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Abstract

The relationship between knowledge management and competitive advantage has not reached a
conclusive result based on previous studies. Therefore, this study aims to establish a theoretical
foundation for the relationship between knowledge management and competitive advantage while
taking into account the mediating role of strategy execution. We utilize Resource-Based Theory and
knowledge management as our basis to explore this relationship. This paper is mainly based on prior
literature and findings; thus, it is conceptual research. Through the literature review process, we
construct propositions and reasoning for every relationship discussed in this study. The model and
propositions we provide serve as a theoretical research model for future studies interested in
exploring this model in various contexts, both empirically and theoretically. By providing this model,
we proposed a novel theoretical perspective exploring knowledge management theory and the
theoretical foundation of strategy execution.
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INTRODUCTION

These days, companies are facing intense competition. The uncertain and ever-changing nature of
the market condition makes companies constantly face various challenges, such as reducing
production costs, improving customer service, and global expansion (Lee et al.,, 2016). All these
challenges require companies to be superior over their competitors to ensure their survival and
sustainability in their industry. A company's capability to gain an overall superior position to its
competitors is a competitive advantage.

Competitive advantage is essential for companies due to several reasons. First, competitive
advantage allows companies to gain superior profitability (Christensen, 2010). Furthermore,
competitive advantage significantly impacts long-term business success and sustainability (Venza,
2015). If the company does not have a competitive advantage, it will be in danger of not surviving
in the existing competition (Brill, 2011). Hence, creating and maintaining a competitive advantage
is crucial for the success and existence of a company (Anwar et al., 2018).

Resource-Based Theory (RBT) states that company resources are strategic when they have several
characteristics. Strategic company resources provide value and enable the company to take
advantage of opportunities (valuable), not owned by other competitors (rare), cannot be imitated
(initiable), and cannot be replaced by other resources (non-substitutable) (Nothnagel, 2008). A
competitive advantage can be obtained when the company can execute the right strategy based on
the available resources to protect the company from the existing competition and create an entry
barrier to maintain its advantage (Barney, 1991). Therefore, resources and their utilisation are the
main factors determining whether a company can gain and maintain a competitive advantage.
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In the era of information and technology today, intangible assets play an essential role as critical
sources of competitive advantage (Lee et al,, 2016). Knowledge is an intangible asset that becomes
a strategic resource that can improve the competitive performance of an organization if it can be
managed appropriately (Mahdi et al., 2019). Numerous studies have demonstrated the critical role
of knowledge as a source of competitive advantage at the organizational level (Arsawan et al., 2020;
Quartey, 2019). Since knowledge can be seen as one of the company's resources, the competitive
advantage also lies in how a company develops and disseminates strategic value (Grant, 1991). This
way of developing and disseminating knowledge is known as knowledge management.

Knowledge management is a process when organizational knowledge can be generated in forms
that can provide added value and are available to all organization members to produce high-quality
products or services (Husain & Ermine, 2021). This process consists of various management
practices to create, identify, store, distribute, replicate, and apply knowledge (Grant, 2018).
Knowledge management focuses on managing knowledge as a resource and managing business
processes that utilize this resource (Jelenic, 2011).

Even though knowledge management has a theoretical relationship with a competitive advantage,
previous empirical studies on this relationship have not reached conclusive results. Some studies
have found that knowledge management positively impacts competitive advantage (e.g., Jyoti etal,
2015; Kamya et al., 2010; Lee et al., 2016; Mahdi et al.,, 2019; Mao et al.,, 2016). On the other hand,
other studies indicate that knowledge management has a negligible effect on competitive advantage
(Alaneme, 2017; Aydin & Dube, 2018). If we analyse these findings in detail, we find that not all
dimensions of knowledge management significantly affect competitive advantage (Alaneme, 2017).
The research provides no consistent results in some instances (Aydin & Dube, 2018). The disparity
between these studies results in a research or empirical gap related to the relationship between
knowledge management and competitive advantage.

By reviewing previous research findings, it is necessary to mediate the discrepancy in the
relationship between knowledge management and competitive advantage. Mediation is carried out
to show the true relationship when there is uncertainty between the independent and dependent
variables (Hair et al., 2017). Mediation also aims to explain why the independent variable has or
has no influence on the dependent variable (Keele, 2015). The purpose of this study is to examine
the relationship between knowledge management and competitive advantage with the mediating
effect of strategy execution.

