puts the manager in an advantageous position in announcing the need for 

implementing knowledge management approaches in organizations (Wong & 

Aspinwall 2004). 

 

In SMEs, the communication lines between top management and staff are often 

direct and shorter than in large organizations. This facilitates a faster deliberation 

on knowledge management within organization and helps to apply strategic plans 

more efficiently and faster. (Wong & Aspinwall 2004) This kind of business 

environment also enables owner-managers and their employees to work more 

collaborative together and take an advantage a work setting that allows every 

member of the staff, together with management or executives, to move in one 

concerted direction towards the common goal (Wee & Chua 2013). Additionally, in 

SMEs all members of the staff are in close relationship with each other. Thus, the 

personnel are in a close contact and communication with one another on a daily 

basis. Even if the conversations are not business related at-hand, communication 

helps to build a trustful and open environment and culture in which knowledge 

sharing becomes more efficient. (Desouza & Awazu 2006) SMEs’ trustful and 

friendly environment promotes knowledge sharing (Wee & Chua 2013). 

 

Compared to large organizations, SMEs’ culture tends to be more fluid and organic 

(Ghobadian & Gallear 1997). That kind of culture facilitates to achieve cultural 

changes (Wong & Aspinwall 2004). In order to create an environment that 

encourages for creating, sharing and applying knowledge, the staffs’ close 

collaboration with top management appears as a great opportunity to set good 

examples and to act as a role models by showing desired values and behaviors. 

(Ghobadian & Gallear 1997) 
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There is an advantage for SMEs’ in having only small number of personnel. Often 

these employees are sharing the same values and beliefs that underlie their actions 

and behavior. For example, with a corporate and collective mindset, the personnel 

may understand the reasons and benefits behind the need to implement knowledge 

management approaches. (Wong & Aspinwall 2004) Shared experiences, beliefs 

and meanings combined with collective consciousness have an influence on 

organizational learning and on the ability to change which again has a positive 

impact on the SME’s competitive advantage. (Chouke & Armstrong 1998) 

 

Close relationships between employees and top management sets SMEs in an 

advantageous position in other aspects as well. SMEs tend to not have 

communication problems in knowledge sharing which results in formal knowledge 

sharing initiatives to be found less likely within SMEs. (Hutchinson & Quintas 2008) 

SMEs usually have less knowledge assets to manage and the process of organizing 

and maintaining knowledge may be less complex for them. In SMEs, employees 

know their colleagues’ expertise very well and are able to use this information in 

case of a need for certain information. Therefore, SMEs have an advantage over 

larger organizations in collaboration among employees and it is easier to organize 

knowledge management efforts. (Wong & Aspinwall 2004)  

 

Due to the SMEs’ lack of capacities and abilities regarding knowledge, they search 

alternatives from external sources to develop their capabilities (Wong & Aspinwall 

2004). Both managers and employees have often direct and close contact with the 

customers which puts them in an advantageous position when it comes to acquiring 

customers’ knowledge in SMEs (Wong & Aspinwall 2004; Haksever 1996). Direct 

and fast flow of knowledge about customers facilitates employees to exploit their 

received information about competitors’ behavior and actions, innovations and 

market trends (Wong & Aspinwall 2004). 

 

2.2.2. SMEs’ key problems and challenges 

 

In a knowledge-intensive economy, the effective and systematic management of 

information and knowledge is one of the main challenges faced by SMEs (Durst & 
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Edvardsson 2012). In order to stay competitive, SMEs need suitable, appropriate 

and up-to-date knowledge (Nunes et al. 2006). Resource constraints are probably 

the most severe challenges faced by SMEs and they need to be innovative and 

clever in working around these resource scarcities to manage knowledge (Desouza 

& Awazu 2006). There is an essential need for SMEs to find ways to properly 

manage knowledge since they are confronted with limited resources and lack the 

possibilities in order to exploit the full potential of their knowledge stock (Durst & 

Wilhelm 2012). 

 

Compared to large companies, SMEs often operate in an environment of high 

pressure and pervasive risk (Lambe 2002). They are generally encountering 

uncertainty and ambiguity when adopting and implementing knowledge 

management processes (Lee & Lan 2011). An uncertain environment and external 

pressure pose significant challenges for SMEs. Resource constraints and an 

uncertain business environment impedes concentrating on the organization’s 

effectiveness and internal efficiency. In other words, SMEs have less control over 

their immediate environment and mostly focus on core business processes, 

maintaining turnovers, short-term benefits and seeking for new opportunities. (Egbu 

et al. 2005; Wiklund & Shepherd 2003) 

 

SMEs need to be innovative in order to survive because they are often not able to 

afford to invest in new products, services or ideas that only realize value for the 

company after a long maturation period (Wee & Chua 2013). Generally, a short-

term management is the norm in SMEs (Wong & Aspinwall 2004) and owner-

managers are often not willing to invest a relatively high effort on long-term goals. 

They tend to ignore long-term investments especially when they have difficulties 

measuring the outcomes and added value (Egbu et al. 2005). 

 

SMEs face various unique challenges in knowledge management implementation, 

which appear particularly from owner-managers not recognize the benefits of 

knowledge management development. Even though owner-managers seem to 

acknowledge that adequately managing knowledge could lead to greater 

productivity and innovation, they still seem to not adopt or implement any knowledge 
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management approaches in the company’s everyday business activities. (Egbu et 

al. 2005) This is likely because most owner-managers of SMEs have a lack of 

competence and managerial skills needed for implementing knowledge 

management (Wong & Aspinwall 2004; Haksever 1996). Owner-managers seem to 

lack the ability of recognizing and acknowledging the need for knowledge 

management (Egbu et al. 2005).  Furthermore, it seems that they do not fully 

understand the concept of knowledge management (Wong & Aspinwall 2004). Their 

lack of skills and competences concerning knowledge management may impede 

them to fully understand the benefits of knowledge management approaches and 

what capabilities are required for its successful implementation (Wong & Aspinwall 

2004). 

 

SMEs are less hierarchical and their decision-making is centralized solely at the 

manager level. Therefore, the manager’s personality, skills, behavior, and attitudes 

have a significant influence on the organization’s strategy. (Egbu et al. 2005) In the 

environment of SMEs, it is common that e.g. the processes of decision-making and 

business planning are limited to solely one person (Culkin & Smith 2000). The 

owner-manager is generally the main source and creator of knowledge and 

therefore, he/she is mostly the only driver of the knowledge management 

processes. Furthermore, enabling knowledge creation process depends solely on 

the characteristics of the owner-manager. This process is dependent on his/her 

creativity, innovativeness, and ability to obtain knowledge. (Wee & Chua 2013) 

Thus, the success or failure of the SME depends mostly on the owner manager's 

knowledge, innovativeness and leadership skills (Achanga, Shehab, Roy & Nelder 

2006). 

 

Some scholars have suggested that the weight of knowledge management 

processes seems to rest largely on the owner and not the employees in SMEs 

(Desouza & Awazu 2006; Wong & Aspinwall 2004; Zhang & Sundaresan 2010). 

Owner-managers have the control over almost every aspect of the business and 

this fact may pose challenges in building an appropriate culture for knowledge 

management. Mostly because the decision-making is centralized and influenced 

solely by the owner-manager, the SME’s culture is also shaped by their owners-
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managers’ personality and outlook, since he/she has a strong influence on their 

company. An obstacle will arise if the owner is not committed to implementing new 

initiatives or if he/she is dictatorial. (Yusof & Aspinwall 2000) An owner-manager 

with a personality that controls every aspect of the business, hoards knowledge, 

suffers from mistakes and discredits trust, may hinder the building of a knowledge-

friendly culture and collaborative environment. Thus, the owner-manager may 

become the greatest obstacle in the implementation of knowledge management. 

(Wong & Aspinwall 2004)  

 

SMEs show weaknesses also in terms of learning (Wong & Aspinwall 2004). They 

tend to implement short-termed and unstructured organizational learning. Owner-

managers are trying to prevent the knowledge outflow and thus, often block the 

knowledge sharing also within the company. (Hutchinson & Quintas 2008; McAdam 

& Reid 2001; Beijerse 2000; Matlay 2000) Especially in SMEs, owner-managers 

tend to be the sole beneficiary of the learning processes (Wong & Aspinwall 2004). 

In that kind of environment, employees do not have the opportunity to question the 

assumptions made by the owner-manager (Wee & Chua 2013). Owner-managers 

often involve mostly themselves with the daily operations of their firms and that 

yields a significant share of learning and development at owner level, but not at the 

employee’s level (Matlay 2000). If the organization is aiming to create a culture 

which promotes knowledge sharing, there is a need for organizational learning to be 

in place at all levels and functions (Wong & Aspinwall 2004). 

 

The main reasons for not implementing knowledge management successfully in 

SMEs, is the absence of formal approaches of organizing, creating, sharing, 

recording, transferring and exploiting inter-company knowledge (Hutchinson & 

Quintas 2008; McAdam & Reid 2001; Matlay 2000). Formal procedures may enable 

knowledge management programs to work efficiently. If SMEs do not have a system 

to collect and record knowledge, they are in a danger of losing valuable knowledge 

when, for instance, a key employee leaves the company. (Wong & Aspinwall 2004) 

There are missing formal and systematic knowledge management approaches both 

at strategical and operational levels of SMEs. There seems to be only a little 

systematic use of more sophisticated formal methods available in SMEs (McAdam 
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& Reid 2001), instead they seem to apply various informal knowledge management 

tools at the operational level (Hutchinson & Quintas 2008; Nunes et al. 2006; 

Beijerse 2000; Ghobadian & Gallear 1997). SMEs tend to believe that there is no 

need for a formal system for knowledge documentation, because their employees 

are busy with their everyday operations (Hutchinson & Quintas 2008). 

 

SMEs’ communication culture is often informal and verbal (Wong & Aspinwall 2004; 

Dalley & Hamilton 2000). SMEs’ operations and processes are managed without 

any formal policies or rules and therefore they lack standardization and formalization 

in their daily operations (Ghobadian & Gallear 1997). The informal communication 

culture in SMES lets knowledge pass mostly through informal networks, without any 

associated documentation and records (Huggings & Weir 2012; Daud et al. 2010; 

Hutchinson & Quintas 2008; Egbu et al. 2005; Wong & Aspinwall 2004). 

 

Another weakness SMEs often confront is the management of information systems 

development. Mostly because of their resource constraints, SMEs seem to lack 

available or suitable information technologies and especially are neglecting to 

incorporate information systems as part of their knowledge management 

approaches and activities. They rarely use information technology systems that are 

purposely designed for SMEs’ use. (Nunes et al. 2006) Mostly this is due to the 

reason that SMEs have limited knowledge about technology, computers and 

information systems (Jeffocate 2000). SMEs should address this issue more 

because information technology has a positive impact for adopting new suitable IT 

systems to support knowledge management processes and activities (Buonanno, 

Faverio, Pigni, Ravarinin, Sciuto & Tagliavini 2005). 

 

SMEs have a greater risk of suffering from knowledge leakage (Droege & Hoobler 

2003; Hofer & Charan 1984), because they have fewer resources in place in order 

to maintain knowledge repositories (Daud et al. 2010). Their business operations 

require close attention (Hofer & Charan 1984) and their lack of expertise and 

resources often causes the situation in which most of their company’s knowledge is 

kept in the minds of the owner and few key employees (Daud et al. 2010; Wong & 

Aspinwall 2004). The smaller the firm, the more vulnerable it is to knowledge loss 
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through the exit of one employee. Since in SMEs one member holds a great 

proportion of the company’s overall human and relational capital, and is therefore 

more valuable for the company. (Huggings & Weir 2012) This is very important for 

SMEs because they seem to be more sensitive to problems of retaining knowledge, 

especially when the company is dealing with a high staff turnover. Therefore, 

knowledge must be managed appropriately and systematically. Knowledge 

management processes may be heavy of in terms of costs, but if knowledge is not 

managed appropriately in SMEs, the consequences can make the company 

vulnerable to knowledge leakage. This again will have a negative impact on 

competitiveness, productivity and efficiency. (Nunes et al. 2006)  

 

To stop the knowledge leakage, valuable knowledge should be known to all 

members of the company and in this matter, common knowledge helps SMEs to 

manage and prevent knowledge loss. Common knowledge is described as a 

knowledge that is known to all members of an organization. (Desouza & Awazu 

2006) If an organization is successfully managing organizational knowledge, there 

will be no loss of knowledge whenever a member of personnel leaves the 

organization. It seems that SMEs’ common knowledge is not common among all 

members. In SMEs, common knowledge appears only from the overlapping 

responsibilities of the employees. (Wee & Chua 2013) Managing and promoting 

common knowledge in SMEs has a positive influence on preventing knowledge 

leakage, and encouraging innovation and creativity (Simonin 1999) and thus, this 

issue needs to be addressed more while implementing knowledge management 

approaches.  

 

A SMEs’ financial constraints hinder the possible development and implementation 

of measures to develop the selection and education of successors (Hofer & Charan 

1984). Unless employees’ knowledge is captured, codified and shared, employees 

will take the knowledge with them when they leave the company. When an 

employee leaves the company, the successor has to learn everything from the start. 

Furthermore, this means that the successor has to reinvent the same knowledge 

that has left the company with the employee. This, on the other hand, influences 

negatively on company’s performance and efficiency. (Wong & Aspinwall 2004) 
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Especially in SMEs, employees tend to be greedy for knowledge and information. 

Moreover, they tend to be unwilling to share it with others. By sharing their 

knowledge could influence their importance and position. Employees tend to limit 

knowledge sharing for fear of losing control over their importance. (Wong & 

Aspinwall 2004) For leveraging benefits from successful knowledge management, 

organizations must create a suitable environment for encouraging knowledge 

sharing. If companies want their employees to share their knowledge, they need to 

create conditions in which an individual profits from sharing knowledge. (Salopek 

2000) 

 

 

Figure 2. SMEs’ advantages and challenges (based on the studies of Wee & Chua 

2013; Durst & Evardsson 2012; Durst & Wilhelm 2012; Lee & Lan 2011; Hutchinson 

& Quintas 2008; Desouza & Awasu 2006; Nunes et al. 2006; Wong & Aspinwall 

2004; Lambe 2002; McAdam & Reid 2001; Chouke & Armstrong 1998; Ghobadian 

& Gallear 1997; Haksever 1996)  
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3. SUCCESSFUL KNOWLEDGE MANAGEMENT IN SMEs 

 

An organization’s success depends on its ability to create, develop and utilize 

knowledge-based assets (Hill, Nancarrow & Wright 2002). Organizations that 

consistently and constantly create new knowledge, disseminate it throughout the 

organization and utilize it to its products, processes, technologies and services, tend 

to be more successful (Wee & Chua 2013). SMEs’ success is dependent rather on 

their owner’s skills, experience, and knowledge than on physical and financial 

capital (Man et al. 2002). SME should have rare, inimitable and valuable resources 

and an appropriate organization in order to fully exploit its business potential 

(Barney 1991). 

 

Often a company’s knowledge-based assets are likely to be underutilized unless the 

company is willing to fully understand and keenly pursue the value from knowledge 

management (Wiklund & Shepherd 2003). One of the SMEs’ key issues is how to 

implement knowledge management (Valmohammadi 2010). Many SMEs are 

attempting to initiate adopting knowledge management processes, but they seem 

to be unsure, which approach would be the most suitable for their company’s needs 

(Hutchinson & Quintas 2008; Moffett et al. 2002). Even though SMEs share plenty 

of similar characteristics, they are difficult to compare to each other. Therefore, it is 

almost impossible to find one single knowledge management approach suitable for 

all SMEs. (Durst & Edvardsson 2012) Many studies have focused on the successful 

implementation and development of knowledge management processes and 

practices in SMEs (Chan & Chao 2008; Wong 2005). In order for knowledge 

management to be successfully implemented, SMEs need to nurture their existing 

processes or develop suitable activities if they are still not in place (Valmohammadi 

2010). It is important for companies to understand the key factors, which will make 

knowledge management adoption and implementation successful (Wong & 

Aspinwall 2005). 

 

Even though the topic and issue have been an interesting subject for practitioners 

and academics for a while now, there are still missing proper knowledge 

management theories, which are empirically tested, confirmed and widely supported 
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by practitioners and academics. Instead, there are several perspectives on 

knowledge management models, which can be exploited and used by companies. 

Typically, companies evaluate and analyze their company’s state of knowledge by 

the so-called subtraction principle. This means that the company tries to identify the 

biggest knowledge gaps. After these gaps are found, companies start to fulfill them 

with different development actions. This approach seems practical and efficient, but 

it is criticized for being too general, because this approach only focuses on the 

weaknesses and not on strengths. Evaluating the state of knowledge is offering the 

overall frame of knowledge with its strengths and weaknesses, which can be utilized 

in various different ways. Moreover, it will draw the frame for further development, 

bases for recruitment and succession planning and sometimes even for changing 

the direction of company’s strategy. Without analyzing and understanding the 

company’s state of knowledge, there is no base for developing it. (Viitala 2005, 9-

16) 

 

SMEs have little control over environmental and external factors and thus they 

should concentrate on their internal factors to allow for a successful knowledge 

management implementation (Valmohammadi 2010). Long-term success from 

applying knowledge management approaches requires changes in the core 

operations and aspects of the business. Changes need to take place in the 

company’s business strategy, business operations, culture, and behavior. (Grover 

& Davenport 2001)  

 

Successful and efficient knowledge management depends on its adequate contexts 

(Wand & Ahmed, 2003). A company’s social context is one of the biggest factors 

that influence on the implementation of knowledge management (Alavi et al. 2005). 

The ideal context for successful organizational knowledge management depends 

on the environment and social relationships, SME’s structures and its managerial 

policies (Lustri, Miura & Takahashi 2007). Furthermore, knowledge management 

processes are significantly influenced by various organizational norms, social 

interactions among individuals and the social settings in which they emerge (Alavi 

et al. 2005). To fully understand knowledge management and the ways individuals 



 34 

learn in their social context and behave in organizations, one must understand the 

channel, source, and recipient of knowledge (Sussman & Siegal 2003). 

 

According to Liebowitz (1999), there are six components that have significant 

influence on implementing successfully knowledge management approaches in 

SMEs. He addresses the importance of suitable knowledge strategy supported by 

top management, incentives to share knowledge and supportive culture, knowledge 

management infrastructure. He describes the tasks of the chief of knowledge officer, 

appropriate tools for managing knowledge, knowledge repositories and ontologies. 

Based on the literature review, Wong & Aspinwall (2005), propose eleven critical 

success factors to form the basis for successful knowledge management 

implementation in the SME sector. These factors are leadership and support, 

culture, information technology, strategy and purpose, measurement, organizational 

infrastructure, processes and activities, motivational aids, resources, training and 

education, and human resource management. According to their study, SMEs’ three 

most critical success factors are senior management support and leadership, a 

knowledge-friendly culture and a clear strategy for managing knowledge. In 

conjunction with Wong and Aspinwall’s (2005) study, Valmohammadi (2010) states 

that leadership and support and organizational culture are the two most critical 

factors for implementing successfully knowledge management processes. Even 

though these two studies are carried out in different contexts, cultures and 

geographical locations, the two most important factors tend to be the same. This 

might be due to the fact that both, culture and leadership and support are the two 

most important factors that define the basis for successfully managing other 

knowledge management approaches. The least critical factors and bottom three 

factors, according to Aspinwall and Wong’s (2005) study are information technology, 

incentives manage knowledge proactively and measuring the effectiveness of 

knowledge management.  

 

In the next subsections, Wong and Aspinwall’s (2005) critical success factors (see 

figure 3) will be introduced in order to get deeper understanding what these factors 

embody. Furthermore, these eleven factors will be reinforced with other authors’ 
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findings from the previous studies on the success factors of knowledge 

management in SMEs.  

 

Figure 3. Successful knowledge management in SMEs (based on Wong and 

Aspinwall 2005) 

 

3.1. Management leadership and support 

 

Successful knowledge management, like any other management program, requires 

proactive leadership, support and commitment from an organization’s top 

management. Leadership commitment is vital and seen to be the most critical factor 

for implementing successfully knowledge management in SMEs, and therefore it 

should be addressed first. (Valmohammadi 2010; Egbu et al. 2005; Yang & Wan 
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2004; Horak 2000) It is management’s responsibility to make sure that the company 

has adopted required processes, which enable the company to tackle the future in 

order to stay competitive in an uncertain and strained economic position (Durst & 

Wilhelm 2012). It is difficult to control knowledge processes in SMEs and thus, 

knowledge management approaches must involve management practices, that will 

promote the processes of creating, sharing, utilizing and applying knowledge (Lustri 

et al. 2007). 

 

It is essential that the top management provides constant support and commitment 

to sustain the knowledge management implementation (Wong & Aspinwall 2005). 

For the promotion of knowledge management processes, top management would 

have to remove all obstacles that hinder the development and implementation of the 

knowledge management processes (Yang & Wan 2004). Top management and 

managers are also responsible for setting the guidelines for creating a supportive 

and collaborative environment in which knowledge creation and cross-functional 

learning can prosper (Wong & Aspinwall 2005). Top management needs to accept 

some tolerance of mistakes to promote a suitable environment for knowledge 

creation and sharing (Wee & Chua 2013). 

 

Superiors and managers are also playing an important role in acting as role models 

for their employees to show an example for desired behavior in knowledge 

management (Ling 2011). In order to promote a common corporate mindset, top 

management has to create conditions for sharing knowledge and the collaboration 

among employees across every function of the organization (Valmohammadi 2010). 

Setting an example for employees is also important in order to understand the 

expected behavior for their own possible career path. Employees mostly follow their 

superiors’ behavior to progress their career to a next level or to a different functional 

area. (Hollenbeck, McCall & Silzer 2006) 

 

Lack of vision and understanding about knowledge management implementation is 

considered to be a substantial barrier for growth and owner-managers do not often 

see beyond their own existing experience (Egbu et al. 2005). SMEs’ owners often 

have started from the bottom and worked upwards through hard work, and therefore 
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they are often strongly influenced by their own experience and opinions. They tend 

to see knowledge derived solely from the theory to be impractical and it is often 

belittled by them. (Dalley & Hamilton 2000) 

 

3.2. Culture 

 

Some studies propose that a company’s culture is the most significant value for the 

knowledge management implementation. An appropriate culture fosters sharing 

knowledge and collaboration among employees (Nakra 2000). Knowledge 

management approaches need to focus on creating a knowledge-friendly 

environment as this kind of environment has the strongest positive influence on 

implementing knowledge management activities and processes. Culture has the 

strongest positive impact on knowledge management processes compared to other 

factors. (Zheng, Yang & McLean 2010) The success of knowledge management 

implementation is dependent of building appropriate and knowledge-friendly culture 

by 90 per cent (Liebowitz 1999). One of the reasons for this is that culture 

determines norms, beliefs, and values regarding knowledge management 

approaches (Zheng et al. 2010). 

 

A knowledge-friendly and collaborative culture enables SMEs to fully exploit the 

benefits and advantages from knowledge management processes, which will 

furthermore lead to an increased business performance and a competitive 

advantage (Ling 2011; Wong 2005). An appropriate culture will inevitably encourage 

the level of teamwork, openness to new ideas and sharing of knowledge amongst 

employees (Goffee & Jones 1996). In order to develop the desired organizational 

culture, top management needs to start by promoting knowledge management and 

its importance (Yang & Wan 2004). 

