Information and Knowledge Management www.iiste.org
ISSN 2224-5758 (Paper) ISSN 2224-896X (Online) 5-1-,!ll
Vol.6, No.7, 2016 IIS E

The Role of A Decentralized Organizational Structue on KM
Infrastructure Capability during the Implementation of ERP
Systems in Kenya

Churchill Musyoki Muinde*  Peter Mutuku Lewa Joseph Ngugi Kamau
Chandaria School of Business, United States Intieme University-Africa,, P.O box 14634- 00800, iii,
Kenya

Abstract

It is a well-established fact that most Enterpi®&esource Planning Systems (ERP) fail due to a whyoia
implementation problems. This study was motivatgahe high failure rate of ERP systems around theldv
during the implementation stage. Most studies refailure rates of between 65% and 75%. Many depedo
countries have adapted flexible organizational cstmes as a technique of minimizing ERP impleméontat
problems. This paper investigated the influenceomgfanizational structure on KM infrastructure cafitds
during the implementation of ERP systems in orgaions listed in the Nairobi Securities Exchang&E) in
Kenya, with the aim of establishing whether thesganizations have embraced organizational strustwtdch
enhance knowledge sharing. Three hundred and 88) (Riestionnaires were distributed to senior manageals
users of ERP systems in the companies listed iNtBE. One hundred and eighty four (184) responsae w
received representing a 60% response rate. Thg stagloyed factor analysis, correlation analysisyariate
analysis, multivariate regression analysis andcBiral Equation Modeling (SEM) to investigate tleéationship
among variables and measure the strength and idineof the relationships between constructs. Dates w
cleaned and analyzed using SPSS version 20 and Ax@sson 21. The research found out that orgarinati
structure is not considered a significant compowéitM infrastructure in the companies listed ie tHSE. The
findings imply that most companies listed in theENB Kenya still practice silo behavior where indival
divisions, units, or functional areas operate &ss3r independent agents within the organizatidns study
leads to the conclusion that the organizationalcstires in Kenya are not flexible enough to enhaaBé
implementation success and recommends that ordemigashould embrace decentralized structures, twhic
provide the flexibility required for knowledge shay in ERP implementation projects.

Keywords: ERP implementation, organizational structure, KNtaatructure capability, Social Capital Theory,
Dynamic Capability View, Resource based theory

1. Introduction

Many organizations today are looking for ways inickhthey can improve their businesses in responsbe
growing global competition. One approach that hesnbused is the deployment of information systamb as
Enterprise Resource Planning (ERP) systems (Anrsr@aRamayah, 2011). Businesses of all sizes airegus
these (ERP) systems in order to improve their iefficy, profitability and business performance (it al.,
2015).

During the ERP implementation process, vast amoofriteiowledge about the existing organizationalcpsses
and knowledge contained in legacy systems is reduand the environment to do this exhausts a gaaatof

the implementation team effort (Vandaie, 2008). Tttellenge therefore becomes that of creating an
environment that enables the sharing of the varforas of knowledge during the ERP implementation.

Knowledge Management (KM) is one way through whaiganizations can minimize knowledge
sharing difficulties, especially during implemeimat of ERP systems. In an ERP environment, knowdedg
management makes the knowledge transfer betweesultants, IT staff, business process engineers, and
management possible (Guo et al., 2006). Firmsiaffeore knowledge sharing until it is too late pe®ple do
not easily or willingly share what they know (BrownVessey, 1999). The act of knowledge sharinghmsé
involved in ERP implementations does not come aat@ally but must be facilitated (Jones & PriceQ2p To
facilitate the sharing process, organizations noestelop linkages to the source of knowledge that aet as
facilitators for knowledge transfer, and mechanishmeugh which the knowledge can be shared or fiearesl.
Such mechanisms include configuring organizatistraictures in order to enhance knowledge sharing.