Strategy execution can theoretically mediate the relationship between knowledge management and
competitive advantage for a number of reasons. First, effective knowledge management can
support the coordination of critical resources (human, physical, intellectual, and financial
resources) needed for strategy execution and position the company to gain and maintain a
competitive advantage (Velez, 2018). Second, knowledge management is critical to a company’s
success since it fosters a shared understanding of where the organization's knowledge resources
are located, how to use that information to produce value, and how to integrate current operations
for successful strategy execution (Wang et al,, 2016). Knowledge management helps the company
manage and use its knowledge to become the basis for decision making, action plans, and creating
helpful guidelines for the strategy execution process.

In addition, Resource-Based Theory indicates that strategy execution influences competitive

advantage. If a company can execute strategies that other companies do not execute and imitate, it
can gain and maintain its competitive advantage (Barney, 1991). In this case, strategy execution can
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be viewed as a capability and a source of competitive advantage (Barney & Mackey, 2005). Thus,
good strategy execution may provide both strategic and tangible benefits for the company.

A research model that studies the relationship between knowledge management and competitive
advantage mediated by strategy execution has never been proposed before. Many studies on the
relationship between knowledge management and competitive advantage use other mediators
such as product innovation (Wahyono, 2019) and technological innovation (Lee et al.,, 2016). Even
though strategy execution has interactions with knowledge management and competitive
advantage theoretically (Barney & Mackey, 2005; Velez, 2018), there are no empirical or theoretical
studies examining these interactions. Previous studies have focused more on the antecedents and
impact of strategy execution on other variables, such as organizational culture (Murunga & Karugu,
2019), strategy engagement (Chuah et al, 2016), leadership (Barrick et al., 2015), strategy
innovativeness, strategic strength, strategic clarity (Huber, 2011), and marketing capabilities
(Morgan et al., 2012). Moreover, the results of knowledge management (innovation, productivity,
and competitive advantage) are still little studied in the knowledge management literature
(Pellegrini et al.,, 2020). Additionally, there is still little research that incorporates knowledge
management in the study of strategy execution, even though it is still in the form of a conceptual
model (e.g., Okfalisa et al., 2009). Therefore, this study provides a novel research model for the
relationship between knowledge management and competitive advantage that incorporates the
effect of strategy execution.

Research on strategy execution is also critical and exciting for practitioners and scholars. Strategy
execution is seen as the most challenging stage in strategic management due to discipline,
commitment, and personal sacrifice, which are required in strategy execution (Rofiaty, 2019).
Despite these facts, academic research studies more on strategy formulation, even though strategy
formulation and execution are interrelated. The majority of research on strategy execution was
conducted by consultants and practitioners (de Oliveira et al., 2019). Nowadays, the focus of the
strategic management field today has shifted from strategy formulation to its implementation
(Obeidat et al., 2017). This shift helps us expand our knowledge related to strategy execution.

This proposed research model provides a novel theoretical perspective by considering the effect of
rarely-studied strategy execution in examining the relationship between knowledge management
and competitive advantage by demonstrating the importance of this research model for developing
knowledge management theory in particular and Resource-Based Theory in general. The goal of
this study is to perform a literature review of existing theories (Resource-Based Theory and
Knowledge Management) and a review of prior research findings relevant to this research model.
It is hoped that this model can provide a strong and valid basis for future empirical testing in
different demographic, industrial, and other settings.

LITERATURE REVIEW

Resource-Based Theory

Research on strategy explains factors that give a company a sustainable competitive advantage over
its competitors (Feldman, 2020). The Resource-Based Theory (RBT), or what is frequently referred
to as the Resource-Based View, is a theory that aims to explain the source of a company's
competitive advantage (RBV). This theory was first proposed in the mid-1980s by Wernerfelt
(1984) and Barney (1986). RBT emphasises the importance of a company's internal resources and

capabilities to achieve sustainable competitive advantage and superior performance (Nothnagel,
2008).
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RBT makes a number of assumptions about the sources of competitive advantage. As is the case
with the majority of strategic management theories, RBT assumes bounded rationality, that is,
rational decisions that account for decision makers' cognitive limitations (Simon, 1990) and the
assumption that firms seek to maximise profits. Two additional assumptions distinguish RBT from
other theories: resource heterogeneity and resource immobility. First, RBT assumes that the
resources owned by companies in an industry are heterogeneous. Second, RBT assumes that these
resources are imperfectly mobile between firms. Therefore, the diversity (heterogeneity) of
resources can last for a long time (Barney, 1991).