 

An appropriate organizational culture has a positive impact on implementing 

knowledge management successfully as well as on organizational performance and 

effectiveness. In other words, the way knowledge is managed in SME is largely 

related to cultural values and how these are adopted and translated into bringing 

value to the organization. (Zheng et al. 2010) Different types of values will lead to 
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different types of knowledge management behaviors. Values such as openness, 

trust, and sharing will lead to positive knowledge management behaviors, which will 

further lead to organization’s efficiencies and innovation. On the other hand, 

restrictive and unsupportive values will lead to undesirable outcomes such as 

inefficiencies. (Alavi et al. 2005) 

 

Past studies have identified SME’s flat structure, open and friendly culture, 

environment of high levels of trust, social interaction and collaboration as factors, 

which encourage individuals for sharing their knowledge (Hamdam & Damirchi 

2011; Wong & Aspinwall 2005; Politis 2003). In an ideal organizational culture for 

knowledge management individuals are constantly and continuously creating and 

sharing knowledge. Knowledge sharing among employees is as important as the 

constant and continuous learning of each. Ideally they are able to apply their 

knowledge in their daily operations and by doing so enhance their job performance, 

disseminate throughout the organization their know-how, and store it in the 

knowledge repository. (Yang & Wan 2004) Furthermore, individual’s freedom to 

express criticism has been found to encourage the knowledge sharing development 

process (Alavi et al. 2005). 

 

Collaboration among all the members of the staff and social networks foster 

knowledge-friendly culture. Social interactions, for instance, facilitate employees to 

gather irregular resources and information from scattered locations within an 

organization. Social activities will also enhance storing both, individual and 

organizational knowledge more effectively. (Yang & Wan 2004) These social 

interactions and activities in SMEs include dialogues, informal gatherings, collective 

reflections, social events, networks and mentoring programs (Ingram, Biermann, 

Cannon, Neil & Waddle 2000). The dialogue is recommended to be based on 

various forms of collaboration and communication, such as words and illustrations. 

Using different forms of dialogues will increase the likelihood to turn tacit knowledge 

into explicit knowledge. (Nonaka 1994)  

 

It is still argued that adopting these social forms of communication do not guarantee 

that these activities will foster employees to share and transfer their knowledge 
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(Wong & Aspinwall 2005). Moreover, sharing and transferring need the existence of 

a trusting relationship between individuals (Hislop 2009) and time (Durst & 

Edvardsson 2012). Besides different forms of communication, one should also 

consider the environment for the collaboration and communication. It has been 

shown that physical and open workspaces encourage employees to be aware of 

each other’s responsibilities and roles, and thus support their personal relationship 

development and knowledge sharing as a result. (Wee & Chua 2013) 

 

Sometimes organizations tend to neglect that people are the source of knowledge 

and not technologies (Nakra 2000). In the presence of positive personal 

relationships, it is easier for SMEs to achieve the required knowledge-friendly 

culture (Yang & Wan 2004). Improved social collaboration among employees along 

with appropriate technology strengthens the process of transferring tacit knowledge 

into explicit, and individual knowledge into organizational. These activities facilitate 

converting knowledge into a form that may be used more widely throughout the 

organization on an ongoing basis. (Skyrme & Amidon 1997)  

 

Furthermore, encouraging employees to participate in social interactions is 

important in promoting the spirit of teamwork among employees and fostering a 

knowledge-sharing culture (Ling 2011; Chin, Chan & Lam 2008). Each stakeholder 

(employees, superiors, managers, owners) should participate in creating a 

knowledge-sharing environment (Lee & Lan 2011). This will ensure that the 

accurate information and crucial knowledge will reach the right individual at the right 

time at the right place, and that is the main goal of any knowledge management 

initiative within SMEs. In addition, this will increase the organizational performance. 

(Ling 2011) 

 

3.3. Strategy and purpose 

 

Successful knowledge management depends on a clear strategy and purpose 

(Wong & Aspinwall 2005). Knowledge management processes play a mediating role 

in connecting a company’s strategy and organizational contexts with organizational 

effectiveness (Zheng et al. 2010). Practitioners and researchers propose that 
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knowledge management should be built over time (Davenport & Prusak 1998; 

Leonard-Barton 1995) and conclude that short-term thinking is not conducive to the 

planning of long-termed and sustainable knowledge management strategies (Nunes 

et al. 2006). Knowledge management is a long-term strategy and great outcomes 

will not be seen overnight. In order to ensure the knowledge management strategy’s 

sustainability in the long run, top management needs to ensure that short-term goals 

are linked to the long-term goals. (Wong & Aspinwall 2004) 

 

Typically, the owner-manager is responsible for creating key business knowledge, 

developing strategies and maintaining relational capital (Man, Lau & Chan 2002). 

They prefer to see positive outcomes and benefits from their efforts immediately to 

ensure that their investments are profitable and bring expected outcomes. They are 

more willing to expand the knowledge management program if the initial project is 

successful and the outcomes positive. The HR executive or correspondent needs 

to make sure that the company has all the required human resource capabilities, 

competencies, and an appropriate strategy to successfully implement a knowledge 

management program. (Ramlall 2006) 

 

One of the long-term strategies that are connected to successful knowledge 

management programs is building a knowledge-friendly corporate culture and 

increase the level of trust through facilitating social interactions (Yang & Wan 2004). 

In order to successfully implement a knowledge management program, the 

company needs to motivate its personnel and constantly encourage its employees 

in order to create a suitable culture for knowledge sharing. Knowledge should be 

shared as a matter of routine. (Egbu et al. 2005) Building this kind of environment 

strategically often claims a change in a corporate culture and business strategy and 

it seems that many SMEs face obstacles during this part of the process. One of the 

key issues in SMEs’ culture is that many of them value individual achievement, 

hierarchy, and competitiveness among employees, while collective achievement 

and knowledge sharing are not encouraged. In order to successfully manage 

knowledge, the company needs to build social techniques for transferring tacit 

knowledge into explicit knowledge. Moreover, transferring tacit knowledge needs to 
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be encouraged and made part of the daily routines among all employees. (Yang & 

Wan 2004) 

 

3.4. Resources 

 

Knowledge management is perceived useful if there was enough funds and time to 

invest in it (Nunes et al. 2006). It is widely accepted that SMEs cannot spend plenty 

of resources for creating knowledge due of their lack of resources. Instead, they 

have to search for knowledge outside their company’s boundaries. SMEs often 

overcome their resource constraint issues by unifying their knowledge and 

resources with other external counterparts and they tend to be successful at 

connecting with their localities, customers, and suppliers. With gaining knowledge 

from their surroundings, SMEs can utilize a different kind of beneficial knowledge. 

(Desouza & Awasu 2006) 

 

SMEs are also facing significant resource constraints in capabilities to recruit the 

most competent person. Mostly they have to be satisfied for less qualified, but 

motivated employees. Therefore, it is important for companies to have the ability to 

promote someone to fill the vacated position quickly. This is especially crucial for 

SMEs, because they cannot afford losing customers or to have resource gaps while 

waiting for the open vacation to be filled. Moreover, SMEs need to have a high 

redundancy of knowledge resources and there cannot be any knowledge that is rare 

or retained in only one member’s mind. (Desouza & Awasu 2006) 

 

3.5. Processes and activities 

 

SMEs have a clear absence of systematic knowledge management processes 

(Wong & Aspinwall 2005; McAdam & Reid 2001). This is due to the fact that SMEs’ 

owner-managers simply do not see the need for systematic and formalized 

processes to support knowledge management initiatives. However, previous studies 

claim the opposite. They highlight the importance of adopting systematic and formal 

knowledge management structures, processes and policies. (So 2010; Davenport, 

Long & Beers 1998) 
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SMEs have facilitated knowledge loss by promoting employees from within the 

company and avoiding hiring an outsider for senior positions. This also motivates 

employees, because there is an opportunity for them to be promoted to higher 

positions. In SMEs, members of the personnel are working closely with each other 

and they are inevitably creating personal relationships. These relationships make it 

more difficult to leave the organization. In cases where an employee does leave the 

company, there needs to be processes and resources in place that quickly and 

efficiently fill the void of lost knowledge. (Desouza & Awasu 2006) Therefore, there 

is a clear need for proper codification, storing and sharing processes to be installed 

in order to tackle the obstacles which arise from knowledge loss. Knowledge needs 

to be converted and recorded into a form that can be utilized immediately by other 

members. This process will prevent knowledge loss when an employee leaves the 

company. An employee could write a report to summarize his/her findings, lessons 

or experiences learned by working in some particular project. This process is neither 

time consuming nor expensive for the company. (Wong & Aspinwall 2004) 

 

SMEs face challenges in maintaining already existing knowledge and leveraging it 

throughout the organization (Egbu et al. 2005). Often SMEs’ different functions are 

documenting their existing knowledge in their own way and only to a certain degree. 

Companies should find a systematic and standardized ways for sharing and 

leveraging their knowledge throughout the company. The process of sharing and 

leveraging knowledge should be part of employees’ daily routines and should not 

lead to any disruptions to daily operations. (Anderson & Boocock 2002) The 

processes that are translating tacit knowledge into explicit knowledge need to be 

clear, realistic, and necessary (Nunes et al. 2006). 

 

Knowledge management requires an individual and collective understanding and 

appreciation (Sparrow 2001). Moreover, the success of the individual understanding 

and learning also depends on the employees’ attitudes and if they accept these 

processes as part of their daily routines (Nunes et al. 2006). In SMEs, knowledge is 

often captured by a central database, informal meetings, through brainstorming and 

mentoring schemes (Egbu et al. 2005). They are collecting and storing explicit 

knowledge in the form of databases, intra, website, newsletters, training materials, 
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etc. It is an issue that employees rarely utilize the provided information and therefore 

it brings no value for the company. As a consequence, the challenge for SMEs is, 

therefore, to encourage employees to actively and efficiently use these knowledge 

repositories as a source of knowledge. (Nunes et al. 2006) 

 

Both, internal and external knowledge are playing an important role as strategic 

resources (Andriessen 2007). To improve knowledge processes and knowledge 

sharing, companies need to create communication channels that allow knowledge 

sharing to be established with companies’ external entities (Lee & Lan 2011). 

Knowledge networking is a dynamic process in which knowledge, expertise and 

experiences are shared, developed and evolve. It helps SMEs to achieve new levels 

of interactivity, usability and understanding across groups, communities and 

organizations. (Fink & Ploder 2009) Knowledge is one of the most valuable strategic 

resource and companies should join in networks or inter-organizational 

collaborations with their external counterparts to strengthen and develop their own 

resources and knowledge (Ritter & Gemunden 2003). 

 

Knowledge-based inter-organizational collaborations refer to networks where each 

partner focuses on their core competences and capabilities, but also on the 

accessibility to external competences and capabilities (Mentzas, Apostolou, 

Kafentziz & Georgolius 2006). Knowledge-based collaborations are seen useful to 

exchange explicit as well as tacit knowledge and resources, which are not available 

internally or cannot be achieved autonomously (Cricelli & Grimaldi 2010). 

Participants of the collaborations help each other to apply existing knowledge 

innovatively and explore new knowledge and how to utilize it (Buchel & Raub 2002). 

Cricelli and Grimaldi (2010) divided knowledge-based inter-organizational 

collaborations into three groups. The first group contains companies whose 

collaboration is only focused on those capabilities that a partner is willing to share. 

The second group is characterized as a network, where the primary focus is to 

exploit and share companies’ available complementary knowledge and competence 

in order to achieve some strategic goals, which is common between both parties. 

Finally, the third group describes collaborations where the purpose among all the 

parties is to increase their knowledge and innovative capability.  
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3.6. Training and education 

 

It is essential for SMEs to establish proper training programs in order to maintain 

continual organizational learning (Lee & Lan 2011). The company not investing in 

training and education programs may result in employees not having the inevitable 

skills or capabilities to manage knowledge or to exploit knowledge management 

systems and tools (Wong & Aspinwall 2004). In SMEs, one of the biggest efficiency 

gaps they are facing, shows in training systems (Huggings & Weir 2012). SMEs 

appear to avoid investing in employee training due to their financial resource 

constraints and lack of budgets. Moreover, there is an absence in their processes 

for such an activity and thus training is not managed properly in SMEs. (Wong & 

Aspinwall 2004) 

 

In order to gain a competitive advantage and achieve excellence in performance, it 

is essential for successful knowledge management to come along with processes 

and approaches that fit within both, organizational social and structural contexts 

(Davenport & Prusak 1998). Therefore, SMEs must create systems for individuals’ 

learning. New organizational forms, new technologies, new norms, and values, may 

emerge developing the employees’ competencies. Though, if the learning is not 

linked part of the individuals’ knowledge development, there will be no competence 

development. (Drejer 2000) 

 

One of the biggest issues in training and education in SMEs can be the owner 

manager's education. There is a clear absence of their managerial skills and 

competencies (Haksever 1996) which mostly occurs due to their lack of formal 

management training (Wong & Aspinwall 2004). This problem indicates that it is 

important to highlight the training and education of the owner-managers first. They 

are also mostly responsible for employees’ training systems and their capabilities 

development within SMEs. Therefore, it is important to ensure the owner-managers' 

lack of skills not becoming an obstacle. (Wong & Aspinwall 2005) 

 

For sharing explicit knowledge, a company should use such activities as community-

based discussion forums, sharing sessions, work presentations, project teams, and 
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networking. The company should also encourage their employees to share their 

knowledge in cross-functional learning, job rotation and apprenticeships, which 

enable the efficient passing of tacit knowledge about the job. These activities are 

not expensive for companies and they have proven to be efficient in knowledge 

sharing. Employees would have the possibility to gain additional knowledge about 

their colleagues’ jobs, which also increases their own understanding of how other’s 

operations influence on other employees’ jobs. This could further lead to creating 

new knowledge. In order to share the vital knowledge, SMEs need to start to identify 

who has the valuable knowledge of a particular job and what kind of knowledge 

employees need to develop for the promotion of organizational knowledge. (Wong 

& Aspinwall 2005) 

 

3.7. Human resource management 

 

There is a need to place greater emphasis on such HR competencies that add the 

greatest value to the business and knowledge management processes. These 

competencies are aligning strategy, culture, sustaining change, practices, behavior, 

and connecting individuals through technology systems. (Ulrich, Younger, 

Brockbank & Ulrich 2013) The decision to introduce a knowledge management 

model to an organization should not be made without a thorough consideration and 

neither without devoting a great amount of time in communication, planning, change 

planning, change management, and data collection (Gangani, McLean & Braden 

2004). 

 

HR professionals or correspondents encounter a number of professional and 

emotional obstacles in balancing competing stakeholder requirements and interests 

(Rynes 2004). There is naturally a contradiction between employees’ and top 

management’s interests (Guest & King 2004; Caldwell 2003). However, the 

achievements of top management goals are dependent upon employees’ motivation 

levels, acceptance of change initiatives, their cultural norms, and personnel’s work 

productivity. Too often the employees’ point of view is not prioritized as the most 

important one. The greater focus on the employee’s perspective would have the 

potential to expand knowledge management’s favorable benefits and outcomes by 
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attracting, retaining and motivating employees. Employees need to be motivated to 

support the change initiatives and strategic goals of their firms. (Graham & Tarbell 

2006) In this matter, there is a great need to train the HR practitioners or 

correspondents to communicate between top management and employees. They 

could address both top management’s and employees’ reasons for certain behavior 

and thus, both part’s understanding would increase. (Graham & Tarbell 2006) 

 

There is a clear need for SMEs to understand that functional and strategical human 

resource competencies are not the same thing and that they need to be managed 

differently (Lo, Macky & Pio 2015). Strategic HR competencies include business 

knowledge, strategic contribution, active involvement in strategic activities and an 

ability to relate to customers (Ulrich & Brockbank 2005). Strategic competencies 

facilitate HR professionals to align human resource strategies with business 

strategies. Functional human resource competencies are related to the delivering 

HR operations, which include recruitment, employee selection, and compensation. 

(Huselid et al. 1997) These HR competencies consists of personal credibility, HR 

technology, and HR delivery (Ulrich & Brockbank 2005). One issue in SMEs is that 

HR professionals use most of their time functioning as internal consultants and 

spend the least time dealing with collaborating with senior executives on business 

strategy formulation. There is a clear need to emphasize on developing this 

competency. (Ramlall 2006) 

 

There is a lack of having appropriate measures in place to tackle the challenges of 

knowledge loss by staff turnover or long-term absence (Durst & Wilhelm 2012). 

Succession planning and performance appraisal are some of many organizational 

functions, where knowledge-based approaches are proved to be critical (Draganidis 

& Mentzas 2006) and it is a critical approach for SMEs’ survival (Egbu et al. 2005). 

These critical approaches provide systematic identification of the skills, knowledge, 

capabilities and behaviors needed to meet current and future selection requirements 

(Draganidis & Mentzas 2006). Moreover, SMEs need to systematically and regularly 

identify, train and educate potential successors well in advance (Egbu et al. 2005). 

It is an issue that succession planning approaches seem to be missing in many 

SMEs (Durst & Wilhelm 2012; Sambrook 2005). Moreover, identification of these 
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factors needs to fit within the company’s strategies, organizational values and 

priorities. If the company succeeds in such activities, it is able to eliminate the gap 

between the different competencies requested by a project, job role, or company 

strategy. (Draganidis & Mentzas 2006) 

 

3.8. Information technology 

 

Appropriate knowledge management technologies should be adopted for 

encouraging and nurturing knowledge storing and sharing practices (Yang & Wan 

2004). Information technology is only one approach of managing knowledge and 

thus, technology should not be seen as the sole solution for knowledge 

management. (Wong & Aspinwall 2005). Organizations are using technology more 

and more as a strategic enabler of knowledge management initiatives. Information 

systems facilitate organizations to manage their knowledge more systematically 

within and outside their boundaries. (Egbu et al. 2005) Communication and 

information technology tools encourage employees for an open and innovative 

communication and lead to improved project team performance and 

communication. These tools have also a positive impact on financial performance, 

efficient problem-solving, decision-making and better marketing practices. (Alavi & 

Leidner 1999) 

 

Technology is mostly used as acts of automation in SMEs and in some cases for 

informative purposes. SMEs appear to not use technology for managing knowledge 

but instead people-based mechanisms, such as face-to-face meetings, 

apprenticeship training methods and observations. Created and shared knowledge 

is rarely stored in technology systems (like a database for example), but rather 

immediately put into practice. This helps SMEs and their employees to quickly 

improve their work performance and practices, but this seldom helps the 

organization getting a knowledge management program running. Employees 

generate the knowledge and apply it, but it is not stored or disseminated among 

others. Technology can help the knowledge management process by streamlining 

knowledge creation, storage, dissemination, and application. However, practitioners 

stress that in order for successful information technology implementation, there 
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must be a solid foundation for it to lie on. (Desouza & Awasu 2006) Moreover, the 

efficient and effective implementation of information technologies for supporting 

knowledge management adoption is essential throughout the whole process (Hsieh, 

Lin & Lin 2009). 

 

SMEs often adopt technological systems for formal knowledge management that 

are costly and are specifically designed for large businesses. However, these 

systems are rarely suitable for SMEs. SMEs are facing financial constraints and 

differing needs compared to large organizations, which suggest that these systems 

may not be suitable for smaller firms in order to manage internal knowledge 

management processes. (Hutchinson & Quintas 2008) Even though appropriate 

knowledge management IT systems are adopted in SMEs, it does not necessarily 

mean that knowledge is shared and disseminated throughout the organization 

correctly and efficiently. The top management’s responsibility is to ensure that these 

systems are used efficiently and the full benefit of these systems is exploited. 

(Nunes et al. 2006) 

 

There is a lack of explicit knowledge repositories in SMEs (Desouza & Awasu 2006) 

and SMEs appear not to carry out knowledge management approaches with 

complex IT-systems, such as intranet tools, large databases, billing or other 

automated procedures (Wiklund & Shepherd 2003). This may be due to the reason 

that SMEs tend not to manage technology as the most important factor of knowledge 

management program (Valmohammadi 2010). Moreover, they appear to manage 

knowledge in humanistic way and technology is not in the center of knowledge 

management (Desouza & Awasu 2006).  

 

Information technology systems often used in organizations are combined with 

various systems and technologies. These can be information repositories, intranets, 

search engines, data filters, intelligent agents, and collaboration and communication 

tools. (Alavi et al. 2005) Recording valuable knowledge and experience in an 

electronic form may lead to prevent the repetition of mistakes and encourage to 

reuse only the best practices which may reduce costs and further on, improves 
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consistency (Egbu et al. 2005). Thus, it is important for SMEs to put an emphasis 

on managing information technology systems. 

 

SMEs are facing resource constraints in planning and adopting information 

technology project. SMEs pose a great challenge in change resistance in order to 

adopt new suitable information technology implementation project (Thong 1999), 

also because their employees are unwilling to change their daily routines (Pardo del 

Val & Fuentes 2003). In order to overcome these challenges, managers need to 

demonstrate the need and expected outcomes of their technical change and 

organize the fundamental source of change resistance (Garvin & Roberto 2005). 

The biggest emphasize is needed to be put into managing social issues rather than 

technical issues (Teoh 2010), because it takes more time for organizations to 

overcome change resistance, abilities, attitudes, and habits than to develop a new 

computer system (Yang & Wan 2004). 

 

Issues that SMEs often face are related to the unreliability of information 

technologies and concern the incompatibility of software and knowledge 

management approaches. The problem arises when a company has invested in an 

information technology system and is not reaping the benefits of it. Mostly this 

happens, because launching a new information technology system requires proper 

training, which seems often not to be carried out. Lack of skills and training often 

lead to only limited use of the new technology system. Information technology use 

for effective knowledge management in SMEs will not be fully exploited without 

proper support from the top management or without proper training and 

commitment. (Egbu et al. 2005) 

 

Owner-managers have a significant impact on how the employees will use 

knowledge management tools and they should not expect uniformity of use. 

Naturally, employees’ own values and experience influence the ways in which they 

use knowledge management technology. Moreover, their use and perceptions of 

these technologies are shaped by their personal values, which may lead to various 

ways of using knowledge management technology tools. If managers aim to achieve 

certain desired knowledge management tools to be used, they need to set efforts 
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for cultural change in the initiatives. Therefore, the company needs to change the 

employees’ attitudes and values if some values occur, which impede the desired 

use of new technology tools. (Alavi et al. 2005) 

 

3.9. Motivational aids 

 

The knowledge that really matters is in the minds of employees. Therefore, 

managers are responsible for motivating employees to share their knowledge. They 

must find suitable ways to motivate employees to create new knowledge by 

enriching their own experiences with knowledge learned from colleagues. (Egbu et 

al. 2005) This means that sharing experiences and knowledge between individuals 

leads to their knowledge enrichment and refinement and potentially occur to create 

new knowledge. In consequence, new knowledge is created more effectively. (Yang 

& Wan 2004) 

 

In order to manage knowledge management processes successfully, organizations 

need to develop suitable motivation programs. Intrinsic, extrinsic and social rewards 

can encourage employees to create, share, transfer and disseminate new 

knowledge. However, it is critical to instruct employees that rewards are not the 

benefits for only sharing knowledge. Successful knowledge sharing process 

requires also the receiver party to apply the knowledge and thus rewarding needs 

to be occurred after new knowledge is utilized and disseminated. (Yang & Wan 

2004)  

 

It is crucial for managers to find ways of motivating their employees, that are 

personalized and suitable for the company’s internal and external environment 

(Egbu et al. 2005). Without a systematic effort, persistent strategic drive and 

appropriate reward system, capturing and sharing tacit knowledge is recognized to 

be very challenging for SMEs (Nunes et al. 2006). One of the practices that 

promotes employees’ motivation and simultaneously foster knowledge sharing in 

SMEs is mentoring program. SMEs that have implemented mentoring programs to 

transfer individual learning, wisdom, and experience, have been found more 

successful in managing knowledge. (Ingram et al. 2000) 
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3.10. Organizational infrastructure 

 

When it comes to implementing knowledge management program, SMEs have 

various advantages in terms of the characteristics of their organizational structures 

(Daud et al. 2010; Wong & Aspinwall 2004). Their business environment and their 

unique organizational structure encourage employees to transfer and disseminate 

their knowledge (Daud et al. 2010). SMEs are typically less bureaucratic, less 

hierarchical and have no complex management systems (Wong & Aspinwall 2004; 

McAdam & Reid 2001). Previous studies have also proven that there is a positive 

correlation between knowledge acquisition and social interaction in this appeal. 

