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Preface

At the beginning of the 21% century, we enter into a new era of both globalization and the use of knowl-
edge management (KM) in achieving strategic objectives. This book is designed to bring the theory,
research, and thought leaders together in establishing both the salient capabilities of KM in multinational
organizations as well as the approaches that may be employed in attaining those objectives.

In approaching the topic of multinational knowledge management, it was apparent from the beginning
that the book needed to be based on the experience and knowledge of practitioners and researchers from
wide and diverse backgrounds and from different parts of the globe. To this end we have brought together
leaders from Australia, Canada, Denmark, France, Hong Kong, India, New Zealand, Scotland, Spain,
Switzerland, the United Kingdom, The Netherlands, and the United States to share their knowledge and
research on the topic of strategic knowledge management in the multinational organization.

Targeted at KM practitioners, researchers, and students of knowledge management, the text is divided
into four general sections:

. Organization

e Technology

*  Organizational Learning
. Leadership

The approach is consistent with the Four Pillars of Knowledge Management, first postulated by
Baldanza and Stankosky in 1999. The approach to describing knowledge management has sustained
the test of time and has been the basis of numerous papers, research projects, and books, and ultimately
is highly suited to examining knowledge management in this setting.

ORGANIZATION

The first section deals with organizational consideration in utilizing knowledge management in a multi-
national setting. Obviously, the level of complexity associated with the multinational are much increased
over that of an organization operating in a single market.

In Chapter | we start by examining the human aspect of KM and in particular the human resource
management (HRM) component in facilitating knowledge transfer. HRM practices relevant for absorp-
tive capacity of subsidiary employees form two groups—cognitive (job analysis, recruitment, selec-
tion, international rotation, career management, training, and performance appraisal) and stimulative
(promotion, performance-based compensation, internal transfer, orientation programs, job design, and
flexible working practices). The application of cognitive HRM practices enhances the ability of knowl-



XVi

edge receivers to absorb transferred knowledge, while the use of stimulative HRM practices increases
their motivation. Temporary and permanent types of international assignments respectively influence
the ability and motivation of expatriate managers to share their knowledge.

In Chapter 1l we examine knowledge creation techniques facilitated by commitment-based value
systems within the multinational organization, and in particular the implications for almost every aspect
of a firm’s strategy and business model, especially its ability to leverage these networks to create value
through innovation. Most multinational firms are ill-equipped to take advantage of the knowledge creation
derived from high-value relationships with suppliers and customers. This chapter shows the importance
of developing a corporate strategy which takes into account ways in which an innovation focus must
integrate with installed business processes. Choosing the most appropriate value networking strategy
can have serious implications for success. In this chapter we add to studies on knowledge creation and
knowledge transfer in multinational corporations by proposing a conceptual model of commitment-based
value networking strategy.

The objective of Chapter I11is to assist executives in understanding how to encourage their members
to reap benefits from using the knowledge management systems within the multinational setting by ex-
amining the cultural aspects of knowledge sharing. Organizations distribute their resources around the
world to reduce cost and remain competitive. As a consequence, globally distributed working teams are
common, thereby rendering a need for knowledge sharing cross-culturally. The chapter presents a series
of studies investigating the impact of cultures on how people handle knowledge management issues. It
shows how in-group/out-group relationships determine people’s attitudes towards knowledge sharing
in a global working environment.

In Chapter 1V we examine the organization from the knowledge worker perspective: using the case
study approach, we examine the case of the first-level call center technician. Such technicians are ideal
candidates for knowledge managementtools. The chapter ends with recommendations for IT practitioners
who are interesting in implementing these tools in their call centers.

The move to the multinational setting for most organizations comes through the establishment of
both an international customer base and through the use of outsourcing. Chapter V continues the case
study approach examining cases in India, The Gambia, and Nigeria as a background for an empirically
grounded framework of KM. Cultural diversity and gaps in the provision of infrastructure make man-
aging knowledge challenging but necessary in developing countries. These cultural and infrastructural
issues are also related to governmental, educational, political, social, and economic factors. These
environmental factors interact with organizational variables and information technology to enable or
constrain knowledge management processes in the creation and protection of knowledge resources. The
framework is designed to assist organizations to prepare their KM projects, to reveal problems during
the project, and to assess its outcomes.

In the final part of our section on Organization, Chapter VI continues the examination of culture in
the multinational organization. We examine the factors contributing to process-based approaches and
community-based approaches. Although culture has been cited widely as a challenge in knowledge
management initiatives, and although many studies have considered the implications of organizational
culture on knowledge sharing, few empirical studies address the influence of culture on the approach
taken to knowledge management. Using a case study approach to compare and contrast the cultures and
knowledge management approaches of two organizations, we postulate different ways in which orga-
nizational culture influences knowledge management initiatives as well as the evolution of knowledge
management in organizations.
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TECHNOLOGY

In Section Il we examine the technological aspects of KM in the multinational setting. The potential ben-
efits of utilizing KM technologies in multinational and global organizations are of particular significance
due to the inherent geographic distance and diversity of such organizations. Unfortunately, the process
of constantly changing technology can be extremely disruptive at both the individual and organizational
level. In Chapter VII, we explore the relationship between KM technology change within the organi-
zation and the Theory of Organizational Loss of Effectiveness (LOE). The Theory of Organizational
Loss of Effectiveness is predicated upon organizational behavior resulting from a loss of stability (e.g.,
technology change) within an organization.. The loss of stability, in the context of this theory, occurs
when a defined set of symptoms develop in individuals and groups undergoing a change in technology.
The assertion is that the development of these symptoms is predictable, and when viewed collectively,
results in an organizational loss of effectiveness.

Organizations need well-architected systems for effective KM. Chapter V111 begins with a review of
approaches adopted by organizations for developing KM solutions. It defines a set of components that
can form the building blocks for developing such systems. The relevance of the principles of service-
oriented architecture (SOA) to KM solutions is demonstrated. The author presents the architecture of a
generic knowledge management system based on the components defined and the principles of SOA, and
then discusses the patterns for implementing the architecture followed by maturity levels of knowledge
management systems.

Having established in Chapter 1X the need for well-formed and sustainable architectures for knowl-
edge management systems within the multinational setting, Chapter IX now examines the use of such
technologies from an industry perspective: how information and knowledge management technologies
and globalization have changed how firms in service industries formulate, implement, and sustain
competitive advantage. The authors underline this with results from a research project that contributes
to our understanding of the relationships between global knowledge management technology strate-
gies and competitive functionality from global IT. Based on field research this study found that global
knowledge management technology strategies have a positive impact on competitive advantage from
information technology applications functionality from global IT. This study provides recommendations
to international engineering, procurement, and construction industry executives regarding the impact
of knowledge management strategies and global information technology on competitive advantage of
firms in their industry.

In Chapter X raises issues concerning data, information, and knowledge sharing in organizations,
and in particular compares an organizational cultural analysis of why such sharing is often difficult to
achieve with an organizational political one. The issues raised are often insufficiently attended to by
practitioners who are attempting to build technological information and knowledge management sys-
tems. The driver for the chapter is that despite impressive advances in technology, and technology’s now
almost ubiquitous presence in organizations, as well as academic study over several decades, many of
the benefits originally expected concerning improved data, information, and knowledge sharing have
not materialized as expected. Basic reasons for this lie in the lack of attention to the cultural founda-
tions of organizations, and because matters relating to organizational power and political matters are
often misunderstood, overlooked, or ignored. These different perspectives are discussed and contrasted
in order to tease out the important differences between them and assess the prospects for a synthesis. It
is concluded that while there are important commonalities between the two perspectives, there are also
fundamental differences, notably regarding what are causes and what are effects and, therefore, how to
go about effecting change regarding data, information, and knowledge sharing.
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Finally for this section, we examine the trends that are evolving in terms of technologies that can
be used to enable knowledge management in multinational organizations. In Chapter XI we examine
the large number of tools available in the software industry to support different aspects of knowledge
management. Some comprehensive applications and vendors try to offer global solutions to KM needs;
other tools are highly specialized. In this chapter, state-of-the-art KM tools grouped by specific classi-
fication areas and functionalities are described. Trends and integration efforts are detailed with a focus
on identifying current and future software and market evolution.

LEARNING

In Section 111 we examine the concept of organizational learning in the multinational setting. Chapter
XII examines the important opportunities afforded by taking a more inclusive approach to the foreign
subsidiary host country workforce (HCW). The authors argue that past international management writ-
ing and practice, with its expatriate bias, has neglected consideration of this important resource. Not
only can the HCW help expatriate managers be more successful and have a better experience in the host
country, but it can contribute to and benefit from the corporate knowledge base, leading to more effec-
tive global knowledge management. The authors discuss means by which a multinational corporation
can effectively include the HCW in its knowledge management activities.

Chapter XIII deals with the concepts of standardization in the multinational setting. The chapter
presents a case of knowledge sharing between multinational companies. The companies cooperated to
develop a common best practice for the development of company standards through sharing their prac-
tices. The chapter describes how this best practice was developed and tested, and experiences in this
successful project may help other multinationals also profit from knowledge sharing.

One of the keys for overcoming these difficulties is to manage knowledge-based resources ap-
propriately. However, in order to be able to manage these resources, the multinationals need to know,
with complete transparency, just what these resources are, and this is achieved by quantifying them.
The quantification of knowledge-based resources and the preparation of intellectual capital statements
represent two strategic challenges for the multinational organization. In Chapter X1V we discuss the
approaches to quantify such knowledge, given the complexity of the multinational setting and then the
presentation of quantified knowledge through the use of intellectual capital statements. This chapter has
two basic aims. First, it analyzes the complex dynamics of knowledge flow transfers in multinational
firms. Second it addresses the measuring and reporting of knowledge-based resources in multinational
organizations.

As innovation and technology management grow in complexity, the need for inter-organizational
cooperation increases. Part of this cooperation requires the understanding of how knowledge management
and learning processes may function to support a successful research and development collaboration in
multinational organizations. To further this understanding, Chapter XV introduces a typology to help
categorize various collaborative efforts within a research joint venture environment. The typology is
based on two dimensions—the locus of the research joint venture knowledge and the knowledge manage-
ment approach. This matrix leads us to deduce that different research joint venture (RJV) strategies can
emerge as a result of these two dimensions. Finally, an evaluation of this relationship is completed using
information and practices from data acquired from a broad-based study of European-based RJVs.

Chapter XV1 aims to provide a complete characterization of the different perspectives of customer
relationship management (CRM) and its potentialities to support knowledge management practices in a
multinational context. It describes the strategic and technological dimensions of CRM and how its adop-
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tion supports the development of a learning and customer-focused organization, with special emphasis
on multinational corporations. CRM strategic approach entails the adoption of customer-focused initia-
tives and the development of learning relationships with customers. On the other hand, its technological
dimension integrates a variety of different information and communication technologies, which makes
a powerful system for improving the process of knowledge acquisition. This way, different subsidiaries
of a multinational corporation can develop their learning capability so that they can better identify local
market demands. As a result, the corporation is able to more accurately create a global knowledge stock
about its different markets in different regions of the world.

In Chapter XVII we use organizational learning as a lens to study how firms implement the enterprise
system (ES). In approaching this topic the authors discuss the critical organizational factors affecting
organizational learning in ES implementation, and how these elements shape the learning process and
thereby influence ES implementation outcomes. In approaching this, the authors conducted a comparative
case study with two organizations that recently adopted ES and achieved significantly different results.
Based on the empirical findings, we propose a framework that describes how organizational factors affect
the four constructs of organizational learning in ES implementation context—knowledge acquisition,
information distribution, information interpretation, and organizational memory.

LEADERSHIP

In the final section of the book, we examine the role of leadership in the development, utilization, and
management of knowledge in the multinational setting. Central to this aspect is the understanding that
without appropriate leadership knowledge, management initiatives are destined to fail to meet expecta-
tions. Given the complexities of the multinational setting, the need for strong leadership is even more
essential than in the context of a single market system.

The discussion in Chapter XV 111 begins with an analysis of several knowledge management strategies
in high-technology industries (computer, telecommunications, and pharmacy). In these cases diversity
encourages implementation of knowledge management tools. The precision of these tools indicates the
firm’s competence in managing and diffusing knowledge. An important conclusion that can be drawn
is that several factors (redundancy, diversity, discussion, and duration) can reinforce these competences
and, in fact, network mechanisms in organization.

Chapter IXX focuses ontwo distinct challenges for leaders inthe multinational organization: outsourc-
ing and virtual teams. Both of these have become feasible because of technological advances and have
features that have an impact on how organizations manage knowledge and consequently have strategic
significance. In addressing these two challenges, we examine how they impact the way organizations run
their business operations and how they impact the leader’s role. Both these distinct features—outsourc-
ing and virtual teams—have one thing in common: the explicit and tacit knowledge of the organization
is no longer confined within the organization.

In the 21* century, the move towards customer-oriented, team-based organizational structures is be-
coming more pronounced in the marketplace. Chapter XX examines the practice of managing knowledge
workers within the business environment of a matrix-organized multinational organization, using oil and
gas contractor Production Services Network (PSN) for illustration. We look at the influence of business
needs and human, organizational culture and strategic factors on KM; the importance of communicating
business drivers; adverse demographics; and outline some future trends that managers and KM staff
in multinational matrix organizations should be preparing for. It is hoped that discussing examples of
KM in practice, within the context of globalization, demographic changes, and rapid developments in
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technology, markets, and business relationships, will ground some familiar theory in some new and
evolving territory, providing interest to both academics and practitioners.

In ChapterXXI we look at knowledge management practices in the context of the international set-
ting. In particular we examine knowledge management practices in Israel, Singapore, The Netherlands,
and the United States. A distinguishing feature of the successful post-Network Age enterprise is its in-
trinsic entrepreneurial character that manifests itself in key organizational knowledge practices relating
to organizational culture, processes, content, and infrastructure. This chapter reports on the outcome
of field research in which entrepreneurial firms in four geographic regions were analyzed with the help
of a diagnostic research tool specifically developed for profiling organizational knowledge-based prac-
tices. The diagnostic tool was applied in firms located in the United States, Singapore, The Netherlands,
and Israel. Key practices that were found to be common to leading-edge firms in all regions included:
a propensity for experimentation, collective knowledge sharing, and collective decision making. The
chapter describes the research in terms of a cross-cultural comparison of the four regions, derives key
determinants of competitiveness, and profiles regional characteristics that enhance innovation and en-
trepreneurship.

Finally in Chapter XXII we look at establishing a global customer relationship management strategy.
To date, what little research has been conducted in the area of CRM strategy development has been
confined to a single country (the United States). Global CRM strategy development issues have yet
to be specifically addressed, particularly which elements of CRM strategy should be centralized/de-
centralized. This study examines the complexities of global CRM strategy using the case of a leading
financial services company. Interviews were conducted in 20 countries. Global head office and external
IT consultant perspectives are also considered. Our findings confirm that a hybrid approach has wide
practical appeal and that subsidiary orientation towards centralization/decentralization is moderated by
firm/market size and sophistication.

CONCLUSION

In conclusion, it must be said that many books and articles could and will be written on the four major
elements of knowledge management outlined in this book. Knowledge management is, for many orga-
nizations, still in the process of development; and the true capabilities of KM, especially in the context
of multinationals and in the global economy, may be a source of great competitive advantage. As such
this book is designed to enlighten the reader to these capabilities and demonstrate that not only is KM
desirable in the multinational setting, it is all but required.
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ABSTRACT

This chapter introduces human resource management (HRM) practices that help multinational companies
(MNCs) overcome knowledge transfer barriers (knowledge-driven HRM practices). It argues that MNCs
can institute various HRM practices that impact knowledge transfer barriers associated with behavior
of knowledge senders and receivers. HRM practices relevant for absorptive capacity of subsidiary em-
ployees form two groups—cognitive (job analysis, recruitment, selection, international rotation, career
management, training, and performance appraisal) and stimulative (promotion, performance-based
compensation, internal transfer, orientation programs, job design, and flexible working practices). The
application of cognitive HRM practices enhances the ability of knowledge receivers to absorb trans-
ferred knowledge, while the use of stimulative HRM practices increases their motivation. Temporary
and permanent types of international assignments respectively influence the ability and motivation of
expatriate managers to share their knowledge.

INTRODUCTION in this line of research is that MNCs can develop
knowledge in one location and then exploit it in
other locations, requiring an internal transfer of

knowledge. It should not be assumed that internal

Previous research has found that the competitive
advantage that multinational corporations (MNCs)

enjoy over national firms is contingent upon the
MNCs’ ability to exploit knowledge internally
across organizational units. A common theme

knowledge transfer is ever unproblematic. The
transferimpediments that have attracted research-
ers’ attention to date are: the characteristics of the
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transferred knowledge (Zander & Kogut, 1995;
Szulanski, 1996; Simonin, 1999a, 1999b), knowl-
edge sources (Foss & Pedersen, 2002), absorptive
capacity (Szulanski, 1996; Lyles & Salk, 1996;
Lane & Lubatkin, 1998; Gupta & Govindarajan,
2000; Lane, Salk, & Lyles, 2001; Minbaeva,
Pedersen, Bjorkman, Fey, & Park, 2003), and the
organizational context in which the transfer takes
place (Szulanski, 1996; Simonin, 1999a, 1999b;
Bresman, Birkinshaw, & Nobel, 1999; Gupta &
Govindarajan, 2000). Taken together, the find-
ings suggest several generalizations about what
is known regarding the process of knowledge
transfer and its determinants. However, there are
several areasthat have been bypassed which there-
fore create shortcomings in our understanding
of the knowledge transfer process. For example,
until recently, transfer of knowledge has been
rarely taken to be endogenous to organizational
processes and arrangements (Foss & Pedersen,
2002). Despite an increasing interest in the sub-
ject, it is surprising how little empirical research
has actually been conducted on the topic. In the
conclusions of the few studies that included orga-
nizational practices (e.g., Lane & Lubatkin, 1998;
Gupta & Govindarajan, 2000), we often find calls
for further research on “the learning capacities
of organizational units,” “more explicit descrip-
tion of the motivation and cooperative choices of
the organizational individuals,” “organizational
mechanismsto facilitate knowledge acquisition,”
andsoforth. Thisstudy hasundertaken the task of
addressing these calls by considering the follow-
ing question: Whathuman resource management
(HRM) practices could MNCsemploy to enhance
knowledge transfer from the headquarters to the
overseassubsidiariesand inwhich combination?
In particular, the chapter suggests that MNCs
can institute various organizational policies and
practicesto overcometransfer barriersassociated
with knowledge transfer determinants, thereby
facilitating internal knowledge transfer. It dif-
fers from the existing limited work on HRM and
knowledge transfer by introducing a wider range

of HRM practices and considering them as a set
of interrelated activities.

To clearly present the assumed relationships
between HRM practices and knowledge transfer,
I start by reviewing the findings of HRM-per-
formance research to identify HRM practices
that help organizations overcome knowledge
transfer barriers. Once the question of what
HRM practices are important is addressed, the
next step is to determine in which combination
HRM practices matter to knowledge transfer.
Rather than using statistical techniques to group
HRM practices such as factor and cluster analy-
sis, it was recommended to try to theoretically
identify groups of HRM practices (Guest, 1997;
Delery, 1998). In this regard, literature points to
the possibility of expanding the framework link-
ing HRM practices and organizational outcomes
by introducing mediating variables—that is,
determinants of knowledge transfer (Minbaeva,
2007). Two determinants related to the behavior
ofindividuals were identified in the MNC knowl-
edge transfer literature—absorptive capacity of
knowledge receivers (ability and motivation to
absorb knowledge) and disseminative capacity
of knowledge senders (ability and motivation to
disseminate knowledge). These are considered
as mediating variables in the relation between
HRM practices and knowledge transfer, both of
which in turn enhance the degree of knowledge
transfer to the focal subsidiary.

The first set of hypotheses on the link between
HRM practices and knowledge transfer exam-
ines the relationships between HRM practices
and absorptive capacity of knowledge receivers
(subsidiary employees). The use of cognitive HRM
practices (job analysis, recruitment, selection,
international rotation, career management, train-
ing, and performance appraisal) is expected to be
positively related to the receivers’ ability to absorb
knowledge, while the employment of stimulative
HRM practices (promotion, performance-based
compensation, internal transfer, orientation pro-
grams, job design, and flexible working practices)
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is expected to enhance the receivers’ motivation
to absorb knowledge.

The study further investigates how four types
of expatriate assignments influence the knowl-
edge-sharing behavior of expatriates in terms
of their ability and motivation. It was expected
that long-term assignments affect an expatriate’s
motivation. On the other hand, temporary as-
sighments (short-termassignments, international
commuters, and frequent flyers) positively influ-
ence the expatriate’s ability to transfer knowledge
across the MNC.

The hypotheses were tested using a data set
of 92 subsidiaries of Danish MNCs located in 11
countries.

BACKGROUND

HRM is a highly diverse and often controversial
field. In this study, HRM is defined as a process
of “developing, applying and evaluating policies,
procedures, methods and programs relating to
the individual in the organization” (Miner &
Crane, 1995, p. 5). HRM is a highly dynamic
process where environmental forces continually
impinge on all policies, procedures, methods,
and programs, thereby forcing HRM to adapt.
HRM practices can vary across organizations
(e.g., Pfeffer & Cohen, 1984) and countries (e.g.,
Brewster, 1993).

Researchers working inthe field of HR M called
for the transformation of the HRM system more
than a decade ago, at which time they identified
support to the process of organizational learn-
ing as the key strategic task facing the HRM
function in many MNCs today (Pucik, 1988).
Lado and Wilson (1994) suggested that HRM
practices “can contribute to sustained competitive
advantage through facilitating the development
of competencies that are firm specific, produce
complexsocial relationships...and generate orga-
nizational knowledge” (Lado & Wilson, 1994, p.
699). However, few studies have recognized that

the traditional prescriptions of high-performance
HRM practices' do not fit the emerging knowl-
edge-related goals of organizations. For example,
Keegan and Turner (2002) argued that formal
planning and job analysis procedures were not
used by knowledge-intensive firms since they were
engaged in uncertain, ambiguous tasks and dealt
with highly turbulent and expertise-demanding
environments. They, together with later research-
ers, argued for a new HRM task—to be centered
around the process of learning and enhance the
capacity of organizational members to contribute
to knowledge-related organizational goals.

To identify which HRM practices could
be employed to help organizations to achieve
knowledge-related outcomes, a brief review of
representative case-based and existing empirical
studies undertaken by scholars from different
research fields (international HRM, innovation,
strategy, international business, etc.) on the link
between HRM practices and various knowledge-
related outcomes is necessary. My purpose is to
determine what HRM practices organizations
could employ to enhance knowledge-related
outcomes, otherwise referred to as knowledge-
driven HRM practices.

Using an illustrative case study, Gupta and
Singhal (1993, pp. 41-42) investigated how
companies manage human resources to foster
innovation and creativity. They conceptualized
HRM practices along four dimensions:

. Human resource planning, whichincludes
creating venture teams with a balanced
skill-mix, recruiting the right people, and
voluntary team assignment. This strategy
analyzesand determines personnel needsin
order to create effective innovation teams.

. Performance appraisal, which includes
encouraging risk taking, demanding inno-
vation, generating or adopting new tasks,
peer evaluation, frequent evaluations, and
auditing innovation processes. Thisstrategy
appraises individual and team performance
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so that there is a link between individual
innovativeness and company profitability.
Which tasks should be appraised and who
should assess employees’ performance are
also taken into account.

. Reward systems, which includes freedom
to do research, freedom to fail, freedom to
form teams, freedom to run businesses, bal-
ancing pay and pride, noticeable pay raises,
dual career tracks, promoting from within,
recognition rewards, and balancing team
and individual rewards. This strategy uses
rewards to motivate personnel to achieve
an organization’s goals of productivity, in-
novation, and profitability.

. Career management, which includes em-
powering people, leading by example, and
continued education. This strategy matches
employees’ long-term career goals with
organizational goals through continuing
education and training.

Recently, international business researchers
have identified the role of HRM practices in the
organizational learning as one subject of inquiry.
For instance, Lane and Lubatkin (1998) looked
at the similarities and differences between the
student and teacher firms in their study on rela-
tive absorptive capacity and interorganizational
learning. Among other factors, researchers con-
sidered compensation practices and found that a
firm’s ability to learn from another firm depends
on the relative similarities of compensation
policies in the student and teacher firms. Lyles
and Salk (1996) and Lane et al. (2001) reported
training programs to be an important knowledge
acquisition mechanism. They claimed that when
properly organized, the training programs are
also important vehicles for establishing contacts
between local and parent companies’ employees,
and thus promote collaboration and knowledge
exchange. In Minbaeva et al. (2003) an effort
was made to diverge from the previous work on
knowledge transfer within MNCs by integrating

this stream more closely with the HRM-perfor-
mance literature. Theresults of the study indicated
that investments in the development of absorp-
tive capacity of knowledge receivers through the
extensive use of training, performance appraisal,
performance-based compensation, and internal
communication contribute to MNCs’ knowledge
transfer.

Similar discussions have been undertaken in
theinnovation literature. Laursen and Foss (2003)
investigated the link between HRM practicesand
innovation performance, and argued that HRM
practices are “most conducive to innovation
performance when adopted, not in isolation, but
as a system of mutually reinforcing practices”
(p. 249). Researchers tested the hypotheses on
a large dataset of 1,900 privately owned Danish
firms in both manufacturing and non-manufac-
turing industries. Applying principal component
analysis, they identified two HRM systems that
influence innovation performance. The first one
consists of HRM practices, which matter for the
ability to innovate. They are interdisciplinary
workgroups, quality circles, systems for col-
lection of employees’ proposals, planned job
rotation, delegation of responsibility, integration
of functions, and performance-related pay. The
second system is dominated by firm-internal and
firm-external training. The overall conclusion
is that “while the adoption of individual HRM
practices may be expected to influence innovation
performance positively, the adoption of a pack-
age of complementary HRM practices could be
expected to affect innovation performance much
more strongly” (Laursen & Foss, 2003, p. 257).

In international HRM studies, it was found
that the employment of formal HRM practices
hinders flexibility, while employment ofnew HRM
practices aimed at promoting flexibility facilitate
organizational learningand innovation (Brewster et
al., 2001). The use of afull range of flexible working
arrangements may lead to the better innovation
performance in organizations since:
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. Flexible employees are more adaptive to
new or unfamiliar experiences.

. Flexibility, with its emphasis on the efficient
deployment of labor, increases multi-skills
and cross-functional knowledge of employ-
ees, granting individuals the freedom to
innovate.

. Flexibility can be seen as a way of gaining
the commitment of the workforce.

. Flexible organizationsare more successfulin
building asupportive learning environment,
which helps to create continuous learning
opportunities.

Tsang (1999) evaluated the HRM practices
adopted by 12 Singapore MNCs operating in
China, taking the view of the knowledge-based
and learning perspectives. He focused on the
role of expatriates in replicating organizational
routines in a foreign subsidiary, and concluded
that effective expatriation (including selection
of expatriates, pre-assignment training, rotation,
and their learning experience) in combination
with inter-operation communicationand training
help in achieving knowledge diffusion within
MNCs. This conclusion was later supported and
further developed by other researchers focusing
on expatriation, including Downes and Thomas
(2000) and Bonache and Brewster (2001).

Downes and Thomas (2000) studied expatria-
tion in the different stages of MNCs’ international
experience. It was found that “in the early stages
of the subsidiary establishment, the expatriate
acts as a vehicle for facilitating the transfer of
SOP (standard operating procedures), technical
and managerial expertise, corporate philosophy,
and overall ‘best practices’™ (p. 137). As sys-
tems and practices of HQ are imparted, the role
of expatriates may temporarily be diminished.
Later, the expatriation practice picks up again
as subsidiaries’ ages increase. “It is likely that
a renewed practice of expatriation is either the
result of technological advancements and/or
product and service innovations, which may

render previous knowledge obsolete and perhaps
dictate updates in subsidiary learning” (Downes
& Thomas, 2000, p. 146).

Bonache and Brewster (2001) put forward
propositions regarding the significant impact of
knowledge characteristics on expatriation poli-
cies. They proposed that if knowledge has a tacit
nature, the organization must assign expatriate
employees to the foreign operation; if knowledge
to be transferred among MNC units is specific,
the recruitment source of expatriates will be the
organization itself; if knowledge to be transferred
among MNC units is complex, the duration of the
assignment will be longer.