In an ERP environment, knowledge management méleekrtowledge transfer between consultants, IT
staff, business process engineers, and managenussible. Such transfer is characterized by multi-
dimensionality and diversity of sources (Guo et aD06). The active sharing of organizational mensibe
knowledge is linked to a firm’s ability to altesitore knowledge competencies (Jones & Price, 20@4th
involves sharing of knowledge across the orgaronaith a way that preserves existing knowledge caemies
and at the same time absorbs new knowledge thanegpand strengthens those competencies.

Individuals' knowledge does not transform easilyoirorganizational knowledge even with the
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implementation of knowledge repositories due taviiodial knowledge hoarding predispositions (Bockaét
2005). The ERP implementation knowledge, whichothtexplicit and tacit, embodies those activitissaziated
with configuring and testing ERP modules, installsoftware, and training client employees in prapan for
ongoing operation, maintenance, and support ofralamesupplied system (Ko et al., 2005). Consultdoutisl
technical knowledge, whereas client organizatianig business knowledge and an exchange of this laune
is necessary to enable adoption of ERP systemskiibeledge initially possessed by the consultanstnine
integrated and embodied both in the ERP systemsodn the knowledge of the client employees (8oal.,
2000; Ko et al., 2005).

Sun (2008) posited that knowledge sharing techsigqnean ERP environment provide a way for ERP
users to communicate with each other freely andlesahe exchange of ideas, feelings and queriemgsh
individuals. One such technique involves the usedefentralized organizational structures in whibke t
decision-making authority is dispersed throughbet arganization (Daft, 1986). Dispersion of powssrpotes
spontaneity, experimentation, and freedom of exgieeswhich is important for knowledge creation aéring
(Teece, 1999) because it encourages organizatoealbers to be autonomous in their decision-makiogégs
et al., 2006) and facilitates learning and commation leading to a successful exchange of innogaitleas
(Willcocks & Smith, 1995).

Little has been done on the influence of organiweti structure on KM infrastructure capability iRE
implementation particularly in Kenya. The purposk this research was to investigate the influence of
organizational structure on KM infrastructure capgbduring implementation of ERP systems. Thedstu
conceptualized the role of decentralized orgaromati structures on KM infrastructure capabilityBnterprise
Resource Planning Implementation and hypothestzad t
Ho: There is no significant relationship between orgatibnal structure and KM infrastructure capability
during ERP implementation.

2.0 Literature review

This section explains the views and the tiesahat were used as theoretical foundationthid research.
The theories are the Social Capital Theory (SCTndnic Capability View (DCV) and the Resource-Based
Theory (RBT). Several research studies thatedlabrganizational structure, KM infrastructur@ahility and
Enterprise Resource Planning (ERP) are also examine

2.1 Social Capital Theory

The social capital theory (SCT) emphasizes theraeimportance of networks of personal relationsetieped
over time that provide the basis for trust (Nahbgi€&hoshal, 1998). Social capital enables soaetefunction
properly by encouraging individual and collectiveian. Encouraging connections amongst the indifisiwf
an organization through interaction is important fwilding trust as it leads to a mutually beneficsocial
corporation (Putnam (1993).

2.2 Dynamic Capability View of the firm

The Dynamic Capability View (DCV) of the firm stat¢hat in a highly competitive market, firms comsia
renew their organizational capabilities in orderdmain relevant (Winter, 2003; Teece, Pisano &e8h1997).
Organizations must create the capacity to antieipadrket changes in order to survive in the dynamacket
(Teece, Pisano & Shuen, 1997), which requires dzrgtions to adapt through the development of new
knowledge to generate new skills and capabilii¢eniel & Prahalad, 1994).

2.3 Knowledge-based View of the firm

Emergent from the RBYV, the knowledge-based viewingsf firms as bodies that generate, integrate, and
distribute knowledge (McEvily & Chakravarthy, 200Rguyen, 2010). Knowledge is considered a strategic
asset and firms gain competitive advantage thratsgacquisition, transfer and subsequent use (Nepnh®91;
Prahalad & Hamel, 1990). It has been argued thahjncompetitive landscape, especially in the nesnemy,
intangible assets are more important and likelprimduce a competitive advantage because they aftestate
unobservable, truly rare and can be more diffiéoitt competitors to imitate (Jackson, Hitt & DeNi&Q03;
Nguyen, 2010).

