VoLUME No. 2 (2012), Issue No. 5 (MAY) I SSN 2231-4245

INTERNATIONAL JOURNAL OF RESEARCH IN
COMMERGE, ECONOMICS & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories

Indexed & Listed at:
Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.SAl, Cabell's Directories of Publishing Opportunities, U.S.A!
as well as inOpen J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)j

Registered & Listed at: Index Copernicus Publishers Panel, Poland
Circulated all over the world & Google has verified that scholars of more than 1388 Cities in 138 countries/territories are visiting our journal on regular basis.
Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI — 135 003, Yamunanagar, Haryana, INDIA

WWW.ijrcm.org.in



VoLUME No. 2 (2012), Issue No. 5 (MAY) I SSN 2231-4245

CONTENTS

o TITLE & NAME OF THE AUTHOR (S) Page No.

1. | THEIMMIGRANTS DILEMMA AND HOW THE HUMAN RESOURCE MANAGER COPES WITH THE MIGRATED LOT: A COMPARISON OF UK AND 1
PAKISTANI COMPANIES
DR. AMER AL-KASSEM

2. | ASSESSING CAUSES AND EFFECTS OF ETHNIC CONFLICT IN WONDOGENET WOREDA BETWEEN THE SIDAMA AND GUJI-OROMO PEOPLE 5
DR. BREHANU BORJI AYALEW

3. | THE RANKING OF EFECTIVE FACTORS ONLABOR PRODUCER WOMEN’S ENTREPRENEURSIP BY TOPSIS (THE CASE OF A PROVINCE IN IRAN) 10
DR. YOUNOS VAKIL ALROAIA & RAHIL KATOLI

4. | THE STRATEGIC GAINS OF ORGANIZATIONAL VERTICAL INTEGRATION: A STUDY ON SOME EDUCATIONAL INSTITUTIONS 17
GOLAM MOHAMMAD FORKAN

5. | THE IMPACT OF MICRO CREDIT ON WOMEN EMPOWERMENT 22

RATHIRANEEYOGENDRARAJAH

6. |THE MEDIATING EFFECT OF INTRINSIC MOTIVATION ON PERCEIVED INVESTMENT IN EMPLOYEE DEVELOPMENT AND WORK 27
PERFORMANCE
ASIF SHAHZAD, AAMER WAHEED & MUHAMMAD ARSALAN KHAN

7. | THE IMPACT OF IMPLEMENTATION OF KNOWLEDGE MANAGEMENT ON THE FINANCIAL PERFORMANCE OF COMPANIES 36
ROYA DARABI & ALIREZA ESLAMPOOR

8. | EDUCATED UNEMPLOYMENT PROBLEM IN KARNATAKA: A STUDY 42
DR. RAJNALKAR LAXMAN & AMBANNA MALAKAPPA

9. | COMPARATIVELY STUDY OF REAL ORGANIZATION & VIRTUAL ORGANIZATION (STUDY OF SELECTED COMMERCIAL BANK) 46
VIVEK UPRIT & MANGAL MISHRA

10. |ASTUDY ON MERGERS AND BANKS PERFORMANCE IN INDIA 51
M. VAISHNAVI, DR. S. NIRMALA & V. JEYAKUMAR

11. |IMPACT OF MICROFINANCE ON POOR PEOPLE: A STUDY OF LIVING STANDARDS, EMPOWERMENT AND POVERTY ALLEVIATION IN THE 56
DAVANAGERE DISTRICT OF KARNATAKA STATE
MANJULA B.G & DR. CHANNABASAVANAGOUDA

12. | INDIA’S SPECIAL ECONOMIC ZONES: DEVELOPMENT AND EXPORT PERFORMANCE 59
PRAMOD P. LONARKAR & DR. A. B. DEOGIRIKAR

13. | THE RE-VITALIZATION OF KHADI - A NEED OF THE HOUR: A CASE STUDY AT SANGRUR (PUNJAB) 63
RAKESH MISHRA & DR. P. K. JAIN

14. | VALIDATION AND EVALUATION OF BURNOUT AMONG NURSES 67
DR.BEJOY JOHN THOMAS & DR. G. S. DAVID SAM JAYAKUMAR

15. | ‘SWADESHI’: A TOOL OF ECONOMIC EMPOWERMENT 72
DR. AVIJIT ROYCHOUDHURY

16. | WOMEN ENTREPRENEUR THROUGH SHGs: A STUDY IN THOOTHUKUDI DISTRICT 75

C. RATHINAM & DR. K. KAMALAKANNAN

17. |ASTUDY ON CENTRAL COORDINATED VEGETABLE MARKET IN PARAVAI MADURAI: PROSPECTS AND PROBLEMS WITH SPECIAL REFERENCE 79
TO FARMERS
DR. MRS. S. FATIMA ROSALINE MARY & S. P. SAVITHA

