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Abstract

Social networks are at the heart of human interactions in organizations. Such interactions entail a continuous
interchange of explicit and tacit knowledge, resulting in organizational learning; with the attendant positive
impact on organizational performance and competitiveness. Scholars have studied different aspects ofthis
phenomenon. The current study, using data gathered from 135 ICT content providers based in Nairobi licensed
by the Communication Authority of Kenya, adds to the repository of strategic management knowledge by
providing empirical evidence showing that social networks have a mediating effect on the influence of tacit
knowledge on organizational learning. Further, that organizational learning itself mediates the effect of tacit
knowledge on competitive advantage.

Keywords: Social Networks Theory, Resource-Based View, Knowledge-Based View, Organizational Learning
Theory

1. Introduction

The desire for individuals to belong to social networks is inherent in human nature. Almost all interactions
between people can be thought of in the context of a social network of one form or another (Kadushin, 2012). As
stated by the Greek philosopher Aristotle in the 4" Century BC, nature has implanted a social instinct in every
human being and anyone who is not able to live in society, or who believes that he is self-sufficient “must be
either a beast or a god” (as cited in Butler,1886, p.113).

In an organizational context, social networks are an important means through which knowledge is disseminated.
The repetitive actions by individuals in the organization, and their continuous interaction with one another
transform knowledge into products and services (Guyo, 2012; Kogut & Zander, 1992). It is not the people that
one hires that are the assets; it is the relationships that they bring to the firm that add real value. These
relationships and intellectual capital, of which tacit knowledge is a part, are intrinsically linked and contribute to a
firm’s competitiveness (Kamukama, 2013). Networks that facilitate knowledge transfer among people in a firm
provide opportunities for learning and cooperation (Janhonen & Johanson, 2011).
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Collaboration through social networks allows individuals in teams to use shared knowledge effectively for the
betterment of the firm, with employees attaining the dual benefit of individual and team accomplishment. Social
networks provide the context through which the sharing of knowledge occurs in a continuous individual and
organizational learning process that enhances the competitive advantage of the organization (Nonaka, 1994,
Shilke, 2014).

Social networks evolve from individual members in an organization interacting with one another, as well as with
other people outside the organization; and in the process producing extended network structures. These
interactions take place within the context of the social status of the individuals and the institutions to which they
belong (Kadushin, 2012). Social networks are key organizational structures for sharing of knowledge in teams and
workgroups (Bosua & Scheepers, 2007). Evans et al. (2013) describe social networks as the set of people with
whom individuals working in an organization interact. This includes other employees, customers, suppliers,
family members and other social groupings. An individual’s free will in decision-making is limited by influences
of their social setting. In other words, the individual becomes less of a principal and more of an agent considering
the norms of the profession to which he belongs, the organization of which he is a member, and his cultural
background; as well as his or her religious background. Because of this, knowledge acquisition and transfer by an
individual must be considered in the wider context of the social setting of which the individual works as its agent
(Bartlet & Ghoshal, 2013).

Organizational learning occurs when new tacit and explicit knowledge is developed based on the on-going
experiences of individuals in the organization. Further, organizational learning can potentially influence behaviors
and improve the capabilities of the organization (Jiménez-Jiménez & Sanz-Valle, 2011. It can also be viewed as
the change that occurs in accumulated knowledge of an organization as the organization gains experience. It takes
place through individuals. It entails continuous validation and transformation of experiences into knowledge that
is valuable to the organization (Argote, 1999; Argyris & Schon, 1978; Nonaka, 1994; Namada, 2013; Nzuve &
Omolo, 2012).

Competitive advantage, on the other hand, is a firm’s unique position relative to its competitors. It is an attribute
or combination of attributes such as a physical resource or an intangible resource that enables an organization to
perform better than its rivals. Sustainable competitive advantage is also a function of the extent to which the firm
is able to prevent entry of new players in that industry, threats of substitute products or services, and competition
between existing players in the industry; the power exerted by suppliers in the industry, and the power possessed
by buyers in that industry (Porter, 2008; Ogutu & Nyatichi, 2012).

