
World Journal of Management 

Vol. 7. No. 2. September 2016 Issue. Pp. 85 – 97   

 

 

Knowledge Sharing and Innovation Capability of  
Class C Hospitals in Depok Indonesia 

 

Zahra Zahira* and Ratih Dyah Kusumastuti** 
 

The number of hospitals in Indonesia is rapidly increasing. 
To be able to survive in a highly competitive market, 
hospitals need to conduct knowledge sharing and 
innovation to improve their performance. The purpose of 
this research is to analyze factors affecting knowledge 
sharing, and the links between knowledge sharing, 
innovation capability, and performance in class C hospitals 
in Depok, West Java province of Indonesia. Questionnaires 
are distributed to 100 hospital supervisors and managers. 
Results indicate that individual commitment, organizational 
support and reward affect knowledge sharing, while 
knowledge sharing affects innovation capability, and 
innovation capability affects the hospital performance. 
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1. Introduction 
 
The number of hospitals in Indonesia tends to increase annually, from 1,632 in 2010 to 
2,406 in 2014 (Ministry of Health, 2015). Based on ownership, hospitals in Indonesia can be 
classified into public hospitals (owned by the Ministry of Health, provincial governments, 
municipal authorities, military or police department, and non-profit organizations) and private 
hospitals (owned by state-owned enterprises and the private sector). The percentage of 
private hospitals in 2014 is around 33.5% (Ministry of Health, 2015). 
 
The increasing number of hospitals in Indonesia indicates that there is a huge business 
opportunity in the industry. However, the Ministry of Health’s report also underlines that this 
opportunity attracts both local and foreign investors. Therefore, hospitals, especially private 
hospitals, need to improve their services in order to gain the competitive advantage. In 
addition to the tight competition, there are two critical issues which force hospitals to start 
improving their service quality, namely the implementation of national healthcare insurance 
(or BPJS Kesehatan) since 2014, and the increasing trend of information dissemination 
through the social media.  The implementation of BPJS Kesehatan has an impact on 
consumer behavior; costumers want to be better served because they perceive that they 
have already paid for the services. Furthermore, the social media provides the platform for 
costumers to express their opinions concerning the delivered services. 
 
Hospitals in Indonesia are also classified based on the facilities and services offered, into 
class A, B, C, and D (Ministry of Health, 2010). Hospitals belong to class A are the most 
equipped, and become the target referral by other hospitals in Indonesia, they must have at 
least 400 beds. Class B hospitals have facilities and equipment below of those in class A, 
and must have at least 200 beds. Class C hospitals have facilities and equipment below of 
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those in class B, and must have at least 100 beds. Lastly, class D hospitals are the least 
equipped and must have a minimum of 50 beds (Ministry of Health, 2010). Most hospitals in 
Indonesia are classified as class C. In the city of Depok in West Java province in particular, 
there are thirteen hospitals, and twelve of them are class C hospitals. In order to survive, 
these hospitals need to increase the competitive advantage by managing knowledge to 
improve the capabilities for innovation. Knowledge management can help hospital 
organizations to use their current competencies or develop new and innovative ideas, 
services, products, processes, and solutions (Lee and Hong, 2014). 
 
Knowledge is the powerful source for a key differentiator (Drucker, 1993), and hospital 
organizations can improve internalization of intangible assets through the transfer and 
utilization of knowledge (Riusala and Smale, 2007). Good knowledge management is the 
key factor that can help organizations to maintain their competitiveness in a dynamic 
environment (Cabrera et al., 2006). 
 
The effectiveness of knowledge management in organizations depends on how the 
knowledge is shared between individuals, teams, and units (Alavi and Leidner, 2001). 
Knowledge sharing is one of the most important aspects of knowledge management 
because it helps the organization to promote best practices and reduce the cost of 
excessive learning (McDermott and O'Dell, 2001). Organization must be able to drive the 
knowledge sharing behavior of employees to enhance the innovation capabilities that can 
lead to the improved performance of the company (Kogut and Zander, 1992).  
 