In summary, the literature indicates that there
are certain knowledge-driven HRM practices,
the extensive use of which enhances knowledge-
related outcomes. They are job analysis, job de-
sign, recruitment, selection, career management,
promotion fromwithin, expatriation, international
rotation, training, orientation programs, lateral
transfer, performance appraisal, performance-
based compensation, and flexible working prac-
tices.

The interest of the knowledge managementand
organizational learning researchers in these HRM
practices is extremely divergent. Not all practices
receive equal attention. To illustrate this point, a
review of articleswithempirical evidence published
in management and personnel-related journals
was carried out on the ABI/Inform database. The
search was conducted comparing the defined HRM
practicesand cross-searching with subjects “knowl-
edge,” “learning organizations,” and “knowledge
management.” The results are presented in Figure
1,showingthattraining, expatriation, and selection
arethethree HRM practices thatattracted the most
attention in terms of their impact on knowledge-
related outcomes. However, there are a number of
other HRM practices thatan MNC couldemploy to
enhance knowledge-related outcomes. Therefore,
more empirical investigationsare needed toaddress
other knowledge-driven HR M practices identified
in the theoretical literature.
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Figure 1. HRM practices in studies on knowledge, innovation, and learning
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12.22%
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Expatriation 20.26%
Training 30.23%

The nextstepisto determine inwhich combina-
tion HRM practices matter to knowledge transfer.
As mentioned earlier, the literature recommends
theoretically identifying groups of HRM prac-
tices by looking at mediating variables. In this
study two behavioral determinants of knowledge
transfer are chosen as mediating variables in the
relation between HRM practices and knowl-
edge transfer. These are absorptive capacity of
knowledge receivers (ability and motivation to
absorb knowledge) and disseminative capacity
of knowledge senders (ability and motivation to
transfer knowledge) (see Textbox 1). The next
sectioninvestigates how HRM practices influence
the behavior of knowledge receiverswhichinturn
enhances the degree of knowledge transfer to the
focal subsidiary.

HRM PRACTICES AND

KNOWLEDGE RECEIVERS’
ABILITY AND MOTIVATION
TO ABSORB KNOWLEDGE

Taking the above recommendation into consid-
eration, the following sections argue theoreti-
cally for the choice of HRM practices affecting
absorptive capacity of knowledge receivers. As
indicated in Textbox 1, absorptive capacity has
two elements: prior knowledge and intensity of
effort (Cohen & Levinthal, 1990; Kim, 2001).
“Prior knowledge base refers to existing indi-
vidual units of knowledge available within the
organization” (Kim, 2001, p. 271). Thus, the
employees’ ability, their educational backgrounds,
and their job-related skills might represent the
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Textbox 1. Behavioral determinants of knowledge transfer

Szulanski (1996, 2000, 2003) defines knowledge transfer as a process of dyadic exchanges of knowledge between the sender and the
receiver, where the effectiveness of transfer depends to some extent on the disposition and ability of the source and recipient, on the
strength of the tie between them, and on the characteristics of the object that is being created (Szulanski, 2003). Given the definition,
Szulanski suggests the signaling metaphor as an approach of how to classify the determinants of knowledge transfer. “This metaphor
specifies the basic elements of a transfer: source, channel, message, recipient and context” (Szulanski, 2000, p. 11). There are barriers
associated with the each of the named elements. They are the characteristics of knowledge, characteristics of knowledge receivers,
characteristics of knowledge senders, and characteristics of the relationships between the senders and receivers (Minbaeva, 2007). Two
of the named variables are behavioral. They are:

1

Characteristics of Knowledge Receivers: An implicit consensus exists about the importance of knowledge receiver behavior
with respect to the absorption of transferred knowledge exists. The inability of knowledge receivers to absorb new knowledge
(low absorptive capacity) is one of the most often cited impediments to internal knowledge transfer (e.g., Cohen & Levinthal,
1990; Lyles & Salk, 1996; Szulanski, 1996; Lane & Lubatkin, 1998; Gupta & Govindarajan, 2000; Lane et al., 2001). Following
Cohen and Levinthal (1990) and Kim (2001), this study defines absorptive capacity as having two elements: prior knowledge and
intensity of effort. Prior knowledge includes basic skills, a shared language, relevant prior experience, and up-to-date informa-
tion on knowledge domains (Cohen & Levinthal, 1990; Szulanski, 1996, 2003). The term refers to the existing individual units
of knowledge available within the organization (Kim, 2001). Employees need to have combinations of skills that enable them to
find, acquire, manage, share, and apply knowledge that the organization needs.

The second element of absorptive capacity, as proposed by Kim (2001), is the intensity of effort. Employees’ intensity of effort
is well researched in cognitive process theories, such as the expectancy theory of work motivation (Vroom, 1964). Overall, mo-
tivated employees want to contribute to organizational performance. Even though the organization may consist of individuals
with significant abilities to learn, the organization’s ability to utilize the absorbed knowledge will be low if employee motivation
is low or absent (Baldwin, Magjuka, Loher, 1991).

Characteristics of Knowledge Senders: Minbaeva and Michailova (2004) term the behavior of knowledge senders as “dis-
seminative capacity.” They argue that ability and willingness of organizational actors to share their knowledge are crucial to
the success of knowledge transfer. Valuable knowledge is often tacit in nature. Transferring tacit knowledge requires teaching
(Winter, 1987). Moreover, knowledge sharing is marked by different interpretations of the same idea, false starts, and disrup-
tions (Zellmer-Bruhn, 2003). Therefore, knowledge senders should have well-developed abilities to articulate and communicate
knowledge. These abilities could be acquired through education, training, observation, and involvement. On the other hand,
knowledge senders may be capable but unwilling to share knowledge for the reasons outlined by Husted and Michailova (2002).
The greater an individual’s influence on the work carried out—how it is done and by whom—the greater the sense of responsibil-
ity the individual tends to feel for these decisions and the greater commitment knowledge senders exhibit.

“prior related knowledge” that the organization
needs to assimilate and use (Cohen & Levinthal,
1990). The subsidiary employees’ ability to ab-
sorb knowledge is related to such factors as prior
achievement, initial skills level, and aptitudes.
HRM practices that influence employees’ ability
have beenafocus of research on high-performance
HRM practices for some time. The overall con-
clusion of those studies is much the same: HRM
practices “enhance employees’ knowledge, skills,
and abilities and thereafter provide a mechanism
throughwhichemployees can use those attributes
in performing their role” (Huselid, 1995, p. 645).
Thus, organizations interested in achieving bet-
ter individual ability should employ those HRM
practices that aim at acquiring, developing, and

retaining human capital, hereafter referred as
cognitive HRM practices.

Even highly skilled employees will not per-
form effectively if they are not motivated to do
so (Huselid, 1995). Indeed, few would question
that “if individuals possess the prerequisite abil-
ity to learn...performance will likely be poor if
motivation is low or absent” (Baldwinetal., 1991,
p. 52). In this context, there are HRM practices
that recognize and reinforce employee behavior
by providing incentives that elicit the appropriate
behavior. Hereafter, these practices are referred
to as stimulative? HRM practice.

The hypotheses on the effect of cognitive and
stimulative HRM practices are developed below
(Hypotheses 1 and 2 respectively).
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Cognitive HRM Practices

The findings of studies on the impact of cognitive
HRM practicesonability are not consistent. More-
over, the majority of the studies did not examine
relationships between cognitive HRM practices
and employee ability. Instead, they used employee
ability as a criterion for collapsing practices in
a composite index. Table 1 presents the findings
of high-performance HRM practice research
on the cognitive HRM practices. The review is

supplemented by findings from recent studies on
HRM and knowledge-related outcomes.

Seven out of 14 knowledge-driven HRM
practices were often identified as being related to
employee ability. These are: job analysis, recruit-
ment, selection, international rotation, career
management, training, and performance ap-
praisal. Specifically, an analysis of the competen-
cies needed for different positions, together with
an analysis of the firm’s current pool of employee
competencies, helps the organization specify the

Table 1. Cognitive HRM practices

quality-related tasks. Recruitment and hiring. Training of
new employees. Training of experienced employees.

Author(s) HRM Practices Findings (influence on ability)
MacDuffie Workteams. Problem-solving groups. Employeesuggestion | The direct impact of HRM practices on employees’ abil-
(1995) made and implemented. Job rotation. Decentralization of | ity was not tested. Some of the HRM practices related to

skills’knowledge were linked as well to motivation/com-
mitment: work teams, problem-solving groups, employee
suggestionmadeand implemented, recruitmentand hiring,
training of new employees, and training of experienced
employees.

Huselid (1995)

A formal job analysis. A formal information-sharing pro-
gram. Recruitmentfromwithin. Attitude survey. Quality of
work life program, quality circles, and labor-management
teams. Incentive plans, profit-sharing plans, and gain-shar-
ing plans. Training. A formal grievance procedure and
complaint resolution system. Enhanced selectivity.

Thelistof HRM practicesemerged fromthe factor analysis
of 13 items from the domain of High Performance Work
Practices identified by the U.S. Department of Labor. The
direct impact of HRM practices on employees’ ability
was not tested. Instead, the HRM practices were col-
lapsed to get a composite index for an “employee skills
and organizational structures” variable (Cronbach’s alpha
0.67). The variable was later used to define its impact on
organizational performance (turnover, productivity, and
corporate financial performance).

Youndt et al.
(1996)

Selective staffing. Selection fortechnical and problem-solv-
ingskills. Developmental and behavior-based performance
appraisal. External equity. Group incentives. Skill-based
pay. Salaried compensation.

The direct impact of HRM practices on employees’ abil-
ity was not tested. The practices were collapsed into the
index for the human-capital-enhancing HR system with
a Cronbach’s alpha of 0.68.

Delaney and
Huselid (1996)

Staffing selectivity: number of applications for CORE,
GSS, and managerial openings (Cronbach’s alpha 0.66).
Training effectiveness: formal job training, number of
employees participating in training, training effectiveness
(Cronbach’s alpha 0.88).

The direct impact of HRM practices on employees’
ability was not tested. There was suggestive evidence
for complementarity between training effectives and
staffing selectivity.

Guest, 1997

Selection. Socialization. Trainingand development. Quality
improvement programs.

The practices are conceptually defined. Instead of using
the term “performance,” itismore sensible to use the word
“outcomes.” HRM practices should be designed to lead to
HRM outcomes of high-performance employee commit-
ment, high-quality staff, and highly flexible staff.

Minbaeva et al.
(2003)

Training: the number of days of formal training managerial
and non-managerial employees (Cronbach’s alpha 0.83).
Competence/performance appraisal: the proportion of the
workforce that regularly receives a formal evaluation of
their performance, the proportion of jobs where a formal
job analysis has been conducted, the proportion of new
jobs for which a formal analysis of the desired personal
skills/competencies/characteristics is carried out prior to
making a selection decision (Cronbach’s alpha 0.66).

Training has a significant relationship with employees’
ability (p<0.01). The effect of performance appraisal on
employees’ ability is marginally significant (p<0.10).
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desired skills and knowledge. Recruitment and
selection procedures aim to bring people with the
previously identified skills and knowledge into
vacant positions. Training, when organized as a
systematic process, helps organizational individu-
als master their skills and influences their develop-
ment. There isextensive evidence that investment
in employee training enhances the human capital
of the organization, which later results in a posi-
tive relationship between employee training and
organizational performance (see also Delaney &
Huselid, 1996). In MNCs, international rotation
helps to best allocate the individual employee’s
need for growth and development. Performance
appraisal (or performance management) systems
provide employees with feedback on their per-
formance and competencies, and give directions
for enhancing their competencies to meet the
needs of the organization. An integrated part
of most performance appraisal systems is the
establishment of objectives and targets for career
management, self-development, and training of
employees. Thus:

Hypothesis 1. The more the subsidiary employs
cognitive HRM practices, the higher the subsidiary
employees’ ability to absorb knowledge.

Stimulative HRM Practices

In the research on high-performance HRM prac-
tices, close attention was paid to HRM practices
influencing employee behavior (see Table 2). For
example, Huselid (1995) defined stimulative HRM
practices as those that “affect employee motiva-
tion by encouraging them to work both harder
and smarter” (p. 637). Among these stimulative
practices are formal performance appraisal,
performance-based criteria for compensation,
internal promotion systems based on merit, and

the average number of qualified applicants per
position. Organizational practices influencing
employees’ motivation to share knowledge have
also been analyzed in some studies on HRM and
knowledge. Forexample, Hislop (2002) suggested
that HRM practices could be used to shape the
willingness of employees to share their knowledge
through their impact on organizational commit-
ment. Among the HRM practices that make such
an impact, Hislop (2002) named job design, per-
formance appraisal, reward system, job security
and career opportunity, among others. Minbaeva
et al. (2003) suggested that HRM practices such
as merit-based promotionand performance-based
compensation may influence the motivation of
knowledge receivers by providing incentives that
elicit appropriate behaviors.

Thereviewed studiesare more or lessinagree-
ment regarding which HRM practices influence
employees’ willingness to perform (see Table 2).
Among these are performance-based compensa-
tionandthe use of internal promotion systemsthat
focus on employee merit and help employees to
overcome invisible barrierstotheir career growth
(Arthur, 1994; Huselid, 1995; MacDuffie, 1995;
Delery & Doty, 1996). Internal transfer, aiming
at allocating and retaining the best people with
their knowledge andskills, allows an organization
to sustain and accumulate its human capital pool.
Orientation programs are designed to help new
people adjust quicker to the new environmentand
become a part of the “big picture.” Flexible work-
ing practices and job design can be beneficial for
such employees, allowing them to balance their
work and other aspects of their lives. Thus:

Hypothesis 2. The more the subsidiary employs
stimulative HRM practices, the higher the sub-
sidiary employees’ motivation to absorb knowl-
edge.
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Table 2. Stimulative HRM practices

Author(s)

HRM Practices

Findings (influence on motivation)

Arthur (1992)

Broadly defined jobs. Employee participation.
Formal dispute resolution. Information sharing.
Highly skilled workers. Self-managed teams.
Extensiveskillstraining. Extensive benefits. High
wages. Salaried workers. Stock ownership.

Commitment HRM practices were characterized by higher levels of
employee involvementin managerial decisions, formal participation
programs, training in group problem solving, socializing activities,
and by a higher percentage of maintenance, or skilled, employees
and average wage rates.

MacDuffie
(1995)

Work teams. Problem-solving groups. Employee
suggestion made and implemented. Recruitment
and hiring. Contingentcompensation. Status dif-
ferentiation. Training of new employees. Training
of experienced employees.

The direct impact of HRM practices on employees’ motivation
was not tested. Some HRM practices related to skills’lknowledge
were linked as well to motivation/commitment: work teams, prob-
lem-solving groups, employee suggestion made and implemented,
recruitment and hiring, training of new employees, training of
experienced employees.

Huselid (1995)

Performance-based compensation. Formal
performance appraisal. Merit-based promotion,
seniority-based promotion (reverse coded). Num-
ber of qualified applicants per position.

The list of HRM practices emerged from the factor analysis of 13
items from the domain of High Performance Work Practices identi-
fied by the U.S. Department of Labor. The direct impact of HRM
practices onemployees’ motivation was not tested. Instead, the HRM
practices were collapsed to get a composite index for an “employee
motivation” variable (Cronbach’s alpha 0.66). The variable was later
used to define its impact on organizational performance (turnover,
productivity, and financial performance).

Delaney and
Huselid (1996)

Incentive compensation: performance-re-
lated earnings of managers and administrators,
CORESs, and GSS (Cronbach’s alpha 0.83).
Grievance procedure: formal procedures for
resolving disputes.

The direct impact of HRM practices on employees’ motivation was
not tested. Complementarity among HRM practices influencing
employees’ motivation was not observed.

Guest, 1997

Single status. Job security. Internal promotion.
Individualized reward systems.

The practices are conceptually defined. Instead of using the term
“performance,” it is more sensible to use the word “outcomes.”
HRM practices should be designed to lead to HRM outcomes of
high-performance employee commitment, high-quality staff, and
highly flexible staff.

Hislop (2002)

Fair decision making. Appraisal and reward
system. Job design. Type of organizational cul-
ture. Job security. Internal promotion and career
opportunities.

Themotivation of employeestoshare their knowledge may be shaped
by their level of organizational commitment. The list of HRM prac-
tices influencing commitment is conceptually defined.

Minbaeva et al.
(2003)

Merit-based promotion: the opportunity to be
promoted to positions of greater pay and/or re-
sponsibility withinthe subsidiary, theimportance
on merit for promotion decisions, the extent to
whichupper-level vacancies arefilled from within
(Cronbach’s alpha 0.63). Performance-based
compensation: the proportion of employees
who have the opportunity to earn individual,
group, or company-wide bonuses, whether the
company uses performance-based compensa-
tion and whether the compensation systems are
closely connected to the financial results of the
subsidiary (Cronbach’s alpha 0.61).

Performance-based compensation is a highly significant (p<0.001)
determinant of employee motivation.

10
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HRM PRACTICES AND
KNOWLEDGE SENDERS’ ABILITY
AND MOTIVATION TO TRANSFER
KNOWLEDGE

In Textbox 1, the ability and motivation of knowl-
edge senders to transfer knowledge were identified
as important determinants of MNC knowledge
transfer. In addition to job-related competencies,
knowledge senders should have the ability to ar-
ticulate and communicate knowledge, stimulate
the learning environment, and motivate receivers
to assimilate and utilize knowledge. At the same
time, the senders’ willingness to share knowledge
is associated with commitment and involvement
in the day-to-day life of the organizational unit.

One of the knowledge-driven HRM practices
identified earlier and related to the behavior of
knowledge senders was expatriation. In this sec-
tion, therefore, hypotheses on how differenttypes
of expatriation assignment relate to expatriates’
knowledge-sharing behavior in terms of their
ability and willingness to share knowledge are
presented and tested.

Expatriates as Vehicles for
Knowledge Dissemination

Traditionally, expatriation has been associated
with the ethnocentric approach and indicated
the practice of using parent-country nationals for
staffing key positions in overseas subsidiaries. The
primary goal of expatriation has been control and
coordination: by reallocating expatriates, parent
organizations have been able to exert control and
achieve global integration across subsidiaries
(Edstrom & Galbraith, 1977).

The goals of expatriate assignment have been
changing gradually (Evans, Pucik, & Barsoux,
2002). Nowadays, the old motto of expatriation—
“justgetthe job done”—isno longer relevant. The

role of expatriates as vehicles for disseminating
knowledge across MNCs’ units has become anew
area of inquiry for international HRM literature
(Tsang, 1999; Downes & Thomas, 2000; Delios
& Bjorkman, 2000; Bonache & Brewster, 2001).
Expatriates are expected to be engaged in local
staff developmentand supportskills transfer from
HQ. Someresearchersargued that the knowledge-
related function of expatriates is complementary
to the traditional function of coordination and
control. For example, Delios and Bjorkman
(2000) noted that under the control and coordi-
nation function, “the expatriate works to align
the operations of the unit with that of the parent
organization” (p. 279), while the complementary
knowledge function requires the expatriate to
transfer the parent company’s knowledge to the
foreign subsidiary under conditions “in which
the parent has greater proprietary knowledge” (p.
281). Research revealed a list of possible strategic
targets for expatriates in the area of knowledge
transfer: to develop top talent and future leaders
of the company; to improve the trust/commitment
of the subsidiary; totrain host-national employees
in order to improve individual skills; to improve
team skills; to implement knowledge practices;
to develop, share, and transfer best practices; and
to develop an international leadership (Bonache
& Fernandez, 1999; Harris, Brewster, & Spar-
row, 2003).

Changes in the expatriate profile and in-
creasing awareness of relocation challenges for
international managers and their families led
organizations to experiment with alternative
forms of expatriate assignments (Harris, 2002).
The traditional (long-term) expatriate assign-
ment is usually defined as an assignment where
the international manager and his or her family
move to the host country for over one year (in the
majority of cases, for approximately three years).
Alternative forms to the traditional assignment
include (Harris, 2002; Harris et al., 2003):

11
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e Short-Term Assignment: An assignment
with a specified duration, usually less than
one year. Family may accompany the em-
ployee.

. International Commuter: An employee
who commutes from the home country to
a place of work in another country, usually
on a weekly or bi-weekly basis, while the
family remains at home.

. Frequent Flyer: An employee who under-

The New Forms of International Working
survey was carried out by the Center for Research
into Management of Expatriation (Cranfield
School of Management, UK) with the purpose to
increase understanding of the management issues
surroundings alternative forms of international
working. Key findings from the survey were that
all types of international assignment, including
the alternative forms of international assignment,
areincreasing innumber, but the reasons for using

takes frequent international business trips
but does not relocate.

each type of assignment vary (see Table 3).

Table 3. New forms of international working: Survey findings

Changing Patterns and Trends in
Type of As- | Number of | the Number of Employees Reasons for Use Usual Length of Main Problems En-
. Assignment (ma-
signment Employees In the last 2 | For the next 5 | (top3) jority) countered
years years
53%ofrespon- | 62% of respon- | 48% of respon- | Skills transfer | 3 years (57%) Mobility barriers/
dents have | dentsreportedan | dentsreportedan | (74%), managerial unwillingness to
more than 50 | increase increase control (62%), and go to unattractive
employees on management de- locations. Dual ca-
Long-Term thig type of velopment (60%) reer/fami_ly issues.
Assignment assignment Repatrlatlon/ca_reer
issues. Cost assign-
ment/administra-
tion. Compensation
package/terms and
conditions
18%ofrespon- | 67% of respon- | 66% of respon- | Skills transfer | Up to 1 year | Work/life balance.
dents have | dentsreportedan | dentsreportedan | (69%), manage- | (55%) Difficult to establish
more than 50 | increase increase ment develop- policy and practice.
Short-Term :
. employees on ment (39%), and Tax management is-
Assignment . :
this type of managerial control sues and compensa-
assignment (12%) tion terms and con-
ditions.
6% of respon- | 52% of respon- | 50% of respon- | Skills transfer | Uptothreemonths | Highcosts. Work/life
dents have | dentsreportedan | dentsreportedan | (32%), family rea- | (15%) balance. Defining
International | more than 50 | increase increase sons (32%), and policy terms. Tax
Commuter employees on managerial control management. Cul-
this type of (25%) tural differences.
assignment
26%ofrespon- | 52% of respon- | 50% of respon- | Managerial con- | Up to one week | Cost management.
dents have | dentsreportedan | dentsreportedan | trol (40%), skills | (31%) Burnout. No estab-
Frequent | more than 50 | increase increase transfer (26%),and lished policies.
Flyer employees on developing an in-
this type of ternational cadre
assignment (20%)

12
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Whatremains largely unknown iswhether dif-
ferenttypes of expatriation assignments influence
knowledge transfer. As indicated, the traditional
form of expatriate assignment is changing due to
costand family constraints. In addition to the tra-
ditional long-term assignment, expatriatesare sent
abroad on more temporary assignments. However,
the literature is silent on whether the new forms
of international working influence knowledge
transfer. This study addresses this gap by looking
at why and how four types of expatriation assign-
ments influence the knowledge-sharing behavior
of expatriates and thereby enhance the degree of
knowledge transfer to overseas subsidiaries.

In particular, an assignment that required the
relocation of the manager and his or her family
for a specified period was assumed to affect
expatriates’ motivation. Temporary assignments
(short-termassignment, international commuters,
and frequent flyers) would increase expatriates’
ability to transfer knowledge across the MNCs.
More detailed discussion of these relationships
is presented in the next section.

Permanent and Temporary Expatriate
Assignments

Harris (2002) defined a long-term expatriate as-
signment as an assignment where the employee
and his or her family move to the host country
for a specified period of time, usually more than
one year. Expatriates employed on long-term
assignments are permanently stationed at the
overseas subsidiary. They experience high-task
autonomy, greater responsibilities, and other fac-
tors, which inthe behavioral literature are known
as role discretion (Stewart, 1982). The greater
an individuals’ discretion as to “what work gets
done, how it gets done and by whom,” the greater
the sense of responsibility the individual will feel
for these decisions and the greater commitment
an expatriate will exhibit (Gregersen & Black,
1992). “It seems logical that task autonomy,

which is similar to role discretion, should lead to
greater satisfaction, since the expatriate manager
has the freedom to modify the role to fit his/her
abilities” (Downes, Thomas, & McLarney, 2000,
p. 124). Organizational commitment originally
focused on an individual’s emotional attachment
to an organization (Mowday & McDade, 1979).
If someone has high levels of affect toward their
jobororganization, it could be expected that they
would be motivated to perform better. Therefore,
permanently placed expatriates, who are abroad
for a specified duration, may show higher will-
ingness to contribute to the organizational goals.
Thus:

Hypothesis 3. The more the MNC uses permanent
expatriate assignments, the higher the expatriates’
motivation to transfer knowledge.

Expatriates on temporary assignments (short-
term assignments, international commuters, and
frequent flyers) are the tools by which MNCs
obtain and maintain their global knowledge to
a great extent. These expatriates have a greater
opportunity to learnfromtheirexperience of man-
aging the subsidiaries. “People moving around
the company’s operations worldwide are expected
to learn from each other, acquire globally appli-
cable skills, deepen expertise and expand their
networks” (Center for Research into Management
of Expatriation, 2002, p. 7). For example, highly
mobile teams of experts—troubleshooters—are
often seen on short-term assignments (Center for
Research into Management of Expatriation, 2002).
They are sent on a temporary basis to different
locations to work together with local employees
and help them solve a particular operational
problem. They also enhance their competencies
by extracting the best solutions from different
locations, they increase their individual under-
standing and vision of international operations,
they continuously increase their skills and de-
velop competencies, they improve their language

13



HRM Practices and Knowledge Transfer in Multinational Companies

Figure 2. Conceptual model
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abilities, and they learn how to communicate in
different cultures. Thus:

Hypothesis 4. The more the MNC uses temporary
expatriate assignments, the higher the expatriates’
ability to transfer knowledge.

The hypotheses are summarized in the con-
ceptual model presented in Figure 2.

MEASURES

Measures for high-performance HRM practices
were developed andvery well described in Huselid
(1995), Huselid, Jackson, and Schuler (1995), and
Delaney and Huselid (1996). These studies served
as the main source of inspiration. In addition,
scales were adopted from the Cranet survey on
International Human Resource Management (car-
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ried out in 1991, 1995, and 1999). The measures
for the four types of expatriate assignments were
adopted from the previously mentioned survey on
the New Forms of International Working which
was carried out in 2000. Measures were then
crosschecked with the conclusions of theoretical
papers, findings from the case studies, and limited
empirical work on the link between HRM and
knowledge-related outcomes. This resulted in
the list of HRM practices presented in Table 4.
The same table contains measures for mediating
variables. For all variables, the understanding of
the operationalization was checked during the
piloting of the questionnaire.

The hypotheses are tested on the data set of 92
subsidiaries of Danish MNCs. For the description
of the survey instrument development, research
strategy, data collection, and sample, see Textbox
2. SPSS statistical analysis software was used for
the analyses. Descriptive statistics for variables
are presented in Table 5.
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Table 4. Measures

Variables Label Description
Please mark the numberthatbestindicates the degree towhich each statementdescribes
the HRM practices employed within your subsidiary (Likert-type scale ranging from

Job Analysis Analysis 1-never to 5-always):
- Job analysis identifies the required educational background, previous experience,
the general competency information, etc.

Job Design Design - We use dlffere'nt appr_oaches to job design such as job enlargement, job rotation,
and team-based job design.

Flexible Practices Flexible - We use flexible working arrangements—such as flextime, job sharing, and part-time

work—to accommodate best the individual working arrangement preferences.

Recruitment

Recruitment

- The purpose of our recruitment procedures is to generate a pool of qualified external
candidates for a particular job.

- When a vacancy occurs, we carry out a search within the company before turning

Promotion Promotion . .
to the various outside sources.
. . - We use various selection procedures to determine the characteristics required for
Selection Selection T
effective job performance.
Orientation Programs Orientation - AII new employees will be oriented in the philosophy, ethics, values, and business
priorities of the company.
Lateral Transfer Transfer - Employee _Iateral transfer is considered a development activity and one of the best
ways to retain talented people.
. . . - Local nationals are often transferred to headquarters or other international opera-
International Rotation Rotation tions
Career Management Career - Career development in our company represents an ongoing and formalized effort
of corporate management.
Training Training - Our training programs aim to provide employees with specific skills and help them

correct deficiencies in their performance.