SMEs have an advantageous position also in social capital due to their flexible and 

simple organizational structures. Although SMEs’ knowledge management 

processes contribute substantially to the organization’s performance, the existence 

of their unique social capital facilitates to improve knowledge management even 

more efficiently. (Daud et al. 2010) It is also essential for the organizations that 

knowledge sharing and utilization is part of company’s values and it is made part of 

employees’ daily routines (Bhatt 2011). The knowledge that employees fail to share 

brings little value to an organization (Daud et al. 2010). 

 

SMEs have a collaborative environment, where employees are in a close contact 

with one another, which furthermore helps to build knowledge networks among staff 

(Daud et al. 2010). Knowledge sharing among employees has been seen as a 

critical success factor for SMEs. It leads to more efficient and faster knowledge 

utilization (Syed-Ikhsan & Rowland 2004). Due to the simple management 

structures, open communication among employees and top management is often 

more efficient in SMEs than in large organizations (Daud et al. 2010).  

 

Because of the size and hierarchy of the SMEs, employees often feel that their roles 

are very important and their individual knowledge is unique and valuable. They may 

also feel that the success of the company is dependent on them to a large extent. 

Employees in SMEs appear to have a common mindset that prioritizes the 

company’s success, which further consequences in their willingness to apply their 
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knowledge more likely to the company’s products, services, and processes, if the 

employees are motivated enough. (Wong & Aspinwall 2004)  

 

3.11. Measurement 

 

The success of knowledge management addresses the value provided to an 

organization from knowledge management systems, activities, and processes, 

whereas the success of the systems of knowledge management addresses the 

success of the adoption and implementation of these processes and systems. The 

success of knowledge management is measured by the outcome of what knowledge 

management processes provide for the organization. In the other words, the 

success is a combination of the measures of knowledge management processes 

and outcomes. Moreover, these measured outcomes may be the quality of the 

products and services, innovative activities, organization’s position in the market, 

competitive capacity, customer satisfaction and customer relations, employee 

satisfaction, the level of the communication and knowledge sharing in the 

organization, or retention. It is critical to measure these outcomes in order to 

measure the success of the overall knowledge management program. (Jennex, 

Smolnik & Croasdell 2008) 

 

Despite from the beliefs that knowledge management improves the organizational 

effectiveness, it is challenging to prove it. Measuring the outcomes of knowledge 

management is difficult (Lee & Choi 2003). There is a need to build systematical 

approaches for measuring individual and organizational competencies. By 

measuring competencies, a company would have the opportunity to record 

constantly snapshots of the overall knowledge and the capabilities of its employees. 

Furthermore, companies would be able to utilize this information to perform an 

organizational and individual analysis in order to improve their selection activities 

and processes, reduce training and education costs, improve their human resource 

performance, improve retention and succession planning, and deploy organization’s 

social capital more effectively and systematically. (Gangani et al. 2004)  
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However, linking knowledge management initiatives to performance outcomes 

might not be enough. More rigorous metrics are needed to evaluate knowledge 

management processes, benefits, and outcomes and to help to explain the success 

of adopted activities and processes. Proper measuring would help organizations to 

plan their strategical actions in the future which could possibly help the company to 

improve their knowledge management performance. These metrics should assess 

work processes, the performance of management activities, as well as the quality 

of knowledge management processes. (Lee, Lee & Kang 2005)  

 

Organizations need to develop key performance indicators and evaluate how 

certainly knowledge management processes bring value to the organization. There 

is a need to establish and measure the links to performance. Additionally, the 

organization should measure knowledge sharing and leadership commitment 

through different activities, as an example. Organizations seem to understand the 

importance of measuring intellectual and social capital, but they have not yet 

determined what these measures should be. Qualitative and intangible 

measurements are currently taking the place from purely numerical assessments 

and organizations create their own measures. (Chourides, Longbottom & Murphy 

2003) 
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4. RESEARCH METHODOLOGY AND DATA 

 

The aim of this study is to identify which successful knowledge management 

approaches are adopted by Finnish SMEs. The purpose is also to find out which 

approaches are missing in order to manage knowledge successfully. Several 

interesting questions are addressed in this study, such as: What knowledge 

management approaches and processes are managed in Finnish SMEs? Which 

approaches are managed well in Finnish SMEs and which poorly? Do CEOs and 

HR correspondents have similar perspectives on the state of managing knowledge 

management approaches? This chapter introduces the research approach, which 

consists of data collection and data analyzing methods, as well as the evaluation of 

the study to discuss the reliability and validity of the results. 

 

4.1. Qualitative research  

 

Research methods are techniques which take on a specific meaning, according to 

the methodology in which they are used. Any methodology only is applicable and 

achieves the purpose of the study if it is understood what the research process is 

all about. (Silverman 1993, 1-30) Therefore, the choice of a proper research 

approach to carry out the study, needs to relate to the purpose of the research 

problem that needs to be addressed. A proper research method gives the chance 

to make meaningful interpretation and guidance to assess the research issue. Thus, 

choosing the right research approach is an important part of the study. (Fisher 2010, 

23)  

 

Empirical research approaches are commonly divided into qualitative and 

quantitative methods. The aim of quantitative method is to find correlations and 

causalities from numerical data. Qualitative methods intend to describe, understand 

and explain different phenomena in the ‘world out there’. (Flick 2007, 8-10; Hirsjärvi, 

Remes & Sajavaara 2004, 152) In other words, quantitative methods offer 

superficial, but reliable data while qualitative methods offer deep, but not 

generalizable data (Alasuutari 1994, 203-206). Qualitative research concentrates 

on the context and cases for a deeper and wider understanding of an issue under 
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study (Flick 2007, 1-10), which also characterizes the nature of this study. 

Quantitative methods would not solely elicit enough detailed information on the 

issue and the reasons behind the answers and thus, the qualitative research 

approach has been chosen as the research approach for conducting this research.  

 

Qualitative and quantitative methods are often seen as competitive methods to 

develop causal theories (Mäkelä 1990, 42). For the best result, both methods should 

be utilized in a study allowing to take advantage of both methods’ best features 

(Alasuutari 1994, 203-206). A purely qualitative research approach should be 

chosen if the number of participants is small. On the other hand, if the sample 

consists of a large number of participants, clear quantitative relationships can be 

made. Conclusions should still be made with care and consideration. They cannot 

be built only on numerical results used by quantifying method which means that 

numerical results should be further analyzed. (Alasuutari 1994, 173-183) To gain a 

wider picture of the state of knowledge management approaches in SMEs, a 

quantifying method is used for analyzing the data. For the deeper understanding of 

the reasons and issues behind these results, analyzing the interviews will be used 

as the other method for collecting data.  

 

4.1.1. Semi-structured interviewing method for data collection 

 

In this study, both primary and secondary data is collected and analyzed. In the 

empirical part of the study, mainly primary data is used. Primary data is gathered 

via semi-structured interviews, which represents the most suitable method when a 

study aims to reveal answers for questions like ‘what’, ‘how’ and ‘why’ (Saunders, 

Lewis & Thornhill 2009, 145). Thus, this method is well suited for the goals of 

understanding which knowledge management approaches have been adopted by 

Finnish SMEs, at what level they have been managed and why.  

 

In a semi-structured interview, the interviewer is free to ask additional questions 

depending on the direction of the interview to seek clarification and to deepen 

his/her understanding (Holloway & Galvin 2016; Corbetta 2003). An interview guide 

is developed to create a sense of order and to collect similar types of data from all 
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of the participants (Holloway & Galvin 2016). Questions used in a semi-structured 

interview guide are short, simple, open and they include one question at a time. An 

interview guide can be more or less structured depending on the research problem 

and objectives, the used theoretical framework, paradigm and empirical approach. 

(Hennink, Hutter & Bailey 2011, 108-132) 

 

A key benefit of this data collection method is its attention to experience while also 

addressing theoretically driven variables of interest. If the preparation of the 

questions is given considerable thought, researchers can gain a great amount of 

valuable information by using the semi-structured interview data collection method. 

Semi-structured interviews are sufficiently structured to address specific topics 

related to the phenomenon of the study, while leaving space for participants to offer 

new meanings to the study focus. (Galletta 2013, 24)  

 

4.1.2. Quantifying method for analyzing the data 

 

Qualitative analysis by using quantifying method has arisen as an option for those 

who are trying to choose between qualitative and quantitative research method 

(Eskola & Suoranta 1998, 164-167). Qualitative data can be analyzed by using 

quantitative analysis. Quantifying specifies assumptions into accurate numbers. The 

researcher can calculate ratios and classify various factors in different categories. 

As an example, the researcher can compare answers between different groups. The 

quantifying method involves mechanically calculating numbers and analyzing data 

more deeply. (Eskola & Suoranta 1998, 164-167; Alasuutari 1994, 173-183) 

Requirement for using the quantifying method for analyzing data, is to have enough 

participants (Alasuutari 1994, 173-183). While considering quantifying as a data 

analysis method, accurate consideration should be given for gathered data in the 

context of the purpose of the study. In the worst case, quantifying can be mixed with 

both, qualitative and quantitative research methods’ weakest features, which could 

have a negative influence on the study’s validity. (Rahkonen & Roos 1990, 232) 

 

Quantifying can be challenging and obstacles are faced when exceptions exist. 

Instead of only mechanical counting and categorizing, the researcher is also able to 
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focus on calculating relationships between correlations. Therefore, in quantifying, 

the researcher has to interpret data to a higher extend. (Eskola & Suoranta 1998, 

164-167) Any generalized states or conclusions should not be made based on these 

numerical results. After quantifying the results, the researcher has to return and find 

the explanation in the same data in order to interpret these numerical results. 

(Alasuutari 1994, 173-183) In this study, data will be analyzed first by using 

quantifying method and a deeper understanding will be found from the notes and 

recordings made during interviews. In quantifying, data needs to be categorized to 

a certain extend, so that the researcher would not miss any important aspects while 

analyzing the data. It can be difficult to draw the line, what answers are taken into 

consideration and which will be eliminated. At first all the calculations can seem 

significant for the researcher, but great generalization and widely generalized 

conclusions should not be made. (Eskola & Suoranta 1998, 164-168) In this study, 

all the questions that concern successfully applying knowledge management 

programs are further analyzed and other HRM questions are eliminated. 

 

4.2. Data collection 

 

This particular research is part of larger research, which concentrates on the state 

of agile HRM during the period of digitalization in Finnish SMEs. The research is 

conducted by practitioners from the field of management from the Universities of 

Vaasa and Lappeenranta. The aim of the research is to study which HRM processes 

should be developed in Finnish SMEs in order to improve their effectiveness. The 

research data is gathered between January and September 2016 by interviewing 

SMEs’ CEOs, HR correspondents, supervisors and shop stewards. As they are 

considered to have the overall picture of knowledge and knowledge management 

in their companies. Also the questionnaire is sent to be fulfilled by staff and to be 

further analyzed. This research is mostly quantitative by nature, but during semi-

structured interviews, qualitative data is also gathered. Both, qualitative and 

quantitative data is used in this particular study.  

 

The design of qualitative research itself is one of the most important parts of the 

study. Qualitative research does not involve random sampling of participants in the 
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statistical sense. Thus, formulating criteria for the selection of the participants is very 

important. It will also increase the validity of the study. (Galletta 2013, 33) The aim 

is to get as many of the Finnish SMEs to participate in this research as possible. 

The research team contacted SMEs in all of the different industries despite of 

companies’ location as long as it is in Finland. The only restriction is the size of the 

companies. The size needs to fill the criteria of the SMEs, micro SMEs are not 

included. The data sample consists of 87 Finnish SMEs that participated in the 

research. The aim of this particular part of the research is to study if there are 

differences between CEO’s and HR professional’s perspectives in evaluating the 

state of different knowledge management approaches. While examining the whole 

range of samples, it occurred that nearly half of the SMEs had a HR correspondent 

working for the company and therefore, the sample chosen for conducting this study 

is decreased to 42 SMEs. Thus, the sample for further analyzation consists of 

Finnish SMEs that have both CEO and HR correspondent operating in the company.  

 

Semi-structured interviews are the most appropriate and suitable approach if the 

questions to be asked are open-ended or if the order or logic of the questions may 

need to be varied (Saunders et al. 2009, 324). Thus, this approach is chosen for 

conducting the interviews. In a semi-structured interview approach, the interviewer 

uses the interview guide (Appendix 1) and has set the frame of topics to be 

discussed beforehand. The benefit of this data collection method is that the structure 

of the interview gives the interviewer the possibility of interaction and open 

discussion with the interviewee. Using this method provides the possibility to probe 

answers that will add depth and significance to data. It can lead the conversation 

into areas which were not considered in the interview guide, but which bring 

significant input for understanding the topic and issue (Saunders et al. 2009, 324). 

The goal of the semi-structured interview is to collect primary data on the 

development needs in human resource management, which includes a wide range 

of HRM topics. Mostly, the interview questions asked are structured and the 

evaluation scale is from 1 to 7 (where 1 is “not at all”, 7 is “very well”). Interviewees 

have the possibility to not evaluate a question if they do not know the answer 

(number 8 in the scale). In addition, the interviewees have the possibility to justify 

and explain the reasons behind the evaluations during the semi-structured 
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interviews. Open-ended questions are included in the interviews to get a deeper 

understanding of the state of managing certain approaches in SMEs. The interviews 

are conducted in Finnish SMEs as face-to-face interviews in Finnish as it is the 

native language for both parts of the interview; interviewer and interviewee. 

 

The aim of this research is mostly to collect quantitative data during interviews and 

therefore, only some of the interviews are recorded and few transcribed. However, 

extensive notes were taken during all interviews. The analysis of this study is carried 

out by analyzing quantified numerical data gathered from the questionnaires and 

analyzing quotes from the interviews. Questions not related to knowledge 

management are eliminated from this study. The questions chosen for further 

analysis are presented in appendix 2. For the further analysis, questions are divided 

into categories on the basis of theory. After dividing questions into themes according 

to Wong and Aspinwall’s (2005) successful factors for knowledge management, 

percentages and averages will be calculated. Success factors that are promoted in 

theory, but do not emerge from the data will not be analyzed in the empirical part of 

the study. Lastly, the notes and transcribed interviews will be used for finding 

explanations for poorly managed knowledge management approaches. Four 

transcribed interviews and two extensive notes from the interviews will be further 

analyzed. 

 

4.3. The background information of the sample 

 

SMEs participating in this particular study are located in different areas of Finland 

and in various industries. Table 3 presents how these SMEs are divided among 

industries. Companies are divided into industries by using formal industrial 

classification of statistics for organizations (Standard Industrial Classification 2008). 

One third of the SMEs that participated in this study are operating in the industry of 

manufacturing and thus, represents the largest industry participating in this study. 

The second largest industry presented in this study covers professional, scientific 

and technical activities, which have almost 50 % less SMEs participating than 

manufacturing industry. Education and wholesale and retail trade are presented as 
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the third and the fourth largest industries participating this study. Other industries 

(see table 3) are representing by less than 10 % in this study.  

 

Table 3. Industries of the SMEs participating in this study 

Industries of the SMEs   

Manufacturing 33 % 

Professional, scientific and technical activities 17 % 

Education 12 % 

Wholesale and retail trade 12 % 

Electricity, gas, steam and air conditioning supply 8 % 

Information and communication 8 % 

Construction 2 % 

Employment activities 2 % 

Financial service activities, except insurance and pension funding 2 % 

Manufacture of textiles 2 % 

Water supply; sewerage, waste management and remediation activities 2 % 

 

As mentioned previously, only the responses of the CEOs and HR correspondents 

are further analyzed in this study. Table 4 presents more information about the 

respondents. 95 % of the CEOs are male and 5 % of the CEOs are female. However, 

in the position of HR correspondents, there are more female employees (74 %) than 

male employees (21 %). Moreover, most of the CEOs are divided rather equally in 

the age categories 1951-1980, while HR correspondents seem to consist of younger 

generations. HR correspondents are also divided quite equally between the age 

groups of 1961-1990. In addition, table 4 presents how long participants have been 

working in their current jobs. Biggest differences are seen in the categories of 

working less than a year and working for 10-15 years in the current position. 
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Table 4. Information about respondents 

 

Background information about the interviewees are represented in table 5. In order 

to find the reasons behind the CEOs’ and HR correspondents’ evaluations, four of 

the interviews and two of the extensive notes are further analyzed. The interviews 

with companies X, Y and Z are recorded and transcribed, written notes are taken 

with company Q. The results of companies X, Y, Z and Q will be used for the 

analysis. Selected excerpts from the interviews are quoted throughout the analysis 

in chapter five. The chosen Finnish SMEs are from different industries, their CEOs’ 

age differs from other CEOs’ ages and also the number of years in current position 

differs. 

 

 

Information about CEOs   
Information about HR 
correspondents   

Gender    Gender    

Male 95 % Male 21 % 

Female 5 % Female 74 % 

No answer 0 % No answer 5 % 

Age    Age    

1951-1960 29 % 1951-1960 5 % 

1961-1970 31 % 1961-1970 33 % 

1971-1980 29 % 1971-1980 33 % 

1981-1990 7 % 1981-1990 24 % 

1991-  0 % 1991-    

No answer 4 % No answer 5 % 

Years working as CEO in the 
company 

  

Years working as HR 
correspondent in the 
company   

Less than a year 7 % Less than a year 20 % 

1-2 years 14 % 1-2 years 12 % 

3-5 years 26 % 3-5 years 29 % 

6-9 years 19 % 6-9 years 14 % 

10-15 years 12 % 10-15 years 21 % 

16-20 years 7 % 16-20 years 0 % 

21-30 years 10 % 21-30 years 2 % 

over 30 years 2 % over 30 years 0 % 

No answer 2 % No answer 2 % 
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Table 5. The background information about interviewees whose interviews will be 

further analyzed 

  Industry of the company 

Years working 
in a current 
position Gender Age 

Company X, CEO 
Electricity, gas, steam and air 
conditioning supply 1-2 years Male 1961-1970 

Company Y, CEO 
Professional, scientific and 
technical activities 10-15 years Male 1971-1980 

Company Z, CEO Employment activities 3-5 years Male 1981-1990 

Company Z, HR 
correspondent 

Employment activities 
Less than 1 
year Female 1981-1990 

Company Q, CEO Manufacture of textiles 6-10 years Male 1971-1980 

Company Q, HR 
correspondent 

Manufacture of textiles 
1-2 years Female 1961-1970 

 

4.4. Reliability and validity of the study 

 

Naturally, the intention of any research is to produce a rigorous study, but reliability 

and validity can vary significantly according to the empirical study. In general, the 

reliability and validity of the data are considered high in semi-structured interviews 

due to the possibility of probing and clarifying questions and answers. (Saunders et 

al. 2009, 327) Like in any other method, there are some issues related to both, semi-

structured interviews data collection and quantifying analyzing methods. The quality 

of data relates mostly to reliability, generalizability and forms of bias. 

 

The standardization may lead to concerns about the reliability and raise the question 

if alternative researchers would reveal the same information (Saunders et al. 2009, 

326). This research is conducted via a research team, which consists of many 

interviewers who conduct the interviews. Therefore, the sample of the participating 

SMEs is larger and some generalizations can be made with accurate consideration. 

 

In qualitative research approaches, such as the semi-structured interview, 

researchers and interviewers are an important part of the research process. Their 

own personal presence as researchers, their experiences and knowledge in the 

field, and the reflexivity they bring into the role could influence the interview 
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progress. (Flick 2007a, 10) In this study, interviewers are mostly academics and 

professors from the field of management, who have plenty of knowledge about the 

topic and experience in conducting researches. On the other hand, interviews are 

conducted slightly differently depending on the researcher and this may influence 

the validity of the study. Even though notes were taken in every interview, only some 

of the interviews were recorded and transcribed. In order to increase the reliability 

of the study, the gathered data is partly transcribed and recorded and available for 

further analyzing and research. To increase the reliability of this study selected 

excerpts are quoted throughout the analysis.  

 

For interviews, it is important that the interviewer gives the participant some 

information about what himself/herself is doing and why (Silverman 1993, 1-30). If 

the information given is limited, the validity and reliability of the study are questioned 

(Saunders et al. 2009, 327). In this study, all the participants are told about the aim 

of this study and confidentiality is ensured to the participants in order to build a 

trustful relationship. Participants are also promised to receive the results and ideas 

for development. Academics will not only send the results electronically, but will also 

go to such organizations to explain and open up the findings and ideas for future 

development. The purpose of these activities is to build more trustful relationships 

and motivate the participant to open up and give honest answers. In this way, also 

the interviewee benefits from truthful responses. This, on the other hand, increases 

the reliability of the outcomes of this study. 

 

At the beginning of an interview, the interviewee had time to read the questions, 

consider the answers and write the answers down. After reading through the 

questions, interviewer and interviewee started the interview by going through the 

questions and the interviewee’s answers. This way, interviewers are able to clarify 

the questions that are asked during the interviews to guarantee the interviewee’s 

full understanding, if there appear some parts or questions that the interviewee does 

not fully understand. Going through the questions, the interviewees also have the 

possibility to explain why the questions are answered in the way they are answered 

and the interviewer has the possibility to ask specifying questions to fully understand 

the answer. 
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5. RESULTS 

 

Results obtained from this study are presented in this chapter. Most SMEs have not 

implemented a formal knowledge management program. Instead, almost every 

SME has adopted a few single processes and activities that foster managing 

knowledge management more successfully. Therefore, the interviews are not 

concentrated only on a knowledge management program. They are centralized on 

the processes and activities that have been proved in previous studies to have a 

positive influence on knowledge management implementation.  

 

5.1. Observing knowledge management as part of business strategy  

 

Successful knowledge management depends on a clear strategy and a purpose 

(Wong & Aspinwall 2005). Knowledge management processes play a mediating role 

in connecting a company’s strategy and its context with organizational effectiveness 

(Zheng et al. 2010). Table 6 summarizes CEOs’ and HR correspondents’ 

evaluations on approaches that are part of a knowledge management strategy. 

Strategies of knowledge management are often embedded in a larger human 

resource management strategy. Results show that in most Finnish SMEs no formal 

and documented strategies for human resource management are in place. 

According to their CEOs, only 32 % of the SMEs have documented human resource 

strategies. It is interesting that 7 % of the CEOs did not know whether they have any 

documented human resource strategies or not. Approximately 36 % of the HR 

correspondents consider their companies to have documented human resource 

strategies. On the other hand, 15 % of the HR correspondents did not know if their 

human resource strategies are documented or not.  

 

“I interpret that we do not have it. We have some formal documents on this 

matter. For example, we recruit or strive to recruit new employees mainly in 

the end of summer and in the beginning of the year. We always set clear 

goals on how many and which kind of employees we are recruiting. We are 

also trying to offer them onboarding in a certain way, but otherwise we do not 

have any pervasive and formal human resource strategy.” CEO, company Z 
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“We have a partly documented human resource strategy. A year and a half 

ago we reformed our strategy. Based on that strategy we also reformed our 

values. Our values largely guide our human resource policy and everyday 

management. We have also documented a model for internal processes, 

which forms, together with our business strategy and values, some kind of 

human resource strategy. In my opinion this documentation is not yet perfect 

and we have to improve it. But neither would I say that we do not have it at 

all.” HR correspondent, company Z 

 

CEOs and HR correspondents were asked on what level they think their human 

resource management is managed as part of the business strategy. CEO’s and HR 

correspondent’s answers were nearly the same. The CEOs’ average is 4,66 and the 

HR correspondents’ average is 4,57. Moreover, 47 % of the HR correspondents 

seem to believe that their human resource management strategy is managed poorly 

or is not managed at all and only 31 % of the CEOs agrees with the HR 

correspondents in this matter. CEOs might consider that the HRM strategy of their 

company is managed well as part of the business strategy while HR correspondents 

consider that there is not enough emphasis put into this approach.  

 

CEOs replied that setting aims and goals for human resource management appear 

to be managed poorly in their SMEs. 57 % of the CEOs and 64 % of the HR 

correspondents evaluate the approach of setting goals for HRM to be not managed 

well in their SMEs. Only 43 % of the CEOs and 24 % of the HR correspondents 

evaluate that there are enough goals and aims set for HRM objectives. CEOs 

(average = 4,07) evaluate this aspect remarkably higher than HR correspondents 

(average=3,68). This means that CEOs consider this approach to be managed 

better than HR correspondents. 