18. | EMPOWERMENT OF WOMEN AT HOUSE-HOLD LEVEL THROUGH SELF-HELP-GROUPS- A STUDY OF KHORDHA DISTRICT OF THE STATE OF 83

ODISHA, INDIA
DR. ANUJA MOHAPATRA

19. |ENVIRONMENTAL ASSETS AND LIABILITIES IN ARUNACHAL PRADESH, INDIA: A CRITICAL ASSESSMENT 88
DR. TASI KAYE

20. | STUDENTS AND PRIVATISATION OF HIGHER EDUCATION 92
DR. NARINDER TANWAR

21. | ECONOMIC DEPENDENCE OF TRIBAL ON FOREST: A CASE STUDY IN THE GANJAM DISTRICT OF ORISSA 96
PADMA LOCHANA BISOYI

22. | NON — PERFORMING ASSESTS IN STATE CO-OPERATIVE BANKS IN INDIA — AN EMPIRICAL STUDY 102
DR. A. DHARMENDRAN

23. | GOVERNANCE OF MANAGEMENT EDUCATION IN INDIA: A MYTH OR REALITY? 107
A.LAKSHMANA RAO

24. | MODERN DAY WOMEN ENTREPRENEURS OF TAMILNADU — A CASE STUDY 112
S.SHAILAJA

25. | PERFORMANCE OF PRIME MINISTER’S EMPLOYMENT GENERATION PROGRAMME SCHEME IN NAGAPATTINAM DISTRICT 116
S. DHINESHSANKAR & DR. S. MAYILVAGANAN

26. | WOMEN EMPOWERMENT: A STUDY BASED ON INDEX OF WOMEN EMPOWERMENT IN INDIA 119
N. P. ABDUL AZEEZ & 5. M. JAWED AKHTAR

27. | WOMEN EMPOWERMENT — BREAKING THE GLASS CEILING 126
ANANDAMMA N.

28. | POVERTY AND FOOD SECURITY NEXUS IN INDIA 129
PARVAZE AHMAD LONE & NASEER AHMAD RATHER

29. |ASTUDY ON THE PERFORMANCE OF DAIRY CO-OPERATIVES IN TAMIL NADU 133
S. MADHESWARAN

30. | AN ECONOMIC STUDY ON THE PERFORMANCE OF PRIMARY AGRICULTURAL CO-OPERATIVE BANK 137
P. SANTHOSH KUMAR
REQUEST FOR FEEDBACK 140

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in



VoLuME No. 2 (2012), I ssue No. 5 (MAY) I SSN 2231-4245

CHIEF PATRON

PROF. K. K. AGGARWAL
Chancellor, Lingaya’s University, Delhi
Founder Vice-Chancellor, GuruGobindSinghIindraprasthaUniversity, Delhi
Ex. Pro Vice-Chancellor, GurulambheshwarUniversity, Hisar

PATRON
SH. RAM BHAJAN AGGARWAL
Ex.State Minister for Home & Tourism, Government of Haryana
Vice-President, Dadri Education Society, Charkhi Dadri
President, Chinar Syntex Ltd. (Textile Mills), Bhiwani

CO-ORDINATOR.
DR. BHAVET
Faculty, M. M. Institute of Management, MaharishiMarkandeshwarUniversity, Mullana, Ambala, Haryana

ADVISORS
DR. PRIYA RANJAN TRIVEDI

Chancellor, The Global Open University, Nagaland

PROF. M. S. SENAM RAJU
Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi
PROF. M. N. SHARMA
Chairman, M.B.A., HaryanaCollege of Technology & Management, Kaithal

PROF. S. L. MAHANDRU

Principal (Retd.), MaharajaAgrasenCollege, Jagadhri

EDITOR
PROF. R. K. SHARMA
Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi

CO-EDITOR,

DR. SAMBHAV GARG
Faculty, M. M. Institute of Management, MaharishiMarkandeshwarUniversity, Mullana, Ambala, Haryana

EDITORIAL ADVISORY BOARD
DR. RAJESH MODI
Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia
PROF. SIKANDER KUMAR
Chairman, Department of Economics, HimachalPradeshUniversity, Shimla, Himachal Pradesh
PROF. SANJIV MITTAL
UniversitySchool of Management Studies, GuruGobindSinghl. P. University, Delhi
PROF. RAJENDER GUPTA
Convener, Board of Studies in Economics, University of Jammu, Jammu
PROF. NAWAB ALI KHAN
Department of Commerce, Aligarh Muslim University, Aligarh, U.P.

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in



VoLuME No. 2 (2012), I ssue No. 5 (MAY) I SSN 2231-4245

PROF. S. P. TIWARI
Department of Economics & Rural Development, Dr. Ram Manohar Lohia Avadh University, Faizabad
DR. ANIL CHANDHOK
Professor, Faculty of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana
DR. ASHOK KUMAR CHAUHAN
Reader, Department of Economics, KurukshetraUniversity, Kurukshetra
DR. SAMBHAVNA
Faculty, I.L.T.M., Delhi
DR. MOHENDER KUMAR GUPTA
Associate Professor, P.J.L.N.GovernmentCollege, Faridabad
DR. VIVEK CHAWLA
Associate Professor, Kurukshetra University, Kurukshetra
DR. SHIVAKUMAR DEENE
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga

ASSOCIATE EDITORS

PROF. ABHAY BANSAL
Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida
PARVEEN KHURANA
Associate Professor, MukandLalNationalCollege, Yamuna Nagar
SHASHI KHURANA
Associate Professor, S.M.S.KhalsaLubanaGirlsCollege, Barara, Ambala
SUNIL KUMAR KARWASRA
Principal, AakashCollege of Education, ChanderKalan, Tohana, Fatehabad
DR. VIKAS CHOUDHARY
Asst. Professor, N.L.T. (University), Kurukshetra

TECHNICAL ADVISORS
MOHITA
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar
AMITA
Faculty, Government M. S., Mohali

FINANCIAL ADVISORS
DICKIN GOYAL
Advocate & Tax Adviser, Panchkula
NEENA
Investment Consultant, Chambaghat, Solan, Himachal Pradesh