Performance-Based Com-
pensation

Compensation

- Employees are generally rewarded on the basis of the value of the job and their
personal contribution to organizational performance.

- The performance management system in our company has a developmental purpose

Absorb Knowledge

Performance Appraisal Appraisal of providing information and direction to individuals.
Compared to your industry competitors, how do you rate your subsidiary’s employees
on the following dimensions (Likert-type scale ranging from 1-very low to 5-out-
standing):

Receivers’ Ability to Absorb - Job-related abilities

ReAb

Knowledge - Overall competence
Please evaluate the ability of the knowledge receivers (your subsidiary’s employees)
to absorb new knowledge (Likert-type scale ranging from 1-very low to 5-outstand-
ing).
Compared to your industry competitors, how do you rate your subsidiary’s employees
on the following dimensions (Likert-type scale ranging from 1-very low to 5-out-
standing):

. s L - Motivation
Receivers’ Motivation to ReMot - Involvement

- Job satisfaction

Please evaluate motivation of the knowledge receivers (your subsidiary’s employees)
to absorb new knowledge (Likert-type scale ranging from 1-very low to 5-outstand-
ing).
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Please mark the numberthatbestindicates the degree towhich each statementdescribes
HRM practices employed across all subsidiaries within the MNC (Likert-type scale
ranging from 1-no or very little extent to 5-very great extent):

Transfer Knowledge

Long-Term Expatriation LTexpat - Presence of expatriates on long-term assignments (usually over one year).
Short-Term Expatriation STexpat - Presence of expatriates on short-term assignments (usually less than one year).
. - Presence of international commuters (expatriates who commute from country to

International Commuters ICexpat .
country usually on a weekly basis).

Frequent Flyers FFexpat - Prese_nce of frequent flyers (expatriates who undertake frequent international busi-
ness trips but do not relocate).

Senders’ Ability to Transfer Please evaluate the ability of the knowledge senders to transfer new knowledge (Lik-

SeAb . -
Knowledge ert-type scale ranging from 1-very low to 5-outstanding).
Senders’ Motivation to SeMot Please evaluate motivation of the knowledge senderstotransfer new knowledge totherest

of the corporation (Likert-type scale ranging from 1-very low to 5-outstanding).

Table 5. Descriptive statistics

Variables Min. Max. Means St. Dev.
Analysis 1.00 5.00 3.30 112
Design 1.00 5.00 2.57 1.10
Flexible 1.00 5.00 2.66 123
Recruitment 1.00 5.00 3.32 117
Promotion 1.00 5.00 3.41 115
Selection 1.00 5.00 3.20 1.08
Orientation 1.00 5.00 3.60 1.20
Transfer 1.00 5.00 3.37 1.20
Rotation 1.00 5.00 2.01 1.10
Career 1.00 5.00 2.52 1.24
Training 1.00 5.00 3.42 1.03
Compensation 1.00 5.00 3.49 1.18
Appraisal 1.00 5.00 3.18 114
ReAb 2.00 5.00 3.6848 0.52149
ReMot 2.00 5.00 3.6277 0.62379
LTexpat 1.00 5.00 2.9778 1.25401
STexpat 1.00 5.00 2.1957 1.07150
ICexpat 1.00 4.00 2.0769 112774
FFexpat 1.00 5.00 2.4565 1.16178
SeAb 1.00 5.00 3.2857 0.80672
SeMot 1.00 5.00 3.1196 0.93577
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Textbox 2. Data collection

The Hermes CD Direct from KOB (Kobmandstandes Oplysnings Bureau) was used to construct the data set.® The database query was
initiated by selecting those firms that were headquartered in Denmark, and then the sample was reduced to those that had two or more
subsidiaries abroad. The procedure resulted in a list that was crosschecked with the Barsen 500 to ensure that the population was as
complete and relevant as possible. The MNCs included in the sample were further limited to those whose subsidiaries employ more
than 30 employees as small-scale companies in general, and small subsidiaries in particular, and which do not utilize a wide range of
formal HRM practices (Miner & Crane, 1995).

The final data set consisted of 305 Danish subsidiaries. Questionnaires were addressed to the HRM manager/general manager of the
focal subsidiary. If the approached manager was unable to complete the survey, he or she could forward the questionnaire to a senior or
middle manager with sufficient knowledge regarding the themes of this study.

A Web-based survey was chosen for data collection due to the time and cost considerations. The respondents were approached by a
cover letter sent via e-mail, which explained the purpose of the survey, detailed the research process and analysis procedures, offered
follow-up reports and related working papers, and provided straightforward directions completing the questionnaire. In addition, a Web
site was established to back up the survey. Respondents were invited to visit the Web site and read more on the survey subjects and
related themes. A link to the questionnaire was provided within the text of the cover letter, and the survey was only available through
that link, which decreased the risk of potential error.

The above strategy resulted in achieving a response rate of 30% (92 out of 305 subsidiaries). Twenty responding subsidiaries were lo-
cated in Germany, 17 in the United States, 15 in Russia, 14 in China, 10 in Sweden, 6 in the UK, 6 in France, and 1 each in Sri Lanka,
the Philippines, Spain, and Portugal. The response rates in various countries reflect the general geographical distribution of Danish

subsidiaries abroad.

RESULTS

Results for Cognitive and
Stimulative HRM Practices

The correlation matrix is presented in Table 6.
There were a high number of associations among
HRM practices, as was expected—358 significant
correlations of different degree out of 78 pos-
sible. Factor analysis creates a set of factors to be
treated as uncorrelated variables in one approach
to handling multicollinearity in regression. Fol-
lowing Huselid (1995), | factor-analyzed HRM
practices using the principal component analysis
with varimax rotation. Factor loadings for each
factor are reported in Table 7.

Three factors with eigenvalues more than 1
emerged from the analysis.® As expected, Factor
1 included a range of cognitive HRM practices
employed to improve the ability of knowledge
receivers. The factor included jobanalysis, recruit-
ment, selection, international rotation, career man-
agement, and training and performance appraisal.
Factor 2 contained stimulative HRM practices
aiming at enhancing motivation of knowledge
receivers. The factor was composed of promo-
tion, orientation programs, lateral transfers, and

compensation. Factor 3also contained stimulative
HRM practices, namely flexible working practices
and job design.

Table 8 provides examination of the relation-
ship between the HRM practices and the ability
and motivation of knowledge receivers to absorb
knowledge (absorptive capacity). Unstandardized
coefficients were reported. Model 1 presents the
results of the regression analysis of the impact
of HRM practices on the ability of knowledge
receivers. The model is statistically significant
with an R-square of 0.111. As predicted, Factor 1
(the group of cognitive HRM practices) showed
a positive, significant effect on the dependent
variable (p<0.05). Hypothesis 1 is confirmed.
Model 2 tested the effect of HRM practices on
the motivation of knowledge receivers to absorb
knowledge. The model is significant with p<<0.001
and the R-square of 0.23. Factor 2—promotion,
orientation, transfer, and compensation—showed
positive effect with strong significance (p<<0.001).
InModel 2, Factor 1 also showed a positive effect,
but with the smaller significance than in Model 1.
The hypothesized effect of flexible working prac-
tices and job design (Factor 3) on the dependent
variable was in the expected direction but insig-
nificant. Hypothesis 2 is partially confirmed.
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Table 6. Correlation matrix (1)

1 2 3 4 5 6
1. Analysis  1.000
2. Design  0.379***  1.000
3. Flexible -0.071 0.265* 1.000
4. Recruitment  0.300**  0.261* 0.108 1.000
5. Promotion  0.272* 0.083 0.171 0.282* 1.000
6. Selection  0.410***  0.262* 0.117 0.411%** 1.000
7. Orientation  0.296* -0.007 0.123 0.134 0.316%*  0.343**
8. Transfer 0.292* 0.264* 0.158 0.258* 0.483***  0.425***
9. Rotation  0.178' 0.358***  0.219" 0.179 0.149 0.176***
10. Career 0.378***  0.273* 0.227" 0.427***  0.375***  0.608***
11. Training  0.393***  0.411***  0.003 0.362***  0.293**  0.422***
12. Compensation  0.337**  0.349***  0.089 0.261* 0.335**  0.396***
13. Appraisal  0.252* 0.310** 0.043 0.293* 0.294* 0.661
14. ReAb 0.259* 0.148 -0.020 0.124 0.075 0.166
15. ReMot  0.190' 0.004 0.052 -0.079 0.162 0.162

7 8 9 10 1 12 13 14 15
1.000
0.124 1.000
0.094 0.114 1.000
0.264*  0.578*** 0.433*** 1.000
0.181 0.418***  0.306**  0.390*** 1.000
0.304**  0.477*** 0.123 0.385***  0.544*** 1.000
0.194" 0.531***  0.292* 0.560***  0.476*** 0.440*** 1.000
0.053 0.007 -0.008 0.082 0.134 0.214* 0.111 1.000
0.183 0.384***  0.007 0.232* 0.223* 0.320**  0.193 0.535*** 1.000

*4%  n<0,001, **- p<0.01, * - p<0.05, ' - p<0.1

Table 7. Factor loading for cognitive and stimula-
tive HRM practices (extraction method: principal
component analysis. varimax rotation)

Variables HRM1 HRM2 HRM3
Analysis  0.588 0.234 -0.261
Design  0.524 0.099 0.527
Flexible  -0.097 0.189 0.897
Recruitment ~ 0.584 0.158 0.029
Promotion  0.246 0.758 0.073
Selection  0.606 0.482 0.038
Orientation ~ 0.038 0.668 -0.136
Transfer  0.447 0.602 0.206
Rotation  0.528 -0.184 0.375
Career  0.710 0.366 0.173
Training  0.665 0.304 0.015
Compensation  0.448 0.574 0.204
Appraisal  0.699 0.298 0.086
Initial eigenvalues  4.960 1371 1.043
% of variance ~ 38.15 10.54 8.024

Results for Types of Expatriate
Assignments

The correlation matrix for all variables used in
this section is presented in Table 9. In the correla-
tion matrix, four types of expatriate assignments
showed a high degree of association. Some of the
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Table 8. Regression analyses for ability and
motivation of knowledge receivers to absorb
knowledge

Variables Model 1 (ReAb) Model 2 (ReMot)
B S.e. 5} S.e.
Constant 3.682%** 0.060 3.693*** 0.064
Factor 1 0.155* 0.060 0.134* 0.065
Factor 2 0.054 0.060 0.244***  0.065
Factor 3 -0.035 0.060 0.014 0.065
R-square 0.111 0.230
F 2.587" 6.178***

%% - n<0,001, ** - p<0.01, * - p<0.05, - p<0.1

correlation coefficients indicated the possibility
of multicollinearity (i.e., r>0.5). To uncover the
underlying factor structure associated with four
independent variables, they were factor-analyzed
using the principal component analysis as an
extraction method (following Huselid, 1995).
The previous choice of factor analytic solution
is proven to be useful since it provided a pos-
sibility to decrease the number of independent
variables and reduced problems associated with
multicollinearity. Moreover, similar to the factor
analytic solutionused in the previous section, this
factor analysis had a confirmative rather than an
explorative nature. It was expected that four types
of expatriate assignments would form two groups:
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Table 9. Correlation matrix (2)

1 2
1 LTexpat  1.000
2. STexpat 0.367***  1.000
3. ICexpat  0.098 0.483***
4. FFexpat -0.071 0.219*
5 SeAb -0.008 0.049
6. SeMot 0.278** 0.261*

3 4 5 6
1.000

0.590*** 1.000

0.183" 0.201"  1.000

0.034 0.091  0.495*** 1.000

%% n<0,001, **- p<0.01, * - p<0.05, - p<0.1

Table 10. Factor loading for four types of interna-
tional assignments (extraction method: principal
component analysis)

Variables Factor 1 Factor 2
LTexpat 0.332 0.821
STexpat 0.740 0.418
ICexpat 0.880 -0.222
FFexpat 0.692 -0.558
Initial eigenvalues  1.912 1.209

% of variance 47.79 30.23

permanent and temporary assignments. Indeed,
two factors with eigenvalues >1 were determined
fromthe factor analysis. Factor 1 included tempo-
rary expatriate assignments employed toimprove
ability of knowledge receivers. Among these were
short-term expatriates, international commuters,
and frequent flyers. Factor 2 was represented by
one type of assignment—long-term expatriation.
Thistype ofassignment was expected to influence
the willingness of knowledge senders to transfer
knowledge. Factor loadings for each factor, eigen-
values, and percentages of variance explained by
each factor are reported in Table 10.

To test the hypotheses, regression analyses
were run with permanent and temporary assign-
ments (factor-analyzed) as independent variables.
The results are presented in Table 11. Model 1
showed some statistical significance with p<0.10
and the R-square 0.053. The model provided sup-
port for Hypothesis 4: the employment of expatri-
ates on the short-term basis, use of international

Table 11. Regression analyses for knowledge
senders’ability and motivation to transfer knowl-
edge

. Model 1 (SeAb) Model 2 (SeMot)
Variables
B S.e. B S.e.
Constant  3.284***  0.086 3.101***  0.096
Factor1 0.161 0.086 0.200* 0.097
Factor2 -0.096 0.086 0.211* 0.097
R-square  0.053 0.095
F 2.387" 4.538*

**% _ p<0.001, * - p<0.05, - p<0.1

commuters, and frequent flyers positively influ-
ence the ability of knowledge senders to transfer
knowledge (p<0.10). Model 2 tested the effect of
permanent expatriate assignments (Factor 2) on
the motivation of knowledge senders while con-
trolling for Factor 1. The model showed higher
significance with the R-square of about 10%. The
influence of Factor 2 (long-term assignments) was
positive and significant (p<0.05). Hypothesis 3
was confirmed.

DISCUSSION

HRM practices and knowledge transfer are
associated, but some important aspects of this
interpretation and empirical support for the link
are missing. This chapter aimed to take steps
towards understanding why this association ex-
ists and how various HRM practices influence
knowledge transfer.
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In particular, it was hypothesized that the use
of cognitive HRM practicesis positively related to
the receivers’ ability to absorb incoming knowl-
edge, while stimulative HRM practices develop
knowledge receivers’ motivation. The group of
cognitive HRM practices includes job analysis,
recruitment, selection, international rotation,
career management, training, and performance ap-
praisal, while stimulative HRM practices contain
promotion, performance-based compensation,
internal transfer, orientation programs, job design,
and flexible working practices.

Before testing the hypothesis, HRM practices
were classified into the factors theoretically. The
specific factor structure was then confirmed
through the factor analysis. Factor analysis was
not used as an exploratory technique, but rather
as a method of comparing the classification ini-
tially suggested by non-statistical arguments or
evidence. It was also needed to reduce a number
of independent variables and to handle the mul-
ticollinearity problem. Moreover, the hypotheses
were developed in such a way that they assumed
the simultaneous effect of HRM practices on the
dependentvariable and notthe effect of individual
practices. Such anassumptionwas recommended
in the literature since HRM practices applied in
combination were found to have a greater effect
on organizational outcomes than the sum of
the individual effects from each practice alone
(Ichniowski, Shaw, & Prennushi, 1997). Results
of the factor analysis indicated the existence of
three groups of HRM practices conducive to the
behavior of knowledge receivers—the first factor
was marked by higher loadings on the cognitive
HRM practices (Factor 1), the second and third
factors were marked by high loadings on the
stimulative factors (Factor 2 and Factor 3).

To test the hypothesis, following Huselid
(1995), factors were entered as independent
variables into the regressions on the dependent
variable. The simultaneous effect of job analysis,
recruitment, selection, international rotation,
career management, training, and performance
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appraisal (Factor 1) on the receivers’ ability was
positive and significant (p<0.05). Job analysis
investigates the competencies needed for different
positions, based on how the needed competencies
are acquired through recruitment and selection
procedures. Those organizations that carry out
the formal job analysis, and employ extensive
recruitment and selection procedures are able to
generate apool of skilled external candidates with
the desired level of knowledge and skills. Members
of this pool then show the higher ability to absorb
knowledge. Career managementand international
rotation best allocate the individual employee’s
need for growth and development. Performance
appraisal provides employees with feedback on
their performance and competencies, and offers
direction forenhancing their competenciesto meet
the changing needs of the firm. An integrated
part of most performance appraisal systems is
the establishment of objectives and targets for
the self-development and training of employees.
When organized as a systematic process, train-
ing helps to eliminate skill deficiencies identified
through performance appraisals.

The simultaneous effect of only some stimula-
tive HRM practices at improving the receivers’
motivation to absorb knowledge was positive and
significant (p<0.001). Those organizations that
send new employeesthrough extensive orientation
programs, inwhichthey receive realistic informa-
tion about the job and the organization, should
expect a higher level of employee motivation to
absorb knowledge. Orientation programs aim to
provide general support and reassurance for the
new employees, help themto cope with inevitable
stresses of transition, and help themadjust quickly
inthe new organizational environment. Promoting
employees from within the firm is likely to pro-
vide a strong motivation for employees. Internal
transfers aim to better allocate individual needs
for growth and development. In addition to the
learning experience, employees achieve higher
commitment and involvement. There is a clear
linkage between individual effort and reward.
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Formation of performance-based compensation
systems that reward employees for the value of
their job and their personal contribution to or-
ganizational performance is a strong incentive.
The effect of job design and flexible working
practices (Factor 3) was in the expected direction,
but insignificant.

This chapter also considered how different
types of expatriate assignments may contribute
to the expatriates’ ability and motivation to
share knowledge. The four types of assignments
are defined as long-term expatriate assignment,
short-term expatriate assignment, international
commuters, and frequent flyers. According to
the Center for Research into Management of
Expatriation on the New Forms of International
Working (2002), organizations appear to be mak-
ing increasing use of all four types of expatriate
assignments. Moreover, skills/knowledge transfer
is among the main reasons for using each type
of assignment. The needs for knowledge transfer
were highest for long-term assignments and the
lowest for frequent flyers. This chapter proceeded
further, suggesting thatalthough all four typesare
connected to knowledge transfer, there are differ-
enttypes of assignments thatincrease expatriates’
ability and motivation to transfer knowledge to
the subsidiaries. It was suggested that expatri-
ates’ willingness to transfer knowledge can be
enhanced through the employment of long-term
expatriation practices, while expatriates’ ability to
transfer knowledge may be increased throughtheir
involvement in temporary assignments, such as
short-term assignments, frequent flyers arrange-
ments, and international commuters practices. The
classification of the types of expatriate assign-
ments was verified through factor analysis.

The results of hypotheses testing indicated
that by moving among several countries, expa-
triates deepen their knowledge, acquire globally
applicable skills, become better teachers, and so
forth. Moreover, expatriates are often expected to
have both the skills to quickly and continuously

transfer knowledge and be highly motivated to
do so. In other words, by sending expatriates
on various types of international assignments,
MNC:s could develop the expatriates’ dissemina-
tive capacity. The analysis provided support for
Hypothesis 4, namely that opting for long-term
assignments influences positively expatriates’
willingness to transfer knowledge across MNCs’
subsidiaries. When permanently stationed at
an overseas subsidiary, expatriates experience
greater autonomy and responsibility for their
employees’ performance, and they exhibit greater
commitment and willingness to perform better.
The data analysis also confirmed Hypothesis 3,
that the expatriates’ ability to transfer knowledge
is positively associated with the employment of
practices such as short-term expatriation, inter-
national commuters, and frequent flyers.

CONCLUSION

The goal of knowledge transferisthatthe receiving
unit accumulates and utilizes new knowledge, a
goal that is a major managerial challenge. MNCs
could employ formal organizational mecha-
nisms—HRM practices—to enhance knowl-
edge transfer. However, HRM practices do not
influence knowledge transfer directly, but rather
through their impact on the behavior of process
participants: knowledge senders and receivers.
Those subsidiaries interested in enhancing the
ability and motivation of theiremployeesto absorb
transferred knowledge should employ cognitive
and stimulative HRM practices. The employment
of cognitive HRM practices—namely job analy-
sis, recruitment, selection, international rotation,
career management, training, and performance
appraisal—positively influences the receivers’
ability to absorb knowledge. Some stimulative
HRM practices were identified as being positively
related to the motivation of knowledge receiv-
ers—promotion, orientation programs, transfer,
and compensation.
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Managing the transfer process becomes more
complicated when the problems associated with
knowledge transfer are considered from the
international dimension. MNCs rely heavily on
expatriation practices when dealing with coordi-
nation and control, breaking down the barriers
between the parent company and subsidiaries,
fostering the parent corporate culture, solving
technical problems, and developing local talents.
In addition to the traditional long-term expatri-
ate assignments, companies engage actively in
temporary international assignments such as
short-term assignments, international commut-
ers, and frequent flyers. It was also found that
MNCs are “unsure whether alternative forms of
international assignments are helping or hinder-
ing them in meeting their global strategic objec-
tives” (Center for Research into Management of
Expatriation on the New Forms of International
Working, 2002, p. 1). The results of this study
argue that MNCs may consider applying differ-
ent expatriation practices depending on whether
the aim is to increase expatriates’ willingness or
ability to transfer knowledge to the subsidiaries.
Expatriates’ willingness to transfer their knowl-
edge can be enhanced through the employment
of long-term expatriation practices, while their
ability to transfer knowledge may be increased
through involvement in short-term assignments,
frequent flyers arrangements, and international
commuters practices.

This study has certain limitations and short-
comings. The recent literature also recommends
examination ofthe complementarity/systemeffect,
resulting from a combination of several groups
of HRM practices. In this study, the potential for
complementarity was indicated by the presence
of pairwise correlations among individual HRM
practices. Asexpected, the correlations were gen-
erally positive and substantial. One should further
investigate whether HRM practiceswhen applied
as an integrated system are mutually reinforcing
and hence more effective for knowledge transfer
than isolated individual practices. One possible
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response could be a test of a full set of interaction
termsamongall HRM practices while controlling
for the individual practices. That solution would
require a larger sample and sufficient number of
degrees of freedom.

Further, inthe framework offered by Szulanski
(1996, 2000, 2003) and used here, there are four
determinants of knowledge transfer (see Textbox
1). Only two of those—related to the behavior of
knowledge senders and knowledge receivers—
were used in this study as mediating variables.
Can HRM practices influence the characteristics
of knowledge? There issome evidence that MNCs
employ various organizational mechanisms given
the characteristics of knowledge. For example,
Brewster and Bonache (2001) addressed the ques-
tion of whether knowledge characteristics explain
expatriation policies. Among other things, they
suggested that “if the knowledge to be transferred
among units of an MNC is tacit collective knowl-
edge, thenthat transfer will involve the team” and
“if the knowledge to be transferred among units
of the MNC is specific, the recruitment source
of expatriates will be the company itself” (Bo-
nache & Brewster, 2001, pp. 160-161). However,
“the possibility of a reverse causality, in which
organizational arrangements are chosen so that
they influence the relevant characteristics, has not
previously been investigated” (Foss & Pedersen,
2003, p. 13). In this study, there were significant
associations between knowledge characteristics
and HRM practices. Obviously, the correlation
only indicates that the two variables co-vary,
but never assumes that a change in one variable
causes a change in another. More research is
needed to understand the direction of causality
of the relationships.

Another determinant of knowledge transfer—
characteristics of organizational context—could
also be considered as being influenced by HRM
practices. Rigid organizational boundariesimpose
high barriers, which impede knowledge flows
at all levels of the MNC. By employing HRM
practicesthatremove traditional boundaries, melt
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the bureaucratic structures, and support learning,
organizations may establish the environment that
promotes knowledge transfer. Indeed, Hansen
(1999) concludes that the lack of direct relations
between people fromdifferent departments within
the organization inhibits knowledge transfer.
Crossing traditional organizational boundaries is
important for effective use of obtained knowledge
through common projects, decentralized and au-
tonomous groups, flexible working arrangement,
and so forth. In the empirical studies, flexibility
was found to be associated with learning oppor-
tunities, an organizational climate for innovation
and development, higher capacities to absorb
knowledge, and so forth. Lyles and Salk (1996)
postulate that flexibility promotes the knowledge
transfer process “by encouraging greater recep-
tivity of organizational members to new stimuli
from the outside, by promoting collaboration and
exchanges of information within the organiza-
tion and by granting members greater latitude
in altering activity patterns and ways of doing
things to adopt to perceived changing needs an
conditions” (pp. 881-882).

Finally, there is no reason to assume that the
results obtained in this study are generalizable
to other countries, other functional areas, and so
forth. The model developed here does represent
a reasonable starting point. But it was tested on
a rather small data set of Danish subsidiaries.
That definitely has some implications for the
generalizability of the findings. For instance, a
small sample did not offer a desirable number of
degrees of freedom, which was necessary to fully
explore the possible impact of control variables,
such as subsidiary size (Lyles & Salk, 1996;
Bresman et al., 1999; Lane et al., 2001; Foss &
Pedersen, 2002; Minbaeva et al., 2003), industry
characteristics (Lane & Lubatkin, 1998; Gupta
& Govindarajan, 2000; Lane et al., 2001; Subra-
maniam & Venkatraman, 2001; Minbaeva et al.,
2003), mode of entry (Foss & Pedersen, 2002;
Martin & Salomon, 2003), ownership (Lyles &
Salk, 1996; Mowery, Oxley, & Silverman, 1996;

Lane et al., 2001), subsidiary age (Lyles & Salk,
1996; Bresmanetal., 1999; Simonin, 1999a, 1999b;
Minbaeva et al., 2003), and previous experience
(Simonin, 1999a, 1999b). Clearly, there is a need
for asimilar study with a much larger sample and
country representation, inthe hope that some of the
overlooked relations will be possible to consider.
Ifthatis possible, the above mentioned limitations
become opportunities to be explored.
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ENDNOTES

The high-performance/“best practices” ap-
proach aims at determining HRM practices
“whose adoption generally leads to valued
firm-level outcomes” (Huselid, 1995, p. 643).
The findings of empirical studies on this
subject are similar: either across industries
or within a specific sector, the more high-
performance HRM practices used, the better
the various performance measures, such as
productivity, labor turnover, and financial
indicators (e.g., Huselid, 1995; Huselid et al.,
1997; Delaney & Huselid, 1996; Arthur, 1994,
Ichniowski et al., 1997, MacDuffie, 1995).

HRM Practices and Knowledge Transfer in Multinational Companies

In some studies, this type of HRM practice
is referred to as “behavioral.” In this study,
the word “stimulative” is used instead to
emphasize that the HRM practices in ques-
tion aim to develop the motivational part of
individual behavior.

The KOB dataset is a comprehensive, con-
tinuously updated data set of domestic and
international Danish firms (www.kob.dk).
Barsen is the Danish business sector’s global,
national, and regional newspaper. Every year
the newspaper publishes an annual status re-
port on Danish businesses (www.borsen.dk).
A common rule for dropping the least
important factors from the analysis is the
Kaiser criterion, by which all components
with eigenvalues under 1.0 are dropped.
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ABSTRACT

The digital networked economy has gone global and is reshaping traditional business models. “Free”
and ““open source” software (Raymond, 1999), along with more recent successes in the private, pub-
lic, and social sectors, offer a vision of a radically new globally networked economy. This economy is
characterized by new sources of value creation and competition, as barriers to entry are lowered and
substitution made easier. It also requires a more stratified, localized approach to the marketplace (Hart
& Milstein, 2003) to meet more specialized demands from customers and the societies and environments
within which they live. These challenges have implications for almost every aspect of a firm's strategy
and business model, especially its ability to leverage these networks to create value through innova-
tion. Yet, most multinational firms are ill-equipped to take advantage of the knowledge creation derived
from high-value relationships with suppliers, complementors, and customers.This chapter shows the
importance of developing a corporate strategy which takes into account ways in which an innovation
focus must integrate with installed business processes. The chapter considers the challenges associ-
ated with knowledge disclosure, diffusion, and utilization (Snowdon, 2002; Spinosa, Flores, & Dreyfus,
2001) across value networks and concludes that while successful examples exist in “free”” and ““open
source” software projects (Raymond, 1999), commercialization of innovation becomes more challenging
when increasing levels of personal and financial commitment arve required (Mauer, Rai, & Sali, 2004).
Choosing the most appropriate value networking strategy can have serious implications for success.
This chapter adds to studies on knowledge creation and knowledge transfer in multinational corpora-
tions by proposing a conceptual model of commitment-based value networking strategy. It is hoped this
will contribute to future research by offering a theoretical foundation upon which this research may be
based, and explains why and under what conditions people in commitment-based value networks share
knowledge.