Even though knowledge sharing is very important, the implementation is not easy due to the 
complexity of the interaction between people and organizations (Yang and Wu, 2008). 
According to Lu et al. (2006), knowledge sharing between individuals is affected by two 
things, namely individual factors and organizational factors. The individual factors are for 
instance, commitment to the organization, achieved reputation and the enjoyment that they 
feel when conducting knowledge sharing. On the other hand, organizational factors, such as 
supports and rewards are important to encourage knowledge sharing. It has been proven 
that most employees are willing to share their knowledge if there are supports from the 
organization (Davenport and Prusak, 1998; Haas and Hansen, 2005).  
 
Beside individual and organizational factors, Blau (1964) states that social exchange (such 
as trust and social interaction) may also influence individual behavior in knowledge sharing. 
From the perspective of social exchange theory, individual interacts with others in order to 
receive something through contact; individuals tend to maximize benefits and minimize 
costs (Emerson, 1976).  
 
As knowledge sharing and innovation capability are important in healthcare organizations, 
the aim of this study is to investigate whether individual factors, organizational factors, and 
social exchange affect knowledge sharing in the class C hospitals in the city of Depok, and 
how knowledge sharing can affect the hospitals’ innovation capability, and improve 
organizational performance. This research offers new insights on the antecedents of 
knowledge sharing, and the links between knowledge sharing, innovation capability and 
organizational performance in hospital organizations which are still rarely discussed in the 
literature.  
 
This paper is organized into five sections. Section 2 provides the theoretical background of 
this research. Section 3 explains the conceptual model, hypotheses, and the research 
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method, while Section 4 presents results and discussions, and lastly, Section 5 discusses 
the conclusions. 
.  

2. Theoretical Background 
 
Knowledge is a part of human memory that keeps ideas, reality, concepts, data, and 
techniques (Allameh et al. 2010). According to Cabrera and Cabrera (2002), the most 
important characteristics of knowledge are the uniqueness and originality, which are the 
main assets for key strategy of any organization. The increasing use of knowledge in 
organizations has contributed to the theory of knowledge management, which is becoming 
one of the most discussed topics in the literature of management (Aranda and Molina-
Fernandez, 2002). 
 
Gong and Xie (2005) states that knowledge sharing is the most important and most 
challenging issue in knowledge management. The term knowledge sharing, knowledge 
transfer and knowledge flow are often used interchangeably to describe the process of 
transmission or sharing of knowledge between individuals within the organization (Gong and 
Xie, 2005). Ipe (2003) adds that the process of distributing knowledge exists between 
individuals, groups, and levels of hierarchy in organization.  
 
Knowledge sharing behavior is influenced by individual contribution to provide collective 
knowledge to the organization (Cabrera and Cabrera, 2002). To succeed in managing 
knowledge sharing, organizations need to develop a systematic process to create 
knowledge from individual (Teece et al., 1997). According to Davenport et al. (1998), failure 
to share knowledge is mainly due to the individuals’ reluctance to do so. However, 
individuals who are committed to their organizations can easily accept and comply with the 
goals and objectives of the organization (Valentine et al., 2002). 
 
The process of knowledge sharing between individuals is also affected by organizational 
factors (Lu et al., 2006). Organizational factors in this research are referring to Lin (2007), 
which are environmental organization factors that support individuals to share their 
knowledge and capture the tacit knowledge. Aliakbar et al. (2012) state that two of 
organizational factors, namely organizational support and organizational rewards, can 
influence the process of knowledge sharing in the organization. When the individuals feel 
supported by the organization, they will form reciprocal relationship and conduct knowledge 
sharing (Dyer and Nobeoka, 2000). Organizational reward, on the other hand, can be either 
financial incentive, such as increased salaries and bonuses, or non-financial incentives, 
such as individual promotions (Davenport and Prusak, 1998). 
 
In addition to individual and organizational factors, social exchange can also influence the 
process of knowledge sharing when individuals in the organization feel the trust and have 
good social interaction with each other (Okyere-Kwakye and Nor, 2011). Blau (1964) 
defines social exchange as individual voluntary to share mutual relationship with the 
foundation of trust, and the expectation of benefit in return.  
 
