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ABSTRACT
As a class in IS that manage organizational
knowledge, the positive contribution of KMS success
to business performance has been published by many
researcher. However, there are reports that casted a
doubt on such a claim. This study is one of another
exploration on the subject that aimed at investigating
correlation between a company’s KMS success level
and business performance represented by productivity
measurement. The company under this study is a
publicly-listed company in the IT services industry
which have 27 branch offices and over than 70
service point throughout the country. The KMS
success level is measured using the KMS success
model provide by Wu and Wang based on DeLone
and McLean IS success model. We using the
Spearman Rank Correlation Test as a non-parametric
statistical hypothesis testing method. A nagative
correlation was found between KMS success level
and total factor productivity, although there is a
positive correlation to profit-based productivity
measure. By investigating the result, we discovered
an interesting observation that might explain why
some studies did not find positive correlation between
KMS success and business performance measures. In
this case, we found that there was a time lag between
the KMS success level improvement and its impact to
productivity level of the company.
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1. INTRODUCTION
Many research has been stated that
knowledge is an important asset and potential
strategic resource that gives company a basis for
business
competitive
advantage
[1][2][3][4][5][6][7]. Thus, many organizations
are developing IS that are designed specifically to
facilitate knowledge management; these are
termed knowledge management systems (KMS).
As a class of IS that manage organizational
information and knowledge, KMS developed to
support and enhance the organizational processes
of knowledge and information creation, storage
and retrieval, transfer, and application [1].
Positive contribution of KMS success to business
performance has been much published and claim
that there is positive relation between KM
strategy in strategic alignment to business
performance [8]. However, there have been many
researchers who casted a doubt on such a claim as
they did not find such a positive correlation.
The objective of this study is to investigate
the correlation between an organization’s KMS
success and a number of the organization’s
business performance by measuring the
productivity. The KMS success itself measures
using Wu and Wang KMS success model [1]
while the productivity measures using Total
Factor Productivity (TFP) that also used by Nash
[9]. We also use profit-based productivity that
used as productivity indicator by the object of this
study. A publicly-listed company whose business
is in the IT services industry is chosen as object
of the case study. At the request of the company,
we do not disclose the company’s name and,
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instead, we use an arbitrary name, ZZ, as the
name of the company. The vision of ZZ’s is to
become the best document, information, and
communication technology based business
solution provider in Indonesia. By the end of
2011, ZZ had 27 offices throughout the country
[10]. We obtained the company’s financial
reports for year 2009 to 2011 and excluded the
report for year 2008 because the financial market
crash in 2008 had significantly affected the
company’s financial performance and resulting in
data that is out of its normal pattern.

A study by Yuwono and Vijaya [11] shows
the impact of IT governance maturity level on
business productivity. The study shows how to
measure correlation between IT governance
maturity level with organization’s productivity.
Also a study by Nash [9] that measuring the
impact of an organization’s maturity in aligning
its IT and its business on the organization’s
productivity and profitability. The organization’s
productivity was measured using Total Factor
Productivity (TFP), and its profitability was
measured using Sales Level, Enterprise Value to
Sales, and Net Profit Margin.

2. LITERATURE REVIEW
3. KMS SUCCESS MEASURE
A study by Chen, Huang, and Liu [3] shows
that KM strategy has a positive contribution to
business performance. By drawing the concept of
strategic alignment, that study proposed a KM
strategic alignment model (KMSAM) within
which business strategy, HRM strategy, KM
strategy, and IT strategy are coexisted. Figure 1
shows the KM strategic alignment model
(KMSAM). The study found that the strategic
alignment between KM and IT with other
resources or strategies used in managing business
activities must be considered for business
performance.
Figure 1. KM strategic alignment model (KMSAM) [3]
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Figure 3. Company’s KMS success level for year 2009-2011