LEGAL ADVISORS
JITENDER S. CHAHAL
Advocate, Punjab & Haryana High Court, Chandigarh U.T.
CHANDER BHUSHAN SHARMA
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri

SUPERINTENDENT

SURENDER KUMAR POONIA

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in

iv



VoLUME No. 2 (2012), Issue No. 5 (MAY) I SSN 2231-4245

CALL FOR MANUSCRIPTS

Weinvite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the area of
Computer, Business, Finance, Marketing, Human Resource Management, General Management, Banking, Insurance, Corporate Governance
and emerging paradigms in allied subjects like Accounting Education; Accounting Information Systems; Accounting Theory & Practice; Auditing;
Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic Development; Economic History;
Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial Organization; International
Economics & Trade; International Finance; Macro Economics; Micro Economics; Monetary Policy; Portfolio & Security Analysis; Public Policy
Economics; Real Estate; Regional Economics; Tax Accounting; Advertising & Promotion Management; Business Education; Management
Information Systems (MIS); Business Law, Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business;
Health Care Administration; Labor Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-
Profit Organizations; Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational
Development; Production/Operations; Public Administration; Purchasing/Materials Management; Retailing; Sales/Selling; Services; Small
Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism, Hospitality & Leisure; Transportation/Physical
Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); Computer Aided Manufacturing;
Computer Graphics; Computer Organization & Architecture; Database Structures & Systems; Digital Logic; Discrete Structures; Internet;
Management Information Systems; Modeling & Simulation; Multimedia; Neural Systems/Neural Networks; Numerical Analysis/Scientific
Computing; Object Oriented Programming; Operating Systems; Programming Languages; Robotics; Symbolic & Formal Logic and Web Design.
The above mentioned tracks are only indicative, and not exhaustive.

Anybody can submit the soft copy of his/her manuscript anytime in M.S. Word format after preparing the same as per our submission
guidelines duly available on our website under the heading guidelines for submission, at the email addresses:

infoijrem@gmail.comorinfo@ijrcm.org.in.

GUIDELINES FOR SUBMISSION OF MANUSCRIPT

1 COVERING LETTER FOR SUBMISSION:

DATED:
THE EDITOR
IJRCM

Subject: ~ SUBMISSION OF MANUSCRIPT IN THE AREA OF.

(e.g. Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/Engineering/Mathematics/other, please specify)

DEAR SIR/MADAM

Please find my submission of manuscript entitled ‘ ' for possible publication in your journals.

| hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language fully or partly, nor is it
under review for publication elsewhere.

| affirm that all the author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name (s) as co-author (s).

Also, if my/our manuscript is accepted, I/We agree to comply with the formalities as given on the website of the journal & you are free to publish our
contribution in any of your journals.

NAME OF CORRESPONDING AUTHOR:

Designation:

Affiliation with full address, contact numbers & Pin Code:
Residential address with Pin Code:

Mobile Number (s):

Landline Number (s):

E-mail Address:

Alternate E-mail Address:

NOTES:

a)  The whole manuscript is required to be in ONE MS WORD FILE only (pdf. version is liable to be rejected without any consideration), which will start from
the covering letter, inside the manuscript.

b)  The sender is required to mentionthe following in the SUBJECT COLUMN of the mail:
New Manuscript for Review in the area of (Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/
Engineering/Mathematics/other, please specify)

c)  Thereis noneed to give any text in the body of mail, except the cases where the author wishes to give any specific message w.r.t. to the manuscript.

d)  The total size of the file containing the manuscript is required to be below 500 KB.

e)  Abstract alone will not be considered for review, and the author is required to submit the complete manuscript in the first instance.

f) The journal gives acknowledgement w.r.t. the receipt of every email and in case of non-receipt of acknowledgment from the journal, w.r.t. the submission
of manuscript, within two days of submission, the corresponding author is required to demand for the same by sending separate mail to the journal.

2. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised.

3. AUTHOR NAME (S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email
address should be in italic & 11-point Calibri Font. It must be centered underneath the title.

4, ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, methods,
results & conclusion in a single para. Abbreviations must be mentioned in full.

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in

\"



VoLUME No. 2 (2012), Issue No. 5 (MAY) I SSN 2231-4245

5. _: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic order separated by
commas and full stops at the end.

6. _: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It must be prepared on a single space and
single column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of every
page. It should be free from grammatical, spelling and punctuation errors and must be thoroughly edited.

7. _: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before each
heading.

8. _: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.

9. _: The main text should follow the following sequence:
INTRODUCTION

REVIEW OF LITERATURE
NEED/IMPORTANCE OF THE STUDY
STATEMENT OF THE PROBLEM
OBJECTIVES

HYPOTHESES

RESEARCH METHODOLOGY
RESULTS & DISCUSSION

FINDINGS
RECOMMENDATIONS/SUGGESTIONS
CONCLUSIONS

SCOPE FOR FURTHER RESEARCH
ACKNOWLEDGMENTS

REFERENCES
APPENDIX/ANNEXURE

It should be in a 8 point Calibri Font, single spaced and justified. The manuscript should preferably not exceed 5000 WORDS.

10. _: These should be simple, crystal clear, centered, separately numbered & self explained, and titles must be above the table/figure. Sources
of data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from the main text.

11. _:These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right.