The main objective of the current study was to determine how social networks affect the influence of tacit
knowledge on organizational learning, and the attendant impact on competitive advantage. The study domain was
the ICT sector in Kenya. This sector has been growing rapidly in recent years, opening up new avenues for
knowledge creation and dissemination. It contributes about 1.7% to the Gross Domestic Product of the country;
and is critical to the government’s objective of achieving rapid modernization and growth of the economy
(Communications Authority of Kenya, 2015; Kenya National Bureau of Standards, 2018).

2. Materials

The main theories that underlie the relationship between tacit knowledge, social networks, organizational
learning, and competitive advantage are the Resource Based View, Knowledge Based View, and Organizational
Learning Theory; and Social Networks Theory. Competitive advantage is a relative notion and is embedded in all
these theories. It refers to superior performance of a firm compared to its peers in the same industry or relative to
the industry average; and is dependent on the contextual setting under consideration (Nonaka, 1994; Nonaka &
Krogh, 2009; Raduan, Jegak, Haslinda, & Alimin, 2009; Teece, Pisano & Shuen, 1997).

The Resource-Based View has its roots in evolutionary economics theory. This theory looks at competitive
advantage from the “inside-out”. In other words, the firm is considered to be a bundle of resources and
competitive advantage is sustained by nurturing opportunities inherent in the internally endowed resources.
Unlike in the Porter (2008) model where the industry takes center stage, “the outside-in-model”, in the Resource
Based View, the firm is the central unit of analysis and competitive advantage is said to be dependent on four key
attributes of a firm’s resources: namely, how valuable they are, their rarity, their un-substitutability, and their
inimitability (Barney, 1991; Kamukama, 2013).
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The Knowledge-Based View extends the ideas of the Resource-Based Viewand postulates that knowledge is a
special resource that is at the heart of a firm. Further, that knowledge is heterogeneous, cannot be easily imitated
by others outside the firm, and is therefore a source of competitive advantage. The Knowledge-Based View
considers knowledge as a resource that is of strategic importance to a firm. Further, that because knowledge,
especially tacit knowledge possessed by individuals in a firm, is complex and difficult for others to copy, it
creates a competitive advantage (Polanyi, 1966; Cheruiyot, Jagongo,& Owino, 2012; Nonaka & Krogh, 2009), a
key focus of the current study.

The emergence of ideas around the Social Networks Theory can be attributed to social economists who
introduced the term social capital to describe social relationships between individuals that translate into the
creation of economic value (Smedlund, 2008). Smedlund argues that the idea of social capital can be equated to
the notion of informal organization that exists in a firm, an organizational arrangement that is not necessarily
aligned with the formal organizational hierarchy of the firm. Smedlund proposes that social networks are germane
to social capital, and follow the logic of the economic theory of increasing returns. In other words, as more and
more actors join the social network, the network simultaneously continues to grow stronger and adds value to the
individuals in it; as well as to the organization in which they belong. Smedlund further argues that tacit
knowledge is an inherent aspect of social networks, and that strong links amongst people in a network creates
trust and commitment which in turn facilitates easier communications between the network participants.

The transfer of tacit knowledge within a social network is dependent on the relationships between individuals in
the network. An awareness of how individuals share knowledge is key to the understanding of the workings of
social networks. It can clarify the position of individuals as actors within a network and the implications of this on
access to information, and how this ultimately affects organizational performance (Evans et al., 2013). In some
industries, such as the hyper-competitive biotechnology industry, where there is rapid knowledge creation and
obsolescence, formation of social networks is one of the most efficient tools for diffusion of tacit knowledge that
manifests itself as organizational learning that ultimately creates competitive advantage (Grant, 1999; Liebeskind,
Oliver, Zucker, & Brewer, 1995).

The Organizational Learning Theory has its roots in the behavioral theory of the firm pioneered by Cyert and
March (1963). The key postulate of the theory is that as individuals within an organization learn, the organization
itself learns too. The knowledge generated by individuals is embedded in the mainstream of organizational
processes and translates into improvements in the performance of the organization. It is the process through which
an organization eventually accomplishes the ideal of becoming a learning organization (Argote, 1999;Namada,
2013; Serrat, 2017).

