
Edeh, Friday Ogbu et al.

Article

Predicting innovation capability through knowledge
management in the banking sector

Journal of Risk and Financial Management

Provided in Cooperation with:
MDPI – Multidisciplinary Digital Publishing Institute, Basel

Suggested Citation: Edeh, Friday Ogbu et al. (2022) : Predicting innovation capability through
knowledge management in the banking sector, Journal of Risk and Financial Management,
ISSN 1911-8074, MDPI, Basel, Vol. 15, Iss. 7, pp. 1-12,
https://doi.org/10.3390/jrfm15070312

This Version is available at:
https://hdl.handle.net/10419/274834

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your
personal and scholarly purposes.

You are not to copy documents for public or commercial
purposes, to exhibit the documents publicly, to make them
publicly available on the internet, or to distribute or otherwise
use the documents in public.

If the documents have been made available under an Open
Content Licence (especially Creative Commons Licences), you
may exercise further usage rights as specified in the indicated
licence.

  https://creativecommons.org/licenses/by/4.0/

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.3390/jrfm15070312%0A
https://hdl.handle.net/10419/274834
https://creativecommons.org/licenses/by/4.0/
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


Citation: Edeh, Friday Ogbu, Nurul

Mohammad Zayed, Vitalii Nitsenko,

Olha Brezhnieva-Yermolenko, Julia

Negovska, and Maryna Shtan. 2022.

Predicting Innovation Capability

through Knowledge Management in

the Banking Sector. Journal of Risk and

Financial Management 15: 312.

https://doi.org/10.3390/

jrfm15070312

Academic Editor: Cristina Raluca

Gh. Popescu

Received: 22 June 2022

Accepted: 11 July 2022

Published: 17 July 2022

Publisher’s Note: MDPI stays neutral

with regard to jurisdictional claims in

published maps and institutional affil-

iations.

Copyright: © 2022 by the authors.

Licensee MDPI, Basel, Switzerland.

This article is an open access article

distributed under the terms and

conditions of the Creative Commons

Attribution (CC BY) license (https://

creativecommons.org/licenses/by/

4.0/).

Journal of

Risk and Financial
Management

Article

Predicting Innovation Capability through Knowledge
Management in the Banking Sector
Friday Ogbu Edeh 1, Nurul Mohammad Zayed 2 , Vitalii Nitsenko 3,4,* , Olha Brezhnieva-Yermolenko 5 ,
Julia Negovska 6 and Maryna Shtan 7

1 Department of Business Administration, Alex Ekwueme Federal University, Abakaliki 1010, Nigeria;
edeh.ogbu@funai.edu.ng

2 Department of Business Administration, Faculty of Business & Entrepreneurship,
Daffodil International University, Dhaka 1341, Bangladesh; zayed.bba@daffodilvarsity.edu.bd

3 Department of Entrepreneurship and Marketing, Institute of Economics and Management, Ivano-Frankivsk
National Technical Oil and Gas University, 76019 Ivano-Frankivsk, Ukraine

4 SCIRE Foundation, 00867 Warsaw, Poland
5 Department of Finance and Accounting, Dniprovsky State Technical University, 51900 Kamyanske, Ukraine;

ovbreol@ukr.net
6 Department of Marketing, Economics, Management and Administration, National Academy of Management,

03151 Kyiv, Ukraine; july-negovski@ukr.net
7 Department of International Economic Relations, National Academy of Management, 03151 Kyiv, Ukraine;

mvsh2307@gmail.com
* Correspondence: vitaliinitsenko@onu.edu.ua; Tel.: +380-939983073