Copyright © 2008, IGI Global, distributing in print or electronic forms without written permission of IGI Global is prohibited.
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BACKGROUND

Information and communications technology
(ICT) isenabling new organizational models based
on value networking (Ridderstrale & Nordstrom,
2004; Flores, 1998). Business drivers include
increased speed to market, access to world-class
technology, focus on core competence and total
cost savings, and balance sheet improvement
(Sveiby & Roland, 2002; Savage, 1996; Gadman,
1996). Allee (2004) describes value networks as
webs of relationships that generate material or
social value through complex dynamic exchanges
of both tangible and intangible goods, services,
and benefits. Examples include James Maxxmin’s
business strategy, fashioned on a single logistics
platform enabling functioning with zero-working
capital while making huge profits. When the in-
spiration dies, they disappear as suddenly as they
arise (Loveman & Anthony, 1996; Turkle, 1995).
Otherexamplesinclude user innovation networks
like Zero Attribution, Linux, and Apache, which
designand build products for their own use—and
also freely reveal their designs to others (Harhoff,
Henkel, & von Hippel, 2002).

Value networks challenge existing theories
of transaction cost economics, which regard or-
ganizations as efficient contractual instruments
(Coase, 1937; Williamson, 1985) by demonstrating
that efficient contracting depends upon effective
cooperation, coordination, and collaboration,
without which successful competition would be
impossible. Indeed, existing concepts of competi-
tion as survival of the fittest are being replaced
by new models of collaboration and co-opetition
which are characterized by an openness and
transparency that allows ideas, data, services,
products, and markets to flow more seamlessly
acrossan ever-wideningand inclusive landscape of
participants. The purposes and principles behind
value networking are more consistentwith theories
of organization as effective appliers of valuable
knowledge to business activity (Kogut & Zander,
1992; Conner & Prahalad, 1996; Grant 1996). In

that, they comprise individuals capable of self-
organizingtoapointwhere there isno breakdown
inthe costand quality of the contract. They do this
through orchestrating the “speech acts” (Austin,
1962; Searle, 1975) that make up a network of
commitments (Winograd & Flores, 1987) which
drive and coordinate action among the members
of that network. These examples suggest a more
synergistic relationship between a transaction
cost (Coase, 1937) reason to organize and one
that is more commitment and knowledge based
(Conner & Prahalad, 1996) in that they both offer
some economic advantage to members. Conner
and Prahalad (1996, p. 478) go so far as to say that
the primary contribution of the knowledge-based
view is to round out transaction cost theory by
recognizing “knowledge-based transaction costs.”
Unfortunately, because the organizational models
supporting thisapproachtendto be highly nuanced
and pluralistic (Hock, 1999; von Hippel, 2002),
many firms—fearing loss of control and leakage
of intellectual property—tend to ignore them and
consequently fail to leverage the potential existing
in well-coordinated and committed networks of
people. This chapter takes a deeper look into this
potential by considering the relationship between
market instability and the demand for knowledge
disclosure, diffusion, and utilization (Snowdon,
2002; Spinosacetal., 2001). Itconcludes that while
successful examples exist in “free” and “open
source” software projects (Raymond, 1999), com-
mercialization of innovative ideas becomes more
challenging when increasing levels of personal
and financial commitment are required (Mauer,
Rai, & Sali, 2004). Choosing the most appropriate
value networking strategy based on these factors
can have serious implications for success.
Based on a review of empirical studies into
commitment-based value networking, this chapter
explores the notion of shared culture and commit-
ment to acommon purpose in value networks and
proposesamodel of business strategy based onthe
synergistic interactions between requirements for
knowledge innovation, extent of environmental
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disruption, and quality of commitments among
network participants. One view is that such in-
teraction happens because network participants
identify with one another (Kogut & Zander, 1996)
through the shared values, beliefs, and assump-
tions that define their cultural identity (Schein,
1992; Laine-Sveiby, 1991). This disclosive space
(Spinosa et al., 2001) is made up of shared cod-
ing schemes (Hansen, Nohria, & Tierney, 1999),
and language and cognitive schema (Winograd
& Flores, 1997), which make up the background
against which coordinated actions take place
(McKinney & Gerloff, 2004), (Flores, 1993). In
other words it reflects committed participation
in a shared cultural identity (Weeks & Galunic,
2003).

A core assumption underpinning value
networks is that participants and stakeholders
participate by converting what they know, both
individually and collectively, intotangibleandin-
tangible value that they contribute to the network.
Participantsaccrue value fromtheir participation
by converting value inputs into positive increases
of theirtangible andintangible assets, in ways that
allowthemto continue producing value outputsin
the future. In a successful value network, every
participantcontributesand receives value inways
that address their concerns and the concerns of
network participants as a whole, and in so doing
an identity or selfhood is realized by those indi-
viduals and the enterprise as a whole. Successful
value networking requires trusting relationships
and a high level of integrity and transparency on
the part of all participants. This is evidenced in
companies like Southwest Airlines, Dell, IKEA,
Lastminute.com, and Google, which are defined
by strong brand identity, talented and authentic
leadership and followership, and elegant and ag-
ile organizational designs supported by a global
network of trusted and trusting partners and
suppliers. Advancing this idea further, Weeks
and Galunic (2003) propose a theory which takes
the notion of business as a knowledge-bearing
entity to that of a culture-bearing entity, wherein

30

the concept of culture includes not just shared
knowledge, but also the ability of its members
to achieve selfhood or personal authenticity by
committing themselvesto the network inways that
position them in the culture as people who make
a difference because they can be “counted on.”
They do this by conforming to norms of shared
beliefs, meanings, values, behaviors, language,
and symbols of the culture, while experiencing a
greater sense of selfhood (Heidegger, 1962). The
corecommitmentstructuresand identities of value
networks (Flores, 1998) dedicated to innovation
development like the Tropical Disease Initiative
(TDI)andthe Human Genome Project (HGP) have
not been well established, let alone compared to
those dedicated to production, distribution, and
consumption like IKEA, Lastminute, and Ama-
zon. Asapreliminary step toward that project, this
chapter attempts to explain how each is different
and why knowing the difference is essential to
corporate strategy. The main challenge of both
approaches to transaction cost and knowledge-
based theories of the firm is the taken-for-granted
view that they are a single unified entity rather
than a network of commitment-based identity-
forming relationships. Consequently, theories of
value networking need to take seriously the idea
that they are more than just knowledge-creating
and knowledge-sharing entities. They are funda-
mentally cultural in nature, and it is the degree to
whichthis culture, with its beliefs, meanings, val-
ues, behaviors, language, and symbols, supports
the selfhood and identity needs of its members
(Heidegger, 1962 [1937], pp. 352-358; 434-444)
that determines the success of its mission.

DETERMINANTS OF VALUE
NETWORKING STRATEGY

Drawing on the works of Heidegger (1962 (1937)),
Kierkegaard (1985), and Hegel (1979), Flores and
Spinosa (1998) offer an account of personal and
corporate identity that shows how identities that
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matter lead us to open anew shared world inwhich
the concerns of our identity can matter to others.
They believe that identities are maintained by car-
rying out two interrelated activities: interpreting
which actions are appropriate given our intense
concerns, and positioning our actions so that we
areinterpreted inwaysthatattract favorable atten-
tion. This perspective helps explain why managers
choose value networking strategies based on a
more or less open or more or less closed position
tothe outside world. Gadman (2003) proposes two
positioning strategies, each with its own unique
style of knowledge sharing modes of thinking,
externalization (Nonaka & Takeuchi, 1995), and
networking. These are closed source adaptation
and open source innovation.

Closed Source Adaptation

Companies adopting this approach are challenged
to continuously improve existing products and
services through strategies that lead to increased
knowledge creation and dissemination. This al-
lows them to deepen penetration of existing and
new markets with the same products/services.
Organizational models built on a closed source
adaptation strategy create their identities through
a strong brand image and then orchestrate and
front networks of outsourced suppliers, partners,
and distributors. Intellectual assets are considered
vital since competitive advantage isgained through
intellectual property protection, lean and elegant
business processes, and outstanding responsive-
ness to customer needs. For example, Dell holds
the record for numbers of patents pending on its
manufacturing processes, and Boeing intentionally
built the 777 to be “service ready” from day one.

Open Source Innovation

Companies taking this approach attempt discon-
tinuity by producing products and services that
are “history making” (Spinosaetal., 2001), inthat
they create a need where none previously existed.

Like Caxton’s printing press or Omidyar’s eBay,
competitive advantage is gained through a highly
responsive “build itand they will come” very early
adoption approach. Led by a very special kind of
entrepreneur (Spinosa et al., 2001), these busi-
nesses are highly competent at introducing new
products/services into existing and new markets.
Innovationathigh velocity is possible because the
people who make up these organizations identify
withthe values and mission of the founder/sand are
themselves authentic identity seekerswhothrivein
natural and spontaneous experimentation. “Free”
and open source (F/OSS) software development
communitiesare aprime example where products
are created by a globally networked volunteer
community of independent software users and
developers (Lee & Cole, 2003), but they are not
exclusive to software development and can be
found elsewhere in enterprises like Project ALS
and Southwest Airlines (Gittell, 2003).

Both examples illustrate that while the two
positioning strategies of open source innovation
and closed source adaptation might not be mutu-
ally exclusive, one takes precedence and receives
support from the other. For example, in Open
Source and Free Software communities like GNU
and Linux, an open source innovation strategy is
primary with closed source adaptation ensuring
commercialization of the source code. As one
programmer put it, “Linux started with Linus
(Torvalds). He released an operating system for
us to play with. You need someone great in the
field torelease something for everyone else to play
with.” From a commitment-based perspective,
this image of “greatness” can be understood as
Torvalds being authentic, talented, and a criti-
cal factor in attracting like-minded people and
ensuring a symmetry, synchrony, and syntopy
(Richardson, 2004) of idea generation among
multiple perspectives. Similarly, in Freenet, a
project aimed at developing a decentralized and
anonymous peer-to-peer electronic file sharing
network, closed source adaptation tools like CVS
(Concurrent Versioning System) synchronize
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work and keep track of changes in the source code
performed by developers working on the same
set of files. A further closed source adaptation is
seen in the way final decisions to commercialize
are restricted to the project founder and some
early developers (von Krogh, Spaeth, & Lakhani,
2003). Microsoft’s “shared source” strategy is an-
other example of closed source adaptation where
the company allows selected governments and
technology businesses, known as MVPs or most
valued professionals, to gain access to some of
its proprietary source code. In return the MVPs
supply Microsoft with the outputs from their
product development. In this way, Microsoft
expands its range of programs, while continuing
to place limitations on where and with whom it
shares its intellectual property.

TOWARDS A MODEL OF VALUE
NETWORKING

By combining a closed source adaptation strategy
with an open source innovation strategy, com-
panies leverage the creativity that comes from
opening up to multiple sources of new ideas while
imposing a form of natural selection to nurture
those ideas that best fit its strategic mission,
core competence, and needs for identity creation
(Grove, 1996). Remarkable companies like Boe-
ing, P&G, 3M, Intel, Oracle, and IKEA routinely
set up innovation networks for a wide variety of
purposes, and through this unique blend of com-
mitted coordination create unique competitive
advantage. They integrate the authenticity-seek-
ing nature of their people with sufficient control
to maintain their uniqueness and direction, while
maintaining sufficient flexibility for creative im-
provisation. Thisisillustrated in Figure 1, describ-
ing four types of value networking strategy from
simple adaptive to complex integrative. Each is
based on complex interaction between the pace
of environmental change, innovation demand,
and adaptation/innovation culture.
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Figure 1. Value networking strategies
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The four strategic choicesare simple adaptive,
strategic proprietary, strategic integrative, and
complex integrative.

Simple Adaptive

Strategies are appropriate in situations where
there is little requirement for innovation, and the
business environment is relatively stable and pre-
dictable. On the other hand, strategic integrative
strategies, like those adopted by user innovation
networks, must manage multiple connections of
the highest quality in highly dynamic environ-
ments. As the velocity of change increases, so
too must the scope of the value networks across
and between organizations. This is especially so
in the case of strategic integrative and complex
integrative strategies where success depends
heavily on the quality of commitment among
participants. Such quality is determined by the
nature of relationships making up the commitment
nets and the level of trust shared among partici-
pants. Without a shared belief in the sincerity,
competence, and reliability of network members
to act upon and resolve individual concerns and
the overarching concerns of the network, there can
be no value network. It is this essential quality of
trusting commitment which defines authenticity
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fromboth a selfhood and ‘otherhood’ perspective
(Raymond, 1999). When combined with enabling
capacities such as resource and time allocation,
inspirational space, and supporting informatics
(Palmer, 2004), organizational performance can
be outstanding.

Simple Adaptive

In slow-changing environments where innova-
tion is not considered mission critical, network-
ing is not a priority. The objectives of strategic
management in these situations is to maintain
tight control by managing the input—output
relationship between the company and its envi-
ronment through ensuring clear product—-market
positioning, resource allocation, planning, orga-
nizing, performance management, and control.
Management practices and organizational design
principles favor task specializationand individual
rather than collaborative endeavors. Consequently,
self-organization among workers, if considered
at all, is discouraged. Detailed plans rather than
guidelines tend to be the norm. Knowledge con-
nectivity is low. Relationships tend to be based
on power, control, and hierarchy. Interaction es-
sential to the generation of new knowledge and
problem solving are captured, categorized, and
stored for retrieval. Knowledge networking is nei-
ther valued nor encouraged. Banking, insurance,
utilities, transportation, telecommunications, and
retail sectors have, at various times in their lives,
manifested this kind of behavior. Some still do,
especially those with a history of monopoly pro-
tection or favorable trading arrangements. One
significant downside to this approach is its lack of
responsiveness to shifts in environmental change
velocity. Retail banking is one example of asector
that has struggled to respond to the challenges
presented by the entry of Tesco in the United
Kingdom and Wal-Mart in the United States into
their markets. Theseretail giants were able to steal
market share by providing choice, convenience,
lower costs, and better service. Simple adaptive

strategies pose real dangers if they ignore pric-
ing and partnering strategies, product ranges,
infrastructure, and customer needs.

Strategic Proprietary

In situations where there is a relatively stable
environment yet a high need for innovation, for
example healthcare and computer product manu-
facturing, value networking strategies do exist, but
demands for high skill levels and fears for intel-
lectual property leakage keep them firmly within
the fourwalls of the business. Communicationand
information technology, combined with innova-
tive leadership and elegant business processes,
increase the capacity for creative interaction and
a culture which maintains high-quality interac-
tions and authentic behavior. Networks provide
strategic and operational benefits by enabling
members to collaborate effectively inside the
business. While boundaries are to some extent
permeable, the number and quality of connections
is limited to those which speed information flow
and adaptation. Inside the business informationis
transparentand diversity of opinions, and experi-
encetospeed innovationis promoted. Anexcellent
example of such an organization is the stroke unit
of St Luke’s Hospital in Kansas City, Missouri
(Palmer, 2004), where afocus onvalue networking
has resulted inworld-class performance. Accord-
ing to Medicare, stroke patients at Saint Luke’s
Hospital have a severity-of-illness index of 252,
indicating that St. Luke stroke patients are two-
and-a-half times as complicated as the average
stroke patient. Medicare assigns an index number
of 100 for average mortality rates. St. Luke’s mor-
tality rate for stroke was 85, indicating St. Luke
patients are more likely to survive their stroke
and that the health system has 15% fewer deaths
from stroke than expected. Forty-seven percent
of St. Luke’s stroke victims return to their homes
atdischarge. Thisistwice the national average. If
a stroke victim reaches St. Luke’s in time, he or
she is 10 times more likely to get stroke reversal
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treatment than the national average. In computer
products manufacturing, similar leadership skills
are practiced in the Dell Corporation, where Mi-
chael Dell established an authentic and strategic
proprietary culture. Dell’s preference for working
alone is evident in its desire to eliminate middle
people in almost every area of its operation. A
retail foray a decade ago confirmed this view,
and recent partnership break-ups show. Also,
operating in the highly commoditized personal
computer market, Dell’s strategy was not to in-
novate or spend on research and development, but
to apply existing knowledge to build on the ideas
of competitorsand then enter the market later with
cheaper prices enabled by an extremely efficient
in-house manufacturing process.

Strategic Integrative

In environments of high change velocity requir-
ing maximum levels of innovation, strategic
integrative strategies combine inter- and intra-
organizational networking intended to enable
self-organization to recombine and to reinvent.
People are encouraged to borrow and share ideas
and practices liberally, making every product or
service upgradeable, breeding ideasand processes
early and often, and viewing interchangeable
modules for people and products essential for
mass customization. Strategic identity isbased on
continuously upgraded performance of services
and products, understanding the requirements
of customers, knowing where to target products,
how to market and sell products, and developing
new channels to market. Strategic management’s
role is to integrate control with experimentation.
Consequently, guidelines rather than detailed
planstendtobearticulated. Knowledge connectiv-
ity is an essential aspect of relationship building
because it enables interaction essential to the
generation of new knowledge and problem solv-
ing. In such a culture, group memory is the holy
grail of knowledge managementefforts. However,
the effort to capture and categorize is often more
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hassle than people are willing to put up with. If
the organization or team culture is suitable to a
conversational working style, the best I'T solutions
offer acombination of synchronous collaboration
tools, such as videoconferencing, instant mes-
saging, and screen sharing, with asynchronous
environments that allow teams to work across
geographic and chronological boundaries. Inthis
way, they can quickly produce both a highly ef-
fective online workspace and an instant archive
that becomes searchable group memory.

New team members can easily get up to speed
and ask questions that have not already been
answered. Managers can tune in and get a solid
pulse on the state of the project. Customers can
be an integral part of the project team, viewing
the process and giving feedback along the way.
Trusting and stronger working relationships are
established for future contracts. And everything
is embedded in a clear context (the flow of the
conversation), which makes for better, more inte-
grated work and learning. For example, following
the inaugural flight of the Boeing 777, United
Airlines declared it as its best ever, first flight
experience with a new plane. The 777 had been
delivered “service ready” on day one. Thisunique
collaboration was identified by a core commit-
ment to “work together to design, produce, and
introduce an airplane thatexceeds the expectations
of flight crews, cabin crews, and maintenance
and support teams and ultimately our passengers
and shippers” (Palmer, 2004). The effective and
efficient cultivation, and superior application, of
its value networks enabled Boeing, its customers,
suppliers, and consumers to fulfill that declaration
and create the 777. Boeing effectively shortened
by six months the process of designing and intro-
ducing into service, a sophisticated, $150 million
price tag plane. This brought forward significant
future cash flows amounting to several billion
dollars. Millions of dollars of re-work costs were
avoided by the online understanding and antici-
pation of possible design incompatibilities, and
service and maintenance issues that might occur
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in actual use. Unfortunately, many of the lessons
learned at Boeing were not picked up during the
construction of the Airbus A380 with its highly
publicized cost overruns and time delays.

Complex Integrative

In situations where the pace of environmental
change is high, but there is a relatively low re-
quirement for innovation, complex integrative
enterprises invent new worlds alongside existing
ones and ultimately bring about lasting change.
For example, the iPod has replaced the tape re-
corder, and the USB has replaced the floppy disk.
The transistor replaced the valve and calculating
machine. Ultimately, the products replaced will
be wiped from our memory. Complex integrative
cultures thrive on “Internet time” and redefine
how individuals, businesses, and technologists
viewthe Internet. They exceed customer demands
for better, faster, cheaper products and services.
They attractand retain highly committed identity
seekers who are not only skilled in their roles,
but knowledge driven in that they are willing
and able to embed individual-based knowledge
and make it accessible and useful to the entire
organization. This focus on internal knowledge
creation through commitment networking means
that formal reporting structures and detailed
work processes have a diminished role in the way
important work is accomplished.

Informal networks are at the forefront, and the
general health and “connectivity” of these groups
has a significant impact on strategy execution and
organizational effectiveness. Google’s declaration
to “never settle for the best” reflects this approach,
and though acknowledged as the world’s leading
search technology company, Google’s goal is to
provide amuch higher level of service to all those
who seek information, wherever they are. They
persistently pursue innovation and push the limits
of existing technology to provide a fast, accurate,
and easy-to-use search service that can be ac-
cessed from anywhere. Similarly, 3M’s culture

has fostered creativity and given employees the
freedom to take risks and try new ideas. This
culture has led to a steady stream of products.
With no boundaries to imagination and no barri-
ers to cooperation, one good idea swiftly leads to
another. So far there have been more than 50,000
innovative products brought to market.

Value networks built on a culture of trust and
committed coordinated actionimprove knowledge
sharing, innovation, and organizational effective-
ness. Several authors link trust, collaboration,
and knowledge sharing: Urch-Druskat and Wolff
(2001) argue that trust, identity, and efficacy are
the core elements for collaboration, and Huener,
von Krogh, and Roos (1998) regard the level of
trust as the most important factor affecting the
willingness to share knowledge. It is a critical
role of strategic management to understand and
value these qualities and capacities, and to align
financial and intellectual resources accordingly. In
sodoing, decisions regarding variations on closed
source adaptation and open source innovation
may be discussed and agreed. Emphasizing the
wrong strategy can have a profound impact on
the successful outcomes of a knowledge creating
collaboration and hence, business results (von
Krogh & Roos, 1996).

FUTURE TRENDS

The Internetis revolutionary because its two-way
communications technology allows large num-
bers of people to interact with each other. While
some interactions might be considered casual,
many more are purposefully designed to satisfy
concerns. The quality of these interactions can be
measured by the strength of commitments gener-
ated as one person or group promises to deliver
results to address the concerns of another person
or group in such a way that they are looked upon
as authentic people both by the society within
which they operate and their own self-assessment
(Winograd & Flores, 1987; Flores & Spinosa,
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1998). Commitment-based value networks deliver
value because they are bound by the strength of
the collective words of their members and iden-
tity built on the extent to which a person’s word
can be “counted upon.” For example, FedEx and
Amazon.com use the Internet to establish an
identity through conversation-based interactions
where they commit to be reliable. They do this by
positioning strategies such as letting customers
know what is going on—alerting customers if
problems occur and offering counter-proposals
designed to resolve the problem to a customer’s
satisfaction. Using customer and inventory data-
bases and well-integrated financial and logistical
systems, they use the Internet to build identity
through core commitment structures based on
trust (Winograd & Flores, 1987). Thisrich network
of commitments delivers value by addressing the
deep concerns of those involved and ultimately
those who receive the benefits of their work.

The essential purpose of value networks is the
achievement of synergistic interactions among
participants which produce results greater than
the sum of the individual parts (Richardson,
2004). Value networks rely on that most unique
of human qualities, which is the ability to give
their word, and for those willing and able to keep
their word, to gain a unique identity as authentic
people. This is reflected in a recent speech by
Apple’s Steve Jobs who said:

“The only way to be truly satisfied is to do what
you believe is great work, and the only way to do
great work is to love what you do. If you haven’t
found it yet, keep looking, and don’t settle. As
with all matters of the heart, you’ll know when
you find it, and like any great relationship it just
gets better and better as the years roll on. So keep
looking. Don’t settle.”

Richly synergistic communities are made
up of like-minded people who seek authenticity
(Heidegger, 1977) by giving freely of themselves
intoaculture that values their offer and thrives on
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the resulting products. Whether it is a discovery
to unblock drains or to cure ALS, these people
position themselves in such away that they “show
up to the world” by the quality of their commit-
ted speaking and action, and as a consequence,
become identified “by the world” as people who
make a difference. The difference they make
changes history because the world they inhabit
is not the same as a result of their “authentic
being in the world” (Heidegger, 1962). The ben-
efits of participation are capability development
as potential meets opportunity and ultimately
identity creation by association with a history-
making event (Richardson, 2004; Olson, 1965).
According to von Hippel and von Krogh (2003),
newcomers to such communities share with ex-
isting developers and derive greater benefits of
revealing their innovations than those outside the
community (Callhoun, 1986; Taylor & Singleton,
1993). This is possible because their ideas can be
reviewed and commented upon by other develop-
ers and users, and in terms of learning benefits,
the group’s feedback can be direct and specific
to the newcomer. Such architectures of partici-
pation (Raymond, 1999) include low barriers to
entry by newcomers and some mechanism for
balancing the need for control with the need for
improvisational innovation. This architecture of
participation allows for a free market of ideas in
whichanyone can put forward proposed solutions
to problems; it becomes adopted, if at all, by the
organic spread of its usefulness. Ultimately, the
reward for such rich networking is the ability to
progress toward levels of knowledge and dis-
covery beyond those achieved by conventional
means, especially awareness of one’s own identity
through core commitment revelation. By better
understanding the closed adaptation and open
innovation options and their relative merits, busi-
ness leaders who are attempting to make history
with innovative products and services may be
better informed about the best way to invest their
time and money.
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CONCLUSION

The conceptual model proposed presents a theo-
retical foundation upon which a future research
agenda can be based. One area that has high
potential for exploration is the question of how
and under what circumstances firms manage
the qualities and capacities of interaction that
maintain commitment-based value networks.
Also, how much a part does information and
communications technology play in the success
of these networks and is there a point at which
networks naturally break down without its sup-
port? Is there a limit to the numbers of connec-
tions that can be made within a network and what
qualities are required to reach that limit? Finally,
what contribution is required from managers to
build and maintain these networks in the face
of increasing pace of change when the natural
reaction is to “over control” and consequently
restrict the flow of innovation? Researching
these questions will require a methodology that
takes into consideration the problems associated
with uncertainty (Chakravarthy & Doz, 1992;
Lorange et al., 1993). As von Krogh, Roos, and
Slocum (1996) point out, this is in accordance
with the principle of indeterminism discovered
by Werner Heisenberg in the mid-1920s. As a
result, any approach to inquiry mustacknowledge
that observation influences what is seen and vice
versa, and the problematic and recursive nature
of organizational research will require a more
qualitative grounded approachto develop analyti-
cal categories and propositions (Glaser & Strauss,
1967; Meyers, 1997; Strauss & Corbin, 1990). One
approach might be to synthesize applied practice
and empirical research based on a single case in
order to increase the depth of the analysis, and
acquire and report experience with the gathering
of new and unfamiliar data (Numagami, 1998). It
will also avoid the trap of generalizing the findings
to other subjects and encourage readers to see for
themselves how the results apply to themselves

as in an action research approach. Whatever the
method adopted, there can be no doubt that this
field of inquiry will change our view of the world
and emphasize the importance of identity and
authenticity inachieving high performance. From
this new understanding, possibilities for action
will emerge that increase dialogue in situations
of conflict, and improve skills to bring unlike-
minds into meaningful work and experience
together, and encourage and nurture increased
collaborations among competing organizations
doing the same. Who knows what new worlds will
develop alongside the old and what new actions
will become possible?
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ABSTRACT

Organizations nowadays typically have several locations geographically dispersed around the world.
Organizations distribute their resources around the world to reduce cost and remain competitive. As a
consequence, globally distributed working teams are common, thereby rendering a need for knowledge
sharing cross-culturally. This chapter presents a series of studies investigating the impact of cultures
on how people handle knowledge management issues. It shows how in-group/out-group relationships
determine people’s attitudes towards knowledge sharing in a global working environment. Findings of
this project would help organizations’ executives understand better how to encourage their members to
reap benefits from using the knowledge management systems.

INTRODUCTION

Previous research exhibits that a knowledge
management system solely is not the answer for
successful knowledge management in an orga-
nization (Damodaran & Olphert, 2000; Thomas,
Kellogg, & Erickson, 2001). Rather, social fac-
tors are an essential part in influencing how the
knowledge management systemwould be utilized

(Damodaran & Olphert, 2000). Specifically,
social factors influence knowledge management
practices, among which knowledge sharing plays
an important role.

Many factors influence people’s attitudes to-
wards knowledge sharing. First, organizational
culture, particularly the reward policy, is an obvi-
ous factor. If the group outcome is encouraged,
the knowledge sharing within the group will be
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encouraged as well. Certainly, people will not
share their unique knowledge with everyone in
the organization. Studies show that people tend
to share their knowledge only with their in-group
members (Chow, Deng, & Ho, 2000). However, it
is not clear what factors determine the boundary
of in-group/out-group relationships in an organi-
zation. Second, at the individual level, personal
values like altruism, power, and risk tolerance
also play an important role in knowledge shar-
ing. Individuals’ value systems are deeply rooted
in their national cultures. People, in general,
would be aware of their cultural values, which
are different from others, when they encounter a
different culture.