Several studies have been done in the recent past examining different aspects of the relationship between tacit
knowledge, social networks, organizational learning; and competitive advantage. Examples include the study by
Janhonnen and Johanson (2011). This study focused primarily on knowledge creation, knowledge diffusion, and
social networks in the context of teams, but did not examine how these constructs influenced the competitiveness
of the organizations that were covered by the study. A study by Hau, Kim, Lee, and Kim (2013) involving 2,010
employees in seven firms in Korea looked at how motivations of individuals and social capital affect their
intensions of sharing tacit knowledge. The study found that social capital and intension to share tacit knowledge
were positively correlated. However, the study did not look at how these two variables interplayed with
organizational learning; and the related effects on competitive advantage. The results of a research study in
Ireland covering 48 teams in 46 small and medium-sized software development firms supported the hypothesis
that the tacit knowledge possessed by a team is generated to a certain extent through the frequency of social
interactions, which in turn improves the competiveness of the firm (Ryan & Lero, 2012). Munjuri (2013), in a
study covering 54 licensed banks and insurance firms in Kenya, established that social capital, together with
employee empowerment mediates the relationship between human capital on firm performance. Social capital, in
this context, was defined as the actual and potential resources that an individual enjoys by virtue of the network of
relationships that they possess. Empirical evidence from the study showed that social networks provided the
necessary traction for tacit knowledge to translate into a competitive advantage for the organization. These
findings seemed to resonate with the views of Ding et al. (2015) that sharing of tacit knowledge is a highly
personal cognitive process that occurs in an environment characterized by trust, respect and reciprocity. However,
the study did not explicitly test the organizational learning that emerges from tacit knowledge sharing.
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In addition to the gaps in empirical research examples of which are presented above, it is evident from the
existing literature that there is an unsettled debate amongst scholars on the operationalization of the tacit
knowledge construct (Ambrosini & Bowman, 2001; Buunk, 2017; Donaldson, 2001; Gourlay, 2004; Gourlay,
2006; Huysman & Wulf, 2006; Leonard & Sensiper, 1998; Ngah, & Jusoff, 2009; Polanyi, 1996; Spender
1996;Taylor, 2007; Tsoukas, 2009; Tsoukas, 2015; Wagner &Sternberg, 1985). A similar state of affairs prevails
with respect to the competitive advantage construct (Barnes, 1954; Nonaka, 1994; Nonaka & Krogh, 2009;
Raduan, Jegak, Haslinda, & Alimin, 2009; Sigalas, Economou, & Georgopoulos, 2013; Teece, Pisano & Shuen,
1997; Turner, 2009). These challenges probably explain the apparent dearth of empirical studies on the
relationship between tacit knowledge and competitive advantage despite the considerable amount of related
conceptual strategic management literature. There appears to be better alignment amongst scholars regarding
operationalization of the social networks and organizational learning constructs (Collins, 2003; Lloria & Moren-
Luzon, 2014; Namada, 2013).

The current study was motivated by a desire to contribute in filling some of the gaps in empirical research; and
was guided by one pertinent question. To what extent do social networks mediate the influence of tacit knowledge
on organizational learning, and does organizational learning itself amplify the direct effect of tacit knowledge on
competitive advantage?

3. Methods and Results

The research followed a post-positivist critical realism philosophical orientation, using a cross-sectional survey.
By following a positivistic approach, quantitative data was elicited from study participants using a self-
administered survey instrument. The key research variables were evaluated using proxy indicators of each
variable, with an allowance for measurement errors, in line with the post-positivist critical realism paradigm.The
population for the study was the 197 ICT content service providers based in Nairobi licensed by the
Communications Authority of Kenya (2015). Valid feedback was received from 135 firms, representing a
response rate of 69% which was within the required sample size threshold.