Abstract: Purpose: The purpose of this study was to investigate the effects of knowledge management
on innovation capability in the banking sector. Research methodology: Cross-sectional research
design was employed in this study as it supports the use of questionnaire for data collection. Fifteen
deposit money banks constitute the accessible population. Questionnaire was used as an instrument
for data collection. A sample size of 272 was drawn from the overall population of 920. Overall,
259 staff participated in the study. Demographic characteristics of participants were analysed with
frequency distribution while linear regression was used to analyse formulated hypotheses with the
aid SPSS. Findings: This study found that knowledge management has significant positive effects on
innovation capability. Research limitations: The research limitation is associated with cross-sectional
survey and geographical scope. Future studies should employ longitudinal survey that support
data collection for a year. Secondly, future studies should be carried out in other countries other
than Africa. Practical implications: The implication of the finding is that managers and directors of
banks should encourage knowledge management practices in their workplaces as this has proven
by this study to improve innovation capability in terms of marketing innovation capability, product
innovation capability and process innovation capability. Originality/Value: There is no research that
has investigated the effects of knowledge management on innovation capability. Thus, this study
provides new insight on promoting innovation capability through knowledge management.

Keywords: knowledge management; bank; innovation capability; intangible resources

1. Introduction

Innovation capability is a lubricant through which organisations develop, adjust and
promote their product and services for the purpose of meeting customers’ needs. It has
been shown that firms that possess innovation capability are likely to overcome external
turbulences that would have affected their performances negatively (Mendoza-Silva 2020;
Sudolska and Łapińska 2020; Danyliuk et al. 2020); it against this premise that Purwati et al.
(2021) opined that organisation that is aiming to stay ahead of its competitors can only
achieve that when its formulated strategy is in sync with innovation capability due to
dynamism in the global environment. Innovation capability has contributed to increasing
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enterprise resilience, customer loyalty, responsiveness and sustainability (Mahmod et al.
2010). Iddris (2011) opined that an organisation’s strategic advantage is dependent on its
innovation capability targeted at new product development, rebranding the existing ones,
quite apart from the processes and marketing strategies involved. In line with the above,
innovation capability has been affirmed to be an instrument of strategic surveillance and
competitiveness which comprises marketing innovation capability, product innovation
capability and process innovation capability surrounding the major functional areas of
management (Iddris 2011; Koffi et al. 2021; Goel and Nelson 2018; Nitsenko et al. 2018).

Nevertheless, Purwati et al. (2021) affirmed that innovation capability can be attained
if directors, managers, supervisors and financial intermediary practitioners are able to
implement knowledge management practices successfully; this is the reason why Iddris
(2011) asserts that to build innovation capability requires accurate, timely and comprehen-
sive knowledge about every area of management such as marketing, production, human
resource and finance. Regarding the significance of this study, knowledge management
if effectively deployed, would enhance the performance, resilience capacity and innova-
tion capability of service organisations (Alias et al. 2018); including innovativeness and
entrepreneurial orientations of money deposit banks (Valmohammadi et al. 2019). Another
significance of this study is that knowledge management provides employees with oppor-
tunity for growth when they share knowledge that is relevant in solving pressing problems
in the workplace (Chen et al. 2018). Knowledge management is a process of creating,
acquiring, and storing, distributing and utilizing knowledge to enhance organisational
performance (Chen et al. 2018).

However, prior trends of studies such as Niqresh (2021); Edeh et al. (2020a); Li et al.
(2020); and Alolayyan et al. (2020) investigated the influence, relationship, effects and
impact of knowledge management on various organisational criterion variables in different
countries and industries. The above mentioned studies did not in any way examine the
effect of knowledge management on innovation capability which has created a research la-
cuna that need to be filled; this is what motivated the researchers to embark on this study by
investigating the predictive role of knowledge management on innovation capability with
specific focus on banking industry in Nigeria. The choice of banking industry was informed
as a result of their economic contributions such as community development, provision of
loans for business growth, job creation and foreign exchange supply (Almahadin et al. 2021;
Igbinosa and Ogbeide 2016). The banking industry contributed NGN 34.6 trillion (USD
83.2 million) to Nigeria’s GDP in 2017, NGN 37.8 trillion (USD 90.9 million) in 2018, NGN
42.7 trillion (USD 102.7 million) in 2019 and NGN 53.3 trillion (USD 128.2 million) in 2020
(Chiejina 2022; Komolafe 2022).