 

“At the moment, human resource management is on the shoulder of the 

executive team and superiors, because we do not have a proper human 

resource manager. I have the responsibility of the HR tasks. Because of 

these facts HR is decentralized at the moment. We have annual goals and 
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aims of what we are trying to achieve, but it is not at the level it should be.” 

HR correspondent, company Z 

 

It seems that SMEs anticipate their staff turnover quite well. 64 % of the CEOs and 

52 % of the HR correspondents consider their companies to conduct staff turnover 

plans at a good or very good level. Interestingly 14 % of the HR correspondents did 

not know if this approach is managed at all in their companies. Nearly half of the 

SMEs tend to manage staff planning. 45 % of the CEOs and 57 % of the HR 

correspondents evaluate the state of conducting staff planning regularly to be 

managed well or very well.  Half of the CEOs and one third of the HR correspondents 

consider that this approach is not managed at all or is managed poorly in their 

SMEs.  

 

In addition, the participants were asked to specify situations in which they use and 

observe staff planning. Most often staff planning is utilized while there is happening 

an emerge of changes in the company or when they have to deal with retirements 

and recruitments. Staff planning is also utilized while companies are planning their 

annual budgets, resources and strategy. Few SMEs also mentioned that they utilize 

staff planning in succession planning, employees’ training planning and analysis of 

the state of the company’s and employees’ state of knowledge. 

 

“Probably I should pay more attention on staff planning while I am observing 

the overall annual planning. But I would say that we mostly just plan the work 

and other things we need to do and that is it. However, I think conducting 

staff planning would not make any harm. The resources are the issue at the 

moment and where we would get them.” CEO, Company X 

 

“Yes, we have clear goals for this sector and what kind of profiles we are 

hiring and when exactly. I would say that we have a pretty clear strategy from 

six to twelve months ahead. And we also have a rough plan for three years 

ahead of how many employees we will have in the house at that point and 

how they are approximately divided among departments. And of course we 

need to wheel and deal with some of the new roles in the future. Like which 
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kind of functions are managed country-specifically or enterprise-specifically 

and so on.” CEO, Company Z 

 

“When we recognize a need, we start to recruit. We do not have an exact 

plan and we do not manage staff planning regularly. We have a great number 

of applicants, but too often we are not able to find a suitable candidate. The 

problem is urgent because there are employees retiring soon. We need to 

think how should we handle this in the future.” CEO, company Q 

 

“Not regularly because the demand is seasonal. In the spring we have 

seasonal workers.” HR correspondent, company Q 

 

SMEs seem to actively involve their employees in the company’s development. 

According to 62 % of the CEOs and 55 % of the HR correspondents, SMEs involve 

their employees in developing company’s processes and operations. The average 

of the CEOs’ responses is 4,76 and HR correspondents’ 4,30. The participants were 

further asked if their company exploits initiative systems as part of the 

developmental process. In initiative systems an employee is encouraged to share 

his/her developmental ideas which will be further encouraged by management. 

However, less than 7 % of the SMEs have adopted an initiative system very well as 

38 % of them have implemented this kind of system well as part of their development 

processes. However, 12 % of the CEOs and 17 % of the HR correspondents 

revealed that they do not have adopted any kind of initiative system as part of their 

developmental processes. Employees need to be motivated to support the change 

initiatives and strategic goals of their firms (Graham & Tarbell 2006) and therefore, 

it is important to take their opinions and ideas into consideration.  

  

“Well yes, if there was such a culture and open conversation, we would be 

able to communicate better. But at the moment, with the given resources and 

in this situation it is a bit difficult.” CEO, company X 
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“Everyone can bring up their ideas and they are also encouraged to do so, 

but not everyone is interested. We are investing in this during our LEAN –

project. Things could be done differently.” HR correspondent, Company Q 

 

“We have tried to include employees in development and asked them, what 

could be improved in their work” CEO, company Q 

 

SMEs were further asked to evaluate their state of involving their employees in 

strategy and vision planning. 36 % of the CEOs and 26 % of the HR correspondents 

evaluated this approach to be managed well or very well. 7 % of the HR 

correspondents did not know whether the employees are involved in strategy and 

vision planning or not. The overall state for this approach seems to be below 

average in the scale. CEOs’ evaluated average is 3,70 and HR correspondents’ 

3,45. According to 12 % of the CEOs and 31 % of the HR correspondents, their 

SMEs have not adopted any kind of approaches for their employees to participate 

in company’s strategy and vision development. The achievements of top 

management goals are dependent upon the employees’ motivation levels, their 

acceptance of change initiatives and their cultural norms (Graham & Tarbell 2006). 

Therefore, it is important to allow them to participate in the development of the 

company’s strategy, vision and operations.  

 

“Not really, only few visions are listened. Clerks have some ideas, but not 

employees” CEO, company Q 

 

Table 6. How strategies are managed in Finnish SMEs 

  CEOs HR correspondents 

Documented human resource strategy 32 % 36 % 

HRM as part of business strategy 67 % 52 % 

Setting annual goals for HRM 43 % 24 % 

Systematical staff planning 45 % 57 % 

Anticipating staff turnover 64 % 52 % 

Employees participating in strategy and vision development 36 % 26 % 

Initiative system for employees 38 % 38 % 
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5.2. SMEs’ resources 

 

Knowledge management is perceived to be useful if there was enough funds and 

time to invest in it (Nunes et al. 2006). Table 7 summarizes the state of knowledge 

management resources in Finnish. CEOs and HR correspondents were asked to 

describe their company’s capability to respond to market requirements. SMEs tend 

to believe that retirements and knowledge loss are the most difficult challenges in 

the future. Moreover, 52 % of the CEOs seem to believe that their companies have 

enough capabilities to respond to future market requirements. Also 26 % of the 

CEOs believe that their companies will meet some challenges in the future, but they 

still have enough capabilities to overcome the challenges. Lastly, 5 % of the CEOs 

recognize the need for significant changes in order to successfully respond to future 

market requirements. However, CEOs revealed that the SMEs’ low organizational 

structure is one of the advantages compared to large organizations in order to stay 

competitive. Their companies’ flexibility and adaptability contribute to their ability to 

respond to rapid changes in the market.  

 

SMEs believe to meet challenges in the future. Especially in attracting young and 

talented employees to fill the vacancies left by retirees (or other key employees). It 

seems to be even more challenging for SMEs than for larger organizations to retain 

and motivate young talented people to join the company. Half of the HR 

correspondents have a positive vision about their capability to respond to future 

market requirements. Of HR correspondents, 29 % believe to face some challenges. 

Many HR correspondents believe their proficient and knowledgeable personnel to 

be the key in tackling the future market requirements. However, 12 % of the HR 

correspondents believe that their company does not have enough capabilities to 

overcome future challenges and obstacles. In order to successfully overcome the 

challenges, SMEs need to make some significant changes. HR correspondents 

seem to believe that the greatest knot lies in their personnel. SMEs seem to 

encounter problems in their culture and in motivating their employees. Their staff 

needs to be motivated and trained to carry out changes. First, the companies need 

to make a change in their culture, before any other changes can be made. 
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“Professional or experienced workers do not want to start practicing new 

ways of doing their work. We have had some changes and these changes 

are easily carried out with young and new employees, because their only way 

is to learn this new way. But elder employees need to start to change their 

ways of doing. Sometimes they do not want to change their ways just as a 

matter of principle. The last change took years and there are still some 

individuals that resist this change.” CEO, company X 

 

SMEs were asked to evaluate their staff’s capability to respond to future challenges. 

19 % of the CEOs and 21 % of the HR correspondents consider the amount and 

quality of their employees to be good enough to overcome the future obstacles. 

However, 45 % of the CEOs and 64 % of the HR correspondents notice that there 

is a need for certain improvements in their staff’s capabilities, in order to tackle the 

future challenges. SMEs tend to face challenges mostly by gaining new knowledge 

and capabilities. Especially recruiting was mentioned as an approach that mostly 

causes challenges for them, because elder people are retiring and young talented 

employees are difficult to attract and recruit. According to Desouza and Awasu 

(2006) SMEs are also facing significant resource constraints in capabilities to recruit 

the most competent person. Mostly they have to be satisfied with less qualified but 

motivated employees. Therefore, it is important for SMEs to have the ability to 

promote someone to fill the vacated position quickly. Moreover, 21 % of the SMEs 

believe that they will encounter plenty of significant challenges due to the number 

and quality of their staff. SMEs believe that the greatest obstacles will be met due 

to their employees’ attitudes, weak team spirit, superiors’ weak education and 

training, difficulty to attract talented employees, lack of flexibility, change resistance 

and employees’ state of knowledge and capabilities.  

 

SMEs seem to face challenges in the lack of HRM resources and skills. Only 5 % of 

the SMEs consider their HRM resources to be good enough to overcome future 

obstacles. However, 24 % of the CEOs and 10 % of the HR correspondents believe 

their resources to be sufficient. Some companies even revealed that their top 

management is committed to initiating changes in HRM and accepting to implement 

innovations soon. About one fourth of the CEOs and half of the HR correspondents 
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believe that there are some significant gaps in the quality and quantity of human 

resource management approaches. HR correspondents reveal the greatest gaps to 

be: the lack of HRM resources, skeptical attitudes toward human resource 

management, lack of time for developing HRM, and top management’s education 

about managing human resources and social capital. Only few companies believe 

that their current human resources will be enough to overcome the obstacles. SMEs 

still seem to have a concern over the number and quality of their resources for the 

case that the company grows or the market changes rapidly. Moreover, 29 % of the 

CEOs and 38 % of the HR correspondents consider the state of their human 

resource management to be alarming. They believe to meet some serious and 

critical challenges in the future. In order to overcome the future challenges, 21 % of 

these SMEs believe that they need more knowledge, competencies and training for 

their personnel. A more systematical human resource management seems to be 

needed in most of the SMEs. There is a need to place greater emphasis on such 

HR competencies that add the greatest value to the business and knowledge 

management processes. (Ulrich et al. 2013) 

 

Table 7. The state of resources in Finnish SMEs 

  CEOs HR correspondents 

Having enough resources and capabilities to respond to 
future market requirements 

52 % 50 % 

Evaluating company's staff's capability to respond to future 
challenges 

19 % 21 % 

Evaluating the state of HRM resources and skills to tackle 
the future obstacles 

5 % 5 % 

 

5.3. Processes for implementing successfully knowledge management 

 

SMEs have a clear absence of systematic knowledge management processes 

(Wong & Aspinwall 2005; McAdam & Reid 2001). Also, Finnish SMEs have 

implemented knowingly or unknowingly some knowledge management processes 

as part of their daily routines which are not managed systematically as part of a 

knowledge management program. According to Wee and Chua (2013), if an 

organization is managing organizational knowledge successfully, there will be no 

loss of knowledge whenever a member of personnel leaves the organization. In 
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SMEs, common knowledge appears only from the overlapping responsibilities of 

employees and therefore, SMEs need to ensure that as many employees as 

possible have the knowledge and capabilities of other jobs as well. According to 

Desouza and Awasu (2006) common knowledge helps SMEs to manage and 

prevent knowledge loss. Table 8 presents the summary of the evaluations of the 

knowledge management processes and activities managed in Finnish SMEs.  

 

One of the processes Finnish SMEs seem to have adopted is the deputy system, 

which enables employees to work as their colleagues’ substitute. According to 

CEOs the average of a managing deputy system being in place in SMEs is 4,05 and 

according to HR correspondents the average is 3,83. Moreover, every SME seems 

to manage deputy system at least at some level. For SMEs, 45 % of the CEOs and 

36 % of the HR correspondents consider their deputy system to be implemented 

and managed well or very well. According to 64 % of the HR correspondents, the 

level of exploiting the full potential of their deputy system tends to be still quite low.  

 

“This is managed better in some functions than others, like financial 

management for example. Their jobs are not solely depending on one 

person. Of course all the jobs are like that in a way and basically there are 

no jobs that are solely dependent on one person. On summer holidays we 

use a deputy system and every person has a substitute and so on. We did 

not have any reason, to organize a constant deputy system.” CEO, company 

Z 

 

“We do have it partly. Only with employees that are able to substitute one 

another.” CEO, company Q 

 

“They have it probably in the production function. Production employees are 

able to work in various workstations, but for example, I would not have the 

ability and knowledge to substitute my other HR colleague.” HR 

correspondent, company Q 

 

Some of the SMEs have implemented the process of job rotation which seems not 
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to be adopted successfully in many SMEs. The evaluated averages are 3,02 

according to CEOs and 2,41 according to HR correspondents. 19 % of the CEOs 

and 5 % of the HR correspondents consider their SMEs to have implemented job 

rotation well or very well. On the contrary, 95 % of the HR correspondents and 79 

% of the CEOs suppose that their companies have adopted and implemented this 

knowledge management process poorly. In other words, this means that most SMEs 

have not fully exploited the benefits of job rotation processes.  

 

“Not very well, sometimes we change. If someone would like to do something 

else than his/her current job, we could try to see if we could do something 

about it.” CEO, company Q 

 

“Clerks do not have it, but the production does.” HR correspondent, company 

Q 

 

Many SMEs have implemented the process of systematic recruiting. Approximately 

half of the companies are having systematic operating models for managing the 

processes of recruiting. According to 55 % of the CEOs and 45 % of the HR 

correspondents, systematical recruiting models are managed well or very well in 

their SMEs. It seems interesting that 5 % of the HR correspondents do not know if 

their company has implemented any systematical processes of recruiting. 

Recruiting is part of the human resource management. Therefore, it is often 

assumed that HR correspondents are aware if their companies have adopted a 

systematical recruiting model for recruiting. Apparently in many SMEs, HR 

correspondent are responsible only for certain tasks (payroll, well-being, etc.) and 

often not for recruiting. There are many SMEs where the CEOs are solely 

responsible for recruiting. 

 

“I recruit and choose all the employees and I have completely independent 

authority to recruit them. Sometimes the executive management is more 

involved and sometimes less when choosing the suitable clerks.” CEO, 

company X 
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SMEs have implemented some approaches and processes for developing their 

employees’ capability to work and enhancing their well-being. According to 74 % of 

the CEOs and 64 % of the HR correspondents, their companies are managing these 

processes well or very well. However, 21 % of the CEOs and 33 % of the HR 

correspondents reveal that they have implemented some processes, but these are 

seen to be managed below the average. The average of the CEOs’ responses is 

5,0 while HR correspondents’ evaluation of this process is 4,63.  

 

Social activities will enhance storing both individual and organizational knowledge 

more effectively (Yang & Wan 2004). Companies should find a systematic and 

standardized way for sharing and leveraging their knowledge throughout the 

company. This process should be part of their daily routines and should not lead to 

any disruptions of daily operations (Anderson & Boocock 2002). In SMEs the 

superiors seem to actively hold meetings with their employees. According to both 

perspectives, the average of actively holding meetings in SMES is over 5,0. CEOs 

evaluate the average as 5,29 and HR correspondents as 5,04. Meeting periods vary 

among SMEs, 67 % of the SMEs are holding meetings actively and 31 % them are 

holding meetings a bit more rarely. Approximately 60 % of the SMEs are giving 

systematical and regular feedback to their employees about their individual 

performance appraisal. Communication about the state of the company and one’s 

performance, also seems to be managed well in SMEs. 

 

To improve knowledge processes and knowledge sharing, companies need to 

create communication channels where knowledge sharing is established with 

companies’ external entities (Lee & Lan 2011). Knowledge networking is a dynamic 

process in which knowledge, expertise and experiences are shared, developed and 

evolved. It helps SMEs to establish new levels of interactivity, usability and 

understanding across groups, communities and organizations. (Fink & Ploder 2009) 

Finnish SMEs rarely implement different kinds of collaboration partnerships with 

their external counterparts. 69 % of the CEOs and 83 % of the HR correspondents 

revealed that they do not have any collaboration partnerships with their external 

stakeholders. Only 24 % of the CEOs and 10 % of the HR correspondents state that 

their SMEs implement collaboration partnerships at least at some level. According 
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to CEOs, implemented collaboration partnerships are often different kinds of get-

togethers, training and educating, exchanging capacity and employees among each 

other or developing knowledge and collaboration during different projects. HR 

correspondents revealed that they use collaborations mostly in training and 

consulting. 

 

“Yes, capacity for example. We are able to use employees mutually and we 

are also able to switch jobs. Then payroll and bookkeeping of course. Also 

this LEAN-project partnership, which is a very important strategical partner. 

It is the same objectives brought forth and some projects are combined with 

others” CEO, company Y 

 

Table 8. Processes and activities managed in Finnish SMEs 

  CEOs HR correspondents 

Deputy system 45 % 36 % 

Job rotation 19 % 5 % 

Systematic recruiting 55 % 45 % 

Processes that ensure and develop employees' well-
being 

74 % 64 % 

Managers holding meetings with employees 67 % 67 % 

Regular feedback discussions 62 % 60 % 

Establishing collaborative partnerships with company's 
external entities 

24 % 10 % 

 

5.4. Suitable culture for implementing knowledge management 

 

Some studies propose that a company’s culture is the most significant value for 

knowledge management implementation and that an appropriate culture fosters 

sharing knowledge and collaboration among employees (Nakra 2000). Culture has 

the strongest positive impact on knowledge management processes compared to 

other factors, because the culture determines norms, beliefs, and values regarding 

knowledge management approaches (Zheng et al. 2010). SMEs were asked 

questions about different approaches that have an influence on the culture. The 

summary of the approaches that are fostering knowledge-friendly culture are 

presented in table 9. 
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First, SMEs were asked if they have implemented a formal well-being program. 

According to 52 % of the CEOs, their companies have implemented a formal well-

being program. HR correspondents’ perspective tends to be more critical and 40 % 

of them consider that their SMEs have implemented this kind of program. 5 % of the 

CEO’s and 5 % of the HR correspondents did not know, whether they had any formal 

well-being program implemented or not. Even though more than half of the SMEs 

do not have adopted a formal well-being program itself, they seem to have budgets 

for managing well-being programs. 57 % of the CEOs and 43 % of the HR 

correspondents revealed that they have budgets for well-being programs. In fact, 10 

% of the HR correspondents did not know whether they have budgets for 

implementing well-being programs or not. 

 

“We have thought about the well-being program with my colleague, who I am 

planning these HR approaches and processes with. We have one external 

agent concerning our organization’s well-being program, whose tool we are 

utilizing. With this tool we are encouraging our employees to do sport in their 

spare time and to feel better during their work. We have also thought that we 

could possibly allow sport activities in the middle of the workday. We have 

been thinking of this kind of well-being program, for example. And of course 

we have clarified our values, which guide our work community’s well-being 

and collaboration. But we need some kind of formal and systematic policies 

or program. In order to understand what is good collaboration, good feeling 

in the office and what it could possibly be. And this is something I am aiming 

to develop further.” HR correspondent, company Z 

 

Social interactions facilitate employees to gather irregular resources and information 

from scattered locations within an organization. Social activities will also enhance 

storing both, individual and organizational knowledge, more effective. (Yang & Wan 

2004) 67 % of the CEOs and 50 % of the HR correspondents told that their SMEs 

organize different kinds of events that help to build a constructive and collaborative 

atmosphere in their companies. SMEs were asked to specify which kinds of events 

they mostly organize to improve their organizational culture. Almost every SMEs 

representative mentioned some kinds of events that they systematically and 
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regularly organize. Most of the SMEs organize different kinds of social events a few 

times a year. These events are mostly some kind of get-togethers or other evening 

entertainments (mostly during Christmas time and before summer holidays), doing 

sports together and going on trips. These events are mostly organized to help 

building trust and collaboration among employees. Some companies let their 

employees decide about what they would like to do and where they would like to go 

together. Many of the SMEs are also organizing events where collaboration and 

building trust is combined with learning. These kind of events are for example: 

breakfast once a week, different study trips and workshops for developing business, 

operations or processes (for the whole company or a certain team). Some 

companies also mentioned the difficulty to arrange spare time events, because the 

participation is very low.  

 

“Yes, I would say that my evaluation is 5,5. We have this annual trip, which 

has been abroad. Then we have annually Kickoff, Christmas party, monthly 

afterworks, some farewell parties, team days, and other events of this kind. 

Also some client events.” CEO, company Z 

 

Different type of values will lead to different types of knowledge management 

behaviors. Values such as openness, trust, and sharing will lead to positive 

knowledge management behaviors, which will further lead to increased 

organization’s efficiencies and innovation. On the other hand, restrictive and 

unsupportive values will lead to undesirable outcomes such as inefficiencies, for 

instance. (Alavi et al. 2005) CEOs and HR correspondents had opposite 

perspectives about developing the company’s working policies and workplace’s 

common mindset. 67 % of the CEOs consider that the level of developing a common 

mindset and policies is managed well or very well. The rest, 33 % of them, consider 

that the development of a common mindset and policies are managed poorly. 

However, only 31 % of HR correspondents consider this approach to be managed 

well or very well and 64 % of the HR correspondents tend to see that this approach 

is managed weakly. Furthermore, it will increase the organizational performance. 

(Ling 2011) With a collective mindset, the personnel may understand the reasons 

and benefits behind the need to implement knowledge management approaches 
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(Wong & Aspinwall 2004). Shared experiences, beliefs and meanings combined 

with collective consciousness have an influence on organizational learning and on 

the ability to change which again has a positive impact on the SME’s competitive 

advantage (Chouke & Armstrong 1998). 

 

“The investment into the development of common policies and mindset has 

been changed in five years. Because of the new generation of owners and 

family business.” HR correspondent, company Q 

 

Participants were asked if they intervene in their work community’s inflamed 

situations. Again there are highly different perspectives among CEOs and HR 

correspondents. The average of the CEOs’ responses is 5,68 while the HR 

correspondents’ is 3,90. Furthermore, 88 % of the CEOs consider this approach to 

be managed well or very well in their companies. While only 45 % of the HR 

correspondents consider this approach to be implemented well or very well. Lastly 

10 % of the CEOs and 43 % of the HR correspondents consider this approach to be 

not managed at all or to be managed poorly. CEOs are often not aware of these 

inflamed situations. Therefore, they are not even able to intervene in these 

situations. HR correspondents, on the other hand, operate more closely with 

employees and are more aware of these situations. 

 

“It has been rather traditional for a long time, but there are difficulties with 

young employees when I go to complain about something.” CEO, company X 

 

Table 9. Approaches of managing culture in Finnish SMEs  

  CEOs HR correspondents 

Formal well-being program 52 % 40 % 

Annual budget for well-being program 57 % 43 % 

Organizing different events 67 % 50 % 

Developing working policies and common mindset 64 % 31 % 

Interposing in work community's inflamed situations 88 % 45 % 
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5.5. The training and educating of company’s personnel and management 

 

It is essential for SMEs to establish proper training programs in order to receive 

continual organizational learning (Lee & Lan 2011). SMEs were asked to evaluate 

their state of training and education planning for their employees. Table 10 presents 

the summary of training and education approaches managed in Finnish SMEs. This 

part of the annual planning seems to be managed rather well in SMEs. The majority, 

59 % of the SMEs, are managing training planning systematically and 33 % of the 

SMEs think this approach is not implemented yet. Many SMEs that have not yet 

adopted this approach, are considering implementing training planning for their 

employees soon. 

 

“We have not done training plans before, but it is coming soon, because I 

want to build an annual clock for training to develop our state of knowledge. 

This is the plan, but we do not have it yet.” HR correspondent, company Z 

 

“It is very weak. We need to do something in order to improve this.”  CEO, 

company Q 

 

SMEs were asked if they are implementing some other capability or competency 

planning. The evaluated average according to CEOs is 4,13 and 3,31 according to 

HR correspondents. The results show that there is again a significant difference 

between CEOs’ and HR correspondents’ perspectives. 43 % of the CEOs and 24 % 

of the HR correspondents consider this approach to be managed well or very well. 