Data was sought from three managers from each of the firms under study namely, the Strategic Planning
Manager, the ICT Manager, and the Human Resources Manager. In instances where these positions were not in
existence or the managers were unavailable, feedback to the survey was solicited from other managers holding
different titles but performing equally senior functions in the organization. Sample bias homogeneity of variance
tests were performed using One-Way ANOVA to confirm that there were no significant differences in the way
that the different categories of managers responded to the questionnaire.

The research hypotheses that were tested in the study were as follows:

Ho::  Social networks do not mediate the influence of tacit knowledge on organizational learning

Hi:  Social networks mediate the influence of tacit knowledge on organizational learning

Hq,:  Organizational learning does not mediate the influence of tacit knowledge on competitive advantage
H,:  Organizational learning mediates the influence of tacit knowledge on competitive advantage

The quality of an empirical study depends to a large extent on the choice of measures used to operationalize the
study variables and how these measures align with the circumstances of the study (Cooper & Schindler, 2006).
The challenge of choosing the right measures is magnified when one is dealing with abstract concepts, such as the
ones applicable in the current study (Zikmund, Babin, Carr,& Griffin, 2010). Because of this, multiple indicators
of the latent variables for the current study were used, closely aligned with indicators used in prior empirical
studies, in order to obtain reasonably accurate representations of the underlying concepts (Awino, 2013; Collins
2003; Lloria & Moren-Luzon, 2014; Namada, 2013; Rashid, Hassan,& Al-Oqaily, 2015; Yang & Farn, 2010).
The four constructs in the conceptual model that guided the empirical study were tacit knowledge, organizational
learning, social networks, and competitive advantage.

The mediating effect of social networks in the context of the overall hypothesized model,which also includes the
direct effect of tacit knowledge on competitive advantage with organizational learning as a mediator of this
relationship, was tested using the SmartPLS data analysis tool(Ringle, Wende & Becker, 2015). The mediating
effect of organizational learning on the relationship between tacit knowledge and competitive advantage in the
context of the overall hypothesized model, was also tested using the SmartPLS too. These tests were done in two
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stages. Firstly, indicators of all the first order constructs were used to generate factor scores for the first order
constructs. Secondly, the first order factor scores were used as indicators of the second order constructs.

Latent variables of the second order constructs were then generated from SmartPLS and used to run the PLS
algorithm and bootstrapping. The bootstrapping algorithm was run in SmartPLS using 5,000 sub-samples. Figure
1 shows a structural model extracted from SmartPLS reflecting the four hypothesized latent variables and their
interrelationships. Tablel contains various pertinent indicators generated from SmartPLS in respect of the
relationship between the four constructs tacit knowledge (TKW), social networks (SNW), and organizational
learning (ORG); and competitive advantage (CAD).

Tablel: Indicators of the Relationships between TKW, SNW, OGL, and CAD

Description  Path Model Original Standard T Statistics P
Sample Deviation |O/STDEV|) Values
(O0) (STDEV)

Total ORG -> CAD 0.723 0.050 14.553 0.000
Effects SNW -> CAD 0.359 0.045 7.917 0.000
SNW -> ORG 0.496 0.053 9.336 0.000
TKW -> CAD 0.626 0.064 9.726  0.000
TKW -> ORG 0.585 0.071 8.216 0.000
TKW -> SNW 0.284 0.073 3.899 0.000
Specific TKW -> SNW -> ORG ->
Indirect CAD 0.102 0.027 3.789 0.000
Effects TKW -> ORG -> CAD 0.321 0.052 6.150 0.000
TKW -> SNW -> ORG 0.141 0.036 3.882 0.000
f-square ORG -> CAD 1.305 0.362 3.607 0.000
SNW -> ORG 0.524 0.138 3.788 0.000
TKW -> CAD 0.103 0.050 2.056 0.040
TKW -> ORG 0.419 0.182 2.308 0.021
TKW -> SNW 0.088 0.051 1.725 0.085
HTMT ORG -> CAD 0.842 0.028 29.856  0.000
SNW -> CAD 0.447 0.058 7.696 0.000
SNW -> ORG 0.622 0.044 14.098 0.000
TKW -> CAD 0.626 0.064 9.726  0.000
TKW -> ORG 0.585 0.071 8.216 0.000
TKW -> SNW 0.284 0.073 3.899 0.000
SRMR Estimated Model 0.019 0.006 3.216 0.001
R Square CAD 0.736 0.042 17.637 0.000
ORG 0.568 0.572 0.058 9.857
SNW 0.081 0.085 0.041 1.968