2. Literature Review
2.1. Knowledge Management (KM)

Knowledge management has been a major discourse amongst scholars and business
practitioners’ across the globe (Li et al. 2020; Mustafa et al. 2021; Ingram and Nitsenko
2021; Shashkova et al. 2021); this growing interest is as a result of KM contributions to
organisational competitiveness and survival (Opeke and Adelowo 2020; Niqresh 2021).
Knowledge management is the process of creating, acquiring, sharing, and utilizing useful
knowledge that would improve the performance of the organisation (Armstrong 2009). In
addition, Armstrong (2009) expanded the definition of knowledge management as how
organisation retains and distributes accumulated wisdom concerning its operations, pro-
cesses and techniques. In another perspective, KM is the utilization of relevant knowledge
by members of the organisation to tackle problems that bedeviled the organisation (Edeh
and Ukpe 2019). For Edeh et al. (2020a), knowledge management is concerned with how
top-level leaders of the organisation are able to utilize tacit knowledge in the minds of the
subordinates to achieve the goals of the organisation; what this implies is that the duty of
managers is to draw useful knowledge from their subordinate so as to solve organisational
needs. Also, there are certain time that managers lack prerequisite knowledge to handle
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some situations but due to their ego, the problem would persist. Thus, knowledge created
not shared for organisations’ interest is a waste thereby making it impossible for learning
to occur (Valmohammadi and Ahmadi 2015; Opeke and Adelowo 2020). Again, shared
knowledge helps organisation to save money that would have been wasted to acquire it
from different sources of knowledge (Edeh et al. 2020a). Knowledge management is human
resource department responsibility which is directed at individuals that possess certain tacit
knowledge that need to be expressed for the benefit of others. Edeh and Ukpe (2019) asserts
that tacit knowledge sometimes outweighs explicit knowledge because of the originality
of the former. KM is seen as a process of developing and utilizing knowledge to attain
organisational goals (Darroch 2005; Mills and Smith 2011; Chen et al. 2018; Kholiavko et al.
2020). Ever since workplace economy has metamorphosed into knowledge economy, man-
agers, human resource professionals have equally adjusted their strategy to embrace KM
as a practice of recognising people with core competencies. Therefore, KM encompasses all
processes associated with generating, distributing, storing and utilizing knowledge for the
good of the organisation. Employees generate knowledge that is relevant for organisational
prosperity during meetings and work hours, but it behooves management to utilise that
knowledge rather than discarding it just because it came from an employee (Opeke and
Adelowo 2020).

Nonetheless, results from previous studies on the investigation of knowledge man-
agement with different organisational criterion variables were enumerated in this section.
Mustafa et al. (2021) examined the impact of KM on corporate performance; their find-
ing revealed knowledge management predicted institutional performance. The result of
the investigation carried out by Edeh et al. (2020a) investigations on the relationship be-
tween knowledge management and employee extra-role behaviour, and their result shows
that knowledge management (knowledge acquisition, knowledge storage and knowl-
edge sharing) has a significant association with discretionary behaviour of employees.
Alolayyan et al. (2020) on KM showed that knowledge acquisition, knowledge sharing,
and knowledge storage have a significant influence on organisational performance. Finding
of Li et al. (2020) empirical investigation regarding KM, entrepreneurial and SMEs perfor-
mance in Pakistan revealed that knowledge management dimensions have a significant
positive influence on dynamic capabilities, entrepreneurial and corporate performance.
Valmohammadi et al. (2019) examined the mediating influence of innovation practices
on the relationship between KM and sustainable balanced performance and found KM to
predict innovation practices and sustainable balanced performance. Rezaei et al. (2021) ex-
amined the influence of knowledge management on business performance in Afghanistan.
Result of their research showed that KM has significant positive influence on organisational
performance. Niqresh (2021) investigated the role of KM on attaining quality education
in Jordan. Niqresh’s result revealed that knowledge management has positive effects on
improving quality higher education in Jordan.