2.4 Resource based theory

The RBV of the firm enables organizations to usmueces such as top management support togettie Kivi

process capabilities of creation, retention, tranahd application to transform organizational kiemge into a
valuable, rare, inimitable and un-substitutabler(@g, 1991) resource for competitive advantage. fhieery
underpinning this study is therefore the resourased view theory (RBV), which posits that firm-sifiec
factors are as important as industry forces inrd@téng competitive advantage over time.

44



Information and Knowledge Management www.iiste.org
ISSN 2224-5758 (Paper) ISSN 2224-896X (Online) 5-1-,!ll
Vol.6, No.7, 2016 IIS E

2.5 Organizational Structure as an antecedent of KMnfrastructure capability for ERP implementation
success

Organizations vary in the degree to which the $tmac of decision-making is concentrated or shareith
sharing and use of knowledge depending on the lefelentralization or decentralization. Decentratian
connotes the extent to which the decision-makirthaity is dispersed throughout the organizatioaf(P1986)
while centralization signifies the degree to whibtle decision-making authority is concentrated at sknior
management level (Caruana et al., 1998). The nflesfew individuals guide the behavior and actiof the
majority where decision-making is concentrated a@nagement level. Conversely, in organizations where
decision-making is decentralized, organizationaminers are encouraged to be autonomous in theisideei
making. Many organizations still operate in and agegin silo behavior where individual divisions,tanor
functional areas operate as silos or independeentagwithin the organization (Jones et al., 2006).
Organizational structure is important in leveragitgghnological architecture and should be desigfeed
flexibility (as opposed to rigidity) in order to ewurage sharing of knowledge by way of collaborati@ross
boundaries within an organization (Gold et al., POGome firms fail to realize ERP potential beeatlsey
ignore their organizational structure when plannimgmplement an ERP software package (Brown & ¥gss
1999). Highly centralized, hierarchical structutesd to inhibit the type of knowledge sharing reedifor
organizational learning during periods of extendimewledge exchange (Jones & Price, 2001), whemeae
decentralized structures facilitate learning anthmnication leading to a successful exchange afvative
ideas (Willcocks & Smith, 1995). Distributed powarorganizations gives employees freedom to expartm
and discuss possible solutions to organizationathlpms. Concentration of authority for decision mgkat the
senior management level limits employee knowledgaton abilities (Graham & Pizzo, 1996; Stonehog&se
Pemberton, 1999; Teece, 1999; Lee et al., 2012).

The degree of centralization or decentralizatiopanis the sharing and use of knowledge in firms.
Kasper et al. (2008), while quoting Macharzina ket(2001), asserted that: “organizations that deedéine
decision-making may be more adaptive, more innggatind are more capable to deal with complex
environments than those organizations that maimtaimralized decision-making and coordination”attdition,
they stated that social networks play a cruciat tial organizational knowledge sharing and tacitvdedge is
transformed into explicit knowledge through suckiabgatherings. An extension of this study int&enyan
context would enhance tacit knowledge sharing ciéifab in the organizations listed in the NSE.

Organizational structure supports KM activities veh¢he organizational structure is centralizeds les
formalized and more integrated (Mahmoudsalehi gt24112). In order to leverage knowledge for immayv
performance, organizations need to have key cdpebibne of them being KM infrastructure capapilithich
comprises technology, structure and culture (Gdldale 2001). It is acknowledged that the efficieartd
effective application of KM requires a strong argbmpriate KM infrastructure (Tiwana, 2000) in wihnic
organizational structure is essential. Where omgitinal structure encourages flexibility, there high chances
that KM infrastructure will support organizationaitiatives such as ERP implementations.

Organizational structures should be flexible wharanagers focus more on the synchronization of
organizational processes and less on the contulttam direct command of their subordinates. Thisaeces
employee ability to exercise control in providirgugions to dynamic environments (Hasgall & Shoha2008)
which require the sharing of tacit knowledge. DgriBRP implementations, consultants are requiretdattsfer
relevant knowledge to the client organization. Camips that adopt flexible and increasingly flatasrgational
forms encourage communication and teamwork amaffyreembers which is necessary for knowledge sbarin
(Wang et al., 2007). A study by Jeng and Dunk (20%8ealed that decentralized organizational stmest
support knowledge creation and positively influenttee success of ERP systems.