In the rest of the chapter, we will first review
the literature on influences of culture and in-
group/out-group relationships on knowledge
sharing. Then we will report two cross-cultural
studies on knowledge sharing. We will conclude
the chapter with a discussion on future direc-
tions in knowledge sharing in a global virtual
environment.

Influences of Cultures on Knowledge
Sharing

Culture, a set of values governing the way people
think and behave, is one of the significant social
factors influencing people’s attitudes towards
knowledge sharing.

Figure 1 shows the influences of cultures in
a global corporate. For each global corporate,
the influences of cultures come from multiple
layers: national culture, corporate culture, and
corporate sub-cultures. Cultures can be cat-
egorized as weak or strong (Deal & Kennedy,
1982). A strong culture will highly influence
its sub-cultures (making them almost uniform),
whereas a weak culture will have a low impact
on its sub-cultures and disparities will appear in
terms of behaviors and values between various
groups in the organization. In this project, we
focus on the outer layer—national culture. We

Figure 1. Influences of cultures on knowledge
sharing in a global corporate

National Culture

Corporate Corporate
sub- sub-
culture culture

Corporate
sub-
culture

previously conducted research on the role of trust
atthe corporate culture level (Ribiere, 2005), and
in the future we would continue our studies on
the other layers and their interactions.

The most influential work on national cultural
dimensions is by Hofstede (1980, 2001), who con-
ducted awork value survey inalarge multinational
businessorganization (IBM)in 72 countries. Based
on the data from IBM surveys and other subse-
quent IBM-unrelated value surveys, five cultural
dimensions were identified: power distance (PDI),
individualism/collectivism (IND), masculinity/
femininity(MAS), uncertainty avoidance(UAL),
and long-term orientation (LTO). These cultural
dimensions have become an established framework
for later cross-cultural research.

Figure 2 shows the cultural value indexes of
the United States, Bahrain, and China based on
the data we collected in this project. The United
States and China differ dramatically on power
distance and individualism/collectivism, and have
been frequently used as a representative of west-
ern culture and eastern culture in cross-cultural
studies. A strategic position between the Eastand
the West makes the Kingdom of Bahrain a good
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candidate for a mixed culture of western and east-
erncultures. Asshown in Figure 2, Bahrain shows
similarities with both the U.S. and China.

. PDI: Power distance is defined as the extent
to which the less powerful members of in-
stitutions and organizations within a society
expect and accept that power is distributed
unequally.

. IDV: Individualism is the opposite of collec-
tivism. Individualism stands for a society in
which the ties between individuals are loose:
a person is expected to look after himself or
herself and his or herimmediate family only.
Collectivism stands for a society in which
people frombirth onwardsare integrated into
strong, cohesive in-groups, which continue
to protect them throughout their lifetime in
exchange for unquestioning loyalty.

. MAS: Masculinity is the opposite of femi-
ninity. Masculinity stands for a society in
which emotional gender roles are clearly
distinct: men are supposed to be assertive,
tough, and focus on material success; women
are supposed to be more modest, tender, and
concerned with the quality of life. Femininity
stands forasociety inwhichemotional gender
roles overlap: both men and women are sup-
posed to be modest, tender, and concerned
with the quality of life.

. UAI: Uncertainty avoidance is defined as the
extent to which the members of institutions
andorganizationswithinasociety feel threat-
ened by uncertain, unknown, ambiguous, or
unstructured situations.

. LTO: Long-term orientation is the opposite
of short-term orientation. Long-term orienta-
tion stands for a society that fosters virtues
oriented towards future rewards, in particular
perseverance and thrift. Short-term orienta-
tion stands for a society that fosters virtues
related to the past and present, in particular
respect for tradition, preservation of “face,”
and fulfilling social obligations.
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Figure 2. Hofstede’s cultural value indexes of the
United States, China, and Bahrain

30 7 —
20 + —
10 —
0 T

-10 POt DV WAS UA LTO

B US B China O Bahrain

Influences of In-Group/Out-Group
Relationships on Knowledge
Sharing

Group members’ relationship (in-group vs. out-
group) is another social factor shown to impact
different behavior patterns in different cultures.
Earley (1993) studied the impact of group mem-
bers’ relationships on individual performance of
individualists and collectivists in a group setting.
This study found that individualists working
alone performed better than those working in an
in-group or out-group context, while collectivists
working in an in-group context performed bet-
ter than those working alone or in an out-group
context. Inaddition, Chow etal. (2000) found that
Chinese comparedto Americanswere lesswilling
to share knowledge with a co-worker who was
considered an out-group member. These results
suggest that people from collectivism cultures
such as Chinese and Middle Eastern cultures,
emphasizing harmony relationships and putting
group interests before individual interests, are
more willing to share knowledge with in-group
members than out-group members, while people
from individualism cultures such as American
culture, emphasizing individual achievements,
will not treat in-group or out-group members
differently. They just focus on accomplishing
their work no matter whether they need to share
knowledge with in-group members or out-group
members.
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While several factors such as family, home-
town, shared school or company affiliation, and
national culture define the boundaries of an
in-group member (Triandis, 1989), there are no
consistent definitions of in-group/out-group rela-
tionships. In Earley’s study (1993), an in-group
was defined as “an aggregate of people sharing
similar trait and background characteristics” (p.
321). It further stated that “this definition does
not require that in-group members have direct
contact with one another while working or that
they work interdependently” (p. 321). In Chow et
al.’s study (2000), however, in-group/out-group
relationships were defined based on whether
members successfully worked together. In other
words, an in-group relationship was defined as
people having successfully worked together on
some tasks, whereas an out-group relationship
was defined as people having met just once or
twice at meetings. One objective of our study
is to identify which factor defining in-group/
out-group relationships will more significantly
influence people’s attitudes towards knowledge
sharing: shared working experience or shared
cultural background. To examine this question,
four in-group/out-group conditions were included:
out-group condition (neither shared working expe-
rience nor shared cultural background), in-group
culture condition (shared cultural background,
but no shared working experience), in-group
work condition (shared working experiences,
but different cultural background), and in-group
condition (shared both working experiences and
cultural background).

Research Hypotheses

Giventheabove literature review, our hypotheses
are as follows:

. Hypothesis A: Chinese will be more willing
to share knowledge with in-group members
than out-group members.

. Hypothesis B: American will be equally
willing to share knowledge with both in-
group and out-group members.

. Hypothesis C: Bahraini will be more willing
to share knowledge with in-group members
than out-group members.

STUDIES

Study 1: Comparison of the
Americans and Chinese on the
Effect of In-Group/Out-Group
Relationships on Knowledge
Sharing

Method

This study is a 2 x 4 mixed experimental design:
one between-subject factor national culture with
two levels, Americanvs. Chinese, and one within-
subject factor the group members’ relationships
with four levels (combining two values of whether
sharing the same culture or not and whether shar-
ing previous work experience or not): out-group,
in-group (culture), in-group (work), and in-group,
as shown in Figure 3.

Figure 3. Experiment design of the factor: group
members’ relationships
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Materials

Asetof questionnairesand scenarioswere usedin
this study. The questionnaires included Hofstede’s
Values Survey Module (Hofstede, 2001, pp. 494-
497) and the Personal Values Questionnaire (Hay
Acquisition Company I, 1993). These question-
naires were intended to investigate cultural dif-
ferences on personal values in general instead of
the attitudes towards knowledge sharing.

Two scenarios, similar to the ones in Chow et
al. (2000), were used in the study. The first scenario
examinesattitudes towards sharing knowledge of
mistakes either made by themselves or by others.
It depicts a situation in a company where a newly
promoted department manager underestimated
the cost of a new technology and introduced it to
the department upon his becoming a manager. In
one version of the scenario, the mistake was made
by the new manager himself/herself, whereas
in the other version of the scenario, the mistake
was made by a friend of the new manager who
co-workersinthe company did not know. The sec-
ond scenario measures people’s attitudes towards
knowledge sharing with in-group and out-group
members. In our study, versions of the second
scenario were modified to include both culture
and working experience as factors determining
an in-group relationship. The second scenario
describes two engineers: one who previously
dealt business with Industry A and now shifted
to Industry B, and the other who was interested
in dealing business with Industry A because his
current industry was facing a business downturn
and needed information about Industry A from
the first engineer. There were four versions of this
scenario. The out-group version explains that the
two engineers came from different cultures and
had no previous working experience together. The
in-group (culture) version describes that the two
engineers came from the same culture but had
not worked together before. The in-group (work)
version explainsthat the two engineers were from
different cultures but had worked together before.
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Finally, the in-group version describes that the
two engineerswere from the same culture and had
worked together before. Participants were asked to
evaluate to what degree they are willing to share
the knowledge with group members for each ver-
sion of the scenario. Participants were asked to
givetheiropinionnotonly onsharing work-related
knowledge or professional knowledge, butalso on
sharing personal information (e.g., educational
background, family information, hobbies, etc.) to
co-workers in order to facilitate the work.

Procedure

The study was a one-time session and conducted
in a lab setting. Participants came to the specified
roomto complete the set of questionnaires and two
scenarios. During each session, each participant
read and signed a consent form, gave responses
to the cultural values questionnaires, read and
completed questions of the two scenarios, and
received a stipend at the end of the study.

Participants

A total of 111 American undergraduate students
and 197 Chinese undergraduate students were
recruited, through class announcements and
campus flyers, from prestigious universities in
the United States and China. Both American and
Chinese undergraduate students were recruited
from four majors: Engineering, Business, Infor-
mation Technology, and Arts and Sciences. The
number of participants for each major and gender
was balanced across two cultural groups.

Results

In this chapter, we only report the data from
the second scenario focusing on the impact of
in-group/out-group relationships on attitudes
towards sharing professional knowledge and
personal information.
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Professional knowledge
Figure 4 shows the means of attitudes towards
sharing professional knowledge among four in-
group/out-group relationships for Americans and
Chinese. The MANOVA analysis with repeated
measures revealed both two main effects and an
interaction effect (F (3, 304) = 3.73, p < .05).

The analysis reveals significant main effects
of culture: F(1, 306) = 4.52, p < .05. American
participants were more willing to share profes-
sional knowledge than Chinese ones (refer to Table
1 for means and standard deviations).

The analysis also shows significant main ef-
fects of in-group/out-group relationships: F(3,

304) =35.71, p <.05. Both American and Chinese
participants were more willing to share profes-
sional knowledge with in-group members than
out-group members. The results of further paired
t-tests among four in-group/out-group conditions
are reported in Table 2. There are no differences
between in-group (culture) and out-group condi-
tion, suggesting that participants treat members
with shared culturesin the same way as out-group
members. Similarly, there are no differences be-
tween in-group (work) and in-group condition,
suggesting that participants treat members with
shared working experiences in the same way as
in-group members.

Figure 4. Means of attitudes towards sharing professional knowledge among group members’relationships
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Table 1. Means (standard deviations) of atti-
tudes towards sharing professional knowledge
in Study 1

Out- In- In- In-
Group Group Group Group
(Culture)  (Work)
Chinese 172 172 1.81 1.83
(0.45) (0.45) (0.39) (0.37)
American 175 178 1.92 191
(0.44) (0.41) 0.27) (0.29)

Table 2. Paired samples t-tests among four group
members’ relationships in Study 1 (professional
knowledge)

Chinese American
Pairs t Sig. t Sig.
(2-tailed) (2-tailed)

In-Group (Culture) vs. 0.31 076 165 010

Out-Group

In-Group (Culture) vs. - 545 000 346  0.00
In-Group

In-Group (Culture) vs. )

In-Group (Work) 2.39 0.02 3.62 0.00
Out-Group vs. In- 334 000  -434 000
Group

Out-Group vs. In-

Group (Work) -3.01 0.00 -4.49 0.00
In-Group vs. In-Group 0.93 0.35 1.00 0.32

(Work)
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Personal information

Figure 5 shows the means of attitudes towards
sharing personal information among four in-
group/out-group relationships for both Americans
and Chinese.

The MANOVA analysis with repeated
measures revealed a significant main effect of
in-group/out-group relationships: F(3, 304) =
44.10, p < .05 and a significant interaction effect
(culture and group members’ relationships): F(3,
304) = 6.36, p < .05. However, the main effect of
culture is not statistically significant: F(1, 306)
=2.23,p>.05.

Table 3 shows means (standard deviations) of
attitudes towards sharing personal information
for both Americans and Chinese.

Both Americanand Chinese participants were
more willing to share personal information with
in-group members than out-group members. The
results of further paired t-tests among four in-
group/out-group conditionsarereportedin Table 4.
With p<.05for both Chinese and Americans, there
are no differences between in-group (work) and
in-group condition, suggesting that participants
treat memberswith the same working experiences
in the same way as in-group members. Moreover,
for Americansonly, there isno difference between

Figure 5. Means of attitudes towards sharing personal information among group members’ relationships
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Table 3. Means (standard deviations) of attitudes
towards sharing personal information in Study 1

Out-Group In-Group In-Group In-Group

Table 4. Paired samples t-tests among four group
members’ relationships in Study 1 (personal
information)

Chinese American
(Culture) (Work) - : !

i Pairs i Slg. Slg.
Chinese 146 (0.50) 1.38(0.49) 1.60(0.49) 159 (0.49) (2-tailed) 2-tailed)
American  1.40 (0.49) 1.37 (0.48) 1.75(0.44) 179 (0.41) In-Group (Culture)vs. 0.02 a5 o1

Out-Group : . . .
In-Group (Culture) vs. -6.08 0.00 881 0.00
In-Group

In-Group (Culture)vs. )

In-Group (Work) 5.96 0.00 8.02 0.00
Out-Group vs. In- 333 0.00 850 0.00
Group

Out-Group vs. In-

Group (Work) -4.31 0.0 7172 0.00
In-Groupvs. In-Group 047 0.87 L68 010
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in-group (culture) and out-group condition, sug-
gestingthat American participantstreat members
who only share the same culture in the same way
asout-group members. However, the Chinese were
more willing to share their personal information
with an American stranger (out-group) than a
Chinese stranger (in-group (culture)) (p < .05).

Discussion

Based on the results, Hypothesis A was sup-
ported. Chinese were more willing to share both
professional knowledge and personal information
with in-group members than out-group members.
However, Hypothesis B was not confirmed.
Americans were also more willing to share both
professional knowledge and personal information
with in-group members than out-group members.
Our explanation is that even though individual
achievement is emphasized in American cul-
ture, people tend to build higher levels of trust
with those whom they have worked with than
those whom they have not worked with before.
As a result, they are more willing to share their
knowledge with people having shared working
experience (in-group) than those without such
common grounds (out-group). Further, they limit
sharing personal information with the safest and
strongest social ties.

Nevertheless, when dealing with sharing
personal information with an out-group member,
Chinese and American participants showed sig-
nificantly differentattitudes. Chinese participants
were more willing to share personal information
with an American stranger (out-group) than
a Chinese stranger (in-group (culture)), while
Americans showed no such difference. In other
words, the weakest social tie varies for Chinese
participants and American participants. Possible
explanations behind this result are as follows.

When Chinese share personal informationwith
aChinesestranger, thereisagreatchance of losing
face because they are from the same culture and
aware thatthe same cultural framework isapplied.

Onthe contrary, an out-group member applying a
different cultural framework has different views
of acceptable behaviors. Therefore, Chinese would
feel that there is less chance of losing face when
sharing personal information, especially face-
sensitive information, with an out-group member
than with an in-group (culture) member.

Inaddition, Chinese more concernabout face-
saving than Americans (Hu, 1944; Bond, 1996).
Psychologically, people tend to share personal
information in order to release inner stress and
anxiety. They usually choose to share such infor-
mation viaeither the most trusted channel like the
strongest social ties or the channel with the least
chance to leak such information like the weakest
social ties. Compared to an American stranger,
a Chinese may more easily find a relationship
with a Chinese stranger through several connec-
tions in his or her social network. Therefore, his
or her personal information will have a better
chance to be leaked through a Chinese stranger
than through an American stranger. This might
lead Chinese participants to be more reluctant
to share personal information with an in-group
(culture) member than an out-group member. For
American participants, however, they do not care
about face-savingasmuchas Chinese. Our results
further suggest that American participants treat
an American stranger and a Chinese stranger
equally as the least leaking channel to share
personal information.

Interestingly, the results exhibit that shared
working experience was a more important factor
than shared cultural background in determining
an in-group relationship for a knowledge sharing
attitude. Both Americans and Chinese tend to
perceive people with whom they have worked as
in-group members, whereas they tend to perceive
people who only share the same culture as out-
group members. Initially, the result seems rather
surprising. It is widely known that people from
the same culture share common characteristics
and beliefs. With this shared background, people
should be more comfortable and willing to share
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knowledge with each other than with those from
different cultures. However, this belief was not
supported by the results found in this study. People
seem to be more comfortable and willing to share
knowledge with those they have shared working
experiences with rather than shared cultural
background. Is this because our scenario is in a
business environment where working experience
is more relevant to the task? Further study with a
task emphasizing more cultural experiences will
be able to answer this question.

Study 2: The Effect of In-Group/
Out-Group Relationships on
Knowledge Sharing in Bahrain

The United States and China represent typical
western and eastern cultures. However, many
other culturesare nottypical of westernor eastern
cultures. Therefore, we ran the study two with the
Kingdom of Bahrain, which is physically located
in the Middle East but culturally influenced by
both eastern and western cultures. Following are
some facts about the Kingdom of Bahrain:

In a region currently experiencing an oil boom
of unprecedented proportions, the United Nations
Economic found in January 2006 that Bahrain is
the fastest growing economy inthe Arabworld, the
United Nations Economic and Social Commission
for Western Asia found in January 2006. Bahrain
also has the freest economy in the Middle East
according to the 2006 Index of Economic Free-
dom published by the Heritage Foundation/Wall
Street Journal, and is twenty-fifth freest overall
in the world. Bahrain is sometimes described
as the ‘Middle East lite’: a country that mixes
thoroughly modern infrastructure with a definite
Persian Gulf identity, but unlike other countries
in the region its prosperity is not solely a reflec-
tion of the size of its oil wealth, but also related
to the creation of an indigenous middle class.
This unique socio-economic development in the
Persian Gulf has meant that Bahrain is generally
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more liberal than its neighbours. While Islam is
the main religion, Bahrainis have been known for
their tolerance, and alongside mosques can be
found churches, a Hindu temple, a Sikh Gurud-
wara and a Jewish synagogue. Bahrain was the
first place on the Arabian side of the Gulf where
oil was discovered. It couldn’t have come at a
better time for Bahrain as it roughly coincided
with the collapse of the world pearl market.
Unfortunately, it was also the first country in the
areawhere oil ran out. The British withdrew from
Bahrain on August 15, 1971, making Bahrain an
independent emirate. In 2004, Bahrain signed the
U.S.-Bahrain Free Trade Agreement, which will
reduce certain barriers to trade between the two
nations. (Wikipedia, 2006)

Method

We used the same materials and procedure as
those in Study 1.

Participants

Actotal of 108 Bahraini graduate studentsenrolled
in an MBA program in an American university
located inthe Kingdom of Bahrain volunteered to
participate in the study, but only 70 participants
completed all questions in the questionnaires.

Results

Table 5 and Figure 6 show the result of Study 2
with participants from Bahrain.

The ANOVA analysis with repeated measures
shows the significant main effect of in-group/out-
group relationships on attitudes towards sharing
personal information: (F(3, 198) = 4.48, p < .01).
However, there is no significant main effect of
in-group/out-group relationships on attitudes
towards sharing professional knowledge: (F(3,
204) = .93, p > .05).

The results of further pairwise comparisons
among four in-group/out-group conditions are
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reported in Table 6. For personal information,
there is a significant difference between in-group
and out-group condition (p < .01), and in-group
(work) and out-group condition (p < .03), but for
professional knowledge, there are no differences
between any of the combinations of in-group/out-
group relationships.

Discussion

Hypothesis C was partially confirmed. Bahrainis
were more willing to share personal information
with in-group members than with out-group
members, but they did not show such difference
for sharing professional knowledge.

Figure 6. Means of attitudes towards knowledge sharing in Study 2
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Table 5. Means (standard deviations) of attitudes
towards knowledge sharing in Study 2

Table 6. Pairwise comparisons among four group
members’ relationships in Study 2 (p value)

Out-Group  In-Group In-Group In-Group
(Culture) (Work)

Professional
1.67 (.45) 1.71 (.46) 1.64 (.46) 1.72 (45)
Knowledge

Personal In-
. 1.46 (.47) 1.58 (.50) 1.56 (.47) 1.66 (.48)
formation

Bahraini (Middle East)

Pairs Professional Personal

Knowledge  Information

In-Group (Culture) vs. Out-

0.44 0.04
Group
In-Group (Culture) vs. In-

0.81 0.20
Group
In-Group (Culture) vs. In-

0.30 0.64
Group (Work)
Out-Group vs. In-Group 0.33 0.00
Out-Group vs. In-Group

0.63 0.03
(Work)
In-Group vs. In-Group

0.06 0.08
(Work)

49



The Impact of Group Relationships on Knowledge Sharing

The finding on professional knowledge in
Study 2 can be explained by the fact that Bah-
rainis do not see out-group members (foreigners)
as a threat/competitor for their job because they
know that it will take them a long time to adjust
and to understand the subtleties of their culture
and to become as essential as they are. Therefore,
level of vulnerability is low even though level of
trust is low.

The finding on personal information in Study
2 is consistent with results in Study 1. Bahraini
participants did feel more comfortable sharing
their personal information with in-group members
than out-group members. However, for Bahraini
participants, shared working experience or shared
cultural background does not affect their attitudes
towards knowledge sharing. In contrastto Chinese
and American participants in Study 1, Bahraini
participants in Study 2 did not share knowledge
with in-group (work) members over in-group
(culture) members.

Cross-Analyses Between Study 1
and Study 2

In-Group vs. Out-Group Effect

To measure the effect of in-group/out-group
relationships, an analysis was conducted to
compare data from the combined three types of
in-group conditions with the out-group condition.
The analysis, all nationalities combined, shows
a significant difference between the in-group
and out-group relationships on both professional
knowledge sharing: (t(381)= 4.25, p < .00), and
personal information sharing: (t(377)=6.32, p <
.00). Participants were more willing to share with
in-group members than out-group members: pro-
fessional knowledge: (4, = 179, p , = 1.71) and
personal information: (l,, =1.59, p  =1.44).
The same analysis was also conducted at each
nationality level. The analysis reveals that this
difference remains significant for the Chinese:
professional knowledge: (t(199) = 2.73, p < .01,
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=178,y , = 171), and personal information:
(t(196) = 2.06, p < .04, y, = 1.53, y_, = 1.46), as
wellas for the American: professional knowledge:
(t(110)=4.35, p < .00, p,, = 1.87, y , = 1.75), and
personal information: (t(110)=7.80, p < .00, W,
= 164, Y, = 1.40). The effect is mixed for the
Bahraini: not significant for professional knowl-
edge: (t(70)=.47,p>.05,, =169, _,=1.67),but
significant for personal information: (t(69)=3.10,
p<.00, u, =160p, , =147).

out

Past Working Experience Effect

To examine the effect of past collaboration on
knowledge sharing attitude, an analysis was car-
ried out with combined data from all nationali-
ties. Shared working experience has a significant
impact on knowledge sharing for both profes-
sional knowledge: (t(315)=4.85, p < .00, W, =
1.82, W oo = L.73), and personal information:
(t(383)=10.56,p<.00, 4, =1.651 .. =1.43).
Participantswere more willing to share knowledge
with people they have worked with in the past
(regardless of the nationality) than with people
they have never worked with before.

The same analysis was further conducted
at each nationality level. The analysis reveals
that this difference remains significant for the
Chinese participants: professional knowledge:
(t(199)=3.77,p< .00, =182, . =171),
and personal information: (t(198)=6.29, p < .00,
Moo = 160, 1 0 = 1.42), as well as for the
American participants: professional knowledge:
(t(111)=4.20,p< .00, 1, =192, 1 ... = L.77),
and personal information: (t(111)=8.90, p < .00,
Moo = L77, W one = 1.38). The analysis shows
a mixed effect of shared working experience on
knowledge sharing for Bahraini participants: not
significant for professional knowledge: (t(73)=.21,
p>.05y, . =170, = 1.71), but significant

work not-work

for personal information: (t(72)=2.80, p < .01,
Mwork = 163’ lJlnot—work = 152)
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CONCLUSION

Results of a comparative study on people’s at-
titudes towards knowledge sharing between
Chinese, Americans, and Bahrainis are reported
in this chapter. Various factors can define group
members’ relationships (Triandis, 1989). It is
significant to know which factor is a strong
determinant of group members’ relationships
so that organizational knowledge management
could concentrate more on that factor in order
to encourage knowledge sharing in the orga-
nization. A scenario investigating the impact
of in-group/out-group relationships on people’s
attitudes towards knowledge sharing was given
to Chinese, American, and Bahraini participants.
The results show that shared working experi-
ence is a stronger determinant of an in-group
relationship than shared cultural background
for both Chinese and Americans. For Bahrainis,
shared working experience and shared cultural
background are both strong determinants of an
in-group relationship.

In summary, our study implies that global or-
ganizations should focus on building community
of practice rather than a localization approach, in
which the cultural uniqueness is emphasized in
designing knowledge management systems and
practices. Encouraging people to interact with
each other will not only help promote knowledge
sharing culture, but also form knowledge ecolo-
gies (Brown, Denning, Groh, & Prusak, 2005, pp.
83-85), where people from different disciplines
work together by interacting and exchanging
their knowledge. Such knowledge ecologies help
facilitate cross-fertilization of ideas, and enable
innovation beyond a fixed and rigid knowledge
management system.
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Chapter IV
Why First-Level Call Center
Technicians Need Knowledge
Management Tools

Joe Downing
Southern Methodist University, USA

ABSTRACT

This chapter argues that first-level call center technicians are the new knowledge workers of the 21%
century. As such, these technicians are ideal candidates for knowledge management tools. The objective
of the chapter is to introduce these technicians to the IT community and, by way of a case study, show
how decision-tree-type help tools can increase technicians’ productivity. The chapter ends with recom-
mendations for IT practitioners who are interesting in implementing these tools in their call centers.

INTRODUCTION

The goal of this chapter is to introduce readers
to first-level call center technicians who staff the
phones for countless banks, financial institutions,
credit card companies, and help desks around the
world (Datamonitor, 2003). The intense knowledge
demands required of first-level technicians make
themideal candidates for knowledge management
tools. Knowledge managementtoolsreferto com-
munication technologies that index and structure

an organization’s “corporate memory”’ (Walsh &
Ungson, 1991; Yates & Orlikowsky, 2002).

This chapter is structured as follows. First,
| provide a brief historical overview of the call
center industry, including the outsourcing trend
that began in the late 1990s. Next, | describe why
first-level technicians must have knowledge tools
to perform their jobs effectively. Then, I discuss
two popular types of help interfaces that are used
incall centerenvironments. I conclude the chapter
with my recommendations and by noting future
trends that | see will affect the industry.

Copyright © 2008, IGI Global, distributing in print or electronic forms without written permission of IGI Global is prohibited.
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BACKGROUND

Until the late 1980s, most organizations handled
their customer service and technical support
functions in-house. First-level call center techni-
cians who staffed the phones were often full-time
employees who handled only a single product
or service (Bagnara & Marti, 2001). However,
organizations soon realized it was cheaper, and
often more effective, to outsource these support
functionstothird-party call center providers. The
global call center industry was born.

Call Centers: From the Help Desk to
the Sales Center

Until recently, call center providers had distinct
goals for their inbound and outbound operations.
Inbound operations focused mainly on resolving
customers’ product or service issues. Conversely,
organizations used their outbound (telemarketing)
operations to attract new customers.

In the last five years, though, consumer
hostility towards telemarketing practices has
increased. According to a study commissioned
by the American Teleservices Association (2002),
about40% of U.S. consumerssubscribe toacaller
ID service. Between 2003-2004, U.S. consumers
also registered more than 64 million telephone
numbers with the Federal Trade Commission’s
National Do Not Call Registry.

The negative public sentimentagainsttelemar-
keters has led some providers to move away from
their outbound call center operations. Instead,
these organizations use their call centers to gen-
erate revenue from existing customers (Lieber,
2002; McDaniel, 2006). Turek (2002) reported
that in certain financial sectors, approximately
70% of all upselling and reselling transactions
in the United States now take place through one
of these centers.
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Reducing Labor Costs

Over the past 20 years, U.S.-based call center
providers have struggled to reduce their grow-
ing labor costs and to curb the high employee
turnover that plagues their industry. According
to a study conducted by researchers from Purdue
University’s Center for Customer-Driven Quality,
annual turnover in U.S. centers averages 26%
for full-time technicians. Further, call centers
incur one year’s salary to replace each technician
who leaves the company (Hillmer, Hillmer, &
McRoberts, 2004).