From the foregoing, various scholars have measured knowledge management using
different dimensions but majority agreed with the reliability and validity of knowledge
acquisition, knowledge sharing, and knowledge storage (Valmohammadi et al. 2019; Alo-
layyan et al. 2020; Tadesse 2020; Mustafa et al. 2021). Knowledge acquisition covers all
the processes of generating knowledge from its sources such as subordinate’s ideas, sug-
gestions and contributions during organisational meetings (Valmohammadi et al. 2019).
Organisation can also acquire knowledge from their customers. Rezaei et al. (2021) assert
that complaints from customers concerning how best the organisation should operate or
reorganise their operations can serve as knowledge to management teams. In the banking
sector, customer’s complaints are regarded as very important assets that is capable of
changing the way services are rendered. Alolayyan et al. (2020) opined that knowledge
acquisition refers to any idea or suggestion that can solve the problem facing the organi-
sation. Again, Alolayyan et al. (2020) is of the view that knowledge acquisitions do not
only mean suggestions or contributions, it also refers to sponsoring employee to acquire
additional educational qualification from a higher institution of learning which at the end



J. Risk Financial Manag. 2022, 15, 312 4 of 12

would be beneficial to the organisation. Supporting Alolayyan et al. (2020); Niqresh (2021)
argued that acquiring new knowledge is necessary for any organisation because learning is
continuum and hence management should enshrine it in their strategic intent. The second
KM dimension is knowledge sharing. Sharing knowledge refers to activities of distributing
knowledge amongst colleagues in the organisation for the purpose of achieving one goal
(Chen et al. 2018). Mustafa et al. (2021) contended that knowledge sharing is the process of
transferring acquired knowledge from one individual to another in the workplace for the
benefits of using it to carryout organisational objectives. Knowledge dissemination is an
indicator of cordial, loyalty and altruistic behaviour amongst employees working together
to accomplish a common purpose (Niqresh 2021). Tadesse (2020) asserts that organisation
that encourages knowledge sharing amongst their workers cannot be defeated by their
competitor. It therefore implies that knowledge sharing is a strategic weapon against
any competing organisations. Lastly, knowledge storage is concerned with the process of
retaining acquired and shared knowledge for future use. Nurdin and Yusuf (2020) stressed
that organisations store knowledge in books and databases which they can make reference
to it whenever there is a problem that need to be resolved. Knowledge storage is a symbol
of reputation for retaining employees that contributed for knowledge that was used to
solve organisational problems (Razi et al. 2019; Syed et al. 2021). It has been shown that
knowledge storage is a culture of sustainable development which translate to positive
organisational outcome (Edeh et al. 2020a; Osaulenko et al. 2020; Kassaneh et al. 2021).

2.2. Innovation Capability (IC)

Innovation capability has dominated industrial core competencies which scholars,
practitioners and business administrators’ regards as intangible capital necessary for the
sustainability of stakeholders’ wealth. Innovation capability appeared in business disci-
plines through Schumpeter’s classification of innovation as new process of production,
identification of new market opportunities, discovery of new sources of supply and new
product (Schumpeter 1934); this was further pronounced by Schumpeter’s theory of creative
destruction which describes how old products, services, process and methods are being
replaced by new discoveries thereby rendering the first discovery obsolete (Schumpeter
1942). It is against this development that respected management scholar, Drucker (1985)
contended that innovation is the process of building capabilities or utility that would serve
as firm’s strategic advantage. IC is concerned with the identification of new opportunities
and development of new ideas that is in consonant with organisational goals (Chuang et al.
2014). On another hand, Lawson and Samson (2001) opined that innovation capability
is an organisation’s capability to process knowledge into new products and services for
the purpose of meeting the needs of stakeholders. IC is also perceived as management’s
decision to develop new methods and strategies that would strengthen their resilience in
the business hemisphere (Bell and Hindmoor 2009). Esdar et al. (2021) added that IC is the
transformation of products, processes and marketing policies that would stop customers
from patronizing complementary products. Chen (2009) perceived IC as a firm’s process,
structure and system that can be deployed to develop a product, marketing or process
innovations. Innovation capability constitutes skills and knowledge that are relevant to
absorb, comprehend, and strengthened old technologies so as to generate new ones (Romijn
and Albaladejo 2002). Innovation capability is also conceived as procedure through which
management improves other organisational capabilities as well as the resources needed to
explore new opportunities to meet market demands (Koc 2007). Other scholars viewed IC
as a way of changing the features of products for the sole aim of maintaining leadership
in the industry (Börjesson and Elmquist 2011; Purwati et al. 2021). Esdar et al. (2021)
maintained that any organisation that fails to craft innovation capability would not be
able to withstand competitors that have huge capital. In the context of financial service
providers, continuous modification of product brands and services remain the key core
competencies to outweigh rivals; this is the basis of why Tuominen and Hyvönen (2004) ar-
gued that service organisations must focus on process, product and marketing innovations
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in order to remain relevant in their industry. Adding lubricant to the wheel of Tuominen
and Hyvönen (2004), Mendoza-Silva (2020) contended that financial service providers need
to employ necessary methodologies that would distinguish them from others. Financial
service providers require workers that are acquainted with the current trends of the sector
so as to boost the innovation capability of the industry.