Lin (2007) investigates the antecedents of knowledge sharing (i.e. individual, organizational, 
and technology factors), and the relationship between knowledge sharing and firm 
innovation capability. Wu and Sivalogathasan (2013) define innovation capability as the 
ability to create new knowledge based on prior knowledge, it is the ability to integrate, 
establish and manage organization resources to stimulate innovation. Lin’s results indicate 
that knowledge sharing (employees’ willingness to donate and collect knowledge) has 
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influence on innovation capability, and therefore organizations should incorporate 
knowledge sharing mechanisms which attempt to foster innovation, such as the creation of 
teams that systematically devoted to new initiatives generation.  
 
Wang and Wang (2012) investigate the relationship between knowledge sharing, innovation 
capability, and firm performance. The findings suggest that knowledge sharing practices 
contribute to innovation and firm performance, and that knowledge sharing practices 
contribute to performance directly or through the improvement of innovation speed and 
quality. Wall et al (2004) state that the organization performance can be measured based 
on objective and subjective measures. Objective measure is based on external records and 
financial audit of the organization, while subjective measure is based on individual 
assessment. In addition, Allen and Helms (2006) state that the performance can be 
determined by using financial and non-financial measures. 
 
According to Lee and Hong (2014), hospital organizations are the most complex 
organizations in the society as they have a lot of information, skills, knowledge, and 
complicated decision-making processes and networks. Lee and Hong (2014) further explain 
that the organizations consist of professional groups such as medical specialists, nursing 
specialists, clinical technicians, and administrative staff who have differing roles and skills. 
Hospital managers in particular, face daily choices and decisions (Simonen et al., 2011). 
This causes hospital organizations to require the rapid, accurate, systematic and long-term 
sharing of technology, information and knowledge (Lee and Hong, 2014). 
 
Studies concerning knowledge sharing and innovation capability in the context of healthcare 
organizations and communities are still limited. For instance, Lipshitz and Popper (2000) 
study organizational learning mechanisms in a hospital. Ryu et al. (2003) study the 
knowledge sharing behavior among physicians in South Korean hospitals. They specifically 
compare models of Theory of Reasoned Action (TRA) and Theory of Planned Behavior 
(TPB) in predicting physicians’ knowledge sharing behavior. The results indicate that TPB 
outperform TRA in this setting.  
 
Waring et al. (2013) explore knowledge brokering phenomenon in hospital, to understand 
how it facilitates knowledge sharing and learning in the organization. Lee and Hong (2014), 
on the other hand, investigate factors that affect knowledge sharing intention and behavior, 
and innovation behavior of hospital employees in South Korea. The results indicate that 
individual factors (such as reciprocity and behavioral control) and organizational factors 
(such as trust) affect knowledge sharing intention, knowledge sharing behavior, and 
innovation behavior. The results also indicate that knowledge sharing intention affects 
knowledge behavior, and in turns, knowledge sharing behavior affects innovation behavior. 
 
Lastly, Yan et al. (2016) specifically investigate knowledge sharing in online health 
communities from a social exchange perspective. The study suggests that personal benefits 
promote knowledge sharing, while costs prohibit it. 
 
As can be seen in this section, a lot of studies have been done in the area of knowledge 
sharing and innovation capability, however limited studies have been done in the context of 
healthcare organizations and communities. This research fills the gap by providing empirical 
evidence of the links between knowledge sharing and its antecedents, and the relationships 
between knowledge sharing, innovation capability and organizational performance in the 
context of class C hospitals in Indonesia.    
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3. Conceptual Model and Research Method 
 
3.1 Conceptual Model and Hypotheses  
 
The objective of this research is to analyze the influence of individual factors, social 
exchange and organizational factors on knowledge sharing of individuals in organization, 
and how knowledge sharing affects the organization's innovation capability and improves 
organization performance. Based on the discussion in Section 2, we propose a conceptual 
model which is slightly modified from the model by Lin (2007). We replace technology factor 
(the use of information and communication technology, ICT) with social exchange as 
antecedent of knowledge sharing, because social exchange is more suitable in the context 
of class C hospitals in Depok. We also add the link between innovation capability and 
organizational performance to further investigate whether innovation capability improves 
organizational performance in this context (see Figure 1). Discussion on hypotheses 
development is as follows.  