Note. TKW = Tacit Knowledge; SNW = Social Networks; OGL = Organizational Learning; CAD = Competitive
Advantage; HTMT = Heterotrait-Monotrait Ratio
Source: Research data, 2018

The Heterotrait-Monotrait Ratios (HTMT) for all the relationships between the constructs were below the .90
threshold. The p-values for all the ratios were below .05 whilst the related t-statistics were above 1.96 (2-tailed)
suggesting that there was discriminant validity between the constructs. The SRMR ratio for the model was .019
which was below the recommended threshold of .08 indicating good model fit (Gaskin & Lim, 2016; Henseler,
Ringle & Sarstedt, 2015).

The test results showed that social networks did indeed mediate the effect of social networks on organizational
learning. The specific indirect effect was .141(p-value = .000; t-statistic = 3.882). Accordingly, the null
hypothesis (Ho,) that social networks in an organization do not have a mediating effect on the influence of tacit
knowledge on organizational learning was rejected, and the alternative hypothesis (H,) that social networks in an
organization have a mediating effect on the influence of tacit knowledge on organizational learning was accepted.
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The specific indirect effect of organizational learning on the influence of tacit knowledge on competitive
advantage was .321(p-value = .000; t-statistic = 6.150).

The indirect effect was significant based on the .05 level of significance and the 1.96 threshold for t-statistics (2-
tailed). This meant that the specific indirect effect of organizational learning on the relationship between tacit
knowledge and competitive advantage was statistically significant. Accordingly, the null hypothesis (Hg,) that
organizational learning does not have a mediating effect on the influence of tacit knowledge on competitive
advantage was rejected, and the alternative hypothesis (H,) that organizational learning has a mediating effect on
the influence of tacit knowledge on competitive advantage accepted.

4. Conclusion

The study showed that whilst the primary mediator of the influence of tacit knowledge on competitive advantage
is organizational learning, social networks effectively enhance this mediation process. The plausibility of this
notion is apparent when one considers that organizational learning processes by their nature entail interaction
between people in an organization, for example through best practice sharing or through knowledge sharing in
work groups. With this in mind, it makes sense that the social networks, operationalized in the current study as the
frequency and closeness of interactions between employees and internal and external contacts; and internal
network building practices, would enhance the effectiveness of the organizational learning processes.

5. Implications of the Study

The study is an additional building block in strategic management theory, backed by empirical evidence, on the
mediating effect of social networks in the diffusion of tacit knowledge into organizational learning; as well as the
strong mediating effect of organizational learning on the influence of tacit knowledge on competitive advantage.
It can be discerned from the study that social networks are important in the diffusion of tacit knowledge and
enhancement of organizational learning; a fact that should be given due consideration by policy makers and
strategic management practitioners. The strong mediating effect of organizational learning in enhancing the
influence of tacit knowledge as a driver of organizational competitiveness means that leaders should strive to
develop and nurture an organization learning culture in their respective organizations. This would include
developing robust talent acquisition, talent development and talent retention policies; promoting a tacit knowledge
culture that includes teamwork, mentoring, and best practice sharing.
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Appendix
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Specific indirect effect (mediation) = 0.221
Social P walue = 0.000 (o = 0.05)
Networks T statistic = 6.150

Specific indirect effect {mediation) = 0.141
P walus = 0.000 [0 = 0.05)
T statistic = 3.382

Figure 1. Structural model showing relationship between tacit knowledge, organizational learning, social
networks and competitive advantage

Note: Numbers inside ellipses are R?and numbers on the arrows are standardized coefficients
Source: Research data, 2018
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