Drawing from the above, Calik et al. (2017) asserts that innovation capability concep-
tualized with marketing innovation, process innovation and product innovation has the
capacity of improving task performance, resilience, contextual performance and workplace
commitment. In addition, Börjesson and Elmquist (2011) is of the view that IC should cover
functional areas of management to avoid destructive compensation. Corroborating with
Börjesson and Elmquist (2011); Torabi et al. (2020) opined that organisations that want to
be responsible and sustainable, must be ready to absorb and utilize innovation capability
to protect stakeholders’ wealth; thus, in the environment of uncertainty, financial service
providers need to embrace IC consciousness so as to withstand internal and external disloca-
tion that may befall them. It is in this light that Hogan et al. (2011) alluded that organisations
strategic advantage depend solely on their ability to develop new idea that would revamp
product and service acceptance by prospective customers. Firms may have huge resources
but may not have innovative competencies to tap from new market opportunities thereby
losing huge amount of capital from the market (Benaim 2015; Sudolska and Łapińska
2020). Validated measures of innovation capability (IC) are product innovation, marketing
innovation capability and process innovation capability (Camison and Villar-Lopez 2014;
Nwachukwu et al. 2018; Opeke and Adelowo 2020); market innovation capability, product
innovation capability, strategic innovation capability, process innovation capability, and
behavioural innovation capability (Wang and Ahmed 2004; Purwati et al. 2021); operations
innovation capability, marketing innovation capability, boundary management innovation,
firm innovation, service innovation capability, process innovation capability, sustainability
innovation capability, and technological innovation capability (Manimala 1992; Varis and
Littunen 2010); however, this study adapted marketing, process, and product innovation
capability as dimensions of innovation capability based on their reliability and universality
in empirical investigations.

Marketing innovation capability includes all current marketing tools that are used
for advertising and promoting new services and products to existing and new customers
(Edeh et al. 2020a). Marketing innovation capability is concerned with an organisation’s
implementation of new marketing approaches that is related to changes in product re-
design, promotion, pricing, distributing channels and branding (Medase and Barasa 2019;
Edeh et al. 2020b). Noticeable innovation capabilities in marketing area are changes in
product packaging, reduction or increment of prices, changes in taste, improvement on
quality or quantity (Grimpe et al. 2017; Wang et al. 2020). It has been shown that the
essence of marketing innovation capability is to meeting consumer’s need, positioning
for new market openings which directed at increasing sales (Karlsson and Tavassoli 2016).
Another indicator of innovation capability is process innovation capability which refers
to the injection or introduction of new methods, techniques, equipment or machine for
the production of goods and services by organisations (Damanpour et al. 2009; Sadiki
and Lebailly 2020). For instance, when manufacturing firms want to change the product
features such as shape, quantity, quality or taste, they would purchase another kind of
machine that has the capacity of turning out the intended finished product. A process
innovation capability is also regarded as the implementation of new improved method
for the delivery of goods to customers and meeting future supply chains in the business
hemisphere (Guisado-González et al. 2014; Plotnikova et al. 2016; Abdu and Jibir 2018).
The essence of rolling out process innovation capability is to meet customers’ constant
demands as a result of competing complementary goods (Goel and Nelson 2018; Koffi et al.
2021). On the other hand, product innovation capability is associated with adding new
features to existing products that would retain loyal customers and also attract new ones
(Adegboyega 2017; Rajapathirana and Hui 2018). Some of the specific items in product
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innovation capability include changes in specifications, size or shape of the product, user
friendly, taste and technical usage. Koffi et al. (2021) maintained that product innovation
capability is concerned with any strategy that would create new product out of the old
ones with the aim of capturing market. On the one hand, Ganzer et al. (2017) is of the view
that product innovation capability is usually pursed by manufacturing companies that
transform raw materials into finished goods. In addition, product innovation capability en-
courages organisations to alter their resources into new offerings so as to exceed consumer
expectations (Camison and Villar-Lopez 2014).