12. _: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised references in the preparation

of manuscript and they are supposed to follow Harvard Style of Referencing. The author (s) are supposed to follow the references as per the following:

. All works cited in the text (including sources for tables and figures) should be listed alphabetically.
4 Use (ed.) for one editor, and (ed.s) for multiple editors.
4 When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order.
4 Indicate (opening and closing) page numbers for articles in journals and for chapters in books.
o The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, working
papers, unpublished material, etc.
4 For titles in a language other than English, provide an English translation in parentheses.
4 The location of endnotes within the text should be indicated by superscript numbers.
PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES:
BOOKS
4 Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.
i Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.
CONTRIBUTIONS TO BOOKS
. Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited by David Crowther &

Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303.
JOURNAL AND OTHER ARTICLES

4 Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal of Urban Economics,
Vol. 21, No. 1, pp. 83-104.

CONFERENCE PAPERS

4 Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Association, New Delhi, India,
19-22 June.

UNPUBLISHED DISSERTATIONS AND THESES

4 Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra.

ONLINE RESOURCES

i Always indicate the date that the source was accessed, as online resources are frequently updated or removed.

WEBSITE

o Garg, Bhavet (2011): Towards a New Natural Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in

Vi



VoLUME No. 2 (2012), Issue No. 5 (MAY) I SSN 2231-4245

THE IMPACT OF IMPLEMENTATION OF KNOWLEDGE MANAGEMENT ON THE FINANCIAL PERFORMANCE
OF COMPANIES
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ALIREZA ESLAMPOOR
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ABSTRACT

Today knowledge is counted as the most important assets of organizations. Therefore knowledge management is the challenge of discovering individual knowing
and turning it as a piece of information so that it can be saved on a data base, to share it with others and to apply it to daily works .The purpose of this study is to
examine the impact of implementation of knowledge management on the financial performance of accepted companies in Tehran Stock Exchange during 2005-
2009. Research method is applied in terms of objectives and is causal-descriptive in terms of its type and hypothesis testing procedure is conducted using a single-
variant regression model. Accounting and economic criteria are employed in order to examine the performance of companies. The results indicate that there is a
linear significant relationship between knowledge management and companies' performance and also implementation of knowledge management affects
companies' performance.

KEYWORDS

Accounting Criteria, Economic Criteria, Financial Performance, Knowledge Management.

INTRODUCTION

n the contemporary complicated and accelerating environment, some of the researchers have tried to discover and identify the core competency and the

major source of dynamism in organizations. Some of the studies show that the individual and organizational knowledge (knowledge assets) are the most

vital and determinant factors of competency in today’s competitive and unstable environment. The awareness of organizations’ managers of the value of
intellectual capitals has directed their minds to the ways as to exploit such potentials and efficient capabilities, where Nonaka et al., (2001) have stated that the
organizational knowledge is the major source of achieving sustainable competitive advantage. Although knowledge and learning are the basics of organizational
development and competitive advantage in the organization, organizational knowledge and learning can lead to sustainable competitive advantage when they
are developed through the interactions of the individuals in workgroups. The organizations’ inclination towards group making and designing structures based on
group work is one of the approaches that, in addition to increasing the cooperation, flexibility and customers’ satisfaction, can overcome the barriers in creating
and transferring knowledge through facilitation and enhancement of the knowledge management process, and help the organization in the dynamic and
complex competitive environment.
From the standpoint of Grant (1996, 2001), the new intellectual paradigm in designing the organization can be assumed as a way for achieving implicit
knowledge of the organization’s members, and as a way for setting up the proper conditions for organizational knowledge management as well. In order to
convert the individuals’ knowledge to organizational knowledge, organizing the institute with respect to employing workgroups is not adequate, because the
official structures of the institute will not be sufficient for the development, implementation and dissemination of the organizational knowledge. Indeed, this
happens through the appropriate specific characteristics which a workgroup should benefit from (Zarraga and Perez, 2006).
The other hand, one of the issues communities and organizations have had to face with is the advent of new phenomena and changes. Their occurrences exert
remarkable impact on the performance of the communities and organizations. More importantly, appropriate response and paying attention to them or not play
a major role in their success or failure (Jasimuddin, 2008). Changes is a constant and vital variable in all human attempts and experiences (Omekwu and Eteng,
2006). Successful organizations are those that are always a step ahead of these changes. Nowadays those organizations which have intangible capitals on their
agenda and knowledge on its top will succeed. Such organizations need a new style of management which is referred to as “knowledge management”. It is not a
new concept in the history of human growth (Lundvall and Nielsen, 2007). The most important goal of it application in different institutes is to adapt quickly to
the changes of the environment in order to improve efficiency and profitability (plessis, 2007). Therefore knowledge management refers to the process of
creation, dissipation and application of knowledge; in other words, the ultimate objective of knowledge management is to share knowledge among staff to
improve its added value in an organization (Brachos et al., 2007).1t is a structured approach to identification, evaluation, arrangement and saving and help apply
knowledge to meet needs and achieve organizational goals (Davenport and Marchand, 1999). Changes are so quick that in near future we will observe
organizations basically different from our expectations of a typical one.
Growth of modern technologies particularly IT , business investment in IT sector, internet growth and its widespread use , change in citizens’ expectations and
businesses , globalization and pressures from competition has made knowledge and its management a basic requirement for the success of present-day
organizations and communities. Reliance upon tangible assets like physical capitals no longer yield result and nowadays the organizations that have intangible
capitals on their agenda and knowledge on its top will succeed (Magsood and Finegan, 2009).
To achieve organizational goals through optimum use of knowledge and or capabilities of an organization to apply individual knowledge and experience and
collective knowledge to actualize goals through processes like knowledge production, knowledge share and its use by technology. It is the secret of success in
organizations 21% century (Berkes, 2009). To succeed each organization tries to use the set of the knowledge before every individual staff and has been stored in
their mind; otherwise, it should be expected to see failure in organizations or to pay high costs stemming from repetition of some decision- making processes
and inappropriate use of practical experiences and decisions