On the other hand, 71 % of the HR correspondents consider this approach to be not 

managed at all or managed poorly in their companies. In addition, 48 % of the CEOs 

revealed that they make budgets for knowledge development and management. In 

contrast, only 31 % of the HR correspondents consider that there are budgets for 

managing knowledge development. 45 % of the CEOs and 52 % of the HR 

correspondents revealed that they have no budgets for knowledge development. 

Moreover, 17 % of the HR correspondents did not even know if there are any 

budgets for managing this approach.  
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“No. We do not formulate the budget in any operations.” CEO, company Z 

 

SMEs’ state in organizing different kind of training seems to be managed rather well. 

The average of this approach, according to CEOs is 5,20 and to HR correspondents 

4,70. While HR correspondents seem to have a more critical view of the company’s 

training, 69 % of the CEOs consider that their SMEs organize different training at a 

good or very good level. HR correspondents suggest that 57 % of the SMEs 

organize training at a good or very good level. Furthermore, 26 % of the CEOs and 

43 % of the HR correspondents evaluated this aspect to be managed poorly. There 

is a contradiction between CEOs’ and HR correspondents’ perspectives. HR 

correspondents tend to see this issue more critical than CEOs. 

 

Gaining and developing employees’ professional knowledge seems to be managed 

well in SMEs. The average of the CEOs’ responses is 5,32 and of the HR 

correspondents’ 4,79. There are no SMEs that have not implemented any 

professional knowledge development approaches at all. According to CEOs, this 

approach is implemented and managed well or very well in 81 % of the SMEs. While 

only 57 % of the HR correspondents agree that professional knowledge 

development is managed that well. Many SMEs appear to encourage their 

employees to educate themselves in their spare time. Many SMEs are organizing 

certain school diplomas to be accomplished while working. Some SMEs give (paid) 

days off for studying or offer support and salary for writing a thesis or other 

educational approaches. Many SMEs are organizing different kinds of training with 

their importers, for example, concerning the products and services they offer. SMEs 

offer the possibility for independent learning (eLearning and courses, for example) 

while the employer pays the costs. Some SMEs are organizing events and projects 

where knowledge is shared, created and utilized among employees. During these 

projects different forms of teams are built to encourage different kind of learning and 

knowledge sharing. Few SMEs also mentioned regular feedback to be one of the 

methods they use for developing their employees’ knowledge and capabilities. 

Feedback is often given during meetings or feedback discussions. 
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“Professional knowledge development is dependent on the employee 

himself. Designers are accomplishing software training.”  HR correspondent, 

company Q 

 

In order to be up-to-date, a few SMEs constantly observe their external market, 

competitors and other companies. SMEs also organize training based on the 

external changes. Some companies are also following other companies to find good 

examples in improving their own businesses. After finding the solution, they 

organize suitable training for their employees. One company mentioned that 

developing knowledge is one of their key values and knowledge development is 

encouraged daily in their SME. 

 

Also the state of systematical onboarding appears to be managed well in SMEs. 

The average of CEOs’ response is 5,13 and of HR correspondents’ 4,93. In 67 % of 

the SMEs, onboarding is implemented and managed well or very well. 

Approximately one third of the SMEs’ onboarding is managed less systematically. 

The reasons for managing onboarding this well may be because SMEs have also 

implemented peer learning well.  

 

Job rotation and peer learning appears to be one of the most used knowledge 

management development methods that Finnish SMEs tend to successfully utilize. 

In peer learning, a knowledgeable and capable employee teaches other employees 

(new and old employees) by working together with them. This way, the tacit 

knowledge is transferred successfully to other employees. There would be less 

employees that solely hold irreplaceable and valuable knowledge in their minds. For 

example, one company informed that their best sales persons take their (both new 

and old) colleagues to his/her customer appointments in order to transfer tacit 

knowledge. The person who is in the learner’s position is able to observe the 

situation and understand the things that are difficult to be transferred verbally. 

 

The participants were further asked if they develop their manager’s and superiors’ 

leadership and management skills. The average of the CEOs’ responses is 4,58 

and HR correspondents’ 4,0 which means that this approach is managed quite well 
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in SMEs. Statistically 55 % of the CEOs and 45 % of HR correspondents consider 

their SMEs to have implemented managers’ and superiors’ training and educating 

approaches well or very well. On the other hand, 40 % of the CEOs and 48 % of the 

HR correspondents believe that their companies are not systematically training their 

managers’ leadership skills at all or only poorly.  

 

“This is in the worst shape at the moment. We have not had any training, but 

we have had some leadership training over the years.” CEO, company X 

 

“Yes, this would be around 5, but there have been some hardcore managers 

that have been recruited, so we did not have to train them. We have 

accomplished some leadership training for foremen. I have accomplished a 

course for CEOs” CEO, company Y 

 

Participants were asked if their managers and superiors get systematical feedback 

about their management and leadership skills. The CEOs’ and HR correspondents’ 

perspectives differed again significantly. The average of the CEOs’ responses is 

4,58 and of HR correspondents’ 3,22. However, 74 % of the HR correspondents 

considered this approach to not being implemented and managed at all or managed 

poorly. 14 % of the HR correspondents did not know if there are implemented 

approaches for giving feedback systematically. Furthermore, 40 % of the CEOs 

considered that their managers do not get feedback systematically and regularly. 

Participants were asked to specify, how feedback is given to their managers and 

superiors. In most SMEs, the superiors’ and manager’s own manager is giving 

him/her feedback in a formal feedback discussion session. In some SMEs, 

managers and superiors get feedback through different kinds of questionnaires, 

which mostly measures: employees’ work satisfaction, their well-being at work and 

company’s overall work environment. Some managers/superiors get feedback also 

during his/her employees exit interview. In some SMEs, feedback is only given when 

problems arise. 
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Table 10. Training and education approaches managed in Finnish SMEs 

  CEOs HR correspondents 

Budget for knowledge and competence development 48 % 31 % 

Systematical onboarding model 67 % 67 % 

Annual training planning 60 % 60 % 

Other planning for developing knowledge and capabilities 43 % 24 % 

Organizing trainings 69 % 57 % 

Developing employees' professional knowledge 81 % 57 % 

Arranging leadership skill trainings for managers 55 % 45 % 

Systematically giving feedback for superiors and 
managers for their management skills 

55 % 12 % 

 

5.6. HRM activities for fostering successful knowledge management 

 

SMEs were asked if they have a full-time employee that is responsible for managing 

human resources. 87 SMEs participated in this study and only 42 of them have a 

HR correspondent, who is responsible for human resource management tasks. 

Approximately half of these 42 companies have an employee who operates full-time 

in managing human resource tasks. It is interesting that 7 % of the CEOs and 5 % 

of HR correspondents do not know if they have a full-time HR correspondent 

operating in their SME. Table 11 presents the summary of the evaluations of the 

HRM approaches managed in Finnish SMEs. 

 

“Well, I would say that this one person is completely responsible for our 

operational activities and tasks” CEO, company Y 

 

“I would say that there is one person who is mostly responsible for the tasks 

and others help her, but no one is working full-time on HR tasks.” CEO, 

company Z 

 

“HR tasks have been divided between at least three persons. Among two 

employees and the CEO.” HR correspondent, company Q 

 

Participants were further asked what kind of HRM tasks they are managing. It 

appears that in many SMEs the person responsible for the financial department is 
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also responsible for managing HR tasks. This appears especially if the person is 

working with payroll. These HR correspondents seem to manage recruiting, 

onboarding, staff development, employees’ training and education, legal issues 

concerning employment, ensuring employees well-being, supporting managers, 

developing managers’ leadership skills, and measuring employees’ performance 

among other tasks. HR correspondents tend to mostly manage operational tasks 

and they are rarely involved in strategical operations. In some of the SMEs, CEOs 

are responsible for all the HRM tasks, even though there is a HR correspondent 

operating in the company. According to Ramlall (2006) it is an issue that in SMEs 

HR professionals use most of their time functioning as internal consultants and the 

least time is spent with collaborating with senior executives on business strategy 

formulation. There is a clear need to emphasize on developing this competency also 

in Finnish SMEs. 

 

According to Desouza and Awasu (2006) SMEs have facilitated knowledge loss by 

promoting employees within the company and avoiding to hire an outsider for senior 

positions. Finnish SMEs do not tend to compose internal career plans for their 

capable and valuable employees. This approach is evaluated below the average, 

which means that the average of the CEOs’ responses is 3,49 and of HR 

correspondents’ 3,00. According to 36 % of the CEOs and 19 % of the HR 

correspondents, career planning for their valuable and capable employees is 

managed well. But there are no SMEs that are managing career planning very well. 

12 % of the HR correspondents did not know whether there are any career plans 

made for their employees or not.   

 

“Yes, I would say 5. I think it should be clarified and the communication 

should be developed, but otherwise we compose them.” CEO, company Z 

 

“If there is a good guy then we talk about the possibilities.” CEO, company Q 

 

Succession planning is one of many organizational functions, where knowledge-

based approaches are proved to be critical (Draganidis & Mentzas 2006) especially 

for SMEs’ survival (Egbu et al. 2005). Succession planning approaches provide 
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systematic identification of the skills, knowledge, capabilities and behaviors needed 

to meet current and future selection needs (Draganidis & Mentzas 2006). The 

process of succession planning is managed unsystematically and poorly in most of 

the SMEs. The average of the CEOs’ responses is 3,15 and of HR correspondents’ 

3,53. Moreover, 76 % of the CEOs and 52 % of the HR correspondents told that the 

process of succession planning is not implemented or is only remotely implemented 

in their SMEs. According to 19 % of the CEOs and 33 % of the HR correspondents, 

systematical succession planning is managed well or very well in their companies. 

Lastly, 14 % of the HR correspondents did not know if there are any approaches 

implemented for succession planning.  

 

“Well, I guess not very systematically and it is not documented, so I would 

say number three. I would add that if there are some critical positions, then 

we think what if and so on.” CEO, company Z 

 

“In the situations when employees are retiring.” CEO, company Q 

 

“We do. They are solely CEO’s thoughts and ideas. Last year one person left 

the company and we thought together about it, but this is not documented.” 

HR correspondent, company Q 

 

SMEs are systematically asking their previous employees about the reasons for 

leaving the company and the job. The average of the CEOs’ responses is 5,05 and 

of HR correspondents’ 4,47. This means that this approach appears to be managed 

rather well in SMEs. According to 69 % of the CEOs and 43 % of the HR 

correspondents, this approach is managed well or very well in SMEs. Also in this 

case, 17 % of the HR correspondents do not know whether this kind of process is 

implemented in their companies or not. There is a clear need to have appropriate 

measures in place to tackle the challenges of knowledge loss by staff turnover. 

(Durst & Wilhelm 2012). 

 

“We have conversations with every employee who is leaving. We do not know 

if they are telling the truth. Mostly the reason for leaving is a fixed-term 
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contract or the employee gets a position that is related to his/her own field of 

study or interests” CEO, company Q 

 

In cases where an employee does leave the company, processes and resources 

need to be available that will quickly and efficiently fill the void of lost knowledge 

(Desouza & Awasu 2006). Therefore, there is a clear need for a proper codification, 

storing and sharing processes to be installed in order to tackle the problems which 

arise from knowledge loss. Knowledge needs to be converted and recorded into a 

form, that can be utilized immediately by other members. (Wong & Aspinwall 2004) 

Participants were asked if they systematically transfer the knowledge from 

employees who are leaving the company. HR correspondents have evaluated the 

average in knowledge transferring approaches to be 3,92, while CEOs have 

evaluated it a bit more positively and their average is 4,28.  Moreover, 48 % of the 

CEOs and 40 % of the HR correspondents consider their systematic knowledge 

transferring approach to be managed well or very well.  

 

 “Our goal is that every position is trained and there are no such sectors and 

divisions where the knowledge is dependent solely on one person. I would 

say 4, because we anticipate it systematically.” CEO, company Y 

 

“We do, but mostly it is only briefing the most important things. So, we are 

not transferring strong individual’s human capital and knowledge.” CEO, 

company Z 

 

“If the leaving person is a key employee, then yes.” CEO, company Q 

 

“No documentation. A lot of tacit knowledge.” HR correspondent, company 

Q 
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Table 11. HRM approaches managed in Finnish SMEs 
 

CEOs and HR correspondents were asked to name three of the most important 

HRM approaches or processes that their company should develop and improve first. 

The results are divided into categories and they are presented in table 12. 

Categories are generated based on Wong and Aspinwall’s (2005) eleven key 

success factors for successfully implementing a knowledge management program. 

There was only one company where both, CEO and HR correspondent, did not 

mention any approaches or processes that have a positive influence on knowledge 

management implementation. There were only 7 companies, where the CEO did 

not mention any approaches or processes that promote the successful 

implementation of knowledge management programs.  

 

Table 12. HRM approaches that should be improved first according to 

representatives 

  CEOs HR correspondents 

Management and leadership support 38 % 50 % 

Culture 12 % 29 % 

Strategy 7 % 5 % 

Training and education 12 % 24 % 

Motivational aids 19 % 14 % 

Processes and activities 52 % 36 % 

Human resource management 5 % 21 % 

Measurement 7 % 10 % 

Resources 2 %   

IT   5 % 

 

CEOs and HR correspondents consider management and leadership support to be 

one of the most important approaches to be developed first in the SMEs. The 

 CEOs HR correspondents 

Full-time HR correspondent responsible for only 
HR tasks 

55 % 45 % 

Succession planning 19 % 33 % 

Career planning 36 % 19 % 

Finding out the reasons for employees' leaving 69 % 43 % 

Systematical knowledge transferring when 
employees leave 

48 % 40 % 
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superiors’ and managers’ management and leadership skills need to be further 

developed and improved. In addition, 5 % of the HR correspondents and 2 % of the 

CEOs pointed out that also the CEO’s managerial skills need to be developed. 

Owner-manager’s education is also one of the biggest issues in SMEs according to 

Haksever (1996). CEOs and HR correspondents indicate that support, leadership 

and management skills have significant influence on efficiency, culture and work 

environment, achieving common and individual goals, only to name a few. Few 

CEOs also see the importance of developing a managers’ managerial skills, 

because managers and superiors have a significant influence on employees’ 

motivation. 

 

“Me solely. I think this amount starts to reach the limit. There is 35 of us and 

then there are interns and summer employees. Sometimes the number of 

employees is 40 and that is pretty much … I do not know if I would need any 

training. I had my best management education in the army back in the days. 

I do not know. It has also changed, I have noticed it, when I have been there. 

It does not work the same way anymore, but on the other hand, the top 

management sees that I would be the last one that needs training.” CEO, 

company X 

 

“There is a chronic shortage of time for management and leadership work. It 

is partly due to the number of superiors and managers and partly the other 

tasks that they need to handle. I would say the situation is between two and 

three. It is challenging at the moment. We have a clear need to improve in 

this aspect.” CEO, company Z 

 

“We are improving that and I recognize a challenge for our company in this 

matter. In my opinion, there is not enough managers compared to the amount 

of our employees. I see that despite of the size of the team, every manager 

has a lot of their own operational tasks. I would personally like that our 

organization would go to the direction, in which our managers would have a 

certain amount of time, for their own tasks and certain number of managerial 

tasks. Not that these managerial tasks would be left for homework. I would 
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like to balance our managers working weeks and tasks so that we could really 

think that they have allocations for managerial tasks.” HR correspondent, 

company Z 

 

“Mostly the time is spent to handle the operational tasks and less time is for 

handling managerial tasks.” CEO, company Q 

 

Together with management leadership skills and support, processes and activities 

are also seen as one of the most important approaches to develop first in the HRM 

function. More than half of the CEOs (52 %) and 36 % of the HR correspondents 

mentioned different processes that their companies need to develop in order to be 

more successful. According to CEOs and HR correspondents such processes and 

activities like staff planning, recruiting, onboarding, job rotation, deputy system, 

succession planning, systematically creating and managing knowledge, transferring 

knowledge, documenting, and retaining key employees are seen important to 

develop. It is interesting that only 5 % of the HR correspondents (and none of the 

CEOs) highlighted the importance of proper and suitable IT systems, that facilitate 

and support above mentioned processes and activities.  

 

Nearly one third (29 %) of the HR correspondents and 12 % of the CEOs highlight 

the importance of collaborative culture. A friendly and supportive environment is 

seen as the basis of successful development and motivation, but many SMEs seem 

to lack of trust between top management and employees. However, according to 

Hislop (2009) sharing and transferring knowledge need the existence of a trusting 

relationship between individuals. Lack of trustful relationships has negative 

influence on the culture. CEOs and HR correspondents also pointed out that their 

employees are not treated equally and there are no common rules and policies in 

many SMEs. In order to promote common corporate mindset, top management has 

to create conditions for sharing knowledge and collaboration among employees 

across every function of the organization (Valmohammadi 2010).  

 

The CEOs of Finnish SMEs appear to realize that a supportive and friendly culture 

has a significant influence also on employees’ motivation. Which furthermore 
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influences employees work performance and the length of their career path. 

Employees need to be motivated to support the change initiatives and strategic 

goals of their firms (Graham & Tarbell 2006). 7 % of the CEOs and 5 % of the HR 

correspondents are creating a supportive culture by engaging their employees in 

developing company’s strategy, processes and systems. Some SMEs for example 

utilize initiative system for improving employees’ involvement in developing 

processes and operations. CEOs and HR correspondents believe that this approach 

has a positive influence on engaging employees and their unique information about 

customers and products (for example). That can be used to further develop these 

approaches.  

 

“Yes, we have an idea and initiative box, but no one ever uses it. But it is not 

the only way and most of the initiatives come straight from the superiors, 

when he/she gets the idea. In my opinion this way is much better. I am now 

thinking more about the initiative system. It is not a clear model or there is no 

follow-up process or rewarding, combined with the ideas or initiatives. So it 

is not that systematic and clear and I give number five for this approach. We 

listen to those initiatives and ideas when they appear. Some of them are put 

into operation, but the structure is missing. Actually, I have to correct myself. 

We have quarterly “start-stop-keep” conversations, which have been carried 

out once for now. The idea is to discuss with the persons, which of our 

processes and models are working well, which processes should be 

continued, which approaches are not working well and should be stopped 

and lastly what new activities we need to create.” CEO, company Z 

 

Training and education is seen nearly as important as managing company’s culture. 

24 % of the CEOs and 12 % of the HR correspondents highlighted that both 

managers’ and employees’ training approaches should be addressed as one of the 

first and the most important approaches to be focused on. 12 % of the HR 

correspondents and 5 % of the CEOs addressed the need for overall training. Then 

12 % of the HR correspondents and 7 % of the CEOs specified the need for 

developing systematic training plans. Training plans help SMEs to understand their 
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employees’ competencies deeper. Which helps them to exploit their knowledge 

resources better.  

 

“Not at the moment. We have talked about the training plan and LEAN-projects 

and these kinds of project plans. After that; we are planning some training plans. 

Few years ago we had this kind of training plan for employees with our service 

producer and we developed our employees’ skills to use their product more 

effectively.“ CEO, company Y 

 

According to Rynes (2004) HR professionals or correspondents encounter a 

number of professional and emotional obstacles in balancing with competing 

stakeholder requirements and interests. Also, in Finnish SMEs HR correspondents 

and CEOs seem to have differences among their perspectives when it comes to 

evaluate the state of company’s approaches and processes. Moreover, their views 

related to the need to improve the approaches of human resource management 

tend to be rather contrary. 21 % of the HR correspondents addressed the clear need 

to improve and develop different human resource management approaches. While 

only 7 % of the CEOs highlighted the need for developing HRM processes and 

approaches. HR correspondents also addressed the need for forming systematic 

human resource strategy, the need to clarify the responsibilities of HR 

correspondent and HR functions, the need to have full-time HR correspondent who 

is mostly responsible for all the HR tasks (now it is often either CEO or finance 

manager), the need to develop and improve HR processes and systematical human 

resource management. 

 

CEOs and HR correspondents appeared to have a rather consistent view of the 

need to improve the approaches and processes of motivational aids. 19 % of the 

CEOs and 14 % of the HR correspondents mentioned the need to develop proper 

and suitable reward system. Also motivational aids that motivate their employees to 

achieve certain goals are valuable to the SME. To build a proper reward system, 

there needs to be clear objectives that can be measured. According to 7 % of the 

CEOs and 10 % of the HR correspondents consider the need to further develop the 

processes of measurement. SMEs mentioned the need for a systematical 
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measurement for measuring employees’ competencies, outcomes, and success of 

employees’ training. 

 

5.7. Motivating employees for sharing their knowledge 

 

According to Nunes et al. (2006) without a systematic effort, persistent strategic 

drive and appropriate reward system, capturing and sharing tacit knowledge is 

recognized to be very challenging for SMEs. Moreover, table 13 summarizes the 

state of motivational approaches that are managed in Finnish SMEs. 19 % of the 

CEOs and 14 % of the HR correspondents highlighted the importance to develop 

their motivational aids. Approximately 40 % of the SMEs define their personnel’s 

salaries based on the companies’ need and current situation. According to HR 

correspondents, none of the companies defines their personnel’s salaries mostly 

based on the current situation. Compensation is often based on the law restrictions 

and collective agreements.  

 

“This thing could be interesting to try, but I have heard that it is almost 

impossible to build it absolutely correctly, so that there would be all those key 

figures. Me and the site management have our own goals, key figures and 

measurement indicators now. A year or two ago we had an aggregation and 

now we are following these key figures monthly. We have also annual goals, 

but it does not have any influence on rewarding, if these goals are achieved. 

Financial resources are pretty poor and so is the culture of motivational aids 

and rewarding.” CEO, company X 

 

In order to manage knowledge management processes successfully, organizations 

need to develop motivation programs. Intrinsic, extrinsic and social rewards can 

motivate employees to create, share, transfer and disseminate new knowledge. 

(Yang & Wan 2004) SMEs were asked to describe, which forms of rewarding (other 

than salary) do they use for motivating their employees. SMEs seem to motivate 

their employees with both, monetary and non-monetary, rewarding. SMEs use 

monetary rewarding like performance rewarding, commissions, bonuses, fringe 

benefits and share ownership. SMEs’ non-monetary rewarding includes arranging 
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different kinds of events (Christmas parties, family days, bowling, dinner, etc.), 

collective activities (sauna evenings, sport activities, trips, etc.), paid day-offs, small 

gifts (birthday gifts, tickets, Christmas presents, etc.), positive feedback (individually 

and publicly), a “thank you” from the managers and top management, 

encouragement, succession planning, and a possibility to combine family-life with 

working.  

 

“Some employees want to have rather a day-off, than extra salary. We also 

thank our employees, because it is very important and we do it rather 

personally, than publicly.” CEO, company Q 

 

“Let’s say that the rewarding system is very wide and the salary is only a part 

of it, but of course we have training, succession planning, thanking our 

employees, encouraging, flexibility in working time, holidays and combining 

person’s family life. We have few company owned cars as well. So, yes, we 

have these types of rewarding.” CEO, company Z 

 

More than half of the SMEs (according to 55% of the CEOs and 67 % of the HR 

correspondents) do not have any group-specific performance rewarding. Only 40 % 

of the CEOs and 31 % of the HR correspondents propose, that their employees are 

rewarded if their group-specific goals will be achieved. According to Yan and Wan 

(2004), valuing individual achievement, hierarchy, and competitiveness among 

employees is one of the key issues in SMEs’. For fostering their culture, collective 

achievement and knowledge sharing should be encouraged. Finnish SMEs seem to 

set individual goals rather than group-specific goals. According to the CEOs, nearly 

half (48 %) of the SMEs tend to set individual goals for their employees at a high or 

very high level. HR correspondents propose that 57 % of the SMEs set individual 

goals at that high level. 