When a business successfully executes a value creation strategy that other competitors do not,
generates more economic value than other businesses in the same industry, and other businesses
are unable to replicate the benefits of this strategy, the business gains a sustainable competitive
advantage (Barney, 1991; Barney & Clark, 2007). Therefore, the RBT strategy involves two main
issues: (1) exploiting existing resources and capabilities to maximise the company's advantages and
(2) building resources and capabilities for the future (Robert Morris Grant, 2005).

A resource can contribute to a sustainable competitive advantage or provide strategic value if
valuable, rare, inimitable, and non-substitutable (Barney, 1991). A resource is valuable when it can
generate significant benefits for the customer or increase an organization’s efficiency and
effectiveness. A resource is rare as long as it is available in limited quantities. A resource is
inimitable when it cannot be imitated perfectly or competitors cannot imitate the same strategy.
Moreover, a resource is non-substitutable when there is no opportunity to replace it with other
alternative resources with the same potential.

Knowledge Management

Knowledge management is the process of managing the knowledge possessed by the organization
to support the achievement of organizational goals (Becerra-Fernandez & Sabherwal, 2015; Dalkir,
2011; Husain & Ermine, 2021). This process consists of various management practices to create,
identify, store, distribute, replicate, and apply knowledge (R. Grant, 2018). Knowledge management
focuses on managing knowledge as a resource and managing business processes that utilize this
resource (Jelenic, 2011).

There are two main objectives of knowledge management. First, it leverages what the organization
already knows to maximise the utilisation of its knowledge assets. Second, it connects knowledge
producers, holders, and users to facilitate knowledge flow throughout the organization (Jennex,
2015). Knowledge management helps organizations by providing a collaborative knowledge-
sharing platform to promote learning and increase performance within the organization. By
managing knowledge and developing managerial competencies, the execution of organizational
processes can be done in a better way (Hebibi et al., 2019).

Knowledge management can be seen as an extension of RBT because it specifically identifies
organizational knowledge as the most important strategic resource for an organization (Curado,
2006; Guerras-Martin et al., 2014). With this framework, we can see that for knowledge
management, knowledge is a source of sustainable competitive advantage (Jelenic, 2011). The
company's competitiveness depends on the ability to combine internal knowledge generated from
company resources, both in the form of physical or human resources, and the ability to obtain
knowledge from the external environment (Wahyono, 2019). In a rapidly changing world, a
knowledge that can encourage innovation is an essential source of sustainable competitive
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advantage (Nikolaou, 2019; Nonaka, Ikujiro; Toyama, Ryoko; Nagata, 2000). Hence, knowledge
management helps companies utilize their knowledge resources to gain a competitive advantage.

Bolisani and Bratianu (2018) argue that there are five fundamental processes in knowledge
management. The first process is knowledge creation. In this process, knowledge is generated due
to the learning process caused by the organization's interaction with the environment, both social
and natural. The second process is knowledge acquisition. This process relates to organizational
activities to increase the level of organizational knowledge.

The third process is knowledge sharing. Knowledge sharing focuses on the distribution of
knowledge that contributes to the increase in the average level of knowledge of the team or
organization. The fourth process is knowledge transformation. In this process, knowledge is
converted from tacit knowledge to explicit knowledge or vice versa. The last process is knowledge
application. This process involves utilizing organizational knowledge to solve business problems
and make decisions. This process is vital because it applies organizational knowledge to products
or services produced by the organization. Essentially, applying the knowledge is the core of
knowledge management.

Many previous studies have analysed the importance of the knowledge management process in the
strategy formulation process, both theoretically (e.g., Sveiby, 2001) and empirically (e.g., Aktiirk &
Kurt, 2016). Even though some studies have explained the significance of knowledge management
in realising corporate strategy in the strategy execution process (e.g., Hebibi, Raimi and Mili¢i¢evi¢,
2019; Spender and Grant, 1996; Velez, 2018; Wang et al,, 2016), there are still no studies that have
studied the effect of knowledge management on strategy execution in detail, both theoretically and
empirically.