LITERATURE REVIEW AND THEORETICAI BACKGROUND
KNOWLEDGE MANAGEMENT
In order to understand and define the knowledge management, it is firstly necessary to clarify the concept of knowledge and its classification.
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THE CONCEPT OF KNOWLEDGE

Knowledge is neither data nor information. Though it relates to both of them, their difference is not necessarily substantial and they merely differ from each
other in ranking. Some of the definitions of knowledge are as follows:

Knowledge is a fluid combination of the existing experiences, values, information and organized expert views that provide a framework for evaluation of and
using new experiences and information (Amanati, 2002).

Knowledge is a series of views, experiences and stages which are put together appropriately. Therefore, it is a proper guide for thoughts, behaviors and
communications (Afrazeh, 2005).

KNOWLEDGE CLASSIFICATION

Knowledge is divided into implicit and explicit knowledge. This knowledge is basically obtained through experience and practical learning. This knowledge is the
unwritten knowledge of the organization which shows the employees’ experience and skill. At the opposite side of implicit knowledge is explicit knowledge,
which can be codified and stated orally. There are numerous reasons why the majority of the organizational knowledge should be of explicit kind, some of which
include:

The organization will not sustain damages when the employees leave the organization and take their personal knowledge with them. The knowledge possessed
by the organization can be disseminated and employed by numerous employees, even by those who are in distant locations.

Knowledge may be gathered for the purpose of decision-making centralization.

Dowenport et al., (1998) define knowledge as “the information which is combined with experience, circumstances, interpretation and reaction”. Data articulates
information which can be rendered into knowledge through the analysis of the assessment history of results, comparison and addition of other supplementary
factors.

In spite of the above mentioned notions, when an organization is immune from employees who take their knowledge with themselves when they leave the
organization, it can still be vulnerable due to the simple relationships with competitors who can identify and copy the explicit knowledge (Hall and Andriani,
2002).

KNOWLEDGE MANAGEMENT

There are so many definitions provided for knowledge management most of which refer to knowledge acquisition, maintenance, dissemination and its
implementation as the basic concepts of knowledge management (Bennet and Gabriel, 1999).

Marketing requires customers knowledge and information about customers’ preferences, competitors, products, distribution channels, service providers, laws
and regulations and management general performance; finding a way to create, identify, discover, disseminate, and transfer the organizational knowledge to
individuals who need it (Afgahi, 2003).

An organizational problem for which the knowledge management is designed for; a knowledge that is acquired through experience and is not reused due to the
fact that it is not officially shared.

Success factors of creating knowledge include knowledge validity assessment, the degree of problem solving, acceptance within the organization, and
preparedness as to using and exploiting it, and should indicate the new opportunities, expenses required for exploitation and potential value .Concepts about
basic knowledge management processes provided by Marshal and Nonaka have been combined and integrated within an integrated framework, which act
together with the four key processes of knowledge management and subordinate functions (Johansen, 2000).

RESEARCH HYPOTHESES

H; There is a significant relationship between knowledge management and accounting indices.

H, There is a significant relationship between knowledge management and economic indices.

Economic and accounting criteria are used in order to evaluate companies' performance.

ACCOUNTING CRITERIA

In accounting criteria, the company's performance is examined using accounting data. In addition to information of basic financial statements and accompanied
notes, market information is employed to measure the performance. The criteria remove the flaws of previous measures in addition to maintaining their
advantages. Given that market information is used, criteria are somehow more relevant and have better correlation, yet less reliable and because market
information is always changing, the criteria are partially instable. These criteria are superior to historical information measuring the performance of company
more accurately. The accounting criteria in measuring company's performance are:

Earnings, earnings growth rate, free cash flows, earnings per share, and financial ratios including: return rate of assets, return rate of investments, rate of return
on equity, price to earnings ratio, market value to book value ratio of share, and Tobin Q ratio.

ECONOMIC CRITERIA

In economic criteria, the performance of company is examined based on the power to gain present assets and potential capital profit and considering return rate
and cost rate of the capital. Economic criteria try to transform accounting information into economic information with some modifications to make them the
basis of evaluating companies' performance. They evaluate performance of the company based on the power to gain present assets and potential capital profit
and considering return rate and cost rate of the capital. Economic criteria of companies' performance evaluation include market value-added, economic value-
added, and reformed economic value-added.

RESEARCH VARIABLES

Independent and dependent variables of the study are respectively knowledge management and variables depending on financial performance of the company
including earnings, earnings growth rate, free cash flows, earnings per share, return rate of assets, return rate of investments, return rate of equity, price to
earnings ratio, market value to book value ratio of share, Tobin Q ratio, market value-added, economic value-added, and reformed economic value-added.
Knowledge management: is the attempt for discovering assets hidden in individual's mind and converting the implicit treasure to organizational asset so that the
wide range of individuals involved in decision-making can make use of them (Danport, 1988).

Earnings: accounting earnings is incomes minus costs

Growth rate of earnings: is the product of investment rate to return rate

Dividend earnings: is an amount of company's earnings annually divided based on decision of assembly.