3. Research Problem and Objectives

The purpose of this research is to investigate the effects of knowledge management
on innovation capability; however, one of the major problems that banks in sub-Saharan
Africa faced is the lack of innovation capability consciousness which has weaken their
technological structures leading to poor quality product and service delivery to teeming
customers (Mugambi and Kinyua 2020; YuSheng and Ibrahim 2020). Nnodim et al. (2020)
added that the inability of bank management to develop innovation capability is not associ-
ated with inadequate financial resources rather it is connected with insufficient knowledge
in the workplace. YuSheng and Ibrahim (2020) concurred with Nnodim et al. (2020), and
opined that the lack of knowledge necessary for developing new process, product and
marketing practices has hindered innovation capability in the banking sector. Mugambi
and Kinyua (2020) stressed that the essence of building innovation capability in the bank-
ing business is to remain relevance, provide contemporary services to customers’ needs
that would translate to high performance in terms of profitability and business expansion
through effective implementation of knowledge management. Thus, management inability
to employ knowledge management practices that would have encouraged employees who
has specific knowledge in service delivery, technology, marketing, product development
and competitive strategy in the banking sector has hindered their growth and development
(Shawaqfeh et al. 2019; Opeke and Adelowo 2020; Khanal and Mathur 2020); it is based on
these maladies that this study sought to build innovation capability through knowledge
management in the banking industry.

The aim of this study therefore is to investigate the effects of knowledge management
(KM) on innovation capability (IC) of financial service providers in sub-Saharan Africa.
Specifically, the study sought to:

(1) Examine the effects of knowledge acquisition on marketing innovation capability;
(2) Investigate the effects of knowledge storage on product innovation capability;
(3) Determine the effects of knowledge sharing on process innovation capability.

Drawing from the specific objectives above, the following research hypotheses
were formulated.

H1. Knowledge acquisition has significant effects on marketing innovation capability.

H2. Knowledge storage has significant effects on product innovation capability.

H3. Knowledge sharing has significant effects on process innovation capability.