On the other hand, although knowledge management theoretically has a relationship with a
competitive advantage, the current research results have not provided conclusive results. Several
studies have found that knowledge management affects competitive advantage significantly (e.g.,
Jyoti et al, 2015; Kamya et al,, 2010; Lee et al,, 2016; Mahdi et al.,, 2019; Mao et al,, 2016). Many
studies, on the other hand, have discovered that knowledge management does not affect
competitive advantage (Alaneme, 2017; Aydin & Dube, 2018). Other studies also found that all
dimensions of knowledge management significantly affect competitive advantage (Alaneme, 2017).
In another study, research results did not provide consistent results in some instances (Aydin &
Dube, 2018). This issue results in a theoretical and empirical research gap explaining the
relationship between knowledge management and competitive advantage.

Strategy Execution

Strategy execution is the effort of a company's management to pursue the achievement of strategic
goals or objectives and monitor the progress of this process (Barrick et al., 2015; de Oliveira et al.,
2019; Hrebiniak, 2013). Although many researchers differentiate between the definitions of
strategy implementation and strategy execution (Favaro, 2015), the definitions of strategy
execution and implementation will be equal in this study. In the Oxford English Dictionary, the word
"implementation” means "to complete, perform, or carry something into effect," while the word
"execution" means "to follow out, or carry something into effect." Based on these definitions, we
can argue that implementation and execution have nearly identical meanings (Andersen & Lie,
2013). In much literature, strategy implementation and execution are also used interchangeably

51




International Journal of Management, Entrepreneurship, Social Science and Humanities (IJMESH), Vol. 5 (1), 47-62
Improving Knowledge Management for Better Competitive Advantage Through Strategy Execution: A
Theoretical Model Proposal
Wirawan Tedja

(e.g., Bhimavarapu et al., 2019; Chrisman et al, 2016; Chua et al, 2012; Chuah et al, 2016;
Radomska & Kozyra, 2020).

Strategy execution plays an essential role in the continuity of a company. Strategy execution relates
directly or indirectly to all management aspects (Okumus, 2003). Strategy execution also includes
the entire design of the organization. How a company is organized determines its capacity to
execute its strategy (Grant, 2016). With the increasing market competition, the challenge faced by
organizations is how to design strategies to enable them to compete and execute strategies quickly
and effectively (Chen, 2005). Executing an organization's strategic plans is as important, or even
more important, than the strategy itself (Slater et al, 2010). No strategy can succeed without
effective strategy execution (Rofiaty, 2019). Failure to execute the strategy can lead to failed
exploitation of available opportunities (Obeidat et al.,, 2017). Therefore, understanding all factors
that can affect strategy execution is vital for a company.

From the RBT perspective, strategy execution can be viewed as a source of competitive advantage.
When a company can execute strategies that its competitors do not execute, it can have a
competitive advantage. When other companies cannot imitate this strategy, they can maintain their
competitive advantage (Barney, 1991). Companies capable of seizing existing opportunities and
managing their resources and capabilities can execute their strategies. When this strategy is unique
and well-executed, it can help the company generate competitive advantage (Barney & Mackey,
2005).

To acquire a competitive advantage, a company must possess strategy execution skills suited to the
specific strategies being implemented. If other companies share the same skill, it is no longer
considered a source of competitive advantage. Unlike the traditional strategy execution
perspective, this view assumes that strategy execution can be understood without considering
strategy content. In this sense, resource-based theory can be understood as an alternative to the
traditional strategy execution perspective (Barney & Zajac, 1994).

Strategy execution is a complex concept and remains a challenge for most companies. Therefore,
strategy execution may consist of integrated and interdependent components. Tawse and Tabesh
(2021) suggested that components of strategy execution include: (1) management actions that
affect the execution process, both structural and interpersonal actions; (2) necessary conditions to
achieve effective strategy execution (competency, commitment, coordination), and (3) the
underlying dynamic managerial capabilities for generating the optimal set of conditions through
the use of the most appropriate managerial actions. Hence, we can conclude that strategy execution
needs proper capabilities, actions, and conditions to allow companies to get the most out of their
strategies and achieve organizational goals.

Competitive Advantage

A competitive advantage can be seen as a company's capability to have an overall superior position
over its competitors (Ardyan et al.,, 2017; Barney, 1991; Chen, 2018). A company is said to have an
advantage when it is in a better position than its competitors. Competitive advantage is best
understood not as a financial result or as a critical company attribute but as an intermediate
performance result that shows differences in the extent to which different competitors create value
(Maritan & Peteraf, 2018).