OUTSOURCING CALL CENTER
TECHNICIAN POSITIONS TO INDIA

In the late 1990s, call center providers addressed
these rising labor costs by outsourcing part or all
of their operations to India (McDaniel, 2006).
India was a popular destination because of the
country’s highly educated workforce (Fairell,
Kaka, & Stiirze, 2005). Also, nearly three million
English-speaking college students graduate from
India’s universities every year (Ebsco, 2005a).

Initially, organizations found that relocating
their call center operations to India reduced their
operating costs. However, these same multina-
tional companies soon experienced problems
attracting and retaining qualified technicians.
Across India’s call centers, employee turnover
now approaches 50% a year (Clarke, 2006).

Privacy laws in India are less strict than in the
United States (Ebsco, 2005a). This has resulted
in a series of widely publicized public relations
snafus involving India’s outsourcing commu-
nity. For instance, in March 2004, Capital One
canceled its telemarketing contact with Wipro,
one of India’s largest call center providers, when
an internal investigation found technicians had
misled U.S. consumers by providing them unau-
thorized promotions to sign up for credit cards
(Krebsbach, 2004).
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Most troubling to U.S. companies, though,
has been the rising number of customer service
complaints directed at overseas technicians. In
2004, Call Center Magazine, a key industry
trade publication, surveyed call center providers
from countries that included both India and the
Philippines (Dawson, 2004). Managers in these
centers reported that achieving “higher customer
satisfaction” was the single mostimportant metric
(75%) they used to gauge success in their business
(p. 18). Further, the outsource providers estimated
that 65% of their customers went away “highly
satisfied.” Consumers, however, reported they
were “highly satisfied” only 22% of the time (p.
16). Chief among their complaints: technicians
who were poorly trained and unable to resolve
their problem (Dawson, 2004, p. 18). Customers
have also reported issues understanding techni-
cians. These communication barriers are most
problematic in certain regions of India where
English-speaking technicians have thick accents
(Fairell et al., 2005).

From Outsourcing to Nearsourcing

Some multinational corporations responded to
customers’ complaints by moving their techni-
cal support operations out of India. In the most
publicized case, Dell Inc. pulled two of its busi-
ness product lines out of a Bangalore, India, call
center and relocated the operation back to the
United States (Chittum, 2004; Edwards, 2004,
Heller, 2004). Other companies have moved their
centers from India to the Philippines because
English-speaking Filipino technicians have ac-
cents closer to individuals who live in the United
States (Fairell et al., 2005).

The current trend is for multinational corpo-
rations to adopt a nearsourcing strategy where
they open centers in Canada, Mexico, and Latin
America (Beasty, 2005). Datamonitor, a lead-
ing industry research firm, reported that three
Latin American countries—Argentina, Brazil,
and Chile—offer call center providers the most

qualified applicant pool at the lowest possible
wage (Ebsco, 2005b). Whether this nearsourcing
strategy will be effective remains to be seen.

CALL CENTER TECHNICIANS AS
THE 215" KNOWLEDGE WORKER

As | have argued, the knowledge demands of call
center work are intense. Technicians who once
provided supportforasingle product line increas-
ingly field calls for multiple clients. As product
developmentcyclesshrink, thereisalsoincreased
complexity within the products or services first-
level technicians’ support. The challenge facing
call center management is how to keep these
low-paid, rather unskilled first-level technicians
up to date on the rapidly changing technologies
they support.

A related problem is that individuals who ap-
ply for these first-level technician positions often
lack the necessary computer skills and requisite
product or service knowledge to address custom-
ers’ issues effectively. In response, call center
providers spend millions of dollars each year to
train these new first-level technicians (Downing,
2004). However, even the best designed training
curriculum rarely provides incoming first-level
technicians with the details they will need to
correctly diagnose, and then answer, their cus-
tomers’ questions. Consequently, technicians, like
any knowledge worker, use various strategies to
search for the information they need to perform
their jobs effectively. In most centers, manage-
ment has developed formal knowledge tools,
also called online help systems, for this purpose
(Das, 2003).

The quality of these knowledge management
tools varies widely across the industry. This
helps explain the surprising results from a recent
study conducted at Consumer Reports’ National
Research Center. In that study, researchers found
that only 55% of consumers who contacted their
computer manufacturer for technical support
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had their problem resolved (Consumer Reports,
2006).

There are several possible reasons why this
could happen; however, | will address two of the
most likely scenarios. First, it is possible techni-
cians failed to use the knowledge tools manage-
ment had made available to them. Instead, they
relied on more interactive search strategies such
as face-to-face communication with colleagues
or participating in chat room sessions. Second,
even if call center management mandates the use
of such tools, the tools simply may have been too
difficult for first-level technicians to use.

The Problems Associated with
Technicians Asking Colleagues for
the Answer

When customers call with questions first-level
technicians cannot immediately answer, techni-
cians’ natural tendency is to ask their colleagues
whositnearby ifthey know the answer (Downing,
2004). It is usually easier for employees to ask
someone they know and trust a question rather
than rely on printed manuals or to call someone
outside their immediate communication network
(Holman, Epitropaki, & Fernie, 2001).

Inacall centerenvironment, customer satisfac-
tion depends, in large part, on how quickly tech-
nicians can solve customers’ problems. The first
problem with technicians’ asking their colleagues
for answers is it requires first-level technicians
to place their customers on hold. This, in turn,
increases talk time on the call. Low talk time is
important since customers placed on hold are
up to 25% less likely to repurchase a product or
service from the company (Clegg, 2004).

The call center management also evaluates
its first-level technicians on whether they can
successfully answer customers’ questions on the
first call (high first-call resolution rate). First-call
resolution, along withtalk time, are both positively
related to increased customer satisfaction on an
account (Feinberg, Kim, Hokama, de Ruyter, &
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Keen, 2000). Yet another issue associated with
asking colleagues for help is that there is no
guarantee they will provide a correct solution to
the customer’s problem. If this proves to be the
case, the customer will have to contact the center
againtoresolvetheissue. This, inturn, negatively
affects first call resolution scores.

Alternative Strategies First-Level
Technicians Use to Find Solutions

Sometimes call center management will develop
interactive channelsthatallowtechnicianstoshare
knowledge. For example, in a synchronous chat
room environment, first-level technicians can re-
quest help fromtheir more experienced colleagues
whoare second-level technicians. Using Microsoft
Chatorasimilartechnology, technicians caneither
talk to the entire community of technicians that
are logged on to the system or they can whisper
toindividual users. Second-level technicians also
can monitor first-level technicians’ talk times. Ifa
first-level technician’s talk time reaches a critical
threshold, experienced second-level technicians
can jump in to ask if the technician needs help
with the call.

KNOWLEDGE MANAGEMENT
TOOLS IN CALL CENTERS

Instead of having first-level technicians’ ask their
colleagues for answers or developing “informal”
knowledge tools like chat rooms, call center pro-
vidersare better off developing formal knowledge
tools that their first-level technicians will volun-
tarily adopt. A formal knowledge management
tool is viable in a call center environment since
roughly 80% of the support calls first-level techni-
ciansfield have already been answered by another
technician on the account (Hollman, 2002).

As | argued in the previous section, if these
tools are already in place but technicians have
chosennottousethem, one likely culpritisthatthe
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tools are too difficult to use. Indeed, researchers
(Davis, 1989; Rogers, 1995) have long argued that
for a new technology to be successfully adopted
inthe workplace, the technology must not only be
easy touse (perceived ease of use), butemployees
also must see how using it will help them perform
their jobs more efficiently (perceived usefulness).
Thus, a new knowledge tool must help first-level
technicians meettheir performance metrics, which
include achieving high first-call resolution scores
and low talk and average handle times. (Average
handle time is the average amount of talk time a
technician spends with his or her customer, in-
cluding any time customers’ spend on hold.) The
problem, as we shall soon see, is that traditional
(Web-based) knowledge tools in use at many call
centers fail to meet this criterion.

Two Types of Formal Knowledge
Tools

Online Help Tool with a Search Box
Query

Most knowledge tools use a Web-based interface
that requires users to enter a keyword query
directly into the tool’s search box. The tool then
searches fordocumentshoused inits help database
that match these keywords. Microsoft’s Online
Help (support.microsoft.com) providesanexample
of this type of knowledge tool.

A knowledge tool’s effectiveness is related
to the accuracy and comprehensiveness of the
documents that software engineers have selected
to populate the tool. Typically, product engineers,
technical writers, and learning design specialists
create this technical documentation.

Interestingly, first-level technicians often use
the same help tool the client makes available for
free to its consumer end user. Both first-level
technicians and consumers share acommon trait:
both are novice users. Tsoukas and Vladimirou
(2001) argued that novice users have difficulty
using this type of help interface because they lack

the requisite technical knowledge and cognitive
complexity to enter “correct” keywords into the
search box. To illustrate, Juniper Research, a
market research firm, surveyed more than 2,700
consumers and found that among the 80% of re-
spondents who had used this type of knowledge
tool, fully 46% had difficulty constructing their
search queries (Daniels, 2003).

After the tool searches the database, it returns
the title and often a brief abstract of technical
documents that match the keywords. Users can
then click on the hyperlink to receive the full text
of the document. A second and related problem
with this type of interface is it returns too many
documents to be helpful to the user (Daniels,
2003).

Decision-Tree-Type Help Interfaces

Software designers also can develop an alterna-
tive knowledge tool for call center technicians
that use a decision-tree-type help interface. As
with the other tool, first-level technicians ask
their customers to describe the symptom(s) of the
problemthey are experiencing with the product or
service. Technicians then type the symptom into
the tool. After technicians hit Enter, the software
applicationthatdrivesthetool directstechnicians
to ask their customers a series of questions, one
symptom-related issue at a time. This serves to
narrow down the likely cause of the problem.
Initially, the scope of these questions is broad.
However, the tool uses case-based logic—also
called a decision tree—to narrow down possible
solutions to the customer’s problem. At the end
of this deductive process, the tool interprets the
probability level of its proposed solutions.
Inhisrecentstudy, Downing (inpress) reported
how ClientLogic, aglobal call center provider based
in the United States, worked with one of its clients
to develop a knowledge tool that incorporated a
decision-tree-type help interface. The new tool re-
placed anexisting search box interface ClientLogic
technicians already used on the account.
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Approximately 600 first-level ClientLogic
technicians used the new knowledge tool for
four months. ClientLogic officials then applied
internal performance metrics (average handle
time and first-call resolution) to compare the
decision-tree-type interface with the more tradi-
tional search box tool. At the end of four months,
average handle time on the account decreased by
2%. Further, over the course of the study, issue
resolution rates increased by an average of 1% a
week. Downing concluded that a decision-tree-
type interface holds special promise in call center
environments because of the limited knowledge
required of first-level technicians to use this type
of tool properly.

Keeping Knowledge Tools Up to
Date

Regardless of what type of knowledge tool first-
level technicians’ use, they will still field non-rou-
tine calls from their customers. Since the answer
to a customer’s problem is not yet included in the
tool, first-level technicians will have to escalate
the call to second-level technicians who support
the account. The second-level technician, inturn,
may have to conduct outside research to find a
solution to the customer’s problem.

Call center management must have a process
in place where second-level technicians take this
(oftentactic) knowledge and make this knowledge
explicit. Only then can this knowledge later be
added to the tool. Further, management also must
gather information from chat room transcripts,
e-mails, and other material collected through
informal search procedures, catalog it, and then
index the information so it can later be incorpo-
rated into the system.
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The Importance of Securing Buy-In
from Second-Level Technicians

Animportantsuccess criterionis for second-level
technicians to participate in the decision-making
process to adopt any new knowledge tool that
is brought into the center. In many call center
environments, second-level technicians earn the
esteem of their first-level colleagues because of
the specialized knowledge they have learned on
the job. A formal knowledge tool tries to codify
this specialized knowledge and include its con-
tents in the tool. Once first-level technicians
discover that the tool contains this knowledge,
second-level technicians’ informational power
can dissipate quickly.

Second-level technicians, then, often have the
most to lose if a knowledge tool is implemented
in their center. This creates a paradox for center
management. Second-level technicians’ technical
savvy and expertise position them as excellent
candidates to be early adopters of new technolo-
gies in the center. At the same time, how these
opinion-leaders frame the new tools to their first-
level technician colleagues will go a long way to
determining if the knowledge tools will reach a
critical mass of users within the center.

Incentives for First-Level
Technicians to Use the Tools

For call center management to implement a
tool that will achieve this critical mass, manage-
mentneedsto understand the incentivesthatdrive
employee behavior. Unfortunately, little isknown
aboutfirst-level technicians’ subjective experience
with knowledge management tools. However, IT
scholars have published many empirical studies
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that investigate why employees choose to adopt
different technologies in the workplace. Earlier,
I argued that perceived usefulness and perceived
ease of use of a new innovation (Yi, Fiedler, &
Park, 2006) are perhaps the two most critical
factors in this adoption decision. In a call center,
a knowledge tool that takes too long to answer a
customer’s question, and worse, does not include
relevant knowledge for this purpose, is unlikely
to be used by technicians (Downing, 2004).

Moore and Benbasat (1991) have claimed that
to be successfully adopted in an organization,
employees’ use of the new innovation must be
visible to others in the company. Thus, the adop-
tion will be successful to the extent it strengthens
employees’ social status in their work group (Ven-
katesh & Davis, 2000). Another interesting line
of research seeks to understand why employees
voluntarily adopt a new technology. For instance,
the perceived enjoyment employees’ gain from
using the innovation, Chin and Gopal (1995) ar-
gued, helps explain why a particular technology
succeeds or fails in the workplace.

A related research area that holds much prom-
ise is studying how the structure of a particular
job task—in this case, the use of a knowledge
tool—invites employees to become immersed
in the task. Csikszentmihalyi (1997) calls this
state of total attention to the task at hand flow. To
achieve flow, employees must undertake job tasks
that include clear and achievable goals. Further,
employees must receive immediate and relevant
feedback about how they have achieved these
goals. Employees’ individual skill levels mustalso
meetthe cognitive demands of the task. Tasks must
be demanding enough to challenge the employee,
but not so demanding that completing the job task
leads to increased employee stress.

Aproductive line of future study for call center
researchers will be to study how the structure of a
particular knowledge tool—that s, usinganonline
help tool with search box vs. a decision-tree-type
help interface—affects first-level technicians’
feelings of personal accomplishmentto solve their

customer’s problems. Further, researchers must
continue to study how differences across cultures
(Heijden, 2003; Igbaria, Livari, & Maragahh,
1995) affect first-level technicians’ decisions to
adopt and continue to use online knowledge tools
in call centers.

RECOMMENDATIONS

For multinational organizations to attract and
retain their call center operations, companies
must develop knowledge tools technicians can
quicklyandaccurately use to answer their custom-
ers’ issues. Call center research is in its infancy;
as a result, few empirical research studies have
investigated this phenomenon. Indeed, most call
center research consists of individual case stud-
ies. Clearly, more longitudinal research is needed
on this topic. Nevertheless, the following three
recommendations can help ensure this process
flows as smoothly as possible:

1. Ask key opinion-leaders to participate in
the decision to adopt the knowledge tool.
Second-level technicians who participate
in the process are also more likely to later
contribute knowledge into the tool (Klein
& Ralls, 1995).

2. Develop a tool that is easy for technicians
to use and that provides technicians with a
quick solution to their customer’s problem.
Management also should consider using
a decision-tree-type help interface, not a
traditional search box tool, if first-level
technicians on the account lack the techni-
cal knowledge needed to enter the “correct”
keywords into the tool. If the tool takes too
long for first-level technicians to use, they
may regress to the more informal search
process, where customers are placed on
hold and technicians ask colleagues who
sit nearby if they know the answer to the
customer’s problem.
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3. Design a formal reward and recognition
system that acknowledges those techni-
cians, especially second-level technicians,
who often contribute new information into
the tool. If users are allowed to “sign” their
contributions to the knowledge tool, they
may be more motivated to share their in-
formation.

FUTURE TRENDS AND
CONCLUSION

The U.S. Department of Labor, Bureau of Labor
Statistics (2005) expects customer service posi-
tions, which include call center technicians, to
grow by 18-26% by 2014. To decrease costs, call
center providers are investigating online support
channels like e-mail and chat—both of which are
less expensive than having a technician speak
with a customer on the phone (Hollman, 2002).
Regardless of what form the communication takes,
first-level technicians will still have to use some
type of formal knowledge tool to answer their
customers’ questions.

In many ways, the key to building a successful
knowledge tool is tied to innovations in natural
language search protocols (Daniels, 2003).
Natural language search will allow technicians to
construct a search query using their own vocabu-
lary and will not require technicians to learn the
complex technical lexicon that is needed to use
most of the knowledge tools in use today.

In this chapter | have argued how formal
knowledge tools can help first-level call center
technicians perform their job more effectively.
Technicians who work in these centers offer re-
searchers a differenttype of “knowledge worker”
relative to the engineers, consultants, and other
types of “professional” knowledge workers that
most researchers study. As such, call center envi-
ronments hold promise for researchers interested
in how knowledge workers use help tools to
perform their jobs more efficiently.
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ABSTRACT

Multiple case studies in India, The Gambia, and Nigeria are the background for an empirically grounded
framework of knowledge management (KM). Cultural diversity and gaps in the provision of infrastruc-
ture make managing knowledge challenging but necessary in developing countries. These cultural and
infrastructural issues are also related to governmental, educational, political, social, and economic
factors. These environmental factors interact with organizational variables and information technology
to enable or constrain knowledge management processes in the creation and protection of knowledge
resources. The framework can help organizations to prepare their KM projects, to reveal problems dur-

ing the project, and to assess its outcomes.

INTRODUCTION

KM frameworks assist us in establishing a focus
for KM efforts (Earl, 2001). These frameworks
can also help organizations to approach KM
methodically and consciously. They can help
to identify a specific approach to KM, to define
goals and strategies, to understand the various
knowledge management initiatives, and then to
choose the best ones for the particular circum-
stances (Earl, 2001; Maier & Remus, 2001). There

have been several proposed frameworks to guide
KM efforts in organizations. However, these
frameworks do not address KM across the full
spectrum of organizational needs (Calaberese,
2000) but instead address certain KM elements.
There is, therefore, a need for a comprehensive
KM framework that considers the full range of
organizational dimensions.

Three reviews (Holsapple & Joshi, 1999; Lai
& Chu, 2000; Rubestein-Montano, Liebowitz,
Buchwalter, McCaw, Newman, & Rebeck, 2001)
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have discussed the components and assumptions
of the frameworks proposedto date. There appears
to be a consensus on the need for a more general-
ized framework, and, consequently, these authors
also outline recommendations regarding such a
framework. All agree that the basic components
should be knowledge resources, KM processes,
and influences. Even though the existing and the
suggested frameworks recognize varying organi-
zational contexts, they have not considered dif-
ferencesinthe operating environmental contexts.
This is similar to the information systems (IS)
literature, where very few studies address global
diversity (Avgerou, 2002; Walsham, 2001).

The importance of the local operating envi-
ronmental context has already received some
attention in e-commerce (Simon, 2001), ERP
(Wassenar, Gregor, & Swagerman, 2002), and
IS development methodology research (INDE-
HELA Project, 1999). Also, King, Gurbaxani,
Kraemer, McFarlan, Raman, and Yap (1994)
comprehensively discuss institutional factors in
informationtechnology innovation. Inknowledge
management, however, there is a basic need for
consideration of the diverse environmental context
and how it could influence other issues involved.
The framework described here is designed to ad-
dress that need, by focusing on the local cultural
and infrastructural factors that could interact with
organizational factorsand information technology
and the resultant effect on knowledge processes
and resources.

GLOBAL DIVERSITY AND
SIGNIFICANCE OF A NEW
FRAMEWORK

Our view on global diversity recognizes the
existence of different organizational contexts
and that assumptions cannot be simply made
about the pattern of organizational performance
and innovations (Avgerou, 2002). For example,
the wide gap in the availability and use of ICT
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across the world, and the influences ICT exerts
on globalization, raise questions about the feasi-
bility and desirability of efforts to implement the
development of ICT through the transfer of best
practices from Westernindustrialized countriesto
developing countries, and whether organizations
canutilize such ICT inaccordance with the socio-
cultural requirements of the contexts (Avgerou,
1998; Morales-Gomez & Melesse, 1998; Walsham,
2001). Previous research (Avgerou, 2002; Bada,
2000; Walsham, 2001) concludes that diversity
and local context does matter, and that the global
techniques employed in western industrialized
countriesshould notbe implemented mechanically
in developing countries without consideration for
the local context (Bada, 2000).

The conceptof description proposed by Akrich
(2000) also expresses our understanding of global
diversity and the significance of a context-aware
framework. Akrich argues that when technolo-
gists define the characteristics of their object, they
necessarily make hypotheses about the entities
that make up the world into which the object is to
be inserted. They also assume that the designers
define actors with specific tastes, competences,
motives, aspirations, political prejudices, and
the rest. They assume that morality, technology,
society, and the economy will evolve in particular
ways. In a nutshell, they inscribe their vision, or
prediction aboutthe world, into the technical con-
tent of the new object. Karsten (2000, p. 21) also
suggests that “the functions of these (technical)
systemst are not predetermined, but only evolve
withinspecific, socio-political contexts.” Focusing
on specific contexts will help to move away from
unfruitful general claims and all-encompassing
pictures, enabling us to see a technical change as
embedded in a larger system of activity, having
consequences that depend on peoples’ actual
behavior, and taking place in a social world in
which the history of related changes may influ-
ence the new change.

We are aware of the force of globalization and
itsassumed homogeneity. However, globalization
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does not mean imposing homogenous solutions
in a pluralistic world. It means giving a global
vision and strategy, but it also means cultivating
roots and individual identities. It means nourish-
ing local insights, but it also means re-employing
communicable ideas in new geographies around
the world (Das, 1993). The adoption and usage of
suchatechnology framework will vary according
both to local socio-cultural and organizational
contexts, and to the national context, including
government, economic, and political systems,
educational systems, and history, culture, and
infrastructure (Schneider & Barsoux, 1997).

A KM framework can be seen as an IS inno-
vation (Avgerou, 2001), a technology (Walsham,
2001), or a technical object (Akrich, 2000). Con-
sidering the context in which they are designed
and their designers, it can be argued that some
basic assumptions (to be discussed later) about
the KM processes and influences have been
inscribed into these frameworks. An attempt
to describe and apply the framework in another
context might be problematic. Hence, a context-
aware framework, with specific consideration for
the operating environmental factors and for the
organizational factors that are closely related to
the environment, could help to move us toward a
more universally applicable KM framework, as
wellasincreasing our sensitivity to the importance
of global diversity.

TOWARD A CONTEXT-AWARE
FRAMEWORK

Theoretical Background

In this paper, we synthesize some of the insights
from our studies to build a context-aware frame-
work, including an explanation of its components.
The framework is called KAFRA (an abbrevia-
tion of Kontext Aware FRAmework). In building
KAFRA, we relied on some well-known concepts
and theories in organization studies in order to

support our arguments. Leavitt (1965) calls for
interdependence of organizational variables for
effective organizational change, and Scott (1998)
asserts that environment and organization are
inseparable. The institutionalist perspective of
Powell and DiMaggio (1991) also supports the
argument on the need to consider the operating
environment ina KM framework. Following Pet-
tigrew’s contextualistapproach (1987), forastudy
on change to contribute toward a robust theory
or framework that can guide practice, it must
examine change as a process and in a historical
and contextual manner (Bada, 2000). Hofstede’s
(1997) cultural model and Galbraith’s (1977)
concept of organization design are also brought
in to strengthen the arguments for the KAFRA
framework. Initially, the design of the study, data
collectionand analysisand subsequenttheorizing
and building of the framework was influenced by
socio-technical systems (STS) theory. Thus, we
next present a brief overview of the STS theory
and knowledge management.

Socio-Technical Systems Theory and
Knowledge Management

Associo-technical systemis defined as acombina-
tion of a social and a technical subsystem (Trist,
1981). Rather than insisting that individual and so-
cial units must conformtotechnical requirements,
the socio-technical systemstheory emphasizesthe
needs of both (Scott, 1998). One of the guiding
premises of this approach is that work involves
a combination of social and technical requisites
and that the object of design is to jointly optimize
both components without sacrificing one to oth-
ers. This approach provides a broad conceptual
foundation as well as insights into the nature of
routine and non-routine work design. STS has
been applied both in systems development prac-
tice and in the analysis of ICT functionality and
organizational changes (Avgerou, 2002; Lyytinen
Mathiassen, & Ropponen, 1998; Mumford &
Weir, 1979). There has also been application of
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socio-technical systems theory in KM (Coakes
Willis, & Clarke, 2002; Pan & Scarbrough, 1998;
Sena & Shani, 1999).

Inasimilar manner, Leavitt (1965) recognized
the complexity and diversity of organizations
by identifying four socio-technical variables
(structure, task, technology, and people) that
need to interact together in a balanced way to
bring about organizational change. Scott (1998)
added environment as another element, sug-
gesting that organizations and environments are
interdependent in terms of information systems
and cognitive processes and in terms of envi-
ronmental effects on organizational outcomes.
Theyarealso interdependentin more direct ways,
since organizations attempt to directly influence
environments and vice versa.

Leavitt's Diamond Organization Model

The Leavitt Diamond (Figure 1) gives a balanced
view of the complexities that affect KM framework
by positioning technology in strong relationships
to the tasks carried out, the people participating
in these, and to the organization of the tasks and
the people, for example, the structure. It has been
widely adopted and cited (e.g., EI Sawy, 2001,
Mumford, 1993; Schéfer, Hirschheim, Harper,
Hansjee, Domke, & Bjorn-Andersen, 1988; Wig-
gins, 2000) as a basis for understanding organi-
zational changes.

Figure 1. Leavitt’s diamond organization model
(Leavitt, 1965)

Structure

Task _ﬁl‘echnology

People
(Actors)
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Leavitt’s Diamond shows four sets of organiza-
tional variables: task, people (actors), technology,
and structure. According to Leavitt (1965), these
fourgroups of variablesare highly interdependent,
as indicated by the arrowheads, so that change
in any one usually results in compensatory or
retaliatory change in others. Technologies are
considered tools that help organizations to get
work done and mechanisms for transforming
inputs to outputs.

This view corresponds to ours: knowledge
management is not only about managing knowl-
edge-work processes or the people that carry out
these processes, since technology and organi-
zational structure are also affected. A position
explored in the framework is that by studying
the balance of all these variables, it is possible to
bring outthe value of the knowledge management
efforts in an organization. Therefore, rather than
trivializing any one of the variables or neglect-
ing one set (such as technology), the framework
considers all equally and gives priority to all the
variables so that knowledge management efforts
can achieve maximal success.

Summary

The work of knowledge-based organizations is
usually non-routine and needs to be supported
by balancing all the variables mentioned earlier.
Thus KM from the socio-technical perspective
will require all activities that support the social
subsystems (the nature of human capital, i.e., the
people with knowledge, competencies, skills,
experience, and attitudes), a technical subsystem
(the production function, i.e., the inputs and the
technology that convertinputsinto outputs),andan
environmental subsystem (including customers,
competitors, and a host of other outside forces)
(Sena & Shani, 1999). Any framework to support
KM should integrate these main variables and put
proper emphasis and consideration to diversity
in various environments, since all organizations
exist in a specific geographical, cultural, tech-
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nological, and social environment to which they
must adapt.

Tothese general theoretical perspectivesonthe
influence of local diversity in an organization’s
environment, we add our own insights concern-
ing cultural and infrastructure diversity and their
influences on KM based on findings from the
multiple case study. The diversity in our study
organizations—which include national and inter-
national organizations in different research fields
— formed the basis for the evidence on contextual
issuesinorganizational variables and information
technology. We next present the methodology and
approaches to data collection.