No such study had been carried out in Kenya arsl nieicessitated the inclusion of organizational
structure as part of KM infrastructure in this m®d based on Gold et al. (2001) and the results of
Organizational structure can therefore be said lay @mn important role in the early days of the ERP
implementation process. The anticipated changeshimg an ERP implementation should be aligned i
structure by understanding changes the system mag labout from an organizational perspective.slt i
important to ensure that the structural constraiotsthe implementation and the business’s strategic
organizational plan are aligned (Francoise, Boutg&uPellerin, 2009)

3.0 Methodology
The study adopted a positivist approach becausgahleof the research was to describe phenomenhattieacan
only directly observe and objectively measure. f&asin advocates the application of the methodthefmatural
sciences to the study of social reality and beydin study adopted the descriptive and causal desigcause
the objective was to find out whether there exiséedappropriate organizational structure to suppdvk
infrastructure capability during the implementatafrfERP systems in the organizations listed inNB&.

The total population was three hundred and fift¢8th5), comprising CEOs/general managers,
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marketing managers, human resource managers, I'agasnand finance managers each of the 63 companies
listed in the NSE. Only one representative of tive Categories was to be selected from each orgtmiz
Following on the determination by Gold et al. (2)0these categories were chosen because theyamés
that deal directly with KM infrastructural and pess capability.

The study used simple random sampling to selectfi@® 315 of TMT of listed firms in the NSE. The
Taro Yamane’'s sample size selection formula foniéef population given as

315 306

n= =

1+ 315 %0.01%

was applied (Umoren et al., 2009). Purposive sargplas used to select five top management team erasmb

from each firm.

3.1 Measuring organizational structure

Measuring structural infrastructure considers el@iesuch as centralization and decentralizations $tudy
focused on decentralization in organizations, wheflers to the extent to which the decision-maldathority is
dispersed throughout the organization (Daft, 198Bhe dispersion of power promotes spontaneity,
experimentation, and freedom of expression. Orother hand, the concentration of authority hindeesativity
among employees, which is critical for knowledgeeation (Graham & Pizzo, 1996). In centralized
organizations, communication can become a time wumg process hindering inter-departmental
communication and idea sharing (Bennett & Gabd®99). This leads to distortion of ideas and atshme
time reduces the rate at which new ideas are aeate@an organization (Stonehouse & Pemberton, 1999)
Decentralization is preferred to centralization anknowledge-based environment because it promdtes t
moderation of the decision-making authority in khedge based organization (Szulanski, 1996). Shaaird
collaborating across boundaries within the orgditmaand across the supply chain can be facilitatetie
organizational structures are designed for fleitib{iGold et al., 2001). Lee and Choi (2003) depeld a five-
item measure of this construct and this was adolpyettie researcher to measure the level of dedizattian of
the decision making authority in the organizatiofsese items of measure are listed in Table 3.1.

Table 3.1

Items of Measure for Structural Infrastructure

Item

Code Item Wording
In my organization employees....

STR1 can take action without a supervisor

STR2 are encouraged to make their own decisions

STR3 do not need to refer to someone else

STR4 do not need to ask their supervisor beforieract

SRT5 can make decisions without approval

The items of measure were adopted in order tothestiegree of decentralization in organizatiorntedisn the
NSE

Cronbach Alpha was used to assess the reliabilitheodata. The test also was used to determine the
questions that would be dropped in order to enhaneeeliability of the instrument. The test revehthat a
number of items in the constructs were reducethag brought down the alpha value to below the efftpoint
of 0.7. This reduced the number of questions fr@@ tb 92.

In this study, convergent validity of constructssviavestigated by examining the correlation coefiti
between measures of the same constructs to finavloether they were measuring the same construsttiv@o
and significant correlations below 0.8 among paifriem measures indicate converge validity. THiaadred
and six (306) structured questionnaires were Histeid to respondents by personal delivery. Perarisg
distribute the questionnaires in the targeted fiwas sought from relevant officials in those firms.