Figure 2. Correlations between five variables of KMS
Success [1]
Figure 1. KM strategic alignment model (KMSAM) [3]
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4. PRODUCTIVITY MEASURE
Productivity is a ratio of production output to
input required to produce it. The commonly used
to measure the productivity is total factor
productivity (TFP). This productivity index
measures the percentage change in revenue
amount per employee profit per employee by
taking into account changes in the company’s
revenue and asset. The definition of TFP used in
this study is same as that of Nash [9] as well as
that of Yuwono and Vijaya study [11], as follow:
TFP = ΔRE – (ΔAE × K)
Where:
ΔRE is the percentage change in revenue amount
per employee,
ΔAE is was the percentage change in assets per
employee, and
K is was a constant representing the effect of IT
investment on productivity.
We use K = 0.25 based on the data from the
APO Productivity Databook 2011, published by
the Asian Productivity Organization [13]. Since
the study is only concerned with the trend over
time, it is worth nothing, while the choice of K
has no impact on this study result.
The company in our case study, ZZ, defines
its productivity index by divided profit to man
power as follow; referred here as corporate
productivity index (CPI):
CPI = IFO/MP
Where:
IFO is the income from operation or operating
income, defined as revenue subtracted by
operation expenses, and
MP is the number of employee or man power
used to produce the income.
5. METHODOLOGY
The study is conducted as follows. First, we
measure the KMS success level by using
company’s survey data for each time periods, i.e.,
2009, 2010, and 2011. Items in the questionnaire
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were measured using a five-point Likert scale
ranging from (1) strongly disagree to (5) strongly
agree.
After that, we calculate the value and
summarize it. However, since the time references
of the study are in the past, historical maturity
data is required. Such data is available as the
company had been annually, measuring the user
satisfaction level of company’s information
management (IM) services. The data that needed
in this study is only concern with the change of
KMS success level over time.
The final step of the study is to measure the
correlation between the KMS success level, and
the company’s CPI and TFP, on the other hand, a
non-parametric statistical hypothesis testing using
the Spearman rank correlation coefficient [14] is
used to measure the significance of the
correlation. The hypotheses being tested are:
H1: the company’s KMS success level correlates
positively with the corporate productivity index.
H2: the company’s KMS success level correlates
positively with the company’s total factor
productivity.
6. KMS SUCCESS LEVEL
The KMS success level of ZZ is the average
measured value of all construct definition and
measure from Wu and Wang KMS success model
[1].
In order to calculate the value, we use annual
company’s survey data that relevant to the
reference model. This is performed for each of
the time periods, i.e., 2009, 2010, and 2011. As
described earlier in the discussion of
methodology, we need to use ZZ’s KMS success
level data for each time period from company’s
survey data. Table 1 shows the recapitulation of
KMS
success
construct
measure
that
accommodates in company’s survey data.
It is important to note that there are some
reference
construct
measures
are
not
implemented fully by company’s survey data. In
this study, we treat such partial data as full data.
We can do so since the study is only concern with
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the change of KMS success level over time
instead of the precision of the KMS success level
measurement. As long as the KMS success levels
for the periods are calculated consistently there
should be no problem.
Figure 3 shows the company’s increase in its
KMS success level over the years. There are
some improvements to the company’s KMS that
impact on its KMS success level as can be seen in
Figure 3.
7. BUSINESS PRODUCTIVITY

Figure 3. Company’s KMS success level for year 2009-2011
Table 2. Productivity components and its values for year
2009, 2010, and 2011

To compute the business productivity, we
gather needed data from company’s annual
report. Table 2 shows the summarize values of
the productivity component.
Table 1. Productivity components and its values for year
2009, 2010, and 2011

Figure 4 shows the company’s increase CPI
over the years.

Figure 4. Company’s CPI for year 2009 to 2011

The company’s and TFP trajectories from
year 2009 to 2011 are shows in figure 5.

Figure 5. Company’s TFP for year 2009 to 2011
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8. THE CORRELATION
In order to determine whether there is a
significant correlation between company’s KMS
success level and its productivity indicators; we
compute the Spearman’s rank correlation
coefficient for each of the hypotheses.
The Spearman’s rank correlation coefficient,
, measures the strength of the correlation
between two lists of rank order. The correlation
coefficients are computed for the rank orders
shown in Table 3.
Table 3. Rank orders used in the spearman’s rank
correlation coefficients computation

besides KMS strategy and performance as drawn
in KMSAM model (figure 1), such as IT strategy,
HRM strategy, and business strategy.
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