4. Materials and Methods

Research design employed in this study is cross-sectional survey which support the
use of primary data such as questionnaire and interview for data collection (Saunders et al.
2009; Zikmund et al. 2013). Overall, 15 out of 24 deposit money banks were surveyed
with purposive sampling in Southeastern Nigeria. Reason for selecting 15 deposit money
banks in this study is because not all the 24 deposit money banks have their presence in
south eastern parts of Nigeria. Thus, 920 staff constitute the total accessible population.
A sample size of 272 was determined from the overall population by Krejcie and Morgan
(1970). Researchers 272 copies of questionnaire to participants in their various offices
during working days with two weeks target (Tuesday–Friday) since Monday’s is usually
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sit-at-home as declared by the Indigenous People of Biafra (IPOB) in the south-eastern
parts of Nigeria to push for the release of their leader, Mazi Nnamdi Kanu. Authorities
has affirmed that the use of questionnaire for data collection provides researcher(s) with
first-hand information that is accurate, timely, comprehensive and free from errors com-
pared with secondary data that the source is questionable (Saunders et al. 2009). Albeit,
some of the participants asserts that they may not be able to complete the questionnaire in
two weeks as a result of their busy schedules. Due to the above challenge, the researchers
extended the timeframe to one month. After collecting the instruments from the partic-
ipants, it was discovered that only 259 copies were filled correctly and found valid for
analysis. In terms of measurement, validated 15-items of Knowledge Management Ques-
tionnaire (KMQ) with Cronbach α coefficients between 0.71 and 0.78 containing knowledge
acquisition, knowledge storage, and knowledge sharing was adapted from Valmohammadi
and Ahmadi (2015) and Perevozova et al. (2019). The instrument was further affirmed by
Mustafa et al. (2021); Shashkova et al. (2021); Tadesse (2020); Valmohammadi et al. (2019);
Alias et al. (2018). On the other hand, existing validated a 14-item Innovation Capability
Questionnaire (ICQ) containing process innovation, product innovation and marketing
innovation with Cronbach α values between 0.69 and 0.83 was adapted from Chuang et al.
(2014) and affirmed by Koffi et al. (2021); YuSheng and Ibrahim (2020); and Calik et al.
(2017). Demographic profiles were analysed with frequency distribution while formulated
hypotheses were analysed with linear regression with the aid of SPSS 21.0.

5. Results

Participants demographic profile results revealed that 174 representing 67.2% were
males while 85 representing 32.8% are females (Table 1). Their working experience shows
that 29 respondents representing 11.2% have been working with bank between 1 and
7 years; 158 respondents representing 61.0% have been working with bank between 8
and 15 years, and 72 participants representing 27.8% been working with bank between
15 years and above. Age of the participants revealed that 42 respondents representing
16.2% fall within 18 to 30 years; 75 participants representing 29.0 fall within 31 and 40 years,
and 142 representing 54.8% fall within 41 years. Participants’ educational qualifications
shows that 95 respondents representing 36.7% hold diploma certificates; 133 respondents
representing 51.4% hold bachelor degree; 12 participants representing 4.6% hold master
degree; 14 participants representing 5.4% hold DBA (Doctor of Business Administration),
and 5 representing 1.9% hold a PhD degree.

Table 1. Participants demographic profiles.

Demographic Frequency Percentage (%)

Gender

Male 174 67.2

Female 85 32.8
Working experience
1–7 years 29 11.2
8–15 years 158 61.0
15 years & above 72 27.8
Age-bracket
18–30 years 42 16.2
31–40 years 75 29.0
41 years & above 142 54.8
Educational level
Diploma certificates 95 36.7
Bachelor degree 133 51.4
Master degree 12 4.6
DBA 14 5.4
PhD degree 5 1.9

Source: Field work (2022).
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Results from Table 2 revealed that knowledge management (predictor variable) dimen-
sions have significant effects on the measures of innovation capability (criterion variable).
Total variation in the criterion variables revealed that 39.2%, 56.6%, and 73.4% can be ex-
plained by knowledge acquisition, knowledge storage and knowledge sharing respectively.

Table 2. Hypotheses results.

R R2 Adjusted R2 T-Stat. Beta (β) df N F Stat. Std. Error Sig.

0.626 a 0.392 0.389 12.864 0.626 * 3.88 259 165.480 0.044 0.000

0.759 a 0.576 0.574 18.686 0.759 * 3.88 259 349.152 0.042 0.000

0.857 a 0.734 0.733 26.637 0.857 * 3.88 259 709.555 0.029 0.000

Predictor: Knowledge management (KM); Criterion: Innovation capability (IC). Note: a (coefficient of determina-
tion); * (standard coefficients).