 

“We have a monthly bonus for the whole production department. We have 

not wanted to contribute team-specific rewards, because the employees 

would stop helping others.” CEO, company Z  

 



 94 

Motivational aid systems for rewarding managers’ and superiors’ successful 

management skills and offering support for their employees appear to be managed 

poorly in SMEs. The averages of the answers are below the scale average. The 

average of the CEOs responses is 3,18 while HR correspondents’ evaluated 

average is 2,38. According to 64 % of the CEOs and 76 % of the HR correspondents, 

superiors’ and managers’ successful management and support is rewarded poorly 

or is not rewarded in their SMEs. None of the companies are managing this 

approach very well. Moreover, 10 % of the HR correspondents did not know the 

answer and 10 % of the CEOs did not answer to this question. SMEs that are 

rewarding their superiors and managers for successful management, are often 

giving monetary bonuses, positive and encouraging feedback, a “thank you”, 

acknowledgements (superior of the year, for instance), and are arranging events 

and trips. Some SMEs have linked the rewarding from successful management as 

part of their overall compensation system.  

 

“I answered to this question, because we do not share bonuses for 

superiors/managers for their successful leadership/management. This is a 

part of a rewarding system that I want to improve next fall, because I feel that 

the most important indicators for managing leadership and management skills 

is how well is superiors team is doing and not based on superiors’ individual 

results.” HR correspondent, company Z 

 

Table 13. Motivational approaches managed in Finnish SMEs 

  CEOs HR correspondents 

Setting individual goals 48 % 57 % 

Setting group-specific goals 40 % 31 % 

Defining employees' salaries based on company's 
current situation 

40 % 43 % 

Rewarding managers and superiors for successful 
leadership 

26 % 12 % 

 

5.8. IT systems for supporting the knowledge management and internal 

communication approaches 

 

Information systems facilitate organizations to manage their knowledge more 
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systematically within and outside its boundaries (Egbu et al. 2005). Appropriate 

knowledge management technologies can be adopted for encouraging and 

nurturing knowledge storing and sharing practices (Yang & Wan 2004). Finnish 

SMEs do not seem to really highlight the importance to develop their HRM systems, 

in order to manage their human resources more efficiently or communication more 

systematically. They tend to manage their internal communication mostly by 

collaborating with one another. Moreover, Finnish SMEs do not tend to manage their 

information and knowledge formally or systematically. This is consistent with 

Desouza and Awasu’s (2006) findings that SMEs do not use technology to manage 

knowledge but people based mechanisms, such as face-to-face meetings, 

apprenticeship training methods, observations, etc. Finnish SMEs managed 

information and knowledge mostly with; open communication and conversations, 

briefing (weekly or monthly), meetings (among teams, functions or the whole 

organization), information boards, intranet, information letters from CEO (weekly or 

monthly), different events (breakfast or lunch among the whole organization or a 

certain function, for example), email, and social media channels (facebook, twitter, 

whatsapp, skype, etc.). There appears to be plenty of different kinds of approaches 

and systems for managing internal communication and knowledge, but only few 

approaches are for formal and systematical documentation. The issue with these 

approaches is that created and shared knowledge is immediately put into practice 

and is rarely stored in some technology system (Desouza & Awasu 2006). The 

advantage of the documentation is that the documents could be further used for 

utilizing and sharing the knowledge and also for promoting knowledge management 

processes. 

 

“We have weekly meetings, which are for clerks and then we have 

departmental meetings every other week for all the employees. Then we also 

have a monthly meeting for the whole personnel.” CEO, company Y 

 

“Meetings. Monthly meetings, information board, email and in the future we 

will have team-specific meetings as well.” CEO, company Q 

 

Information technology systems that are often used in organizations are combined 
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with various technologies. These can be information repositories, intranets, search 

engines, data filters, intelligent agents, and collaboration and communication tools. 

(Alavi et al. 2005) Technology is mostly used to acts of automation in SMEs and in 

some cases for informative purposes (Desouza & Awasu 2006). Finnish SMEs were 

asked what kinds of HRM systems they have adopted. Most of the SMEs have 

implemented an IT system for payroll computation, which is often further used for 

managing employees’ personal information. Less than one third of the SMEs are 

using some other IT system (than payroll computation) for managing their staff’s 

personal data. SMEs mostly seem to manage HR related information with such IT 

systems like Microsoft Excel and Microsoft Word. Some of the companies have also 

implemented software for tracking employees’ working hours. Only few HR 

correspondents announced their SMEs had a system for formal and systematical 

documenting.  

 

“We do not have any HRM systems. Excel has been sufficient.” CEO, 

company Q 

 

5.9. Measuring the outcomes and benefits of knowledge management 

approaches 

 

Linking knowledge management initiatives to performance outcomes might be not 

enough. More rigorous metrics are needed to evaluate knowledge management 

processes, benefits, and outcomes and help to explain the success of undertaken 

activities and processes. This would help organizations to plan their strategical 

actions for the future that could possibly help the company to improve their 

knowledge management performance. These metrics should assess work 

processes, the performance of management activities, as well as the quality of 

knowledge management processes. (Lee, Lee & Kang 2005) The summary of the 

measurement approaches that promotes knowledge management program are 

presented in table 14. 

 

SMEs were asked if they measure their company’s atmosphere and their 

employees’ satisfaction. CEOs and HR correspondents appear to agree about the 



 97 

state of measuring the working atmosphere and employees’ well-being. More than 

80 % of the SMEs systematically measure their employees’ satisfaction and working 

environment. On the other hand, it is interesting that 2 % of the CEOs and 2 % of 

the HR correspondents did not know whether these approaches are measured or 

not.  

 

“We have done it so rarely that no is the correct answer.” CEO, company Y 

 

“We have an employee satisfaction questionnaire and the results are sent to 

all employees. Afterword they will think of some suggestions for 

improvements together with their superiors/managers.” CEO, company Q 

“We have an employee satisfaction questionnaire and development 

discussions.” HR correspondent, company Q 

 

Moreover, organizations need to develop key performance measures and evaluate 

how certain knowledge management processes bring value to the organization 

Organizations appear to understand the importance of measuring intellectual and 

social capital, but they have not yet determined what these measures should be. 

(Chourides et al. 2003) Finnish SMEs were asked to evaluate their measurement 

approaches. First, they were asked if they measure the success of human resource 

management. In 7 % of the SMEs this activity does not seem to be measured at all. 

None of the SMEs are managing this approach very well. According to 50 % of the 

CEOs and 64 % of the HR correspondents, their SMEs are measuring the success 

of the HRM poorly. This measurement approach appears to be managed well in 40 

% of the companies according to CEOs. Also 19 % of the HR correspondents think 

it is managed well. There is a significant difference between the views of CEOs and 

HR correspondents and again HR correspondents’ views are more critical than 

CEOs’. Moreover, 7 % of the HR correspondents do not know if the success of HRM 

is measured or not in their company. It is interesting, because HR correspondents 

are mainly responsible for the HRM tasks and therefore, they should be aware, if 

these approaches are measured and if they are, then how. 
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“The success of the human resource management is measured indirectly. 

We have just launched a new form of development discussions, where our 

superiors/managers get feedback from their employees. At the same time, I 

have been nominated to be superiors’/managers coach and my responsibility 

is to somehow evaluate and measure the success of their leadership and 

managerial skills. I would say that this is at the level of three on the scale. 

This is certainly an approach that we will develop in the future.” HR 

correspondent, company Z 

 

SMEs were asked if they are measuring the state of their employees’ knowledge 

and capabilities. According to 45 % of the CEOs and 50 % of the HR 

correspondents, their companies appear to compose reports that describe the state 

of the personnel and their performance. These reports are further linked and 

compared to company’s overall performance. However, 48 % of the CEOs and 40 

% of the HR correspondents consider that their companies have not implemented 

such measurement activities yet. There is only small difference between the CEOs’ 

and HR correspondents’ perspectives. They seem to evaluate this approach mostly 

at the same level. SMEs were further asked if their companies are monitoring 

regularly and systematically company’s productivity and effectiveness. By 

measuring different human resource indicators. 74 % of the CEOs and 52 % of the 

HR correspondents find that this approach is measured in their SMEs and 24 % of 

the CEOs and 40 % of the HR correspondents find that this approach is not 

managed in their company at all. Moreover, 7 % of the HR correspondents do not 

know if this is measured or not. Often the CEOs of the SMEs manage also the 

operational HR tasks and HR correspondents simply do not know whether these 

approaches are managed or not. 

 

“We have certain indicators for measurement. We can think that we are able 

to follow our employees’ absence. We are able to compare employees’ 

individual differences in productivity and they can be compared between 

different departments. We can also measure what we are able to achieve, 

with this number of employees compared to others. So, we have purely these 

kinds of productional indicators, that help us to evaluate.” CEO, Company X 
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“We use man hour per revenue and we evaluate the situation. We are 

following it on a monthly basis. We invest a certain amount of hours and we 

check what kind of revenue we get with these hours. This shows roughly 

productivity.” CEO, company Y 

 

SMEs were further asked if they systematically arrange learning assessments for 

their employees. It appears that this measuring approach is managed rather poorly 

in SMEs. According to 10 % of the CEOs and 21 % of the HR correspondents, this 

approach is not managed at all. It is managed very well only in 2 % according to 

CEOs and 7 % of the SMEs according to HR correspondents. For the greater part, 

57 % of the CEOs and 50 % of the HR correspondents consider the state of 

systematically arranging learning assessments to be managed poorly or moderately 

in SMEs. Furthermore, 26 % of the CEOs and 14 % of the HR correspondents 

consider this approach to be managed well in their SMEs. It seems interesting, that 

7 % of the HR correspondents do not know whether learning assessments are 

implemented in their SMEs or not, because this information tends to be often in the 

head of CEOs. HR correspondents and CEOs seem to evaluate this approach 

similarly. The CEOs’ evaluated average is 3,60 and HR correspondents’ 3,24. 

However, the perspectives and evaluations of the state are seen rather differently. 

 

“Yes, we arrange learning assessments. Let’s say number 4, or it could be 

even 5. I do competence matrix for employees. It helps us to recognize the 

gaps and bottlenecks” CEO, company Y 

 

“Not like that and not that comprehensively. I wrote 4 anyhow. We are 

discussing about these things and we are partly aware of these things.  We 

have also exploited different competencies of our personnel in various 

situations. But we do not carry out these assessments comprehensively and 

systematically.” CEO, Company Z 
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Table 14. Measurement approaches managed in Finnish SMEs 

  CEOs HR correspondents 

Measuring the atmosphere and employees' well-being 81 % 88 % 

Measuring the success of HRM 40 % 19 % 

State of employees' knowledge and capabilities 45 % 50 % 

Monitoring regularly company's productivity and effectiveness 74 % 52 % 

Systematically composing learning assessments 26 % 14 % 
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6. DISCUSSION 

 

The analysis carried out on the results of this study are presented in this chapter. 

First, the knowledge management approaches that are managed well in Finnish 

SMEs will be presented. Secondly, knowledge management approaches and 

processes that are managed poorly in SMEs will be introduced. All the results are 

compared to findings from the literature and previous studies. After the analysis of 

the state of knowledge, management approaches and processes are conducted, 

the discussion continues focusing on the difference of CEOs’ and HR 

correspondents’ perspectives.  

 

6.1. Knowledge management approaches that SMEs manage well 

 

If a SME wants to reach long-term success in using knowledge management 

approaches, this often requires changes or improvements in the core operations of 

the business. Changes need to take place mostly in the company’s business 

strategy, business operations, culture and behavior. (Grover & Davenport 2001) 

Knowledge must be managed appropriately and systematically in SMEs. 

Knowledge management processes may be heavy in terms of costs, but if 

knowledge is not managed appropriately in SMEs, it can leave the company 

vulnerable to knowledge leakage. (Nunes et al. 2006) Most Finnish SMEs have 

successfully implemented some of the knowledge management processes, such as 

recruiting, systematical onboarding and peer learning. These operations seem to be 

managed well as part of the SMEs’ daily routines. 

 

Previous studies show that the weight of knowledge management processes 

appears to rest largely on the owner and not on the employees in SMEs (Desouza 

& Awazu 2006; Wong & Aspinwall 2004; Zhang & Sundaresan 2010). In the 

environment of SMEs, it is common that the decision-making and business planning 

are limited solely to one person (Culkin & Smith 2000). Owner-managers are often 

responsible for charting both, strategical and operational directions (Wee & Chua 

2013) and this is also found in Finnish SMEs. The decision-making process is 

centralized mostly to CEOs and they tend to be responsible for managing both 
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strategical and functional processes. This can be seen especially in the processes 

of recruiting, internal career planning and succession planning. Being involved with 

every aspect of the business means that manager’s personality, skills, behavior and 

attitudes have a significant influence on both, strategical and operational processes 

(Egbu et al. 2005). 

 

Owner-managers often control almost every aspect of the business and it may pose 

challenges in building an appropriate culture for knowledge management (Yusof & 

Aspinwall 2000). Offering a knowledge-friendly culture and increasing the level of 

trust through social interactions is one of the long-term strategies that is connected 

to a successful knowledge management program (Yang & Wan 2004). The culture 

of a SME is shaped by the personality and outlook of its owner-manager, since they 

have a strong influence on their company (Yusof & Aspinwall 2000). Also in Finnish 

SMEs, the culture of these companies seem to be shaped strongly by the 

personality and knowledge of the owner-manager. The CEOs have great influence 

on facilitating social interactions and most of them tend to highlight the importance 

of organizing different kinds of events for building a knowledge-friendly and 

collaborative environment. Building such a friendly culture in Finnish SMEs appears 

to be managed well according to owner-managers. HR correspondents consider 

that building friendly environments is not managed well enough. The contradiction 

between CEOs’ and HR correspondents’ views show that owner-managers may not 

be aware of the overall state of their culture and atmosphere. It is top management’s 

and leaders’ responsibility to set the guidelines for creating a supportive and 

collaborative environment in which knowledge creation and cross-functional 

learning can prosper (Wong & Aspinwall 2005). 

 

Collaboration among the members of staff and through social networks fosters a 

knowledge-friendly culture. With positive personal relationships in place, it is easier 

for SMEs to achieve the required knowledge-friendly culture. (Yang & Wan 2004) 

Finnish SMEs appear to organize different kinds of events to build a collaborative, 

constructive and friendly atmosphere and to strengthen personal relationships 

between employees. They also tend to organize both informal (like social 

gatherings) and formal events. Formal events often consist of social interactions, 



 103 

learning and knowledge sharing. However, some of the Finnish SMEs seem to face 

challenges in organizing different events, because their employees are not 

motivated to participate in these social events. The participation tends to be at a 

very low level in these SMEs. However, it is very important for SMEs to encourage 

their employees to participate in social interactions, because it promotes the spirit 

of teamwork among employees and fosters a knowledge-friendly culture (Ling 2011; 

Chin, Chan & Lam 2008). If SMEs face challenges in increasing their employees’ 

participation in informal events, they need to put extra emphasis to invent ways for 

their personnel to collaborate more closely and to create social and personal 

relationships among each other. 

 

Finnish SMEs appear to build a knowledge-friendly culture by addressing the 

importance of developing their employees’ capabilities and enhance their well-

being. They have implemented different kinds of processes and approaches to 

achieve this. Also previous studies confirm that it is essential for SMEs to establish 

proper training and capability development programs to maintain continual 

organizational learning (Lee & Lan 2011). If the company is not investing in training 

and education programs, this may result in employees not having the inevitable 

skills or capabilities to manage knowledge or to exploit knowledge management 

systems and tools (Wong & Aspinwall 2004).  

 

SMEs tend to avoid investing in their employees training, because of their resource 

constraints and lack of specific budgets. There is an absence in their processes for 

such an activity and therefore it is not managed properly. (Wong & Aspinwall 2004) 

In contrast to previous studies, training and education planning appear to be 

managed rather well in Finnish SMEs. They are likely to understand and highlight 

the importance of employees training programs. In addition, these Finnish SMEs 

that have not implemented employees training programs yet, are considering 

adopting this approach in the near future.  

 

Finnish SMEs organize different kinds of training for their employees to train their 

knowledge and capabilities. They encourage their employees to increase and 

develop their own professional knowledge during work as well as in employees’ 
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spare time. There are no SMEs that have not implemented any approaches for 

developing and increasing their employees’ professional knowledge. Finnish SMEs 

appear to manage training programs rather well, even though SMEs’ biggest 

efficiency gaps often appear in their training systems (Huggings & Weir 2012). 

 

To successfully organize trainings and training planning, organizations should build 

systematical approaches for measuring individual and organizational competencies. 

This approach would facilitate SMEs to efficiently and constantly create snapshots 

of the companies’ and employees’ knowledge and capabilities. SMEs would be able 

to utilize this information further to perform organizational and individual analysis. 

This way they could improve the efficiency and quality of their daily operations and 

processes. This approach facilitates SMEs for example to improve their selection 

activities and processes, reduce training and education costs, improve their human 

resource performance, improve retention and succession planning, and deploy the 

organization’s social capital more effectively and systematically. (Gangani et al. 

2004) Nearly half of the Finnish SMEs perform individual competence analysis in 

order to evaluate the state of their employees’ knowledge and competencies. 

Finnish SMEs have adopted approaches, such as composing reports and capability 

matrices to measure the competencies and knowledge of their employees. They 

also appear to systematically and regularly perform organizational analysis for 

evaluating productivity and effectiveness of the company. In order to conduct such 

analysis, they need to use different human resource indicators for measurement. 

Many of the Finnish SMEs also seem to perform an analysis of their company’s 

atmosphere and employees’ satisfaction regularly and systematically. 

 

Knowledge management approaches that seem to be managed well in Finnish 

SMEs are presented below (see figure 4). SMEs have adopted some of the 

processes that foster knowledge management implementation, even though they 

might not manage the overall approach well. Approaches are presented in green if 

SMEs have adopted at least some of the knowledge management processes as 
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part of their operations and if these processes are managed well. If the approaches 

are managed poorly or they are not managed at all, they are presented in grey. 

 

Figure 4. Knowledge management approaches managed well in Finnish SMEs 

(model based on Wong and Aspinwall 2005) 

 

6.2. Knowledge management approaches SMEs seem to manage poorly 

 

In order to successfully implement knowledge management programs, SMEs need 

to nurture their existing processes or develop suitable activities if they are still not in 

place (Valmohammadi 2010). It is the management’s responsibility to make sure 

that the company has adopted any required processes, which enable the company 

to tackle future challenges in order to stay competitive in an uncertain and strained 

economic position (Durst & Wilhelm 2012). Successful knowledge management 
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depends also from a clear strategy and purpose (Wong & Aspinwall 2005). Typically, 

the owner-manager is responsible for creating key business knowledge, developing 

strategies and maintaining relational capital (Man, Lau & Chan 2002). One of the 

long-term strategies that are connected to a successful knowledge management 

program is building a knowledge-friendly corporate culture and increase the level of 

trust through facilitating social interactions (Yang & Wan 2004). 

 

HR competencies add the greatest value to the business and knowledge 

management processes. Such competencies are aligning strategy, culture, 

sustaining change, practices, behavior, and connecting individuals through 

technology systems. There is a clear need to place greater emphasize on HR 

competencies in SMEs. (Ulrich, Younger, Brockbank & Ulrich 2013) The state of 

HRM resources and skills is weak and managed poorly in Finnish SMEs. Only 5 % 

of the SMEs seem to consider their HRM resources to be good enough to tackle 

future obstacles. HR correspondents addressed the need for forming a systematic 

HR strategy, and the need to clarify the responsibilities of the HR correspondent 

and HR functions. Moreover, they highlighted the need for full-time HR 

correspondents (currently the CEO or finance manager is responsible for HR tasks) 

and the need to develop and improve HR processes and systematical HRM to 

manage knowledge more efficiently.  

 

SMEs need more knowledge, competencies and training in the area of HRM to be 

capable to overcome future obstacles. SMEs need to adopt more systematical 

human resource management activities and processes that would help the company 

to successfully implement knowledge management program. Also previous studies 

confirm that there is a significant absence of systematic knowledge management 

processes in the HRM field (Wong & Aspinwall 2005; McAdam & Reid 2001). HRM 

functions need further improvement and development in their processes such as 

staff planning, job rotation, deputy system, succession planning, systematically 

creating and transferring knowledge, documentation. Additionally, retaining key 

employees needs to be further developed. These HRM processes have a positive 

influence on fostering a successful knowledge management implementation.  
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SMEs believe that they will face obstacles in the future especially because of their 

employees’ attitudes, superiors’ weak education and trainings, lack of flexibility, 

weak team spirit, change resistance and employees’ state of knowledge and 

capabilities. SMEs’ current amount and quality of their employees is not good 

enough to overcome all future obstacles. Many of their elder key employees are 

retiring soon and SMEs are facing difficulties in attracting and recruiting young and 

talented employees. Also the previous studies support this finding. Desouza and 

Awasu (2006) stated that SMEs are facing significant resource constraints in the 

capability of recruiting the most competent and talented persons. To successfully 

manage this challenge, the authors highlighted the need for having a high 

redundancy of knowledge resources and the fact that there cannot be any 

knowledge that is rare or retained in only one member’s mind. 

 

Even though most Finnish SMEs are organizing collaborative and social events for 

their employees and tend to manage their employees well-being systematically and 

well, Finnish SMEs still appear to encounter problems in company’s culture and 

motivating their employees. SMEs believe that their proficient and knowledgeable 

personnel is the key to tackle future challenges, but at the same time consider their 

personnel’s capabilities and motivation to be the greatest knot in overcoming future 

requirements and obstacles. Therefore, SMEs’ knowledge management 

approaches need to focus on creating a knowledge-friendly environment. This kind 

of environment has the greatest positive influence on successfully implementing 

knowledge management activities and processes (Zheng et al. 2010). Finnish SMEs 

seem to face challenges in building a collaborative and friendly culture. CEOs and 

HR correspondents appear to understand that a knowledge-friendly and supportive 

culture is the basis for successful development of a knowledge management 

program and that it has a great influence on the employees’ motivation. Culture 

seems often to be left without the great emphasize it needs. According to Liebowitz 

(1999), SMEs need to focus on creating a knowledge-friendly culture, because the 

success of knowledge management implementation is dependent on building 

appropriate culture by 90 per cent. Appropriate culture will inevitably increase the 

level of teamwork, openness to new ideas and sharing of knowledge amongst 
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employees (Goffee & Jones 1996) and therefore it is important for the approach to 

be managed systematically and well.  

 

In SMEs, employees are in a close relationship and communicating constantly with 

each other. Even though the conversations have nothing to do with business at 

hand, they help to build trustful and friendly environment in which knowledge sharing 

becomes more efficient. (Desouza & Awazu 2006) Past studies have identified a 

SMEs’ friendly environment of high levels of trust, social interaction and 

collaboration as factors, which encourage individuals for sharing their knowledge 

(Hamdam & Damirchi 2011; Wong & Aspinwall 2005; Politis 2003). Many Finnish 

SMEs seem to miss these factors. It appears that in many Finnish SMEs, employees 

are not treated equally and common policies are missing. Some SMEs are even 

facing trust issues between top management and employees. These kind of issues 

prevent knowledge sharing and building knowledge-friendly culture.  

 

CEOs and HR correspondents seem to have conflicting perspectives on the 

development of company’s working policies and the common mindset. CEOs 

consider this approach to be managed well, while HR correspondents state that this 

approach is managed poorly. Because of the contradiction among CEOs’ and HR 

correspondents’ perspectives, it can be concluded that this approach is not 

managed well in SMEs. For the promotion of knowledge management processes, 

top management have to remove all the obstacles that hinder the development and 

implementation of the knowledge management processes (Yang & Wan 2004). In 

order to promote a common corporate mindset, top management has to create 

conditions for sharing knowledge and collaboration among employees across every 

function of the organization (Valmohammadi 2010). 

 

Successful knowledge management, like any other management program, requires 

proactive leadership, support and commitment from organization’s top 

management. Leadership commitment is vital and this factor is seen to be the most 

critical factor for successfully implementing knowledge management in SMEs and it 

should be addressed first. (Valmohammadi 2010; Egbu et al. 2005; Yang & Wan 

2004; Horak 2000) Employees often follow their leaders’ actions (Hollenbeck, 
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McCall & Silzer 2006) and therefore, leaders and managers are playing an important 

role in acting as role models for their employees to show an example for the desired 

behavior regarding knowledge management (Ling 2011). CEOs and HR 

correspondents of Finnish SMEs evaluated their approaches for developing 

managers’ and superiors’ management and leadership skills to be systematical. 