Free cash flows: are calculated by the difference between net operational earnings after taxes and net investment in operational assets.

FCF=NOPAT-|

Earnings per share: net earnings after taxes divided by the number of company's shares.

Return rate of the assets: is one of the financial ratios gained through dividing net earnings plus return cost by total assets.

Return rate of investment: this is an accounting criterion calculated through dividing operational earnings by investment and includes all profitability elements
(income, cost and investment).

Return rate of stockholders' equity: one of the financial ratios determined through dividing earnings after taxed by stockholders' equity.

Price to earnings ratio: conventional tool in analyzing companies, industries and market status gained through dividing market price per share by the earnings
per share of the same share.

Market value to book value ratio of share: it is calculated through dividing market value per share by the book value per share of the same share. Book value per
share shows historical values. On the other hand, market value per share reflects future cash flows which company will gain.

Tobin Q ratio: is among companies' performance evaluation tools gained through dividing company's market value by its book value or assets replacement value
of the company.

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 35

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in



VoLUME No. 2 (2012), Issue No. 5 (MAY) I SSN 2231-4245

Market value-added: the difference between market value of company's stock and the amount of capital provided by the stockholders.

MVA= MARKET VALUE OF SHARES - SHAREHOLDERS' EQUITY

Economic value-added: indicates earnings remained after capital costs, whereas accounting earnings are determined without considering capital costs.

Reformed economic value-added: as stated before, EVA is calculated as follow:

EVA= (r-c) * capital

In this formula, net book value of assets is used for determining capital cost. If net daily value of assets is used instead of their net book value, the outcome will
show reformed economic value-added or REVA. In the formula, capital stands for book value of assets, r return rate and C capital cost employed by the company
gained from WACC or Weighted Average of Capital Cost. To better understand stockholders' wealth changes, capital cost and company's assets must be used
based on market values. Accordingly, a modified form of EVA is gained as REVA calculated as follow:

EVA= (r-c) * M capital

Where M capital stands for market value of company's assets determined as follow:

M capital= ordinary stock and premium stock market value + book value of liabilities - non-return current liabilities

RESEARCH METHOD

The present study is an applied research in terms of objectives and is a correlation study in terms of its type. Data gathering method is conducted as follows:
Data gathering comprises two library and field techniques so that data required for literature review and background of the study was gathered using library
technique as well as financial information of accepted companies in Tehran Stock Exchange and respective databases were gathered using field technique.
STATISTICAL POPULATION

The statistical population of this study includes accepted companies in Tehran Stock Exchange and those having the features below:

- Not being among investment or financial brokering companies

- Their fiscal year must end by March.

- Not performed downside during the years under study

- Entered Stock Exchange before 2005

- Their fiscal year was not changed during the span of the study

- Not exited Stock Exchange during the span of the study

Span of the study is 5 years from the beginning 2005 to the end of 2009.

RESULTS
DATA ANALYSIS
Initially, we use descriptive statistics for hypothesis testing. Table 1 represents a description of independent variable (knowledge management) and 14
dependent variables of the study including earnings, earnings growth rate, free cash flows, earnings per share, return rate of assets, return rate of investments,
return rate of equity, price to earnings ratio, market value to book value ratio of share, Tobin Q ratio, market value-added, economic value-added, and reformed
economic value-added.

TABLE 1: DESCRIPTION OF INDEPENDENT VARIABLE AND DEPENDENT VARIABLES

Median | Standard deviation | Mean Maximum | Minimum | Description Variable
1105.5 26322.5 11577 135520 37 Technical knowledge Independent
139014 | 1704092.2 702260.8 8313668 533 Earnings

14 1.7 1.8 13.1 0.4 Earnings growth rate

400 504.1 505.9 2300 0 Dividend earnings

67284 643553.8 279466.8 4117608 112 Free cash flows

596 524.3 701.6 2573 16 Earnings per share

11.4 10.0 13.7 45.3 0.6 Return rate of the assets

2.7 17.1 53 177.2 0.1 Return rate of investments

32.51 31.3 35.7 309.2 1.2 Return rate of equity

5.235 5.7 6.6 38.1 0 Price to earnings ratio

2.105 1.8 2.5 10.2 0.4 Market value to book value ratio of share

208.66 184.3 245.9 1014.7 20.7 Tobin Q ratio

186903 | 2148322.3 763484.5 14388850 | -3953160 | Market value-added ‘OEJ
731550 | 5588579.4 2544709.3 | 30806250 | 25320 Economic value-added g
304875 | 4239515.5 1781224.7 | 21093190 | 6064 Reformed economic value-added §

To examine the impact of knowledge management implementation on each of the dependent variables (i.e. earnings, earnings growth rate, free cash flows,
earnings per share, return rate of assets, return rate of investments, return rate of equity, price to earnings ratio, market value to book value ratio of share,
Tobin Q ratio, market value-added, economic value-added, and reformed economic value-added), the relationship between a technical knowledge variable and
each of the above dependent variables was evaluated using a simple linear regression model.

Given that there is just one independent variable in regression models of the study, the significance of the relationship between independent and dependent
variable only shows model significance in general and vice versa, so there is no need for f-test. Regarding Kolmogrov- Esmirinov (K-S) test, best judgments will be
with using first type error (%5) (confidence level %95). However, given that the sample size is more than 30 cases, data will be considered normal at confidence
level of %99.