Intense competition in the market requires companies to continuously innovate to meet the needs
and expectations of consumers and society in general. Thus, companies need to obtain new sources
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of competitive advantage to survive (Chopra et al,, 2021). From the RBT perspective, the source of
the company's competitive advantage is the company's resources, capabilities, knowledge, brand,
and value (Cho et al., 2021), which enables the company to carry out its activities at a certain level
of efficiency and effectiveness (Maritan & Peteraf, 2018).

Previous Studies

To the best of our knowledge, there are only two studies that specifically examine the relationship
between knowledge management. Rofiaty (2019) found that in the context of Islamic boarding
schools, knowledge management significantly influences strategy execution. Paisittanand et al.
(2007) also found that knowledge management significantly influences the effectiveness of strategy
execution. On the other hand, there are many empirical studies that delve into the relationship
between knowledge management and competitive advantage (e.g., Jyoti et al,, 2015; Kamya et al,,
2010; Mahdi et al., 2019; Wahyono, 2019). Surprisingly, there is no study that examines the
relationship between strategy execution and competitive advantage, although this relationship has
been theoretically established by Barney & Mackey (2005) and one of the earliest studies in
Resource-Based Theory (e.g.,, Barney, 1991). Based on these findings, we try to propose a model
that integrates knowledge management, strategy execution, and competitive advantage.

RESEARCH METHOD

This research design is conceptual research that intends to provide a theoretical basis for
examining the relationship between knowledge management, strategy execution, and competitive
advantage. The relationship between these three variables has not previously been investigated,
particularly with respect to strategy execution. We use literature review as the method of research
to construct the theoretical relationship among these variables. Then, we propose a theoretical
research model and propositions/hypotheses that can be tested by future studies in various
industrial and demographic situations based on the results of the literature review and previous
studies related to knowledge management, strategy execution, and competitive advantage.

FINDINGS AND DISCUSSION

Based on previous studies and literature reviews, this study proposes a research model that shows
that knowledge management significantly impacts competitive advantage and strategy execution.
Furthermore, strategy execution is a mediating variable of the relationship between knowledge
management and competitive advantage.

Relationship Between Knowledge Management and Competitive Advantage

Practically, in an information and knowledge-based economy, today's business competition is
becoming more knowledge-based, and the source of competitive advantage shifts from physical
assets to the intellectual capabilities of a company and other intangible assets (Carrasco-Hernandez
& Jiménez-Jiménez, 2016; Lee et al,, 2016). This condition makes knowledge a strategic resource
that can increase organizational competitiveness if managed appropriately (Mahdi et al,, 2019).
This situation occurs due to the nature of knowledge that cannot be seen and is difficult to imitate
to become a valuable company asset (Kamya et al.,, 2010). Hence, companies must identify, create,
disseminate, utilize, and manage their knowledge properly to outperform their competitors and
survive in the competition.

Within the RBT perspective, we can see how knowledge and knowledge management can be a

source of competitive advantage. Organizational knowledge is mainly tacit, meaning that
organizational knowledge exists in the mind of organizational members and is obtained from
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experience (Bolisani & Bratianu, 2018). Moreover, this knowledge is generated from unique social
and historical contexts. Because of these characteristics, organizational knowledge is difficult to
imitate and easily obtained by competitors. This condition makes organizational knowledge a
source of competitive advantage. This reasoning is the premise of the knowledge-based view
(Barney, 1991; Nag & Gioia, 2012).

Knowledge management can theoretically be seen as an extension of RBT since knowledge
management sees knowledge as the most important strategic resource for an organization (Curado,
2006; Guerras-Martin et al., 2014; Nonaka, Ikujiro; Toyama, Ryoko; Nagata, 2000). Organizational
knowledge is an essential resource for competitive advantage due to its role in providing new
opportunities that can be explored further and helping organizations overcome various existing
problems, both internal and external (Mahdi et al.,, 2019). This condition helps the company
compete with competitors who have different knowledge and the ability to manage knowledge. An
effective knowledge management process also positively impacts the quality and development of
the resulting products or services (Mao et al,, 2016).

When viewed with a competitive advantage, knowledge management helps organizations utilize
their organizational knowledge to create value and high-quality products or services (Husain &
Ermine, 2021). Knowledge management is focused on managing knowledge as a resource and
managing business processes that utilize these resources (Jelenic, 2011). The company's
competitiveness depends on the company's ability to combine internal knowledge generated from
company resources, both in the form of physical or human resources, and the ability to obtain
knowledge from the external environment (Wahyono, 2019). Hence, knowledge management helps
company utilize their knowledge resources to gain a competitive advantage.