The Study

Most of the studies that form the basis of the
existing frameworks have been carried out in
organizations in Western industrialized coun-
tries where there can be similar assumptions
about the components of the framework. To add
a new perspective, we conducted our study in
developing countries. These countries afford us
an opportunity to see the differences in culture
(Hofstede, 1997) and infrastructure provision
(The World Bank Group, 2004) at the local level.
An empirical study was conducted on KM in
six research organizations in Nigeria and The
Gambia and two research organizations in India.
Nigeria is representative of countries in sub-Sa-
haran Africa due to its large population and huge
natural resources. Oil exploration has particularly
attracted many multinational companies that are
characterized by Western management styles.
The Gambia presents a contrast to Nigeria as
one of the smallest countries in sub-Saharan
Africa but with a reliable infrastructure. India
is representative of countries in South Asia, by
population, culture, and business environment.
India is a major site for offshore software pro-
duction (Lateef, 1997), and it was anticipated
this would be evident in both the environmental
context and the organizational variables. The

advances of India in software business and the
commitment of government in knowledge-based
activities make it a strategic place to study KM.
However, these industries are in the minority and
could not be viewed completely as indigenous.
The methodology used was a multiple case study
(Yin, 1994) with data analysis carried out on the
organizational level (Korpela, Mursu, & Soriyan,
2001). Both quantitative and qualitative data was
collected using questionnaires, interviews, non-
participant observation, and reviews of historical
documents.

The discussion in this paper summarizes rel-
evant aspects of these studies. The results show
differences in assumptions on the influence of
KM, especially when the local operating envi-
ronment context is considered. Our study shows
how the availability and use of information and
communication technologies could support KM
processes and how the Internet especially ap-
pears to provide a gateway to the international
research community. This would suggest raising
IT to be a major component in a comprehensive
KM model. These findings also indicated some
issues about leadership, structure, and culture
that are contextual to each organization and the
environment in which they operate. A conclusion
of our study is that a KM framework needs to
have contextual relevance for organizations in
diverse social-cultural environments. It should
align information technology, people, structure,
knowledge processes, and socio-cultural and
organizational influences to make knowledge
management sustainable.

Research Methods

The contextual issues in a KM framework were
studied through a multiple-case study and analy-
sis of eight different research organizations. Yin
(1994) observed that the triangulation of multiple
sources of evidence permits convergence and
corroboration of findings and building a stronger,
more convincing basis for conclusions. While
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the conduct of a multiple-case study can require
extensive resourcesand time, the evidence is often
considered more compelling than from a single
case, and the study can be regarded as more ro-
bust. We carried out our study in two countries in
sub-Saharan Africa, in Nigeria and The Gambia,
and intwo organizationsin India. These countries
have different levels of infrastructure and cultural
differences. Forexample, intelecommunications,
The Gambia has a significantly higher penetra-
tion (The World Bank Group, 2004). We assumed
there would also be differences in organizational
infrastructures across countries.

The Case Organizations

Of the six organizations in Nigeria, three are
international: International Institute of Tropical
Agriculture (I1TA), Medical Research Council
Laboratories (MRC), and International Try-
panotolerance Center (ITC). Three are national:
National Agricultural Research Institute (NARI),
Nigeria Institute of Social Economic Research
(NISER) and Nigerian Institute of Medical Re-
search (NIMR). The national organizations are
mainly dependent on the national government for
their basic funding. Usually the international orga-
nizations have asubstantial number of expatriates
working in them for the duration of their project.
Three of the organizations are large, with more
than 500 staff members. The smaller three have
100-200 staff members. All of the organizations
carry outtheir research within several sites. Also,
all of them have in-country and international col-
laboration with other institutions. Thus, they all
work in a wide network of sponsors, customers,
and cooperating institutions. India’s two organiza-
tionsare International Crop Research Institute for
the Semi Arid Tropics (ICRISAT), aninternational
organization with a staff of more than 500, and
National Institute of Mental Health and Neurosci-
ence (NIMHANS), a national organization also
with a staff of more than 500.
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The study used several methods of data gather-
ing. The two main questionnaires were the KM
diagnostic and the information technology infra-
structure (ITI) services assessment instrument
(see Okunoye & Karsten, 2001 for more details).
These were complemented by semi-structured
interviews and short-time on-site observations
of knowledge management enablers.

Organizational documents and presentations
by senior management about their KM-related
initiatives were collected and analyzed. A similar
approach in data gathering has been applied in a
study ontherelationship between I T infrastructure
and business process re-engineering (Broadbent,
Weill, & St. Clair, 1999). Between January and
March 2001, we visited all six organizations
in Nigeria and during the summer of 2002, we
visited the two organizations in India. The visits
lasted for about two weeks each. Some of the
research sites of each organization were visited
and as many as possible of the relevant people
were interviewed, especially the heads of sec-
tions, the IT managers, and the librarians, to fill
out the gquestionnaires and to provide the docu-
ments. Individual researchers provided valuable
insight into the actual work processes. In the
Nigeria study, a total of 48 people participated
in the research: 29 were interviewed and did the
questionnaire, eight did the questionnaire only,
and 11 were interviewed only. However, only
31 out of the 37 questionnaires were included in
the final analysis, because six of them had to be
eliminated due to low responses to the questions.
In India, 26 people participated: 16 people were
interviewed and completed the questionnaire, six
did the questionnaire only, and four were inter-
viewed only; 19 out of 22 questionnaires were
included in the final analysis and three had to be
eliminated due to low responses to the questions.
The interviews were recorded on audiotape and
in afield diary and later transcribed. As the visits
were brief and as all instruments had to be filled
outwith the researcher present, the time was only
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sufficient for observation of some KM practices
(see Okunoye & Karsten, 2002a, 2002b, 2003;
Okunoye, Innola, & Karsten, 2002 for detailed
results).

COMPONENTS OF KAFRA
FRAMEWORK

Environmental Factors

Environmental factors include those factors
outside the organization that directly influence
its activities. Holsapple and Joshi (2000) include
governmental, economic, political, social, and
educational factors (GEPSE) here. There are also
indirect factorssuch as culture and national infra-
structure. The operating environmentvaries from
organization to organization, between countries,
and also fromone site to another withinacountry.
Yet many frameworks that guide organizational
strategies and development simply assume a
homogeneous environment and thus exclude it
from their design. A common assumption is that
organizationswill consider the GEPSE factors that
have a direct economic impact on their operation
but that indirect factors such as the culture and
the infrastructure are irrelevant2. However, our
empirical studies tell us that these indirect factors
also significantly influence organizational vari-
ables. This is consistent with a growing literature
in the U.S. that documents the importance of

managing cultural diversity factors to improve
organizational systems (Cox, 2001; Thomas,
Roosevelt, Thomas, Ely, & Meyerson, 2002).

Infrastructural Issues

The national infrastructure can be said to include
education, banking, cooperatives, transporta-
tion, and communication systems. Scholars have
pointed out the influence that these systems have
on the organizational IT infrastructure (Weill &
Vitale, 2002). The infrastructural issues are de-
rivatives of several other environmental factors,
and this discussion thus cuts across many other
issues. The infrastructural capability of acountry
is likely to influence the kind of technology the
organization can deploy. It could also determine
the extent of the application and sustainability of
this technology. The extent to which countries
provide infrastructure at the national level clearly
affectsthe infrastructure of organizations inthese
countries. Most of the technological problems as-
sociated with environmental factors are beyond
the control of single organizations. There are
considerable differencesinthe IT infrastructures
globally between countries, that is, between West-
ern and developing countries (The World Bank
Group, 2004). The differences within developing
countries are also wide, as illustrated in Table
1. Specifically, in our study and as evidenced in
the literature (Barata, Kutzner, & Wamukoya,
2001; Darley, 2001; Odedra, Lawrie, Bennett,

Table 1. Infrastructural differences between Nigeria, The Gambia, India, and the USA (The World Bank

Group, 2004)

ICT infrastructure, computers, and the Nigeria The India USA
Internet Gambia

Telephone mainlines/1000 people 4 26 32 700
Mobile phones/1000 people 0 4 4 398
Personal computers/1000 people 6.6 115 4.5 585.2
Internet users (‘000) 200 4 5,000 95,354
Internet speed and access® 2.5/7 3.6/7 6.6/7
Internet effect on business’ 3.3/7 3.217 5.0/7
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& Goodman, 1993) and available statistics (The
World Bank Group 2004), the problem withthe IT
infrastructure ismore pronounced in sub-Saharan
Africa (SSA)thanin India, where the government
has invested heavily in it. Most of the problems in
SSA can be attributed to the government’s lack
of preparedness to commit sufficient resources to
develop the national infrastructure, which could
as a consequence improve the infrastructures
available to organizations. The low availability
and utilization of IT infrastructure in sub-Saha-
ran Africa and the lack of expertise to support
the physical infrastructure has been widely dis-
cussed (e.g., Moyo, 1996; Odedra et al., 1993).
According to our study, while the availability
of IT infrastructure has the expected significant
effect on the knowledge management efforts,
its under-utilization and the lack of technical
expertise to support its proper application to the
knowledge management processes becomes an
even bigger problem.

For example, in Nigeria, individuals were
expected to bear the cost associated with Internet
use in the national research organizations we
studied:

...if you understand, it [Internet] is not widely
available for some reasons, cost, which implies
that cost of access is high, even though you have
opened it up to everybody, the cost is scaring
them off and they are not using it. That is why |
was a bit eh eh, but there is access. You have to
pay N200 (about $2) for 15 minutes of browsing,
some of them use it when it is very important and
critical... (Mr. B, NISER)

Thiswasnotthe case in Indiaand The Gambia.
Also, the Indian government’s long-term invest-
mentineducational and social infrastructures has
provided a large pool of qualified I T practitioners
(Lateef, 1997; Tessler & Barr, 1997). This has
a high impact on the kinds of technology they
are able to use in their organizations. They have
been able to design the required KM applications
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and to provide adequate support, sometimes at a
cheaper cost when compared to Nigeria and The
Gambia. This was not the case in SSA, where
getting qualified IT support and management
personnel continue to be amajor problem (Odedra
etal., 1993).

These examples show the kind of influence
the provision of infrastructure in a particular
environmental context can exert on the informa-
tion technology that can be deployed within an
organization. It also shows the effect on usage;
where individuals are responsible for the cost of
using technology, itis likely to discourage the use
of this technology. Thus, a framework that could
be applicable in this context should provide for
the assessment of infrastructural provision in the
environment where the organization operates.

Cultural Issues

Several authors have demonstrated how national
culture influences management practices. For
example, Schneider and Barsoux (1997) relate
culture to each of the organizational variables
that have been identified as having a great influ-
ence on KM (American Productivity and Quality
Center, 1996). Weisinger and Trauth (2002) have
argued that cultural understanding is locally
situated and negotiated by actors within a spe-
cific context. In information systems research,
national culture has been noted to influence,
among others, IT utilization (Deans et al., 1991),
IT diffusion (Straub, 1994), and technology ac-
ceptance (Anandarajan, Igbaria, & Anakwe, 2000;
Straub, Keil, & Brenner, 1997). As noted, earlier
KM frameworks (Holsapple & Joshi, 1999; Lai
& Chu, 2000; Rubenstein-Montano et al., 2001)
recognize different organizational cultures, but
they are generally silent on the effect of different
national cultures.

The best-known and most widely used cul-
tural model was developed by Hofstede based
on a study conducted among IBM employees
working in different countries in the late 1960s
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(Hofstede, 1997). Hofstede included four dimen-
sions of national culture: power distance, uncer-
tainty avoidance, individualism-collectivism, and
masculinity-femininity. He later added a fifth
dimension, long- versus short-term orientation,
based on a study carried out in Asian countries.
The model helps bring out issues related to cul-
tural differences, and it provides some universal
measures with which to analyze them. According
to Walsham (2001), however, such measures are
too general and cannot be used to explain some
cultural differences.

According to Hofstede, countries in West
Africadiffer culturally from the USA, especially
in the power distance and individualism-col-
lectivism dimensions. This study and our earlier
experiences, however, report some differences
within and between the countries in West Africa.
In western Nigeria, where three of the study
organizations are located, every village has a
well-defined hierarchy and family structure. It
is a societal norm to treat senior members with
absolute respect and obedience. Their views and
opinions are often accepted and their judgments
are not to be publicly questioned.

... To certain extent, given that for any particular
area, the programme leader is the expert in that
area, It is a requirement for whoever is heading
a particular programme to try during the course
of his tenure as the programme leader and get the
team under him involve in the day to day activi-
ties...the people underyou [the leaders] are really
undergoing apprenticeship so to say...and they
need to show respect. (Dr. SBO, NARI)

There is thus a substantial gap between the
leaders and their subordinates. Contrary behav-
ior (even when not necessarily wrong) by any
member of the community can be interpreted as
disloyalty and attract punishment. In the Nigerian
national research organizations located inwestern
Nigeria, it was very easy to recognize the leaders
and people in positions of power. Without careful

attention to this, implementing a framework that
assumes that everyone has freedom of expression
and equal rights could yield undesirable outcomes
in these settings. Our argument here is that each
organization should be studied in its own cultural
context, and thorough knowledge of this should
influence the application of the KM framework.

Organizational Variables

The organizational variables as a necessary con-
cernarerecognized inour study aswell as several
other studies and frameworks (Holsapple and
Joshi, 2000; APQC 1996). To succinctly describe
all organization issues that could influence KM,
the conceptual framework (Figure 2) developed
by Galbraith (1977) is adopted and modified by
adding organizational culture, which is another
important component in organizational design
(Schein, 1985). Task, culture, structure, informa-
tion and decision processes, reward systems, and
people are the commonly included organizational
variables. These need to be aligned for optimal
results (Galbraith, 1977; Leavitt, 1965).
Organizational structure is the distribution of
power and the shape of the organizational form.
People have competence, nature, and attitudes.
Information and decision processes include
especially the availability and accessibility of
information. Reward systems tell how the orga-
nization compensates its members for effective
performance (Nathanson, Kazanjian, & Galbraith,
1982). The task is the link between choices of
strategy and organization structure; decision pro-
cessesand individual personality vary systemati-
cally with the uncertainty of that task (Galbraith,
1977). The organizational culture includes the
shared values, beliefs, norms, expectations, and
assumptions that bind people and systems. The
organizational cultureisparticularly importantin
KM because it gives people a basis for stability,
control, and direction and helps them to adapt
and integrate other variables and technology
with the operating environmental factors. This

71



KAFRA

Figure 2. Organizational variables (Adapted from concept of organization design, Galbraith, 1977)
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framework enables a complete representation
of all the identified organizational enablers of
knowledge management. Organizational changes
could depend on how well the interrelationship
of these variables can support an organization’s
coreactivities, considering the available informa-
tion technology (Markus & Robey, 1988) and the
influence of environmental factors.

Organizational variables and knowledge man-
agement processesare mutually dependent. For the
success of a KM project, Davenport and Prusak
(1998) include many of the organizational vari-
ables as important factors. We cannot be talking
about KM even with all the processes without the
organizational variables to supportthem (APQC,
1996). Due to several factors, such as strategic
alliance, internationalization of firms and services,
technology transfer, globalization, and recent
advances in ICT, Western management styles
and forms of organization have a great influence
across the world. The success of multinational
corporations and consulting firms add to the as-
sumptions about the universality of management
strategies, including KM. Nevertheless, signifi-
cant differences due to cultural diversity exist, as
illustrated in subsequent paragraphs.

The people dimension of KM enablers can be
problematicinseveral respects; forexample, inour
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case, the international, expatriate staff members
tended to come and go and take their knowledge
with them. This had resulted in discontinuity:
knowledge could not be assessed, sustained, or
divested in any systematic way, as illustrated by
the quotes that follow:

...When | came there was atremendous knowledge
gap... because there was no documentation at
all...there was no written information, there was
no information on the computer, the people who
were there, were only able to provide a little bit
of information, but there was an awful knowledge
gap. (Dr. SDL, MRC)

...That’s true, that sort of information rests with
the individual involved. To handle this problem,
we want people to be appointed before the previ-
ous person has already left to avoid creation of
gap. It is a problem. You are right, most of that
information is with people that left...Yes that is
very true. | think you are right but the knowledge
and the expertise is linked to some people. That is
certainly true. Not only for us but also for other
similar research institutions and local organiza-
tions. Institutional knowledge seems to be very
fragile. | think that is right. But we have the
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infrastructure that is required to make sure that
knowledge is stored and accessible without really
depending on people... (Dr. SA, MRC)

The local staff members were often discour-
aged from ambitious projects as they were not
considered able to performbeyondacertain level.
They also often lacked the personal funds that
the expatriates might have for supplementing the
possibly meager resources at the institutes.

...Surely there is a lot of obvious difference. For
instance, the national research institutes and the
universities, which we called NARS, we put them
under NARS. They are handicapped by funding.
Their budgets are in Nairawhich keeps depreciat-
ing every time. And for them to procure materials
and whatever, they have to purchase from abroad
in dollar which is not available to them, they
have to convert, and buy at very high rates and
which may not be available. Apart from the facts
that they are under-funded, the little they have,
they can’t convert it to dollars, secondly, most of
them do not have the expertise we have, thirdly
they lack IT systems ...Even they don’t have up-
to-date books. Because they don’t have enough
funds to buy them, if you go to their library, they
have outdated materials. So, that is why if you go
to our library, you find many of them coming to
use the library here. Many of their scientists and
the lecturer of university come to use the library
here... (Mr. YA, 1ITA)

The people working in an organization
are directly influenced by their own identity
(Walsham, 2001), which could be influenced
by societal norms and values and controlled by
social, economic, and educational factors. For
example, while training and learning without
any formal certification could be acceptable for
employees in Western industrialized countries,
we found that employees in sub-Saharan Africa
would normally like to have a certificate for their
training. The reason is the importance attached

to a certificate as evidence of knowledge and the
prospect of getting a well-paid job, based on the
extent of certified training.

.1 think the financial incentive has mainly at-
tracted people initially to do the on-the-job train-
ing (OJT) and it is also slightly more popular. But
some of the main problems of OJT are still there.
Inthe culture here, and I think in Africaingeneral,
people don’t see the same value in training unless
there is a certificate or qualification attached to
it. So that’s one big part. Having a qualification
attached to OJT is a big issue in giving OJT the
credibility that it needs. (Dr. SA, MRC)

Similarly, knowledge as a source of power has
a different meaning to Western employees and
their developing countries counterparts. In many
developing countries, due to high unemployment
rates, lack of social security and benefits, and the
scarcity of well-paid jobs, employees may wish
to protect their source of competitiveness and
thus view sharing knowledge as giving away
their power.

...they should be jealous of their means of liveli-
hood [their knowledge]... (Professor HOTA,
NIMR)

The basic concept of knowledge varies from
one culture to another. This could impact the
effectiveness of organizational KM initiatives.
In each of the countries in our study, there is a
long tradition of recognizing some people as a
repository of knowledge; for example, the griot
in The Gambia, the babalawo in Yorubaland,
and the guru in India. Although it may not be
formally recognized in research organizations,
since itis basically overridden by the professional
culture, attention needs to be paid to differences
in people’s notions of knowledge and the effect
of this on organizations.
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...The Gurus are those with true knowledge and
gives only to his beloved student, only one stu-
dent. So since you ask about the knowledge and
the India traditional culture, let us talk about
“AMRITA” [Nectar of life], which if you drink
you never die. The people who know the AMRITA
never tell anybody. It automatically dies with
them. Likewise the gurus committed, unknowingly,
they committed...l cannot say sin, they just did
not see the importance of their knowledge and
never share it widely. They never share their full
knowledge, if they did, we would have the entire
traditional medicinal things we had in the past...
(Mr. Raju, ICRISAT)

One scientist in a national organization
explained how ascription is being used to rate
people’s contributions instead of achievement;
that is, people are judged by who they are and
not necessarily by what they do.

... There are some people who should be regarded
as a source [of knowledge] and not a threat [to
the leaders], but when you turn source to a threat,
people become discouraged ...People are not
always evaluated and promoted by what they
know but by who they know. (Professor HOTA,
NIMR)

As research organizations, our case organi-
zations shared many similar cultural features,
and the scientists also shared a similar profes-
sional culture. Yet there are notable differences
in the organizational culture of national versus
international organizations. While international
organizations exhibit combinations of cultures
(Weisinger & Trauth, 2002), which include cor-
porate culture, industrial culture, professional
culture, and some national culture of the local en-
vironment, the national organizations are greatly
influenced by the regional culture (e.g., western vs.
northern Nigeria). Also, the diversity inworkforce
of international organizations reduces the effect
of the interaction of national or societal culture
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with organizational culture when compared to
national organizations.

...The people here are highly educated. Theilliter-
ate thinks the moment they share the information,
the value is lost. But ours is a different organiza-
tion. Ours is a multicultural organization and this
culture is influenced by western culture and there
is free flow of information... (Mr. V, ICRISAT)

The task and structure dimensions had to do
with management, which was in some institutes
better than in others, and with ability to carry out
the tasks planned. Here the external circumstances
hadtheir strongestimpact: Ifthere isnoelectricity,
no working phone, and very slow mail, work in
generalisslowed down. Communication between
people not working at the same site is greatly
hampered. Visiting and sending messengers are
the only possibilities, and they take time.

...Of course, when we have electricity blackout
and telecommunication breakdown, we can’treach
anywhere and we can’t physically travel, we just
have to wait... (Dr. GE, MRC)

The organizational structure is closely related
to the societal structure, and the style of leader-
ship could be influenced by the orientation of the
people (Korpela, 1996). In the leadership pattern
inwestern Nigeria, we also observe that superiors
are often inaccessible and the power holders are
entitled to privileges in the organization. The
hierarchies in the community are also reflected
in the organization. This is in contrast to orga-
nizations in The Gambia. This has implications
for KM, as the organizational structure could
affect knowledge sharing and communication
(Davenport & Prusak, 1998).

Taken together, each of these has implications
for KM efforts in organizations. In KM research
and practice, it has typically been suggested that
particular attention be paid to organizational vari-
ables (often called enablers or influences), without



KAFRA

which the success of KM cannot be guaranteed.
With evidence that the assumptions about these
variablesare contextual, we contend here thatany
framework to support KM needs to consider each
variable in the context of each organization, with
due consideration also for the interaction with the
operating environment.

Information Technology

Information technology can supportthe processes
for knowledge creation, sharing, application,
and storage (Alavi & Leidner, 2001). It can also
enhance the interaction of individual, group, or-
ganizational,and inter-organizational knowledge
(Hedlund, 1994; Nonaka & Takeuchi, 1995). In-
formation technology availability and use varies
between countries, but also within countries and
between organizations. When there is little fund-
ing foran organization, there are fewer computers
and software applications for use, with lessaccess
time to the Internet and other IT services.

...The researchers are willing to learn but in
a situation where resources are not available,
research cannot be carried out without money. It
is a money gulping thing, it takes a lot of money
and you don’t expect immediate results, particu-
larly medical research. It is not something like
industrial research where you have a very big
breakthrough and you publicize that you have
been able to invent these things. | think medical
research is not like that. I think the past govern-
ment was not too keen on that. They didn’t make
money available for our researchers to work with.
They keep on searching for funding, except some
of them that are ready to spend their own money.
Somebody was just telling me that she needed a
reagent for her research work, she had to take a
cooperative loan to get it, the loan is not meant
for that kind of thing, but she had no alternative
for her research work, so that is a kind of problem
we have. Maybe with this present government,
things may improve. (Mr. A, NIMR)

In contemporary organizations, IT is not
only considered to support other organizational
processes but a source of competitive advantage
and even organizational core capability. IT en-
ables changes in the organizational structure and
supports communication within and between
organizations. IT can make the information and
decision-making processes easier. Thereis hardly
any aspect of organizations that IT has not af-
fected, including the way people think and carry
out their work processes (Lau, Wong, Chan, &
Law; 2001).

Accordingto Orlikowskiand Barley (2001), the
transformation in the nature of work and organiz-
ing cannotbe understood without considering both
the technological changes and the institutional
(specifically environmental) context that are re-
shaping economic and organizational activities.
They thus emphasize the interrelationship of the
environment, organizational variable, and tech-
nology. They argue that collaboration between
organizational issues and information technol-
ogy could increase the understanding of changes
taking place in the organization. In our study, we
found that organizations with high information
technology capability were generally able to sup-
port knowledge processes better. The application
of technology also depends on skills and abilities
of individuals and the support of management,
which are also organizational issues.

Many technologies cansupport KM processes.
However, these technologies require a basic 1T
infrastructure, such as local area networking
and Internet connectivity, to function optimally.
There is also a need for basic hardware and soft-
ware. The provision of these IT infrastructures
varies between organizations (Broadbent et al.,
1999), and its use depends on the context of each
organization. Apart from the statistic evidence,
we also found in our study differences in level of
IT capability between national and international
organizations, which we attribute to differences
in level of funding and other factors (discussed
earlier):
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...An expatriate usually managed the IT units of
the international organizations. The expatriate
heads of the IT units were generally more expe-
rienced, and had knowledge of relevant modern
technologies, due to their training in and access
to the Western market. This usually had a positive
influence on the performance of the IT unit and
the adoption of technologies. The only interna-
tional organization without a computer unit had
an effective outsourcing strategy, which indirectly
resulted inbetter servicesthan national organiza-
tions with higher IT infrastructure services. The
IT units of the international organizations were
better staffed than the national organizations.
Most of the staff had a university degree and had
received some other special training. LAN and
Intranet were only available in the international
organizations... (Okunoye & Karsten, 2003)

Therewerealsodifferences inexpertise tosup-
portthesetechnologies. Although IT skill shortage
isaglobal phenomenon, its extent varies between
countries. Thus, itisimportantthataframework to
support KM effortsinanorganization recognizes
these different levels of IT availability and use,
and that it supports the organization in making
the right decision of which technology is most
appropriate in their circumstances.

Knowledge Management Processes

Knowledge management processes are socially
enacted activities that support individual and
collective knowledge and interaction (Alavi &
Leidner, 2001). These activities vary depending
on which knowledge resources that the organiza-
tion aims at improving. It is these activities that
must be supported by the influences discussed
earlier. Since each organization has a different
focus, KM processes take place also in different
contexts. These processes can be summarized as
knowledge creation, knowledge storage/retrieval,
knowledge transfer, and knowledge application.
Thus the organization should consciously choose
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which of these activities they intend to support
in order to choose appropriate organizational
variables and technology to enable them.

For example, research organizations in SSA
are particularly interested in knowledge creation
and transfer, and they found the Internet to be
an effective technology to support this process.
One of our case organizations in India focuses
on knowledge sharing among the scientists and
the rural community, and they also are using a
global intranet (ICRISAT, 2001).

Knowledge Resources

The main targets of the knowledge management
processes are the knowledge resources. Hol-
sapple and Joshi (2001) present a comprehensive
framework of organizational knowledge re-
sources where they consider, including employee
knowledge, knowledge embedded in physical
systems (Leonard-Barton, 1995), human capital,
organizational capital, customer capital (Petrash,
1998), external structures, internal structures, and
employee competencies (Sveiby, 1996). Knowl-
edge resources also include intellectual capital
(Stewart, 1998). The main goal of knowledge
management is the effective marshalling and use
of these resources (Lai & Chu, 2000).

The benefit and strategic importance of KM
is in the ability of an organization to correctly
identify which knowledge resourcesitcanimprove
togainsustainable competitive advantage. Thisis
a reason for the popularity of KM, as the process
of identifying the resources and subsequent selec-
tion of processes are never the same. In addition,
organizational variables and technology need to
support these processes with varying complex-
ity and with different levels of influence by the
operating environment.
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CONTEXT-AWARE FRAMEWORK
OF KM

In a context-aware KM framework, KM is seen
as an effort to properly put all the organizational
variablesinto bestuse, with the supportof relevant
information technology, in order to facilitate the
knowledge processes. The mainoverall goals cen-
teronorganizational productivity, responsiveness,
innovation, and competency through the creation
and protection of knowledge resources.

This framework (Figure 3) differs from
those presented earlier in that it considers the
relationships between and interdependency of
all components with particular attention to the
environmental context. This framework enables
organizations to pay attention to the local con-
text and how this affects the assumptions about
each component. The method and research ap-
proach used to arrive at the assumption about
the components also ensure that the projected
users are the actual users and the gap between
the world inscribed in it and the world that will
be described by its displacement can be expected
to be narrowed.