Before evaluating the regression model (hypothesis testing), basic regression presumptions must be examined among which is the normality of data distribution
conducted using K-S test. Inter alia, for the sake of variables distribution objectivity, P-P diagram is applied for evaluating the normalization of variables; in the

diagram, the closer the points to 45 3 line, the closer the data distribution to a normal distribution. Here, there is no need to examine the co-linearity between
independent variables in the model, since there is just one independent variable.

The results of dependent variables normalization test, Watson distance test, and normalization test of residues of these models all will be reported after
hypothesis testing. However, since technical knowledge variable is common among all hypotheses, its normality presumption is tested separately and before
other variables. The result of the examination is presented in Table 2.

TABLE 2: EXAMINATION OF TECHNICAL KNOWLEDGE VARIABLE NORMALITY

Normal test statistic K-S | P-Value
Technical knowledge | 3.85 <0.0001

Given that the P-value obtained is less than 0.05, H, (independent variable distribution [technical knowledge] follows a normal distribution) is rejected. As a
result, it is claimed (with confidence level of %95) that there is a significant relationship between the variable distribution and normal distribution. To convert
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technical knowledge variable distribution to a normal distribution, its logarithm is calculated and again the normality of the data is tested. The results are
represented in Table 3.

TABLE 3: EXAMINATION OF TECHNICAL KNOWLEDGE VARIABLE LOGARITHM NORMALITY

Normal test statistic K-S | P-Value
Technical knowledge | 0.94 0.34

Given that the P-value obtained is less than 0.05, Ho (independent variable logarithm distribution [technical knowledge] follows a normal distribution) is not
rejected. As a result, it cannot be claimed that there is a significant relationship between the variable distribution and normal distribution.
Figure 1 illustrates P-P diagram for examining technical knowledge variable logarithm distribution normality.

FIGURE 1: P-P DIAGRAM FOR TECHNICAL KNOWLEDGE VARIABLE LOGARITHM

Normal PP Plot of Lni.ils

Expected Cum Prob

0.0 0.2 UI4 Dlﬁ U'S 1.0
Observed Cum Prob

Small distance between the points and the 45 " line confirms K-S test result and shows trivial deviance of data distribution from the normal distribution. Now,
new variable can be used in evaluating regression models required for hypothesis testing.

HYPOTHESES TESTING

The research hypotheses examine the relationship between knowledge management implementation and financial performance of companies using 14
economic and accounting indices. As a result, it is required to initially test dependent variables normalization. To convert dependent variables distribution to
normal distribution, their logarithm is calculated and again data normalization is tested. The results are represented in Table 4.

TABLE 4: EXAMINATION OF DEPENDENT VARIABLES LOGARITHM NORMALIZATION

Normal test statistic K-S | P-Value
Earnings logarithm 1.28 0.08
Earnings growth rate logarithm 1.65 0.01
Dividend earnings logarithm 1.65 0.01
Free cash flows logarithm 1.28 0.08
Earnings per share logarithm 1.34 0.06
Return rate of the assets logarithm 0.70 0.71
Return rate of investments logarithm 1.02 0.25
Return rate of equity logarithm 1.11 0.17
Price to earnings ratio logarithm 0.73 0.66
Market value to book value ratio of share logarithm | 0.87 0.43
Tobin Q ratio logarithm 0.67 0.76
Market value-added logarithm 1.24 0.09
Economic value-added logarithm 0.63 0.83
Reformed economic value-added logarithm 0.63 0.83

Now, it is claimed (with %95 of confidence) that there is a linear significant relationship between technical knowledge variable and independent variables
logarithm.

EXAMINATION OF AUTOCORRELATION OF DATA

Durbin-Watson statistic equals 2.02 indicating that it is larger than 1.56 the data does not have autocorrelation problem.

ASSESSMENT OF RESIDUES NORMALIZATION

At the end, normalization of regression model residues distribution must be reassured the result of which is represented in Table 5.

TABLE 5: ASSESSMENT OF NORMALIZATION OF REGRESSION MODEL RESIDUES

Normal test statistic K-S | P-Value
Earnings regression model residues 0.69 0.73
Earnings growth rate regression model residues 1.65 0.01
Dividend earnings regression model residues 1.00 0.27
Free cash flows regression model residues 1.34 0.06
Earnings per share regression model residues 0.90 0.40
Return rate of the assets regression model residues 0.70 0.71
Return rate of investments regression model residues 1.02 0.25
Return rate of equity regression model residues 1.11 0.17
Price to earnings ratio regression model residues 1.01 0.26
Market value to book value ratio of share regression model residues | 1.52 0.02
Tobin Q ratio regression model residues 0.70 0.72
Market value-added regression model residues 0.74 0.64
Economic value-added regression model residues 0.80 0.54
Reformed economic value-added regression model residues 0.83 0.49

Regression models of these 14 variables are as follow(1-!4):

Earnings = 8.06 + 0.51x LN (technical knowledge) + € (1

Growth rate of earnings =0.17 +0.17x LN (technical knowledge) + € (2

Dividend earnings = 915.24 +56.23x LN (technical knowledge) + € (3

Free cash flows = 6.99 + 0.53x LN (technical knowledge) + € (4
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Earnings per share = 1189.55 +67.03x LN (technical knowledge) + €
Return rate of the assets = 2.43 +0.29x LN (technical knowledge) + €
Return rate of investments = 0.79 +0.45x LN (technical knowledge) + €

Return rate of equity = 3.45 + 0.24x LN (technical knowledge) + €

Price to earnings ratio = 2.49 +-0.11x LN (technical knowledge) + €

Market value to book value ratio of share = 1.79 +-0.15x LN (technical knowledge) + €