Several empirical studies support this argument. Lee et al. (2016) found that well-applied
knowledge management practices can strengthen their competitive advantage in SMEs. Jyoti et al.
(2015) also found that in the Indian telecommunications sector, knowledge management helps the
company create and strengthen its overall competitive position. Similar findings were also obtained
by Kamya et al. (2010) on industries in developing countries. Therefore, this study proposes a
proposition:

P1. Knowledge management has a significant impact on competitive advantage.

Relationship Between Knowledge Management and Strategy Execution

Most organizations succeed in carrying out strategic planning but fail in their execution due to the
complexity and uncertainty faced in decision-making (Okfalisa et al., 2009). One of the decisive
variables in the strategy execution process is knowledge management, which enables companies to
translate their strategic goals into the required outcomes (Srivastava, 2013). In the process, high-
quality knowledge management promotes productive dialogue in learning and organizational
improvement in strategy execution (Bhimavarapu et al., 2019). In addition, the value of knowledge
managed through knowledge management can increase if it focuses on the company's strategic
priorities (Smith, 2001). Therefore, knowledge management helps organizations maximize the
value and benefits of knowledge for the organization in achieving its goals.

Knowledge management is vital for the company's success in executing its strategy because
knowledge management creates a shared understanding of where the organization's knowledge
resources are located, how to utilize this knowledge in the value creation process, and how to
integrate existing activities for successful strategy execution (Wang et al., 2016). The application of
knowledge management helps the company improve its organizational processes and enlarge its
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competitive capabilities (Oliva et al., 2019). This condition allows the company to achieve its goals.
A case study from Akuku et al. (2021) on an agricultural research organization in East Africa
supports this. They found that knowledge management activities allow companies to enhance
access to their research knowledge and, in return, helps the organization achieve success in their
strategy execution process.

Knowledge management is considered to contribute positively to organizational effectiveness in
general by enabling individuals to leverage existing knowledge and discover new information
effectively (Paisittanand et al., 2007). Knowledge management can also be used as a tool to outline
internal and external changes, help organizations to create intelligent decisions, and facilitate any
option for strategic orientation and execution (Srivastava & Sushil, 2015). The strategy execution
process can be measured and monitored properly by designing a suitable knowledge management
system and metrics (Okfalisa et al, 2009). Therefore, knowledge management can help the
organization in optimizing the strategy execution process to give better outcomes for the
organization.

Knowledge management may also support strategy execution in the long term. Knowledge
management helps the company organize and distribute knowledge related to successes, failures,
practices, and policies applied to previous strategy executions (Bell et al, 2010). With this
knowledge, organizations can utilize it to form the basis for organizational development and
sustainable strategy execution. In addition, the organization can also encourage learning and
evaluation for organization members, especially for those who have been and will be part of the
company's strategy execution. Therefore, knowledge management can encourage strategy
execution by managing and distributing the knowledge that the organization has gained from
strategy execution which has already been carried out. These arguments are empirically supported
by Rofiaty (2019), who found that knowledge management positively impacts strategy execution
in boarding schools. Therefore, this study proposes a proposition:
P2. Knowledge management has a significant influence on strategy execution.

Relationship Between Strategy Execution and Competitive Advantage

In Resource-Based Theory, when a company can execute its strategies properly, it can help the
company generate a competitive advantage. When other companies cannot imitate this strategy,
they can maintain their competitive advantage (Barney, 1991; Barney & Mackey, 2005).
Furthermore, for a company to achieve a competitive advantage, the ability to execute strategy
must be tailored to each strategy being executed only by that company. If those skills are also owned
by other companies, it is no longer unique and cannot provide a source of competitive advantage
for any company (Barney & Zajac, 1994). Therefore, a company needs to formulate and execute
strategies that take advantage of the company's unique strengths to gain a competitive advantage
(Grant, 2016).

Today’s dynamic business landscape brings many changes and challenges to companies. These
changes might be driven by internal (e.g., organizational structure, routines, resources, or
competencies) or external factors (e.g., changes in customer needs, rapid technological changes,
globalization, market changes, and complexity) (Ferreira & Coelho, 2020; Teece, 2007). These
conditions result in uncertainty with various levels and a shorter time for companies to capture
available opportunities. Companies are forced to continuously adapt to these changes and
challenges by adding new skills, technologies, and competencies to their pool of resources. Because
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of these challenges, strategy execution has become a relevant and crucial source of value creation
(Bigler, 2001).