Developing their managerial and leadership skills was mentioned as one of the most 

important human resource management approaches that need to be developed first 

in Finnish SMEs. CEOs and HR correspondents highlight the importance of 

developing superiors’ and managers’ leadership skills, because they have 

significant influence on the efficiency, culture, work atmosphere, as well as in 

achieving common and individual goals. They also have great influence on their 

employees’ motivation. SMEs need to emphasize managers’ training, because their 

skills and commitment influences also the way, knowledge is managed in SMEs.  

 

Even though, Finnish SMEs seem to manage training planning well, they also 

mentioned proper training and education to be one of the most important HRM 

approaches to focus on first. Finnish SMEs do not appear to manage knowledge 

and competency development systematically. Most of them do not assign budgets 

for competency and knowledge development processes. It is essential for SMEs to 

establish systematical and proper training programs which bring value to the 

company in order to establish continual organizational learning (Lee & Lan 2011). 

Finnish SMEs highlight the need to implement proper approaches for developing 

training and education processes for both, employees and managers. The need to 

develop training approaches, like systematic training planning and appropriate 

training, is also seen as one of the most important approaches to focus on and to 

develop first in Finnish SMEs. Only one company in the study mentioned that 

developing knowledge is one of their key values and knowledge development is 

encouraged daily in their organization. This particular SME was one of very few 

companies that encouraged their employees systematically on a daily basis to 

create and share knowledge. In contrast, most other Finnish SMEs appear to rather 

arrange poorly learning assessments for their employees and superiors to 

understand, what competencies and knowledge needs to be developed to tackle 

the future challenges. 
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Previous studies highlight that one of the biggest issues in training and education is 

the owner-manager’s education in SMEs (Haksever 1996). Most owner-managers 

have a lack of competencies of managerial skills (Wong & Aspinwall 2004; Haksever 

1996). Owner-managers’ competencies and skills need to be developed as well, 

because the success of SMEs is rather dependent on its owner’s skills, experience 

and knowledge, than on physical and financial capital (Man et al. 2002). This tends 

to be an issue in many of the Finnish SMEs as well. Owner-managers are also the 

ones responsible for employees training programs and their capabilities 

development in SMEs. Therefore, it is important that owner-manager’s lack of skills 

does not become an obstacle (Wong & Aspinwall 2004). 

 

In order to promote knowledge management processes, owner-managers should 

also involve employees in developmental processes. Employees in SMEs are in 

close contact with customers and the company’s products. Therefore, they have 

valuable knowledge about the product, customers and processes. Many of the 

Finnish SMEs do not appear to value their employees’ development ideas. 

However, individual’s freedom to express criticism has been found to encourage 

knowledge sharing development processes (Alavi et al. 2005). Finnish SMEs have 

adopted approaches to involve their employees in different developmental 

processes poorly. They also tend to not involve their employees in the development 

of the company’s daily operations and processes. Moreover, they have not 

implemented processes that would give employees the possibility to participate in 

the development of the company’s strategy and vision. Many of the CEOs appear 

to believe that their employees, for example, would not have the skills to develop 

the company’s operations or strategy.  

 

SMEs are likely to utilize a different kind of beneficial knowledge by gaining 

knowledge from their surroundings. (Desouza & Awasu 2006) Only few Finnish 

SMEs are utilizing the benefits of observing external markets to organize training 

based on the external requirements. According to Desouza and Awasu (2006) 

SMEs tend to be successful in connecting with their localities, customers and 

suppliers. The authors also highlight the approach of unifying company’s capabilities 

with their external counterparts to overcome their resource constraints in knowledge 



 111 

and other resources. Finnish SMEs rarely implement different kinds of collaboration 

partnerships with their external counterparts and most of them do not have any 

collaboration partnerships among their stakeholders. Previous studies have 

demonstrated that in order to improve knowledge processes and knowledge 

sharing, SMEs need to create communication channels, that establish knowledge 

sharing with companies’ external entities (Lee & Lan 2011). Knowledge-based 

collaborations are seen valuable in exchanging explicit and tacit knowledge, and 

other resources among partners, which cannot be achieved autonomously or are 

not available internally (Cricelli & Grimaldi 2010). Knowledge is one of the most 

valuable strategic resource. Therefore, companies should join in networks or build 

inter-organizational collaborations with their external stakeholders to strengthen and 

develop their resources and knowledge. (Ritter & Gemunden 2003) 

 

Besides developing knowledge and competencies, SMEs have to find suitable ways 

to motivate their employees to create, share and utilize new knowledge (Egbu et al. 

2005). In order to manage successfully knowledge management processes, 

organizations have to develop suitable and appropriate motivation programs. 

Intrinsic, extrinsic and social rewards can encourage employees to create, share, 

transfer and disseminate new knowledge (Yang & Wan 2004). The state of 

motivation programs and rewarding appears to be managed poorly in most of the 

Finnish SMEs. Both, CEOs and HR correspondents, highlight the need to improve 

the approaches and systems of motivational aids and rewarding. Before SMEs are 

able to develop their rewarding programs and motivational systems, they firstly need 

to develop systematical and suitable indicators for measuring employees’ 

competencies, outcomes, achievements and success. 

 

One of the SMEs’ key issues in building an appropriate culture for sharing 

knowledge is that many of them encourage individual achievement, hierarchy and 

competitiveness among employees. On the other hand, collective achievement and 

knowledge sharing are naturally not encouraged. (Yang & Wan 2004) Most of the 

Finnish SMEs have not adopted any group-specific performance rewards and 

instead, are rewarding their employees on the basis of their individual achievement. 

This on the other hand, does not encourage employees to share knowledge among 
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others and may also hinder building a knowledge-friendly culture. Transferring tacit 

knowledge needs to be encouraged and made part of the daily routines among all 

employees (Yang & Wan 2004). 

 

It is demonstrated that managing and promoting common knowledge in SMEs has 

a positive influence on preventing knowledge leakage, encouraging innovation and 

creativity (Simonin 1999). If SMEs do not have a system to collect and record 

knowledge, they are in danger of losing valuable knowledge when a key employee 

leaves the company (Wong & Aspinwall 2004). In SMEs, common knowledge only 

appears from the overlapping responsibilities of the employees (Wee & Chua 2013). 

Finnish SMEs seem to not systematically manage the process of transferring 

employees’ knowledge well as part of their business operations. Even in situations, 

where employees leave the company, knowledge is not systematically transferred 

in more than half of the SMEs.  

 

It is difficult to control knowledge processes in SMEs. Therefore, knowledge 

management approaches must involve management practices, which will promote 

the processes of creating, sharing, utilizing and applying knowledge. (Lustri et al. 

2007) Employees’ knowledge can be transferred and recorded through different 

processes. SMEs should encourage their employees to share their knowledge in 

cross-functional learning, job rotation and apprenticeships, which enable companies 

to efficiently pass tacit knowledge about processes or a certain job (Wong & 

Aspinwall 2004). For transferring knowledge within companies, Finnish SMEs have 

adopted processes such as a deputy system, internal career path planning, job 

rotation, mentoring and succession planning.  

 

Knowledge transferring processes seem to be managed poorly or their full benefit 

is unutilized. More than half of the Finnish SMEs are not managing their deputy 

system at all or are managing it poorly. Even though a SME would implement the 

process of deputy system, the full potential of it is often likely to be not fully exploited. 

Also the process of job rotation is not adopted successfully in most of the Finnish 

SMEs. Companies that have adopted the process of job rotation, have implemented 

it poorly. Also mentoring programs seem to be missing in Finnish SMEs. Only few 
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of the companies revealed that they have implemented mentoring program at, at 

least, some level. Companies should consider developing mentoring programs, 

since SMEs that have adopted mentoring programs, have been proven to be more 

successful in managing knowledge. Mentoring program helps them to transfer 

individual learning, wisdom and experience among employees (Ingram et al. 2000).  

 

Succession planning is one of the many organizational functions, regarding which 

knowledge-based approaches is proved to be critical (Draganidis & Mentzas 2006) 

and that is an especially critical approach for the survival of SMEs (Egbu et al. 2005). 

It seems that succession planning approach is missing in many SMEs (Durst & 

Wilhelm 2012; Sambrook 2005). These findings are also consistent with previous 

studies. The approaches of succession planning appear to be also missing in 

Finnish SMEs. This process is often managed unsystematically in Finnish SMEs 

and most of the companies have not implemented any process of succession 

planning at all or they have implemented it poorly. However, systematically 

managing the process of succession planning is seen to be critical for SMEs, 

because this process provides systematical identification of the skills, knowledge, 

capabilities and behaviors needed to meet current and future selection needs 

(Draganidis & Mentzas 2006). In order to successfully manage this process, SMEs 

need to identify, train and educate potential successors well in advance (Egbu et al. 

2005).  

 

In addition, the process of succession planning is also linked to composing internal 

career plans for the company’s employees. SMEs are likely to prevent knowledge 

loss by promoting employees to senior positions, rather than hire an outsider 

(Desouza & Awasu 2006). Finnish SMEs do not systematically compose internal 

career plans for their capable and valuable employees. None of the SMEs seems 

to manage this approach at a very good level. In Finnish SMEs, employees’ career 

plans exist only in the mind of the owner-manager or top management and these 

often tend to fail to communicate possible career plans to their employees. 

Therefore, employees may not be aware of the future possibilities and leave the 

company to build their career.  
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In SMEs, one of the main reasons for not implementing successful knowledge 

management is the absence of formal approaches of systematically managing 

organizational knowledge (Hutchinson & Quintas 2008; McAdam & Reid 2001; 

Matlay 2000). Information systems facilitate organizations to manage their 

knowledge more systematically within and outside its boundaries (Egbu et al. 2005). 

 

Appropriate knowledge management technologies need to be adopted for 

encouraging and nurturing knowledge storing and sharing practices in order to 

systematically manage knowledge (Yang & Wan 2004). Information technology is 

proven to have a positive influence on adopting a knowledge management program 

(Buonanno et al. 2005). Most SMEs do not appear to use information technology 

systems that are purposely designed for SMEs’ use (Nunes et al. 2006). Finnish 

SMEs have poorly adopted appropriate and suitable information technology to 

systematically manage their information and knowledge. Moreover, they tend to 

believe that there is no need for appropriate IT systems for managing organizational 

knowledge and human resources more efficiently. Most of the Finnish SMEs have 

implemented some obligatory IT systems (managing payroll computing, for 

example), but they seem to lack proper HRM systems in managing the company’s 

knowledge. Many SMEs tend to manage their HR tasks and information with such 

plain IT systems like Microsoft Excel and Microsoft Word. This could be due to the 

reason that they do not seem to understand the benefits of designated IT systems, 

because none of the CEOs highlighted the need for an appropriate HRM system 

and only few HR correspondents proposed the need for a proper and suitable IT 

system for managing the company’s human resources. 

 

SMEs have an informal communication culture and knowledge passes mostly 

through informal networks without any associated documentation and records 

(Huggings & Weir 2012; Daud et al. 2010; Hutchinson & Quintas 2008; Egbu et al. 

2005; Wong & Aspinwall 2004). This is because SMEs do not use technology to 

manage knowledge, but instead people-based mechanisms, such as face-to-face 

meetings, apprenticeship training methods, observations, etc. Created and shared 

knowledge is rarely stored in some technological system (like a database for 

example), but is immediately put into practice (Desouza & Awasu 2006). This is also 
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seen in Finnish SMEs. However, this seldom helps the organization to get a 

knowledge management program running. Technology can support the knowledge 

management process by streamlining knowledge creation, storage, dissemination 

and application (Desouza & Awasu 2006). If a key employee leaves the company, 

processes and resources need to be in place that will quickly and efficiently fill the 

void of lost knowledge (Desouza & Awasu 2006; Wong & Aspinwall 2004). This 

means that knowledge needs to be converted and recorded into a form, which can 

be utilized immediately by other members (Wong & Aspinwall 2004). Systematical 

knowledge documenting appears to be managed poorly in Finnish SMEs. Only few 

of the companies have adopted a system for formal and systematical documenting. 

SMEs do not tend to have communication problems in knowledge sharing and 

thence, it seems logical that there is a less likely chance to find formal knowledge 

sharing initiatives in SMEs. (Hutchinson & Quintas 2008)  

 

In summary, knowledge management approaches that are managed poorly are 

presented in red (see figure 5). Approaches that are consisting of processes that 

are managed partly well and partly poorly are presented in yellow. Processes and 

approaches that did not arise from the data, are presented in grey.  
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Figure 5. Knowledge management approaches managed poorly or unsystematically 

in Finnish SMEs (model based on Wong and Aspinwall, 2005) 

 

6.3. The differences between CEOs’ and HR correspondents’ perspectives 

 

Often CEOs consider the state of their SMEs in a more positive perspective than, 

for example, company’s employees and HR correspondents. This can also be seen 

in the responses. HR correspondents are mostly evaluating these approaches and 

issues more critically than CEOs. According to Egbu et al. (2005) this might be due 

to the fact that CEOs have a lack of vision and understanding about the outcomes 

of knowledge management implementation and owner-managers do not often see 

beyond their own existing experience. According to Dalley and Hamilton (2000) 

SMEs’ owner-managers have often started from the bottom and have worked 

upwards through hard work, therefore they are often strongly influenced by their 
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own experience and opinions. They are likely to see knowledge derived solely from 

the theory to be impractical and it is often belittled by them.  

 

Appendix 3 presents the evaluation of CEOs and HR correspondents of the state of 

knowledge management approaches in Finnish SMEs. The percentages are the 

evaluations of CEOs’ and HR correspondents’ in managing certain approaches at a 

good or a very good level. If the difference between the evaluations is at least 10 

per cent, results are highlighted with colors of green and red. Green color indicates 

if the representative group (CEOs or HR correspondents) is evaluating a certain 

approach more positively and red color presents that the group is evaluating 

managing the same approach more negatively. 

 

There were only few approaches that HR correspondents have evaluated to be 

managed better than in the perspectives of CEOs. Approaches that were evaluated 

to be managed better according to HR correspondents were; documenting HR 

strategy, conducting staff planning, setting individual goals, defining employees’ 

salaries based on company’s current situation, evaluating staff’s capabilities to 

respond to future challenges and succession planning. On the other hand, CEOs’ 

and HR correspondents’ evaluation differ more than 10 % only in the processes of 

conducting staff planning and succession planning. All the other approaches were 

evaluated to be managed better in the perspective of the CEOs.  

 

Table 15 summarizes the greatest differences between CEOs’ and HR 

correspondents’ perspectives. The greatest differences are seen in the evaluations 

of the following approaches; observing HR strategy as part of the business strategy, 

setting annual goals for HRM, organizing social events, developing common policies 

and mindset, interposing in inflamed situations and relationships, having budget for 

knowledge development, other planning for developing knowledge and capabilities, 

developing employees’ professional knowledge, systematically giving feedback for 

superiors for their management skills, career planning, finding out the reasons for 

employees’ leaving, measuring company’s productivity and effectiveness and lastly 

measuring HRM success.  
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All of these approaches (see table 15) are linked to managing human resources, 

promoting and developing the company’s culture, and developing employees’ and 

superiors’ knowledge and competencies. Significant contradictions between 

perspectives show a clear need to further develop these approaches in Finnish 

SMEs. 

 

Table 15. Greatest differences between CEOs’ and HR correspondents’ 

perspectives 

 

  

Approach CEOs 
HR 

correspondents 

The 
difference 
between the 
perspectives 

Systematically giving feedback for 
superiors and managers for their 
management skills 

55 % 12 % 
43 % 

Interposing in workplaces inflamed 
situations 

88 % 45 % 
43 % 

Developing common policies and mindset 64 % 31 % 33 % 

Finding out the reasons for employees' 
leaving 

69 % 43 % 
26 % 

Developing employees' professional 
knowledge 

81 % 57 % 
24 % 

Measuring company's productivity and 
effectiveness 

74 % 52 % 
22 % 

Measuring the success of HRM 40 % 19 % 21 % 

Other planning for developing knowledge 
and capabilities 

43 % 24 % 
19 % 

Annual goals for HRM 43 % 24 % 19 % 

Career planning 36 % 19 % 17 % 

Organizing events  67 % 50 % 17 % 

Budget for knowledge and competence 
development 

48 % 31 % 
17 % 

Observing HR strategy as part of the 
business strategy 

67 % 52 % 
15 % 
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7. CONCLUSIONS 

 

There are only few studies focusing on knowledge management approaches in 

Finnish SMEs and the aim of this study was to examine the current state of 

knowledge regarding management approaches and processes in Finnish SMEs. 

This final chapter summarizes the empirical findings and answers to the introduced 

research questions. After answering the research questions, theoretical 

contributions are discussed and managerial implications are given. Lastly, 

limitations are determined and further future research directions concerning 

knowledge management in Finnish SMEs are suggested. 

 

7.1. Summary of the findings 

 

SMEs are playing a key role in every national economy (Desouza & Awasu 2006) 

and they are recognized commonly for their contribution to employment, economic 

activity, innovation and wealth creation of the nation (Daud et al. 2010; Wong & 

Aspinwall 2004). Studies have highlighted a substantial lack of systematically 

managing knowledge within SMEs (McAdam & Reid 2001; Wong & Aspinwall 2005). 

Also Finnish SMEs seem to implement knowledge management unsystematically 

and to lack of approaches that foster successful knowledge management 

implementation. 

 

The research problem: Which knowledge management success factors are 

managed in Finnish SMEs and which are being left with less attention?  

 

The purpose of this study was to examine which knowledge management success 

factors are managed in Finnish SMEs and which are being left with less attention. 

The study demonstrates that none of the eleven success factors (management and 

leadership support, culture, strategy and purpose, resources, processes and 

activities, training and education, HRM, IT, motivational aids, organizational 

infrastructure and measurement) are managed very well in Finnish SMEs. These 

approaches are not managed systematically and the full benefit of these 

approaches is not exploited. The influence of the organizational infrastructure was 
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considered within the results, but it seemed to unknowingly be part of the way of 

doing things in SMEs. Each of these eleven success factors needs to be further 

developed and promoted in order to exploit the full benefit from knowledge 

management in Finnish SMEs. In addition, the findings of this study demonstrate 

that SMEs are managing knowledge management approaches, but these 

approaches are not implemented as part of the systematical knowledge 

management program.  

 

RQ1: Which approaches are managed well and which approaches are 

managed poorly in Finnish SMEs? 

 

The findings of this study demonstrate that Finnish SMEs are good in promoting 

their employees’ well-being and arranging social events for establishing a 

knowledge-friendly culture. Simultaneously, many Finnish SMEs appear to 

encounter problems in the company’s culture and in motivating their employees, 

because they do not treat their employees equally and common policies seem to be 

missing. This intercepts the building of an appropriate knowledge-friendly culture for 

knowledge management implementation. This also demonstrates that some of the 

approaches of culture are managed well and some poorly. According to Liebowitz 

(1999), SMEs need to focus on creating a knowledge-friendly culture, because the 

success of knowledge management implementation is dependent on building 

appropriate culture by 90 per cent. Thus, Finnish SMEs need to commence the 

implementation of knowledge management program by changing their culture into 

more collaborative and knowledge-friendly. 

 

The same phenomenon is seen in managing employees’ training and education. 

Finnish SMEs are systematically and constantly conducting training planning and 

different training for their employees. On the other hand, the interviewees also 

highlighted that proper training and education seems to be missing in their 

companies. According to Wong and Aspinwall (2004) the company not investing in 

proper training and education programs, may lead to their employees not having the 

inevitable knowledge or capabilities to manage knowledge or to exploit knowledge 

management systems and tools. SMEs are also highlighting the importance of 
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developing their managers’ and superiors’ training and education. This is also seen 

as one of the most important approaches that should be addressed first. One of the 

biggest efficiency gaps they are facing, are located in training systems (Huggings & 

Weir 2012) and this also tends to appear in Finnish SMEs. It is essential for SMEs 

to establish proper training programs in order to receive continual organizational 

learning (Lee & Lan 2011) and therefore, SMEs need to put emphasis on this 

approach as well. 

 

Successful knowledge management also depends on a clear strategy and purpose 

(Wong & Aspinwall 2005) and most of the Finnish SMEs do neither form strategy 

for their HRM nor knowledge management implementation. It is easier to achieve 

goals and exploit the full benefits if the company has formed a clear strategy and 

purpose for the knowledge management program. Knowledge management 

processes and activities like cross-functional learning, deputy system, job rotation, 

mentoring programs, succession planning, composing internal career path, formal 

communication process and documenting are managed poorly in Finnish SMEs. In 

order to gain a competitive advantage and excellence in performance, it is essential 

for successfully managing knowledge that the knowledge management processes 

and approaches fit within organizational social and structural contexts (Davenport & 

Prusak 1998). 

 

There is a need to place a greater emphasize on those HR competencies that add 

the greatest value to a business and knowledge management processes (Ulrich et 

al. 2013), because the area of HRM tends to be managed poorly in Finnish SMEs. 

Finnish SMEs appear to exploit neither IT systems to facilitate their knowledge 

management nor other HRM processes. Information systems facilitate 

organizations to manage their knowledge more systematically within and outside 

their boundaries (Egbu et al. 2005). Practitioners stress that in order for a successful 

information technology implementation, SMEs must have a solid foundation for it to 

lie on (Desouza & Awasu 2006). Efficient and effective implementation of 

information technologies for supporting knowledge management adoption is 

essential throughout the whole process (Hsieh et al. 2009). 
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The most valuable knowledge is stored inside the minds of employees. Therefore, 

managers are responsible for motivating employees to share their knowledge. They 

must find suitable ways to motivate employees to create new knowledge, for 

example by enriching their own knowledge through an active exchange with 

colleagues. (Egbu et al. 2005) Finnish SMEs are not managing rewarding and 

motivational aids well. There is a great need to develop appropriate motivation 

programs to encourage employees to share their knowledge.  

 

Organizations should also build systematical approaches for measuring individual 

and organizational competencies. By measuring competencies, the company would 

have the opportunity to create snapshots of the organizational and individual 

knowledge of its employees on a regular basis. Companies would be able to further 

utilize this information to perform an organizational and individual analysis to 

improve their selection activities and processes, reduce training and education 

costs, enhance their human resource performance, improve retention and 

succession planning and deploy the organization’s social capital more effective and 

systematic. (Gangani et al. 2004) Finnish SMEs appear to conduct inquiries well to 

measure employees’ thoughts about the company’s atmosphere and employees’ 

well-being. On the other hand, all the other measurements seem to be managed 

well only in some of the SMEs. In order to take regular snapshots of the 

organization’s knowledge, SMEs need to conduct approaches for measurement.  

 

RQ2: Do CEOs and HR correspondents have similar perspectives on the state 

or do they differ from each other? How do they differ compared to each other? 

 

One of the purposes of this study was to examine if the CEOs and HR 

correspondents have similar or conflicting perspectives on the state of knowledge 

management approaches and if their views differ, how do they differ. The findings 

of this study demonstrate that CEOs’ and HR correspondents’ perspectives differ 

from each other in most of the approaches. CEOs evaluate the state of knowledge 

management process to be managed at a better level while HR correspondents 

seem to be more critical. 
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7.2. Theoretical contributions 

 

Knowledge is a fairly new concept as a subject of management’s focus, because 

knowledge management as a concept is still not fully established (Viitala 2005, 11-

19). The findings of this study indicate that researching this phenomenon is a 

challenge due to its broad nature. The phenomenon of knowledge management in 

SMEs is so fascinating, because SMEs are playing a key role of every national 

economy and they are difficult to compare to each other. This fact makes this 

phenomenon even more challenging to research and hard to find the perfect 

answer.  

 

This study verifies several findings from previous studies. The findings of this study 

confirm the substantial lack of systematically managing knowledge within SMEs, 

which is also found in many previous studies (Wong & Aspinwall 2005; McAdam & 

Reid 2001). Moreover, the findings of this study support Valmohammadi’s (2010) 

findings which highlight the need for nurturing existing processes or develop suitable 

activities to implement knowledge management successfully in SMEs. 