In this study, all of these requirements were iRgst, no risk or harm was involved in participagim
the survey. Second, the respondents’ participatias completely voluntary and they were also fre@itbdraw
their consent or discontinue participation at ainyetduring the process without any consequence ebiar,
any information provided by respondents was preteeind kept strictly anonymous, confidential, aridgte.

3.2 Data Analysis

Exploratory data analysis was conducted to proveselts about the general properties of the dalleated.
The IT support construct was refined by utilizingnpipal component analysis on the initial itemsngoising
each construct. Each principal component analygimeed factors, and factor loadings greater th&nwere
retained for each principal component extractedir(ldaal., 2010). To assess the factorability efris, the
researcher examined this indicator (i.e. Kaiser &te€ylin Measure of Sampling Adequacy). For evenAERE
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was found that manifest variable had a KMO MeasofeSampling Adequacy above 0.78, which is aboee th
threshold of 0.6 (Kaiser, 1974). When applying ERBAe results showed a clear factor structure with a
acceptable level of cross loadings.

SEM was applied to obtain the path coefficientshef final research model. Parameter estimates and
their associated 95% confidence intervals were rtedao provide point and interval estimations loé {SEM
estimate. A p-value of less than 0.05 was consitistatistically significant for the structural pa®EM was
performed using AMOS version 21.0 and the path faoefits between variables and their corresponding
constructs and between constructs were interpietedms of magnitude, direction and significantke results
of the model were reported and relevant hypothasiepted or rejected as appropriate dependingepdth
coefficient.

4.0 Results

The results indicated that overall, respondentagieed that there existed a structural infrastracio the
organizations listed in the NSE (Agree and Strorfglyee STR1, 28%; STR2, 37%; STR3, 23%; STR4, 32%
and STR5, 22%). This means that management stasciarthe organizations listed in the NSE are ridged

do not allow for flexibility in decision making. @trol is concentrated at the senior managing level.

Table 4.1

Summary Statistics of the Organizational StructureConstruct

Organizational Strongly Disagree  Neutral Agree Strongly Std.
Structure Disagree (%) (%) (%) (%) Agree (%) Mean Deviation
STR1 8 31 33 23 5 2.85 1.030
STR2 7 24 32 30 7 3.06 1.062
STR3 10 23 44 17 6 2.86 1.021
STR4 12 25 31 24 8 2.90 1.139
STR5 12 28 37 14 8 2.79 1.102

4.1 Reliability, Validity and Confirmatory Factor A nalysis
The organizational structure construct was revievied reliability and convergent validity prior toEM
analysis. Organizational structure had a KMO measifirsampling adequacy of 0.905, which was aboee th
threshold of 0.6. Exploratory factor analysis ush@A with promax rotation revealed that all thetéadoadings
were above the acceptable threshold of 0.5. Itedal tmrrelations measuring the internal consisteotyhe
structure construct for the sub-scales STR1, SERR3, STR4 and STR5 were 0.847, 0.790, 0.822, (a867
0.804 respectively, which was above the 0.3 thhgsiH®TR1, STR2, STR3, STR4 and STR5 were therefore
maintained for measurement model estimation as #whjeved the required thresholds for reliabilityda
convergent validity. Additionally, the items of nseme STR1, STR2, STR3, STR4 and STR5 had factor
loadings of 0.905, 0.866, 0.888, 0.919 and 0.88peetively, which accounted for 79.32% of the \aility in
organizational structure. A Cronbach’s coefficiafgha of 0.934 for organizational structure indéchthat the
measuring scale was reliable.
The composite reliability value of the organizatibstructure construct exceeded the cut-off vafug@ dand the
values of average variance extracted (AVESs) wasertiman 0.5 (Bagozzi et al., 1991; Hair et al., 2010
Confirmatory Factor Analysis (CFA) was performed arganizational structure as a dimension of
KMIC in order to provide a confirmatory test of theasurement theory. When a CFA model exhibits gesst
of-fit and displays construct validity, the valigiof the measurement theory is supported. Thisdstrerequisite
for the structural theory testing, the second steSEM (Hair et al., 2006). The fit statistics dfet overall
structural model were then assessed and the individarameter estimates examined to test the hgpiad
theoretical relationships. The results of the CBAthe organizational structure construct are plgsented in
Table 4.2
Table 4.2 Summary for Organizational Structure t¢arcs