If the companies can effectively execute their strategies, it will become a source of competitive
advantage (Srivastava, 2014). Furthermore, by achieving greater levels of competence,
commitment, and coordination in its strategy execution process, a company will increase its
competitive edge over its rivals (Tawse & Tabesh, 2021). Strategy execution helps companies
effectively exploit existing opportunities and give what their customers need. Therefore, it is
important for companies to execute their strategies quickly and effectively with the increasing
competition if they want to survive (Chen, 2005).

Good strategy execution can also increase customer satisfaction and contribution to the company
and create synergies in allocating financial and human resources within the company. With this
ability, the company can identify, attract, and retain valuable customers (Ho et al., 2014). This
statement is in line with RBT, which states that companies need to exploit existing resources and
capabilities to maximize their advantages (Grant, 2005). In addition, active development, good
asset management (including knowledge management), and good strategy execution significantly
impact the company's long-term success (Teece, 2014). Therefore, this study proposes a
proposition:
P3. Strategy execution has a significant influence on competitive advantage.

Mediating Effect of Strategy Execution on the Relationship Between Knowledge Management
and Competitive Advantage

Effectively carried out knowledge management can support the coordination of critical resources
needed for strategy execution and place the company to gain and maintain a competitive advantage
(Velez, 2018). Knowledge management also creates a shared understanding regarding utilizing
organizational knowledge in the value creation process and integrating existing activities to
successful strategy execution (Wang et al.,, 2016). Furthermore, a company will gain a competitive
advantage and higher profits for its shareholders if it can execute its strategy better than its
competitors with its knowledge and capabilities (Hrebiniak, 2013). When a company has
knowledge management capabilities, it can develop and execute strategies that meet organizational
goals.

Strategy execution is a factor that affects firm performance through competitive advantage
obtained from internal resource management, including knowledge as a strategic resource
(Kruasoma & Saenchaiyathon, 2015; Mahdi et al., 2019; Soebandrija et al.,, 2015). This becomes
important, especially when a business faces uncertain economic situations or when there is market
expansion. If companies have good knowledge management, they can easily utilize their relevant
knowledge in the company’s strategic planning and execution. Strategy execution process with
solid and relevant information obtained from companies knowledge base will increase the
effectiveness of strategy execution and give a superior position over their competitors.

Maximizing existing resources and capabilities is crucial for maximising the company's advantages
(Robert Morris Grant, 2005). Strategy execution can be seen as a capability and hence, a source of
competitive advantage (Barney & Mackey, 2005). The proper strategy execution creates a well-
synchronised allocation of resources (Ho et al., 2014) and can benefit the company. In conclusion,
knowledge management helps companies coordinate and communicate unique strategies and
executions to all of their members, allowing them to have a competitive edge over their competitors.
Therefore, this study proposes a proposition:
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P4. Strategy execution mediates the relationship between knowledge management and
competitive advantage.

CONCLUSION

Based on the four propositions proposed in the previous section, this study proposes that strategy
execution is a mediating variable in the relationship between knowledge management and
competitive advantage. The existing propositions can be described by a research model shown in
Figure 1.

P4

Strategy
Execution

Competitive
Advantage

Knowledge
Management

Figure 1 Results

Based on the proposed research model, this study views knowledge management as a critical
component of acompany's efforts to maintain a competitive edge in an increasingly hostile business
climate. Additionally, knowledge management is critical to the decision-making and strategy
processes of businesses. If the company's developed plan is correctly implemented, the strategy
will yield positive results for the business, including a competitive edge. While some earlier
research has examined the association between factors in part, no other study has examined the
relationship between these three variables concurrently. Thus, this research can serve as a
foundation for future work that will empirically and conceptually test the propositions.

Even though this study has provided hypotheses to test the relationship between knowledge
management, strategy execution, and competitive advantage, it is still limited to the theoretical
model. Future research can utilize the theoretical research model proposed in this study to
empirically test the hypotheses in various contexts (industry, demographic characteristics,
countries, etc.). Therefore, it will provide empirical supports for the development of a theoretical
framework that attempt to understand the interactions among variables. Other variables (e.g., firm
performance, leadership, strategy planning/formation, etc.) can be included in the model to provide
deeper insights related to knowledge management and strategy management in general.
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