Valmohammadi (2010) also found that SMEs do not know how to successfully 

implement knowledge management and the findings of this study confirm his 

finding. 

 

Wee & Chua’s (2013) demonstrated that CEOs have a great influence on a 

company’s strategical and operational directions which is also confirmed by the 

findings of this study. Previous studies highlight leadership commitment as one of 

the most important factors in SMEs for successfully implementing knowledge 

management (Valmohammadi 2010; Egbu et al. 2005; Yang & Wan 2004; Horak 

2000). The findings of this study also confirmed leadership skills to be critical and 

something that is needed to be addressed first. Moreover, Huggings and Weir 

(2012) found that one of the biggest efficiency gaps are met in training systems, 

which is also supported by the findings of this study.  

 

Successful knowledge management depends on a clear strategy and purpose 

(Wong & Aspinwall 2005), which seem to be missing in Finnish SMEs in the areas 
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of knowledge management and HRM. There is a clear need to emphasize on 

developing HR competencies (Ramlall 2006) also in Finnish SMEs. Furthermore, 

the findings of this study support Desouza and Awasu’s (2006) results confirming 

that SMEs do not use technology to manage knowledge, but rather people-based 

mechanisms, such as face-to-face meetings, apprenticeship training methods and 

observations. Created and shared knowledge is rarely stored in technology systems 

(like a database for example) and is immediately put into practice.  

 

7.3. Managerial implications 

 

Based on the findings it can be concluded that it is important for SMEs to improve 

their knowledge management approaches and processes. Findings demonstrated 

that SMEs have often adopted knowledge management processes, but these seem 

to be managed unsystematically and not as part of a knowledge management 

program. It is clear that SMEs need to improve their existing processes as well as 

create new ones. Companies need to find the most suitable and valuable processes 

which bring benefits that can be fully exploited. This thesis does not single out any 

special processes that are better in managing knowledge management successfully 

in comparison to others. 

 

Most owner-managers appear to lack the ability to recognize the need for 

implementation of a knowledge management program (Egbu et al.) and therefore it 

is important to develop their skills in the field of knowledge management. Clearly, 

SMEs need to understand the benefits of knowledge management before being 

willing to invest in these approaches. Owner-managers just do not tend to have the 

vision of knowledge management development. They need to understand it can only 

be established through a long-term program and positive outcomes will not be seen 

immediately. SMEs’ decision-making seems to be solely centralized at the manager 

level. In order to concentrate on strategical issues, the owner-managers need to 

pass the responsibility of the operational tasks to HR correspondents and other 

experts in these functions. Moreover, owner-managers should include the experts 

of functions in strategy and operations development.  
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In addition, owner-managers need to make sure that there is an appropriate culture 

for knowledge sharing. In order to successfully establish a knowledge-friendly 

culture, owner-managers need to make sure that there are appropriate approaches 

for motivating their employees. They also need to ensure that their company has 

common policies and rules that each member is following. Trustful relationships 

need to be encouraged among employees and created between top management 

and employees.   

 

SMEs need to develop each of the knowledge management approaches as well as 

adopt new processes for fostering managing knowledge. It is easier to achieve 

goals, when they are clear, achievable and formal. Therefore, owner-managers (or 

HR correspondents) should develop annually the goals and processes of knowledge 

management. As an example, they could set two goals for each approach (see 

appendix 4) and check-up the outcomes after a year.  

 

Moreover, knowledge management programs should be part of a larger HR 

strategy, because many of the HR processes are part of a knowledge management 

program. While developing knowledge management processes, SMEs need to 

make sure that there are formal and systematical processes that facilitate creating, 

transferring, sharing and utilizing knowledge. A documentation of knowledge needs 

to be in place to avoid knowledge loss. In order to support formal knowledge sharing 

and documentation, SMEs are required to adopt suitable IT systems. SMEs need to 

ensure that employees have the skills to fully make use of these systems.  

 

7.4. Limitations and directions for further research 

 

The results of this study support the previous findings and highlight a clear need to 

further improve and develop knowledge management processes in Finnish SMEs. 

Many SMEs seem to manage some of the processes that facilitate the successful 

implementation of knowledge management programs. On the other hand, these 

processes are managed unsystematically and the full potential of these processes 

cannot be exploited. SMEs need to put a greater emphasis on knowledge 
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management to improve the company’s sustainable growth, innovation, efficiency 

and performance. 

 

By taking a critical view on this research, the author has identified some limitations, 

which point the way for further research. One of the limitations in the analysis was 

the sample size. The sample included 42 Finnish SMEs that had both, the CEO and 

a HR correspondent, operating in the company. This is due to the fact that 

approximately half of the SMEs do not have a HR correspondent operating in their 

companies. Therefore, a larger sample size may reveal additional aspects and 

further generalization could be made.  

 

In order to make a more detailed statement, knowledge management in Finnish 

SMEs needs to be examined on a broader scale. This research was part of a larger 

research that examines different systems of HRM in Finnish SMEs. In order to 

understand the reasons for Finnish SMEs to adopt some certain knowledge 

management approaches, future research should concentrate more on pure 

knowledge management approaches for a better understanding. This study focused 

on the perspectives of SMEs’ CEOs and HR correspondents, but the gathered data 

provided the possibility to also compare the perspectives between CEOs, HR 

correspondents, superiors and shop stewards. Also the perspective of employees 

could and should be further analyzed. The gender of most of the CEOs is male and 

therefore it would be interesting to examine the differences between the 

perspectives of female and male CEOs and how they evaluate the state of 

managing knowledge management. 

 

Even though it is widely supported that knowledge management differs within the 

contexts of large organizations and SMEs, there seems to be clear lack of studies 

that compare differences among SMEs. Knowledge management processes in 

SMEs needs to take into consideration the context of the SME’s industry, size, 

region and cultural context. This, on the other hand, helps SMEs to select 

appropriate approaches that are suitable for just their companies. Further 

examination is needed in order to form suitable knowledge management models for 

SMEs.   
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APPENDICES 

 

Appendix 1. Interview questions 
 

CEO, HRM correspondent, superior and shop steward 
1. Name of the company 
 
2. The interviewee is 

o CEO 
o HR correspondent 
o Superior 
o Shop steward 

 
3. If you are a superior, then how many employees you have? 

 
4. Gender 

o Female 
o Male 

 
5. Age 

o -1950 
o 1951-1960 
o 1961-1970 
o 1971-1980 
o 1981-1990 
o 1991-2000 
o 2001- 

 
6. How long have you been working for your current employer? 

o Less than 1 year 
o 1-3 years 
o 4-10 years 
o 11-20 years 
o 21-30 years 
o more than 30 years 
 

7. How long have you been working in your current position? 
o Less than 1 year 
o 1-2 years 
o 3-5 years 
o 6-10 years 
o 10-15 years 
o 16-20 years 
o 21-30 years 
o more than 30 years 

 
The strategic nature of HRM and resourcing 
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8. Does your company have documented HR strategy? 
o Yes 
o No 
o I do not know 

 
9. Is HRM strategy observed while forming business strategy? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
10. Do you set annual goals for HRM? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
11. Is the success of HRM measured? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
12. Do you have a person/persons operating with HRM tasks full-time? 

o Yes 
o No 
o I do not know 
 

13. What HRM tasks they are working with? 
 

Are you buying the following HR services outside the company: 
 

14. Recruiting services 
o Yes 
o No 
o I do not know 
o  
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15.  Training services 
o Yes 
o No 
o I do not know 

 
16. Payroll services 

o Yes 
o No 
o I do not know 
 

17.  Consulting services (for example during some change) 
o Yes 
o No 
o I do not know 
 

18.  Well-being services 
o Yes 
o No 
o I do not know 

 
19.  HR manager services 

o Yes 
o No 
o I do not know 

 
20. If you buy some other services, which kind of services you buy? 

 
21. Did you have these kind of organizational changes, where there was 

reduction of the staff? 
o Yes 
o No 

 
22.  Did you have these kind of organizational changes, where the number of 

staff was raised (during some company acquisition for example)? 
o Yes 
o No 

 
23. Do you have operating model for managing the changes in staff number 

(more comprehensive than imperative regulations)? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 
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24. Does your company have any HRM co-operation with company’s 
contractors or customers? 

 
25. What kind of? 

 
Formation of human resources 

 
26. Does your company conduct regularly staffing plan? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
27. When/In what kind of situations? 

 
Does your company use following resources to obtain the flexibility of labor 

input? 
 

28. Employees who assist in rush situations  
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
29. Temporary employment (employees for projects for example) 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
30.  “Rental” employees 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
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o 7 Very much 
o 8 I do not know 

 
31. Summer employees (other deputies for holidays) 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
32. Working hours “stock” 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
33. Subcontractors 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
34.  Overtime work 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
35. Interns 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
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o 6 
o 7 Very much 
o 8 I do not know 

 
 

Organizing working 
 

36. Does the staff have written job descriptions? 
o Yes 
o No 
o I do not know 

 
37.  Do you offer the possibility for teleworking? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
38.  Does your company offer flexibility in working hours? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
39. Is there a possibility for your employees to get shortening in working hours? 

o Yes 
o No 
o I do not know 

 
40.  Is there flextime in your company? 

o Yes 
o No 
o I do not know 

 
41. Has your company implemented a deputy system? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
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o 7 Very well 
o 8 I do not know 

 
42. Has your company implemented a job rotation? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
Which of the following mentioned working formats does your company use? 

43. Part-time employment 
o Yes 
o No 
o I do not know 

 
44. Shiftwork 

o Yes 
o No 
o I do not know 

 
45. Fixed-term employment 

o Yes 
o No 
o I do not know 

 
46. Working during weekends 

o Yes 
o No 
o I do not know 

 
47. Compressed working week 

o Yes 
o No 
o I do not know 

 
48. Part-time pension 

o Yes 
o No 
o I do not know 

 
49. Employment of retired 

o Yes 
o No 
o I do not know 
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Acquisition of staff 
50. Does your company anticipate the changes in the number of employees as 

part of annual planning? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
51.  Do you compose written employment contracts? 

o Yes 
o No 
o I do not know 

 
52.  If you do, have you tailored the contracts to respond your company’s 

needs? 
o Yes 
o No 
o I do not know 

 
53.  Does your company have a systematical model for recruiting? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very exhaustive 
o 8 I do not know 

 
54. What kind of recruiting channels do you use? 

 
55. What kind of selection procedures you use? 

 
Developing knowledge 

56. Does your company have a budget for knowledge development? 
o Yes 
o No 
o I do not know 

 
57. Do you have systematical onboarding practices? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
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o 6 
o 7 Very good 
o 8 I do not know 

 
58. Do you conduct training planning? 

o Yes 
o No 
o I do not know 

 
59.  Do you do some other knowledge/competency development planning? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
60.  Do you regularly organize development discussion? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
61.  Do you compose learning assessments? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
62.  Do you organize training? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 



 149 

63.  What other ways of knowledge development your company use? 
 

64. Developing professional knowledge/competency development 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
65.  Developing work community’s common policies and mindset 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
66. Developing management and leadership skills 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
Managing performance 

67. Do you set individual goals for employees? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
68.  Do you evaluate employees’ individual-level performance? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
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o 6 
o 7 Very much 
o 8 I do not know 

 
69.  Do you manage regularly qualitative and quantitative work in 

functions/teams? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
70.  Do you compose reports or other documents that describe the state of staff 

and/or performance? 
o Yes 
o No 
o I do not know 

 
71. Does your company follow regularly company’s productivity and 

effectiveness by using staff indicators? 
o Yes 
o No 
o I do not know 

 
72. Does your company reward top management based on the profit? 

o Yes 
o No 
o I do not know 

 
73. Does your company reward managers/superiors based on the profit? 

o Yes 
o No 
o I do not know 

 
74. Does your company reward clerks based on company’s revenue? 

o Yes 
o No 
o I do not know 

 
75. Does your company reward employees based on company’s revenue? 

o Yes 
o No 
o I do not know 

 
76. Do you have group-specific (team, function, etc.) rewarding? 

o Yes 
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o No 
o I do not know 

 
77.  Does one’s individual performance influence his/her salary? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
78. Do you have some optionality (portfolio) in your ways of rewarding? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
79. What kind of other rewarding forms you use besides salary? 

 
80.  In which extent company define employees’ salaries based solely on the 

collective agreement? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
81. In which extent company define employees’ salaries based on company’s 

situation and requirements? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
Well-being at work 
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82. Have you composed a program for well-being at work? 
o Yes 
o No 
o I do not know 

 
83. Do you have budget for well-being at work? 

o Yes 
o No  
o I do not know 

 
84.  Do you conduct questionnaires to measure well-being at work and working 

atmosphere? 
o Yes 
o No 
o I do not know 

 
85. Does your company offer wider occupational health services than the law 

says? 
o Yes 
o No 
o I do not know 

 
86. If yes, what do these services include? 

 
87. Does your company organize events for building atmosphere? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very often 
o 8 I do not know 

 
88. What kind of events? 

 
89. Do you interpose actively in inflamed workplace situations? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very often 
o 8 I do not know 

 
90. Do you have voluntary operations for developing and/or strengthening 

employees’ ability to work? 
o 1 Not at all 
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o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
Communication and participation 

 
91. Do managers/superiors hold actively meetings with their employees? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

92. Do employees participate actively in the company’s development? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
93. Do employees participate in developing vision and strategy? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
94.  Is initiative system utilized? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 
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95. What kind of internal communication forms do you use? 
 

Co-operation with trade unions 
 

96. Have you done documented local agreements regarding collective 
agreement? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
97. What are they about? 

 
98. Are you currently planning new local agreements? 

o Yes 
o No 
o I do not know 

99.  What are they about? 
 

100. Have you resigned some of the local agreements? 
o Yes 
o No 
o I do not know 

 
101. What were they about and why did you resigned them? 

 
102. Is there a possibility to flexibly agree on the conditions of contracts with 

your employees? 
 

103. Which kind of things they are? 
 

104. Is the co-operation working well between top management and shop 
stewards?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 very well 
o 8 I do not know 

 
105. How many collective agreements your company apply? 

 
Career and succession planning 
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106. Do you compose succession planning? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
107. Do you compose internal career plans for your competent and valuable 

employees? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
Employees that are leaving 

 
108. Do you voluntarily sort out the reasons for employees to leave? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
109. Do you systematically transfer knowledge from people who are leaving 

the company? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
110. Do you offer support for job-hunting for employees who have been 

terminated? 
o 1 Not at all 
o 2 
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o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
Leadership 

 
111. Have your company defined principles for good management? 

o Yes 
o No 
o I do not know 

 
112. Do you have enough superiors/managers compared to the number of 

employees? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
113. Is there time reserved for superiors/managers for managerial tasks? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
114. Do you train your managers/superiors to manage human resource tasks? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
115. How much do you pay attention on the leadership skills while choosing 

superiors? 
o 1 Not at all 
o 2 
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o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
116. Do you train/coach your managers’ leadership skills? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
117. Do the superiors/managers get systematically feedback from their 

leadership skills? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
118. How? 

 
119. Are managers rewarded for successful leadership? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
120. How? 

 
121. Are the superiors’/managers’ responsibilities and decision making power 

clear at every level? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
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o 6 
o 7 Very much 
o 8 I do not know 

 
122. What kind of HRM systems your company have adopted? 

 
123. What are the three most important HRM tasks you list at your company 

and why? 
 

124. What kind of development you hope to see in the future in the labor 
legislation and collective agreement system? 

 
125. What are the flexible/utilitarian/innovative human resource practices in 

your company? 
 

126. What do you think the ability of your company to respond to future market 
requirements? 

 
127. How do you generally evaluate your company’s staff’s ability (amount and 

capability) to respond to future challenges? 
 

128. How do you evaluate your company’s HRM resources (amount and 
expertise) to respond to future challenges?  
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Appendix 2. Interview questions chosen for further analysis of knowledge 
management 
 
Strategy and purpose 
 

1. Does your company have documented HR strategy?  
o Yes 
o No 
o I do not know 

 
2. Is HRM strategy observed while forming business strategy?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
3. Do you set annual goals for HRM?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
4. Does your company conduct regularly staffing plan 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
5. When/In what kind of situations?  
 
6. Does your company anticipate the changes in the number of employees as 

part of annual planning?  
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
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o 6 
o 7 Very well 
o 8 I do not know 

 
7. Do employees participate in developing vision and strategy?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
8. Is initiative system utilized?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
9. Do employees participate actively in the company’s development?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
Resources 

10. What do you think the ability of your company to respond to future market 
requirements?  

11. How do you generally evaluate your company’s staff’s ability (amount and 
capability) to respond to future challenges?  

12. How do you evaluate your company’s HRM resources (amount and 
expertise) to respond to future challenges?  

 
Processes and activities 

13. Does your company have any HRM co-operation with company’s contractors 
or customers?  
o Yes 
o No 
o I do not know 
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14. What kind of?  
 
15. Has your company implemented a deputy system?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
16. Has your company implemented a job rotation?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
17. Does your company have a systematical model for recruiting?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very exhaustive 
o 8 I do not know 

 
18. Do managers hold actively meetings with their employees?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
19. Do you regularly organize development discussion?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
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o 7 Very well 
o 8 I do not know 

 
20. Do you have voluntary operations for developing and/or strengthening 

employees’ ability to work?  
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
Culture 
 

21. Have you composed a program for well-being at work? 
o Yes 
o No 
o I do not know 

  
22. Do you have budget for well-being at work?  

o Yes 
o No 
o I do not know 
 

23. Does your company organize events for building atmosphere?  
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very often 
o 8 I do not know 
 

24. What kind of events?  
 
25. Developing work community’s common policies and mindset  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
26. Do you interpose actively in inflamed workplace situations?  
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o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very often 
o 8 I do not know 

 
Training and education 
 

27. Do you conduct training planning?  
o Yes 
o No 
o I do not know 

 
28. Do you do some other knowledge/competency development planning?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
29. Does your company have a budget for knowledge development?  

o Yes 
o No 
o I do not know 

 
30. Do you organize training?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
31. What other ways of knowledge development your company use?  
 
32. Developing professional knowledge/competency development  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
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o 6 
o 7 Very well 
o 8 I do not know 

 
33. Do you have systematical onboarding practices? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very good 
o 8 I do not know 

  
34. Developing management and leadership skills  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
35. Do you train/coach your managers’ leadership skills? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
36. Do the managers get systematically feedback from their leadership skills? 

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
37. How? 

 
Human resource management 

38. Do you have a person/persons operating with HRM tasks full-time?  
o Yes 
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o No 
o I do not know 

 
39. What HRM tasks they are working with?  

 
40. Do you compose succession planning?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
41. Do you compose internal career paths for your competent and valuable 

employees? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
42. Do you voluntarily sort out the reasons for employees to leave?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
43. Do you systematically transfer knowledge from people who are leaving the 

company?  
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
44. What are the three most important HRM tasks you list at your company and 

why? 
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Information technology 
 

45. What kind of internal communication forms do you use?  
 

46. What kind of HRM systems your company have adopted?  
 
Motivational aids 
 

47. Do you set individual goals for employees?  
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
48. Do you have group-specific (team, function, etc.) rewarding?  

o Yes 
o No 
o I do not know 

 
49. What kind of other rewarding forms you use besides salary?  

 
50. In which extent company define employees’ salaries based on company’s 

situation and requirements? 
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

  
51. Are managers rewarded for successful leadership?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
52. How? 

 
Measurement 
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53. Is the success of HRM measured?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

 
54. Do you compose learning assessments?  

o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very well 
o 8 I do not know 

55. Do you evaluate employees’ individual-level performance?  
o 1 Not at all 
o 2 
o 3 
o 4 
o 5 
o 6 
o 7 Very much 
o 8 I do not know 

 
56. Do you compose reports or other documents that describe the state of staff 

and/or performance?  
o Yes 
o No 
o I do not know 

 
57. Does your company follow regularly company’s productivity and 

effectiveness by using staff indicators?  
o Yes 
o No 
o I do not know 

 
58. Do you conduct questionnaires to measure well-being at work and working 

atmosphere?  
o Yes 
o No 
o I do not know 
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Appendix 3. The differences in CEOs’ and HR correspondents’ perspectives 

 

  CEOs 
HR 

correspondents 

Strategy     

Documented HR strategy 32 % 36 % 

Observing HR strategy as part of the business strategy 67 % 52 % 

Annual goals for HRM 43 % 24 % 

Conducting staff planning 45 % 57 % 

Managing staff turnover 64 % 52 % 

Involving employees in the development of company's 
strategy and vision 

36 % 26 % 

Initiative system for employees 38 % 38 % 

Involving actively employees in the development of the 
business processes and operations 

62 % 55 % 

      

Processes     

Collaboration-partnerships with stakeholders 24 % 10 % 

Deputy system 45 % 36 % 

Job rotation 19 % 5 % 

Substitutions by retirees 40 % 33 % 

Model for systematical recruiting 55 % 45 % 

Arranging meetings with the employees regularly 67 % 67 % 

Systematical and regular feedback discussions 62 % 60 % 

Developing and promoting employees' well-being 74 % 64 % 

      

Motivational aids     

Setting individual goals 48 % 57 % 

Setting group-specific goals 40 % 31 % 

Defining employees' salaries based on company's current 
situation  

40 % 43 % 

Rewarding managers and superiors for successful 
leadership 

26 % 12 % 
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  CEOs HR correspondents 

Resources     

Having enough resources to respond to market 
requirements 

52 % 50 % 

Evaluating company's staff's capability to 
respond to future challenges 

19 % 21 % 

Evaluating the state of HRM resources and 
skills to be enough in order to tackle the future 
challenges 

5 % 5 % 

      

Culture     

Managing well-being program  52 % 40 % 

Budget for well-being program 57 % 43 % 

Organizing events  67 % 50 % 

Developing common policies and mindset 64 % 31 % 

Interposing in workplaces inflamed situations 88 % 45 % 

      

HRM     

Full-time HR correspondent responsible for 
only HR tasks 

55 % 45 % 

Succession planning 19 % 33 % 

Career planning 36 % 19 % 

Finding out the reasons for employees' leaving 69 % 43 % 

Systematically transferring knowledge from the 
employees that are leaving the company 

48 % 40 % 

      

Training and education     

Budget for knowledge and competence 
development 

48 % 31 % 

Systematical onboarding model 67 % 67 % 

Annual training planning 60 % 60 % 

Other planning for developing knowledge and 
capabilities 

43 % 24 % 

Organizing trainings 69 % 57 % 

Developing employees' professional 
knowledge 

81 % 57 % 

Arranging trainings for superiors and 
managers in order to develop their leadership 
skills 

55 % 45 % 

Systematically giving feedback for superiors 
and managers for their management skills 

55 % 12 % 
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  CEOs HR correspondents 

Measurement     

  

81 %                88 % Measuring work community's atmosphere and 
employees' well-being 

Measuring the success of HRM 40 % 19 % 

State of employees' knowledge and capabilities 45 % 50 % 

Monitoring regularly and systematically 
company's productivity and effectiveness 

74 % 52 % 

Systematically compose learning assessments 26 % 14 % 
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Appendix 4. A model for improving knowledge management processes annually in 

SMEs 

 

 

 

 

 

 

 

Management 
and Leadership 

Support

Culture

Strategy and 
Purpose

Resources

Processes and 
Activities

Training and 
Education

Human 
Resource 

Management

Information 
Technology

Motivational Aids

Organizational 
infrastructure

Measurement

Managed well 

Managed moderately, some 

improvements needed 

Managed poorly 

1.______ 

2. _____  

1.______ 

2. _____  

1.______ 

2. _____  

1. _____ 
2. _____ 

1. _____ 
2 _____ 

1. _____ 
2 _____ 

1. _____ 
2. _____ 

1. _____ 
2. _____ 

1. _____ 
2. _____ 

1. _____ 
2. _____ 

 
1. ____ 
2. ____ 
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