 
Figure 1: The Proposed Conceptual Model 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Okyere-Kwakye and Nor (2011) explain that the key process in knowledge sharing involves 
individuals who work in the organization. Hinds and Pfeffer (2003) state that individuals who 
are more committed to the organization, are willing to share their knowledge. Kelloway and 
Barling (2000) also confirm that individual's commitment to the organization is a reciprocal 
relationship, in which individuals offer their capabilities to the organization in exchange for 
the benefits of membership in the organization. Based on the above description, we draw 
the following hypothesis. 
 
Hypothesis 1a: Commitment has a positive effect on knowledge sharing 
 
Beside commitment, individual factors that influence the process of sharing knowledge are 
the intrinsic motivations to perform an activity to obtain benefits, such as enjoyment and 
reputation. Tissen et al. (1998) argue that intrinsic motivation is a desire to be appreciated 
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when individuals share their knowledge to colleagues. Additionally, Wasko and Faraj (2005) 
empirically show that personal pleasure (enjoyment) and the desired reputation positively 
correlate with individual contribution to knowledge sharing. Lin (2007) further states that 
enjoyment has been recognized as an important factor in the process of knowledge sharing 
between individuals. Therefore, we draw the following hypotheses. 
 
Hypothesis 1b: Reputation has a positive effect on knowledge sharing 
Hypothesis 1c: Enjoyment has a positive effect on knowledge sharing 
 
According to Okyere-Kwakye and Nor (2011), social exchange can also influence the 
process of knowledge sharing when individuals in the organization feel the trust and have 
good social interaction with each other. Hence, we draw the following hypotheses. 
 
Hypothesis 2a: Trust has positive effect on knowledge sharing 
Hypothesis 2b: Social interaction has positive effect on knowledge sharing 
 
Liang et al. (2008) states that organizational factors also affect the process of knowledge 
sharing. It is evident that most employees will share their knowledge if there is some kind of 
support from the organization (Davenport and Prusak, 1998; Haas and Hansen, 2005). In 
addition to supporting individuals, organizations can encourage knowledge sharing by 
providing extrinsic rewards. Some researchers such as Kim and Lee (2006) state that the 
reward system in the organization is proven to be able to motivate employees to share their 
knowledge in the organization. Therefore, we conclude the following hypotheses. 
 
Hypothesis 3a: Organizational reward has positive effect on knowledge sharing 
Hypothesis 3b: Organizational support has positive effect on knowledge sharing 
 
According to Darroch and McNaughton (2002), if an organization can manage individuals’ 
knowledge, it can generate new ideas and develops new business opportunities, and 
therefore drives the innovation activities. Lin (2007) also states that generalization of 
individuals’ ideas can improve the innovation performance. Therefore, we draw the following 
hypothesis. 
 
Hypothesis 4: Knowledge sharing has positive effect on innovation capability 
 
Calantone et al. (2002) state that innovation capability is the most important determinant of 
organization performance. Calantone et al. (2002) also find that in order to gain competitive 
advantage, organizations must have the ability to innovate, which enable them to improve 
the performance. Based on the description, we draw the following hypothesis. 
 
Hypothesis 5: Innovation capability has positive effect on organizational performance 
 
3.2 Research Method 
 
This research uses primary data which is gathered by interviewing two representatives from 
the hospital organization and by distributing questionnaires to respondents. The 
measurement variables are adopted from previous studies, and the unit of analysis is the 
hospital managers and supervisors. Preliminary interviews are conducted to gain input 
regarding questions in the questionnaire. We use purposive sampling which sample are 
predetermined, by selecting those that have the competency to fill out the questionnaire. 
Variables, indicators, and the references for indicators are presented in Table 1. 



Zahira & Kusumastuti 

91 
 

Table 1: Number of Indicators 

Variables 
Number of 
Indicators 

References 

Commitment 5 van den Hooff et al. (2010) 

Reputation 3 Wasko and Faraj (2000) 

Enjoyment 3 Wasko and Faraj (2000), Lin (2007) 

Trust 6 Chiu et al. (2006) 

Social Interaction 3 Chiu et al. (2006) 

Organizational Support 3 Kulkarni et al. (2006), Lu et al. (2006) 

Organizational Reward 3 Kim and Lee (2006) 

Knowledge Sharing 6 van den Hooff and De Ridder (2004) 

Innovation Capability 5 Liu et al. (2007) 