EFA CFA
Firstorder ~ Cronbach’s tem total PCA Standardized | s
constructs alpha Item . KMO component Regression
correlation X 2
loading Weights (\)
0.934 STR1 0.847 0.905 0.905 0.889 14.539
Structure STR3 0.822 0.888 0.854 15.548
STR4 0.867 0.919 0.906 17.541
STR5 0.804 0.875 0.838 14.992
Variance extracted 79.32%
Items deleted STR2
Composite reliability 0.935
Average variance extracted (AVE) 0.743
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4.2 Testing of the Hypothesis

Organizational structure was found to have an mifigant relationship with KM infrastructure. Theath
coefficient was 0.005 with a t-value of 0.061 arghaalue of 0.952. In this regard, the researchited to reject
the hypothesisio that there is no significant relationship betweeganizational structure and KM infrastruture
capability. This is shown in Table 4.3.

Table 4.3Regression weights of IT support and KM infrastuoetcapabilityduring ERP implementation

Standardized Estimate Estimate S.E. T-value P

STR  <--- KMIC 0.005 0.010 0.171 0.061 0.952

5.0 Discussion

The research found out that organizational strectisr not considered a significant component of KM
infrastructure in the companies listed in the NSEganization structure has a coefficient value .008 with a
p-value of 0.952 hence the study fails to rejeet tlull hypothesis. This finding implies that orgaational
structure is not a statistically insignificant indior of KM infrastructure capability in the compesnlisted in the
NSE. These results contradict earlier studies wipiokited that sharing and collaborating across thaties
within the organization and across the supply clbambe facilitated if the organizational structuaee designed
for flexibility for example (Gold et al., 2001).h€ findings imply that most companies listed in M®E in
Kenya still practice silo behavior where individugivisions, units, or functional areas operate i&ss Sor
independent agents within the organization (Johak,e2006). Highly centralized, hierarchical stures tend to
inhibit the type of knowledge sharing required &ganizational learning during periods of extensitange
(Jones & Price, 2001). Decentralised structures said to support KM infrastructure and IT innogat
through flexibility. In the case of the companiésdéed, the structures appear to be mechanisticanttalized.
This finding contradicts assertions that a decéiné@ structure indicates the extent to which tleeision-
making authority is dispersed throughout the orgation (Daft, 1986); and also contradicts the dgsethat the
dispersion of power promotes spontaneity, experiaiem, and freedom of expression; the conceninatib
authority hinders creative solutions which can bgcal for knowledge creation (Graham & Pizzo, 699Based
on structural equation modeling results, organireti structural effect on KM infrastructure alssmtradicts the
arguments of prior studies e.g. (Zheng et al., 20D et al., 2011).

5.1 Conclusion

This study leads to the conclusion that the orgaiminal structures in the companies listed in tf&ENare not
flexible enough to enhance ERP implementation SsCEhis poses a problem, as these organizatiagist mot
have the flexibility required for ERP implementaitsoduring which extensive knowledge exchange tpkase
between the consultants, the internal implementagam and the other employees in the organization.

5.2 Recommendations

Centralized organizations hinder inter-departmeotahmunication and idea sharing. Our recommendason
that organizations should relax the concentratibnthe decision-making authority. This can be done b
organizations increasingly moving towards deceizedl structures, which provide the flexibility repd for
knowledge sharing in ERP implementation projectgiaizations should allow employees to interactlfrand
management should empower members of an implenmmntaam to some basic decisions without necegsaril
having to refer to senior supervisors. This willpiove on the speed of execution of key activitiesird)
implementation of projects such as ERP systems.
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