Specifically, knowledge acquisition has significant positive effects on marketing in-
novation capability (0.626 a; 0.000 < 0.005); knowledge storage has significant positive
effects on product innovation capability (0.759 a; 0.000 < 0.005); and knowledge sharing
has significant positive effects on process innovation capability (0.857 a; 0.000 < 0.005)
which shows constant increase degree of correlation in the models. Furthermore, alternate
hypotheses are accepted while null hypotheses are rejected because t-stat calculated (12.864;
18.686; 26.637) are less than the tabulated (3.332) and secondly, F-stat calculated (165.480;
349.152; 709.555) are also less than tabulated (3.88).

6. Discussion

This study was to fill existing lacuna in knowledge management (KM) literature by
investigating its effects on innovation capability (IC) in the banking sector within sub-
Saharan African work environment. In order to achieve the above aim of the study, the
researchers enumerated three specific objectives and thereafter formulated three research
hypotheses that are in line with the objectives. In line with the results on Table 2, this
study found that knowledge management predicted innovation capability thereby af-
firming the findings of prior studies with regard to knowledge management. Results
of prior studies such as Rezaei et al. (2021); Alolayyan et al. (2020); Edeh et al. (2020a);
and Li et al. (2020) validates the finding of this study. The first finding which investi-
gated the effect of knowledge acquisition on marketing innovation capability is consistent
with Rezaei et al. (2021) investigation on knowledge management and business perfor-
mance which they discovered that knowledge management has significant positive effects
on enterprise performance; this result has shown that banks marketing innovation can be
improved through the acquisition of relevant knowledge concerning customer demand,
product satisfaction and affordability. The second finding with regard to knowledge
storage, the result of Alolayyan et al. (2020) indicated knowledge storage predicted or-
ganisational performance. All the results of hypotheses one, two and three are consistent
with Edeh et al. (2020a) finding which shows that knowledge management has significant
relationship with employee prosocial behaviour in ICT companies in Nigeria. In the same
manner, the finding of Li et al. (2020) correspond with third finding of this study which
revealed that knowledge sharing has strong significant effects on process innovation capa-
bility. These results can be explained by the fact that deposit money banks under study are
made up of educated personnel as seen in the demographic analysis, hence, disseminating
knowledge to all areas of management are perceived as significance for promoting innova-
tion capability of deposit money banks under study. Secondly, even though none of the
prior study oppose these findings, what can be drawn from this study is that the business
environment where the study was carried out maybe quite different compared to other
geographical settings that subsequent studies may likely to be conducted.
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7. Conclusions

This study is among the first to investigate the effects of knowledge management on
innovation capability in the banking sectors in sub-Saharan Africa. Thus, the outcome of
this study indicated that knowledge management when implemented would strengthened
the innovation capability of service organisations such as the banking sector. It based on
these findings that this study concludes that knowledge management predicted innovation
capability. Secondly, knowledge management measured in terms of knowledge acquisition,
knowledge storage, and knowledge sharing promotes innovation capability of service
organisations; this has proven that intangible resources such as knowledge has the capacity
to enhance innovation capability in banking sector especially as it concerns the major areas
of business such as marketing, product and process of operation and service delivery.
The finding of this study further affirms the significance of knowledge management on
organisational performance, competitiveness, resilience capacity dynamic capacity and
sustainability; however, it was discovered that no prior studies cited in this research
opposed the findings of this study thereby creating another research gap that is expected
to be filled by other researchers in the future. The implication of the finding is that
managers and directors of banks should encourage knowledge management practices
in their workplaces as this has proven by this study to improve innovation capability
in terms of marketing innovation capability, product innovation capability and process
innovation capability.

The theoretical contribution of this study is that financial intermediary practitioners
would gain positive insight on the role that knowledge management play in enhancing
innovation capability of businesses. Secondly, researchers that are interested in conducting
further study on knowledge management may be guided by the measures employed in
this study for their own study.

In terms of research limitation, this study employed cross-sectional survey which may
deviate from further studies that would make use of longitudinal survey that takes longer
period to collect data from target population. Geographical scope is another limitation of
the study because similar study conducted in other countries may yield different results.
The sit-at-home order by the Indigenous People of Biafra (IPOB) affected data collection
for this study as banks and other businesses were not allowed to open for business on
Monday’s in the south eastern parts of Nigeria.
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