Organizational Performance 6 Liu et al. (2007), Allen and Helms (2006 

Total 43  

 

Depok is located in the suburb area of Jakarta (the capital of Indonesia). There are 13 class 
C hospitals in Depok, and each hospital has around 40 middle-level managers and 
supervisors. Pretest and the field survey are conducted from October to December 2014. 
Pretest is conducted with 30 respondents, and the result is processed using SPSS to test 
the reliability and validity of all indicators. The field survey is then conducted. We distribute 
125 questionnaires to managers and supervisors of four class C hospitals in the area, 
however only 100 of them are valid for further analysis. Due to the small sample size, we 
use partial least squares structural equation modeling (PLS-SEM) as it works particularly 
well with small sample sizes (Hair et al., 2012). The recommended minimum sample size is 
given by Hair et al. (2013), for instance, if the maximum number of arrows pointing at a 
construct is 7 (just like in the proposed model), it requires at least 80 observations to 
achieve a statistical power of 80% for detecting R2 values of at least 0.25 (with a 5% 
probability of error). 

Ghazali and Southern (2012) explain that analysis using PLS-PM consists of two sub-
models, namely the measurement model or often called as outer models, and the structural 
model or often called as inner models. The measurement model shows how latent variables 
represent the observed variables to be measured, while the structural model shows the 
estimated strength between latent variables or constructs. 
 

4. Results and Discussions 
 
Analysis of pretest results show that the value of Cronbach's alpha is 0.88 indicating that all 
constructs are reliable. Validity test results indicate that out of 43 indicators, two (from 
commitment variable) have loading factors below 0.5, and thus are not used to measure the 
latent variables. 
 
Descriptive analysis of the field survey results shows that 70% of respondents have been 
working for more than 5 years, and therefore, they are considered to be more familiar with 
the hospitals and aware of changes occurred in the hospital organizations. The results also 
indicate that 30% of respondents are managers.  
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Table 2: Path Coefficients of Structural Model 

Paths 
Original 
Sample 

Std. 
Error  

T-
Statistic 

P 
Value 

Commitment  Knowledge Sharing 0.542 0.235 2.109 0.035 

Enjoyment  Knowledge Sharing -0.159 0.136 1.211 0.227 

Reputation  Knowledge Sharing  0.066 0.134 0.478 0.633 

Trust  Knowledge Sharing  -0.396 0.232 1.667 0.096 

Social Interaction  Knowledge Sharing  0.124 0.146 0.869 0.386 

Org. Reward  Knowledge Sharing  0.268 0.113 2.340 0.020 

Org. Support Knowledge Sharing  0.521 0.159 3.031 0.003 

Knowledge Sharing  Innovation Capability  0.598 0.228 2.312 0.021 

Innovation Capability  Performance  0.499 0.068 7.742 0.000 

 
From the results in Table 2, it can be seen that there are only five path coefficients with p-
value below 0.05 and T-statistic more than 1.96, namely commitment to knowledge sharing, 
organizational reward to knowledge sharing, organizational support to knowledge sharing, 
knowledge sharing to innovation capability, and innovation capability to performance. These 
path coefficients show that there are only three constructs (i.e. commitment, organizational 
reward and organizational support) which have significant effects on knowledge sharing, 
and that knowledge sharing affects innovation capability, and innovation capability has a 
significant influence on performance. The remaining four hypotheses are not supported by 
data (see Figure 2). 
 
The findings reveal that out of the three individual factors, only commitment affects the 
process of knowledge sharing in class C hospitals in Depok. It suggests that the 
respondents have strong commitment towards the organization so that they are willing to 
share their knowledge for the advancement of their hospitals. It is consistent with the fact 
that 70% of the respondents have been working for the hospital for more than 5 years. 
However, the results show that reputation and enjoyment do not influence knowledge 
sharing, indicating that the respondents do not feel the enjoyment and social recognition in 
the form of improved reputation. The result is different from those of Wasko and Faraj 
(2005) and Lin (2007), which empirically show that enjoyment and reputation positively 
contribute to knowledge sharing. However, it is consistent with the preliminary interview 
results with the representatives, stating that they feel less appreciated by the hospital and 
other colleagues, and thus they do not feel the joy in sharing their knowledge. 
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Figure 2: Results of Hypotheses Tests 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
The results also indicate that social exchange (represented by trust and social interaction) 
does not have influence on knowledge sharing, which is different from Blau (1964). It 
suggests that the knowledge sharing process at the class C hospitals in Depok is not based 
on social interaction and trust. It also indicates that the respondents tend to have a low level 
of social interaction and trust between them, and thus, they are not willing to just share the 
knowledge without expecting something in return. 
 