Tobin Q ratio = 2.49 +-0.11x LN (technical knowledge) + €

Market value-added = 20.97 + 0.51x LN (technical knowledge) + €

Economic value-added = 10.8 + 0.4x LN (technical knowledge) +
Reformed economic value-added = 9.10 +0.50x LN (technical knowledge) + €

(5
(6
(7
(8
(9
(10
(11
(12
(13
(14

TABLE 6- REGRESSION COEFFICIENTS (SINGLE-VARIANT)

Durbin | Correlati Modified Determina t standard Non-standard coefficients Independent
- on Determina nt )P- Statistic coefficients - - variable Dependent variables log
Watso coefficien nt coefficient Value( Estimation frequen
n t coefficient error &y
2.02 0.55 0.30 0.31 1<0.000 | 14.42 - 0.56 8.06 Model Earnings
constant
1<0.000 | 6.93 0.55 0.07 0.51 Technical
knowledge log
2.04 0.13 0.01 0.02 0.34 0.95 - 0.17 0.17 Model Earnings growth rate
constant
0.19 1.33 0.13 0.02 0.03 Technical
knowledge log
1.59 0.24 0.05 0.06 1<0.000 | 5.47 - 167.39 915.24 Model Dividend earnings
constant
0.01 -2.55 -0.24 22.07 -56.23 Technical
knowledge log
1.92 0.54 0.29 0.29 1<0.000 | 11.62 - 0.60 6.99 Model Free cash flows
constant
1<0.000 | 6.68 0.54 0.08 0.53 Technical
knowledge log
1.61 0.27 0.07 0.07 1<0.000 | 6.90 - 172.44 1189.55 Model Earnings per share
constant
1<0.000 | -2.95 -0.27 22.74 -67.03 Technical
knowledge log
1.84 0.04 -0.01 0.00 1<0.000 | 8.27 - 0.29 2.43 Model Return rate of the assets
constant
0.66 -0.44 -0.04 0.04 -0.02 Technical
knowledge log
2.01 0.01 -0.01 0.00 0.08 1.75 - 0.45 0.79 Model Return rate of investments
constant
0.90 -0.13 -0.01 0.06 -0.01 Technical
knowledge log
1.68 0.04 -0.01 0.00 1<0.000 | 14.09 - 0.24 3.45 Model Return rate of equity
constant
0.69 -0.41 -0.04 0.03 -0.01 Technical
knowledge log
1.54 0.38 0.14 0.15 1<0.000 | 12.85 - 0.19 2.49 Model Price to earnings ratio
constant
1<0.000 | -4.26 -0.38 0.03 -0.11 Technical
knowledge log
1.52 0.47 0.21 0.22 1<0.000 | 8.47 - 0.21 1.79 Model Market value to book value ratio
constant of share
1<0.000 | -5.52 -0.47 0.03 -0.15 Technical
knowledge log
1.52 0.38 0.14 0.14 1<0.000 | 26.89 - 0.23 6.20 Model Tobin Q ratio
constant
1<0.000 | -4.27 -0.38 0.03 -0.13 Technical
knowledge log
2.45 0.27 0.06 0.07 1<0.000 | 15.61 - 1.34 20.97 Model Market value-added
constant
0.01 2.86 0.27 0.18 0.51 Technical
knowledge log
2.55 0.44 0.19 0.19 1<0.000 | 20.6 - 0.5 10.8 Model Economic value-added
constant
1<0.000 | 5.1 0.4 0.1 0.4 Technical
knowledge log
2.47 0.60 0.36 0.36 1<0.000 | 18.60 - 0.49 9.10 Model Reformed economic value-added
constant
1<0.000 | 7.82 0.60 0.06 0.50 Technical

knowledge log
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DISCUSSION AND CONCLUSION

The purpose of this study was to examine the impact of knowledge management implementation on financial performance of accepted companies in Tehran
Stock Exchange during 2005-2009. Two hypotheses were considered in this study. In order to examine the performance of companies, accounting and economic
criteria were employed each of which has a specific index and the researcher conducted hypothesis testing procedure using single-variant regression model. The
logic beneath using single-variant regression model is that the researcher tested knowledge management variable by just one accounting or economic index for
each hypothesis. In order to examine the impact of knowledge management on companies' financial performance, following variables were used as
determinants of the companies' financial performance: Earnings, Growth rate of earnings, Dividend earnings, Free cash flows, Earnings per share, Return rate of
the assets, Return rate of investment, Return rate of equity, Price to earnings ratio, Market value to book value ratio of share, Tobin Q ratio, Market value-
added, Economic value-added and Reformed economic value-added, and the impact of knowledge management implementation on financial performance of
companies is tested through examining respective variables. First, dependent variables normalization was tested using K-S statistic test and it was determined
that data does not follow normal distribution, and given that they were not normal, variables logarithm was used and then variables dispersion diagram was
drawn and test result demonstrated that there is a linear significant relationship between technical knowledge and fourteen dependent variables. At the end,
regarding the importance of all intangible assets, it is suggested to companies' managers that evaluate these types of assets accurately and represent them in
financial statements. Given that intangible assets can affect companies' performance, companies' manager are recommended to take great care in disclosing
them in accordance with standards. In addition, investors, stockbrokers and financial analyzers are suggested to pay close attention to the value of these types
of assets and their impacts on companies' performance when purchasing companies' stock.
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