In the previous literature, knowledge sharing is considered as one of the important factors in 
any organization. Many evidences show that most employees will share their knowledge if 
there is a support from the organization (Davenport and Prusak, 1998; Haas and Hansen, 
2005). In this research, organizational factors are represented by organizational reward and 
organizational support, and the results are consistent with previous literature, suggesting 
that individuals will share their knowledge when they feel that the organization fully supports 
and gives them extrinsic compensation such as bonuses and incentives. Therefore, it can 
be concluded that the driving factor for knowledge sharing at the class C hospitals in Depok 
is mainly organizational factors rather than individual factors. 
 
Furthermore, the purpose of knowledge sharing according to Nancy (2000) is to encourage 
individuals to share their knowledge for the entire organization. The findings show that 
knowledge sharing affects innovation capability, and therefore it can be concluded that the 
respondents perceive that the class C hospitals have good knowledge management in their 
organizations, and thus improving the capability to create new knowledge based on the 
previously accumulated knowledge.  
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The results also show that innovation capability affects performance, indicating that class C 
hospitals in Depok are capable of creating new knowledge that lead to the improvement of 
their performance. The results are consistent with Calantone et al. (2002), which state that 
in order to gain a competitive advantage in strict business competition, the organization 
should have the capability to perform innovation. As the number of private hospitals is likely 
to continue increasing in the coming years, Class C hospitals must be able to improve their 
innovation capability to improve the overall performance. 
 

5. Conclusions 
 
The aim of this study is to analyze knowledge sharing and innovation capability in class C 
hospitals in Depok, West Java province. We specifically investigate whether individual 
factors (represented by commitment, reputation, and enjoyment), social exchange 
(represented by trust and social interaction), and organizational factors (represented by 
rewards and supports) affect knowledge sharing, and analyze the links between knowledge 
sharing, innovation capability and organizational performance. 
 
The results show that individual commitment, organizational reward, and organizational 
support influence knowledge sharing, which is consistent with the results of previous studies 
(for instance Lin, 2007). However, reputation and enjoyment do not affect knowledge 
sharing, which are different from the results of Wasko and Faraj (2005) and Lin (2007). This 
suggests that when the working environment is less conducive for knowledge sharing, 
individuals are willing to share their knowledge if they have high commitment to the 
organization, and/or if there is some kind of reward or support from the organization.  
 
We also find that knowledge sharing affects innovation capability, and in turns, innovation 
capability affects organizational performance. These results are consistent with the results 
of previous studies (Lin, 2007; Wang and Wang, 2012). This suggests that even though 
knowledge sharing in the sample class C hospitals in Depok is driven mainly by 
organizational factors, the activity still results in hospitals that are capable of performing 
innovation and have better organizational performance. 
 
The findings have two implications. Firstly, as knowledge sharing in hospital organization is 
mostly driven by organizational factors rather than individual factors, the hospital 
management, in addition to providing support, should also pay more attention to individual 
factors by creating working environment that is conducive for knowledge sharing, for 
instance by appreciating the individual achievement, and acknowledging individuals that 
significantly contribute to the knowledge sharing process. Hence, improved individuals’ 
reputation may increase the social recognition and create enjoyment that may further 
strengthen the knowledge sharing process. Secondly, the hospital management should 
incorporate knowledge sharing mechanisms that promote idea generations as higher 
innovation capability will lead to better hospital performance.  
 
This study has limitations. Firstly, previous research has suggested that technology factors 
affect knowledge collecting, however do not affect knowledge donating. Further research 
may investigate the links between technology factors and knowledge sharing in hospital 
organizations. Secondly, sample of this research is drawn from 100 respondents in four 
class C hospitals in Depok. Thus the results should further be tested with respondents from 
other class C hospitals in other area as there may be cultural differences between hospitals 
in different areas.   
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