As explained earlier, all the organization-re-
lated influences that could enable or constrain KM
can be put together as organizational variables.
IT is a separate component due to its strategic
importance in supporting the knowledge pro-
cesses of knowledge creation, storage, sharing,
and application. All these are directly affected
by the environmental factors (e.g., culture and
infrastructure in our discussion) where the orga-
nization operates. The organizational variables
and information technology can influence each
other, and they are both enablers of knowledge
processes. On the other hand, the kind of knowl-
edge to be created could determine which kind
of information technology to be used and which
variables in the organization need to be adjusted.
Effective handling of knowledge processesyields
the main aim of the KM, which is improving
the knowledge resources in which the competi-
tive advantage and all other benefits of KM lie.
Also, knowledge resources could effectively
affect knowledge processes. The double arrow
that joins the organizational variables and the
technology to the operating environment shows
the interdependency between the organization

Figure 3. KAFRA (Kontext Aware FRAmework), a context-based framework of knowledge manage-

ment

Knowledge
Resources

1



andthe environment, ensuring that KM processes
are consistent with the external environment in
which the organization operates and that those
activities meant to improve knowledge resources
are undertaken in a coordinated manner. Each
componentis linked to the others in a cyclic man-
ner, which indicates the continuous dependency
and influence between them. There is also a pos-
sibility of direct interaction between knowledge
resources and organizational variables and also
with information technology.

CONCLUSION

The KAFRA presented here represents a move
toward a more universally applicable KM
framework, one that increases our sensitivity
to global diversity. The framework agrees with
the recommendations of Leavitt (1965) that call
for interdependence of the variables and with
Scott (1998) in acknowledging that organiza-
tions and their environment affect each other.
The consideration for environmental factors
agrees with the institutionalist perspective of
organizational challenges (Powell & DiMaggio,
1991). The emphasis on the importance of context
within which the framework will be applied is
informed by Pettigrew’s contextualist approach
(1987). Our framework recognizes the diversity
in the organization’s operating environment and
utilizes it in its basic design. This framework not
only achieves unification both within and across
each component (Holsapple & Joshi, 1999) but
also addresses the contextual issues at organi-
zational and national levels. The application of
this framework requires thorough understanding
of the issues related to each component, that is,
pre-knowledge of organizational variables and an
ability to handle problematic areas are required.
Knowledge of the technology and which knowl-
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edge processes it can supportare also essential for
the successful application of the framework. The
organizationalso needsto identify the knowledge
resourcesthatare crucial toimproving competitive
advantage and which knowledge processes could
best support this. The framework also requires
cultural sensitivity, including cultural knowledge
of the environment and a realistic assessment of
the available infrastructure. The GEPSE factors
are often assessed with easily obtained statistics,
but such statistics do not reveal many important
qualitative details. Thus, input from local sources
and local people are essential.

The KAFRA framework could serve asalink
between the organization and its environment,
ensuring that KM is approached with consider-
ationtothe environmentinwhich the organization
operates. The framework also helps to ensure
that the activities involved in KM are carried
out in a well-guided manner. This framework
shows the need for a multidisciplinary team when
undertaking a KM project. In a multinational or-
ganization, a multicultural team is also required.
As long as the world economy continues to tilt
toward knowledge-based productsand processes,
developing countries will increasingly see the
importance of KM. This framework could be
a good starting point for them. The problems
associated with inscription of the outsiders’
beliefs, perception, and norms are addressed in
the framework. The correct operationalization
of the framework, with support from the in-built
performance measures, represents a further chal-
lenge. For KM practice, this paper has sought to
contribute to our understanding of the cultural
andinfrastructural interactionwith organizational
variables and technology. It also forms a basis
for the composition of a KM team as well as a
means of control and balance. For researchers,
it contributes to the conceptualization of a more
universal framework, which allows for localized
specific assumptions.
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ENDNOTES

! Framework in the context of this thesis.

2 Multinational organizations now selec-
tively consider some infrastructure when
considering location of new subsidiaries;
nevertheless, they often have the capability
and resources to come with their own infra-
structure. Thus, they pay more attention to
other factors beyond their control.

3 Ratings from 1 to 7; 7 is highest/best.
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ABSTRACT

Knowledge management (KM) approaches have been broadly considered to entail either a focus on or-
ganizing communities or a focus on the process of knowledge creation, sharing, and distribution. While
these two approaches are not mutually exclusive and organizations may adopt aspects of both, the two
approaches entail different challenges. Some organizational cultures might be more receptive to the com-
munity approach, whereas others may be more receptive to the process approach. Although culture has
been cited widely as a challenge in knowledge management initiatives, and although many studies have
considered the implications of organizational culture onknowledge sharing, few empirical studies address
the influence of culture on the approach taken to knowledge management. Using a case study approach
to compare and contrast the cultures and knowledge management approaches of two organizations,
the study suggests ways in which organizational culture influences knowledge management initiatives
as well as the evolution of knowledge management in organizations. Whereas in one organization, the
KM effort became little more than an information repository, in the second organization, the KM effort
evolved into a highly collaborative system fostering the formation of electronic communities.
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INTRODUCTION

Knowledge management (KM) efforts often are
seen to encounter difficulties from corporate
culture and, as a result, to have limited impact
(DeLong & Fahey, 2000; O’Dell & Grayson, 1998).
AnErnstand Young study identified culture as the
biggest impediment to knowledge transfer, citing
the inability to change people’s behaviors as the
biggest hindrance to managing knowledge (Wat-
son, 1998). In another study of453 firms, over half
indicated that organizational culture was a major
barrier to success in their knowledge manage-
ment initiatives (Ruggles, 1998). The importance
of culture is also evident from consulting firms
such as KPMG who report that a major aspect
of knowledge management initiatives involves
working to shape organizational cultures that
hinder their knowledge management programs
(KPMG, 1998). These findings and others (Hasan
& Gould, 2001; Schultze & Boland, 2000) help
to demonstrate the profound impact that culture
may have on knowledge management practice
and of the crucial role of senior management in
fostering cultures conducive to these practices
(Brown & Duguid, 2000; Davenport, DelLong,
& Beers, 1998; DeLong & Fahey, 2000; Gupta
& Govindarajan, 2000; Hargadon, 1998; KPMG,
1998; von Krogh, 1998).

Studies on the role of culture in knowledge
management have focused on such issues as the
effect of organizational culture on knowledge
sharing behaviors (DeLong & Fahey, 2000;
Jarvenpaa & Staples, 2001) and the influence of
culture onthe capabilities provided by KM (Gold,
Malhotra & Segars, 2001) aswell as on the success
ofthe KM initiative (Baltahazard & Cooke, 2003).
More specifically, Baltahazard and Cooke (2003)
ascertained that constructive cultures (emphasiz-
ing values related to encouragement, affiliation,
achievement, and self-actualization) tended to
achieve greater KM success. Similarly, Gold, et
al. (2001) found that more supportive, encourag-
ing organizational cultures positively influence
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KM infrastructure capability and resulting KM
practice. Finally, Jarvenpaaand Staples (2001) de-
termined that organizational cultures rating high
insolidarity (tendency to pursue shared objectives)
will result in a perception of knowledge as being
owned by the organization, which, in turn, leads
to greater levels of knowledge sharing.

While studies have shown that culture influ-
ences knowledge managementand, in particular,
knowledge sharing, there is little research on the
broader aspects of the nature and means through
which organizational culture influences the overall
approach taken to knowledge management in a
firm. The purpose of this research is to examine
how organizational culture influences knowledge
management initiatives. We use a case study
methodology to help ascertain the relationship
of the organizational culture to the knowledge
management approaches within two companies.
The following section discusses knowledge man-
agement approaches and organizational culture.
The third presents the methodology. The fourth
section presents the two cases and the fifth, and
discusses the case findings, implications, and
conclusion.

LITERATURE REVIEW:
KNOWLEDGE MANAGEMENT
APPROACHES AND
ORGANIZATIONAL CULTURE

Knowledge Management
Approaches

Knowledge can be defined as a form of high value
information (either explicit or tacit) combined with
experience, context, interpretation, and reflection
that is ready to apply to decisions and actions
(Davenportetal., 1998). While all firms may have
a given pool of knowledge resources distributed
throughouttheir respective organization, they may
be unaware of the existence of these resources
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as well as how to effectively leverage them for
competitive advantage. Therefore, firms must
engage in activities that seek to build, sustain,
and leverage these intellectual resources. These
types of activities, generally characterized as
knowledge management, can be defined as the
conscious practice or process of systematically
identifying, capturing, and leveraging knowledge
resources to help firms to compete more effec-
tively (Hansen, Nohria, & Tierney, 1999; O’Dell
& Grayson, 1998).

There are two fundamental approaches to
knowledge management: the process approach
and the practice approach. The process approach
attempts to codify organizational knowledge
through formalized controls, processes, and
technologies (Hansen etal., 1999). Organizations
adopting the process approach may implement
explicit policies governing how knowledge is to
be collected, stored, and disseminated throughout
the organization. The process approach frequently
involves the use of information technologies,
such as intranets, data warehousing, knowledge
repositories, decision support tools, and group-
ware (Ruggles, 1998), to enhance the quality and
speed of knowledge creation and distribution in
the organizations. The main criticisms of this
process approach are that it fails to capture much
of'the tacitknowledge embedded in firms and that
it forces individuals into fixed patterns of thinking
(Brown & Duguid, 2000; DeL.ong & Fahey, 2000;
Hargadon, 1998; von Grogh, 2000).

Incontrast, the practice approach to knowledge
management assumes that a great deal of orga-
nizational knowledge is tacit in nature and that
formal controls, processes, and technologies are
not suitable for transmitting this type of under-
standing. Rather than building formal systems to
manage knowledge, the focus of this approach is
to build social environments or communities of
practice necessary to facilitate the sharing of tacit
understanding (Brown & Duguid, 2000; DeL.ong
& Fahey, 2000; Gupta & Govindarajan, 2000;
Hansen et al., 1999; Wenger & Snyder, 2000).

These communities are informal social groups
that meet regularly to share ideas, insights, and
best practices.

Drawing from this discussion, some key
questions emerge. First, how does culture af-
fect organizations’ approaches (e.g., process or
practice) to knowledge management? Second,
as organizations pursue these initiatives, how
do cultural influences affect the KM activities of
knowledge generation, codification, and transfer?
To address these questions, it is necessary to ex-
plore the concept of organizational culture.

Organizational Culture

Schein (1985) defines organizational culture as a
set of implicit assumptions held by members of
a group that determines how the group behaves
and responds to its environment. At its deepest
level, culture consists of core values and beliefs
that are embedded tacit preferences about what
the organization should strive to attain and how
it should do it (DeLong & Fahey, 2000). These
tacit values and beliefs determine the more ob-
servable organizational norms and practices that
consistof rules, expectations, ritualsand routines,
stories and myths, symbols, power structures,
organizational structures, and control systems
(Bloor & Dawson, 1994; Johnson, 1992). In turn,
these norms and practices drive subsequent be-
haviors by providing the social context through
which people communicate and act (DeLong
& Fahey, 2000). Putting this into the context of
knowledge management, organizational culture
determinesthe social context (consisting of norms
and practices) that determines “who is expected
to control what knowledge, as well as who must
share it, and who can hoard it” (Delong & Fahey,
2000, p. 118). Figure 1 illustrates this conceptual
linkage between culture and knowledge manage-
ment behavior.

As Figure 1 depicts, the social context (con-
sisting of norms and practices) is the medium for
transmission of underlying values and beliefs into
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Table 1. The process vs. practice approaches to knowledge management

Process Approach Practice Approach
Type of Explicit knowledge — codified in rules, | Mostly tacit knowledge —
Knowledge tools, and processes. unarticulated knowledge not
Supported easily captured or codified.
Means of Formal controls, procedures, and Informal social groups that
Transmission standard operating procedures with engage in storytelling and
heavy emphasis on information improvisation.
technologies to support knowledge
creation, codification, and transfer of
knowledge.
Benefits Provides structure to harness generated | Provides an environment to
ideas and knowledge. generate and transfer high value
tacit knowledge.

Achieves scale in knowledge reuse.
Provides spark for fresh ideas
and responsiveness to changing
environment.

Disadvantages Fails to tap into tacit knowledge. May Can result in inefficiency.
limit innovation and forces participants | Abundance of ideas with no
into fixed patterns of thinking. structure to implement them.

Role of Heavy investment in IT to connect Moderate investment in IT to

Information people with reusable codified facilitate conversations and

Technology knowledge. transfer of tacit knowledge.

specific knowledge managementbehaviors. While
Figure 1 is useful to explain the conceptual link-
age between culture and knowledge management
behavior, further explanation is needed to inform
our understanding of the types of cultures that
exist within organizations.

A number of theories have attempted to define
cultureatthe organizational level. Wallach (1983)
conceptualizes organizational culture as a com-
posite of three distinctive cultural types: bureau-
cratic, innovative, and supportive. Inbureaucratic
cultures, thereare clear lines of authority, and work
is highly regulated and systematized. Innovative
cultures are characterized as being creative, risk-
taking environments where burnout, stress, and
pressureare commonplace. Incontrast, supportive
cultures are those that provide a friendly, warm
environment where workers tend to be fair, open,
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and honest. From Wallach’s (1983) standpoint, any
given firm will have all three types of culture,
each to varying levels of degree. Wallach’s (1983)
cultural dimensions were developed based upon
a synthesis of other major organizational culture
indices. Wallach’s (1983) cultural dimensions
were applied by Kanungo, Sadavarti, and Srini-
vas (2001) to study the relationship between IT
strategy and organizational culture. Part of the
attractiveness of Wallach’s (1983) dimensions,
in comparison with other commonly used cul-
tural indices such as the Organizational Culture
Profile scale (O’Reilly, Chatman, & Caldwell,
1991); the Competing Values Framework (Quinn
& Rohrbaugh, 1983); and the Organizational
Value Congruence Scale (Enz, 1986), is that it is
highly intuitive. Managers readily can identify
with the descriptions of the three general culture
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Figure 1. The impact of organizational culture on knowledge management behaviors
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types. Consistent with Kanungo, et al. (2001),
we will employ Wallach’s (1983) approach to
describe organizational cultures. Specifically,
we are interested in the following question: How
does organizational culture influence knowledge
management initiatives?

Methodology

A case study method involving multiple (two)
cases was used. The approach of the study is
depicted in Figure 2. The figure, based on the
work of Yin (1994), displays the replication ap-
proach to multiple-case studies. As illustrated in
Figure 2, the initial step in the study involved the
development of a theoretical framework on the
relationship between organizational culture and
organizational knowledge management (KM)
strategies. This step was then followed by the
selection of the two specific cases (the data col-
lection sites) and the design of the data collection
protocol. Following the case selection and data
collection steps, the individual case reports were
developed. A cross-case analysis of the findings
was then undertaken. This analysis provided the
basis for the theoretical and normative discussions
and implications presented in the final section of
the article.

Underlying Cultural Beliefs &

Values

The Social Context:

Cultural Norms & Practices Regarding
Knowledge Management Practices

Knowledge Management

Behaviors

The two case studies involve two very large
global corporations: Company A and Company
B. Company A is a global consumer goods com-
pany with 369,000 employees worldwide. The
company is headquartered in the U.S. and oper-
ates in four other regions: Europe, the Middle
Eastand Africa, Central and South America, and
Asia. Company revenues consistently exceed $20
billion. In Company A, large-scale knowledge
management projects were initiated at the North
American region in 1996. Company B is a high-
tech global company with multiple product lines
and services. Similarto Company A, Company B
isheadquartered inthe U.S. and operates globally
in other regions of the world. With approximately
316,000 employees, its revenues exceed $80 bil-
lion. Large-scale knowledge management projects
were initiated in Company B in 1995.

These two companies were selected for the
purpose of this study for the following reasons.
First, significant opportunities and challenges
are associated with knowledge management
activities in large and geographically dispersed
companies. Thus, identification of factors such
as organizational culture that may influence KM
outcomes inthistype of organizations potentially
can lead to high payoffs. Second, considering the
high levels of organizational resources required

87



The Role of Culture in Knowledge Management

Figure 2. Case study methodology (Adapted from Yin, 1994)
— Conduct
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for implementation of large-scale knowledge
management initiatives, these initiatives most
likely are encountered in very large firms. Thus,
the phenomenon of interest to these researchers
could be best investigated in the context of very
large firms with an established track record in
KM projects. Finally, past contacts that one of the
researchers had with these two firms facilitated
their recruitment as case study sites.

Data Collection

Data for this study were collected through semi-
structured interviews with a small group of
managers and professional employees at the two
company locationsinthe U.S. Identical approaches
to data collection were used at Company A and
Company BL1. Six individuals at each of the two
companies were interviewed. In each of the two
companies, three of the interviewees were the
current or potential users of the KM systems.
The remaining three interviewees in each com-
pany were the KMS sponsors or supporters.
The interviews took between 45 and 85 minutes
and were conducted between October 2001 and
January 2002. All the interviews were tape re-
corded and then transcribed for data analysis.
The interviews all followed the same protocol.
The informants first were asked to characterize
their organization’s culture in their own words.
The three cultures described by Wallach (1983)
were then portrayed, and the informants were re-
quested to identify which one best described their
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organization. The interviewees next were asked
to describe and characterize the KM practices in
their company. A set of specific questions guided
the discussions of these practices. For example,
informants were asked to describe the specific
KM activities that they engaged in and to discuss
the effects of these activities on themselves and/or
their peers. Informantswere also asked to describe
any resistance and impediments to KM that they
might have noticed in the organization. The same
interviewer, using identical data collection proto-
cols, conducted all the interviews in Company A
and Company B. The interviewer carefully read
the transcripts to ensure accuracy.

Data Analysis

An author not involved in the interviews and,
hence, having no predisposed interpretation of
thetranscripts, conducted the data analysis. Based
upon the transcribed interviews, 12 profiles were
written, each one based upon the perspective of
a single informant. These profiles described the
informants’ perspective of culture and their per-
spective of KM. The profiles of informants for
Company A were compared and contrasted with
each other, aswere those of Company B. Cases for
each company, reported in the next section, then
werewritten, based upon the within-case analysis.
The cases for each company then were interpreted
from the perspective of how the culture appeared
tobeinfluencing the organizational KM initiative.
This is also reported in the next section. After
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the two cases and their within-case analysis were
complete, a cross-case comparison and contrast
was undertaken, leading to the formulation of the
discussion section.

CASE DESCRIPTIONS
AND ANALYSES

Knowledge Management at
Company

Knowledge management at Alphabegan asatop-
down idea, courted by senior management “as a
way of helping the company become more leading
edge” according to one informant. A small group
of eight or nine individuals at headquarters was
charged with driving knowledge management
and facilitating knowledge sharing. As a result of
largerissuessurfacing, most notably the economic
downturn that rocked U.S.-based businesses in
early 2000, the top-level initiative fell into the

background, and the small, dedicated group was
disbanded. Thus, at the organizational level, KM
was an idea that received neither funding nor ac-
tion. However, atthe business unit level, successful
KM initiatives have been builtaround an intranet
or around Lotus Notes team rooms.

Intranet-Based KM Projects

One initiative in the marketing area of corporate
headquarters is called MIC — marketing infor-
mation center. MIC serves the global marketing
community of several thousand individuals
around the world. It is an intranet-based library
containing links to agencies, compensations, hu-
man resource information, and contracts, among
other things. MIC is opportunity-oriented rather
than problem-oriented. The members do not use
the community to posta problem inquiry and await
responses but rather to look for ideas performed
in other parts of the company and think about
adopting the ideas to their local group.

Table 2. Characteristics of culture, KM initiatives, and KM behaviors

Culture Characteristics

KM Characteristics

KM Behaviors

Dominant culture is
bureaucratic

Emphasis on individual:
*individuals are “risk
averse”

*individuals fear being
criticized for ideas
*individuals are uneasy and
prefer to go unnoticed
*individual relationships
externally, particularly
within the marketing unit,
are perceived as critical to
their success

Intranet-based static
repositories of information

Failed top-down effort
Bottom-up initiatives
largely targeted creation of

repositories

Some use of Lotus Notes to
create team rooms

Team rooms have high
failure rate

Individuals access
information on an as-
needed basis

Individuals reluctant to
contribute information

Individuals reluctant to own
and maintain content

Individuals uncomfortable
using ideas from the
systems, since they do not
own the idea

Individuals use repository
when rules prohibit printing
brochures

Individuals reluctant to use
tools that would result in a
loss of touch points with
customers
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MIC isintended to be a catalyst for collabora-
tionandto propel auniversal worldwide marketing
community. Because the chief marketing officer
no longer allows the budgeting of glossy manu-
als or brochures, MIC is widely accepted as the
primary means of obtaining such static informa-
tion. In fact, as attempts were made to include
best practices in MIC, the initiative encountered
resistance. Explains one informant, “We could
never nudge the culture enough to have people
understand and be motivated to enter their infor-
mation.” Another informant felt that there were
challenges in overcoming “people’s fear of being
judged for their ideas and their indifference to yet
another information site.”

CM connection (CMC) is another KM initia-
tive within the North American marketing unit.
ThisisaWeb-based marketing repository used to
disseminate information so that wholesalers that
are responsible for store-level execution can have
access to the most recent information on how to
merchandise the latest promotions. As with MIC,
the major impact of CMC has been the reduction
of the number of printed catalogs; in this case,
by 80%. Among the challenges experienced with
CM connection has been convincing content
providers to own the information in the sense
of both providing it and keeping it up-to-date.
Another issue has been that CM connection is
seen by some as distracting from their relation-
ships with clients. Even while MCC may reduce
the amount of time spent traveling, this is not
necessarily welcome in “a sales and marketing
oriented relationship company because you are
taking away relationship points.”

The Human Resources unitwiththe Corporate
Functions unit also has an intranet-based KM,
referred to as My Career. My Career is designed
for managers and employees to help provide in-
formation about what tools, classes, and coaching
are available for development. One of the goals of
My Career has been to merge all of the training
information into one place.

Many such intranet-based KM have been de-
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velopedthroughout Alpha, so many that the portal
project was initiated to alleviate the problem of
“too much information intoo many places, differ-
ent IDs and passwords for each database, having
to remember what is in the database to even go
to get the information.” However, despite some
initial receptiveness to the idea from the head of
the New Business Ventures unit, IT budgets were
frozen and the project never got underway.

The common thread running through the
intranet-based KM projects at Alpha is that they
all are geared to housing static information with
the most major impacts being the reduction in
printed catalogs. Among the greatest resistance,
accordingtoinformants, isthat these KM projects
appear to try to standardize work practices in a
company comprised of “creative assertive people
who want to do it their way and make their own
individual mark.”

Lotus Notes-Based KM

Lotus Notes forms the basis of other KM initia-
tives within Company A. What distinguishes
the Lotus Notes-based KM projects from the
intranet-based KM projects is the added focus
on facilitating teamwork. The Lotus Notes-based
initiatives developed independently from the
intranet-based initiatives. The North-American
marketing group developed a Lotus Notes-based
community of interest. The system contains ex-
amplesof briefs, shared research, shared examples
of different sites, and information on internal
research. This micro KM has 50 to 60 regular
users. An important feature of the system is that
whenever new information is added, community
members receive an e-mail. Inthis way, members
visitthe community when new information thatis
relevantto them has been posted. This KM project
has served as a means of sharing best practices.
For example, a marketing manager from the UK
posted information concerning a successful auc-
tion initiative, which was then emulated by five
other countries. On an individual level, KM has
helped to increase the frequency of communica-
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tionamong members of the community. Similarly,
HR developed HR Source, a Lotus Notes-based
general bulletin board, where meeting notes,
follow-up action items, strategy documents, and
work plans are placed. It is shared by the HR
community on a global basis.

Lotus Notes is also the platform used to de-
velop team rooms. The individual responsible
for managing team rooms for North America
has what he calls the six-month rule: if a team
room is not getting regular utilization for more
than six months, it is deleted so that they can
save money on the server expense. He says that
he deletes about 70 to 80% of team rooms. He
thinks the lack of reward is the biggest barrier
toward KM system usage: “People who don’t
have technology in their title don’t take it upon
themselves and are not generally rewarded for
exploiting technology.” Also, content manage-
ment isabarrier: “This isthe responsibility of the
end user but it is perceived as the responsibility
of the technology group.” However, a marketing
manager had another opinion, attributing lack of
use of the team rooms to self-preservation: “Even
if someone took the time to put something out
there, even if | knew it was there, went and got
it, had the time to review it, and understand it, |
am going to create this other thing by myself. |
might look at that as input, but then it is the new
XYZ program and | created it.”

ANALYSIS OF ALPHA'S
KNOWLEDGE MANAGEMENT: THE
IMPACT OF CULTURE ON KM
BEHAVIORS AND OUTCOMES

The Perceptions of Culture

While each individual interviewed gave their
own perception of the culture at Alpha, and while
the perceptions naturally contain some variance,
there is a marked theme running throughout the
individuals’ views. Informants describe Alpha

as risk averse and bureaucratic. They speak of
an environment where people don’t want to be
noticed, where direction is unclear, and where
individual survival trumps teamwork. Moreover,
informants state that people work in silos, feel
isolated, and are afraid of being criticized for
their ideas. The slow, bureaucratic, hierarchical
culture at Alpha has resulted in silos of infor-
mation. As a consequence, managers indicate
that even though they have great consumer and
customer information, they end up reinventing
the wheel 1,000 times. However, our informants
also maintained that although they characterize
the culture as bureaucratic, they also sense that
Alphais striving to become more innovative and
supportive.

The Possible Impacts
of Culture on KM

The statementsand observations of our informants
point to two largely shared perspectives: (1) the
culture emphasizes the individual, and (2) the
culture is in a state of transition. In understand-
ing the impacts of KM, one can see the influence
of the individuality within Company A. Table 2
lists the characteristics of culture, characteristics
of the KM initiatives, and characteristics of KM
behaviors as expressed by the informants.

At work within Alpha seems to be a tension
betweenaculture thatdemands individuality and
the communal aspects of KM. The informants
talk about a culture that is one of “individual
survival” where individuals “fear being judged
for their ideas,” where there is individual “isola-
tion,” and where individuals try to go unnoticed.
The overall feeling is that of individuals trying
to avoid being noticed. Such a culture does little
to foster the sense of community that may be
necessary to enable KM to move beyond static
repositories of information into the kind of dy-
namic system envisioned by developers, where
ideas flow freely and where KM provides a cata-
lyst for collaborative engagement. Not only are
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individualsreluctantto share their information for
fear of being criticized for their ideas, they also
are reluctant to use information posted in a KM
for lack of credit for the idea. Such behaviors can
spring from a culture that emphasizes individual
ideas and contribution.

The individual aspects of the culture go well
beyond individuals behaving in a certain way
because of arewards system but reflects an under-
pinning notion thatto succeed inamarketing-ori-
ented organization, one must be creative and that
creativity is perforce, of an individual nature, so
that to survive as an individual, one must capture
ideas and only share them if they are going to be
favorably judged. One must not look to others for
learning or for problem solving but might look to
reuse creative ideas in some circumstances (like
the auction site example from the UK) where one
may tailor the idea to one’s environment. It is tell-
ing that the informants speak of using outsiders
(e.g., consultants) to assist with problem solving
and learning instead of attempting to use any of
the existing KM to post queries, and this in spite
of the fact that it is recognized that the company
reinvents the wheel 1,000 times.

Another tension within Alpha seems to stem
from the expectations of what should occur in
a bureaucratic culture and what was occurring.
The top-down approach to KM, an approach that
would be consistentwith abureaucratic organiza-
tion, had failed at Alpha. Yet, despite the failure
of the top-down approach to KM and the seeming
success of several bottom-up approaches, such
as MIC and the marketing team room for the
community of 50, one informant still proffered
the need for top management leadership to be
the key to success with KM. He considered the
bottom-up approachesas “band-aid-approaches.”
In his opinion, power within Alpha comes “from
knowledge hoarding, not knowledge sharing.” In
order for KM tobe assimilated inthisenvironment,
“behavior really has to come from the top. Lead-
ership needs to walk the walk.” In a bureaucratic
culture, individuals become accustomed to clear
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guidance from senior management. The absence
of clearly stated support from senior management
may be sufficient to deter many from experiment-
ing with the KM tools available to help them.

Summary

Alpha has many KM initiatives that were devel-
oped largely as bottom-up initiatives. The KM
tools seem well designed and housed with valu-
able information. The informants are able to use
the tools to facilitate the retrieval of information
that they need in the performance of their jobs.
However, the tools have not progressed yet to the
level of fostering collaboration. While there are
some successful communities from the standpoint
of providing a place to share meeting notes and
plans, the majority of team rooms remain unused
and, if used, become as much a library of infor-
mation as a communication tool. In some ways,
the culture of Alpha appears to foster the types
of KM behaviors observed, in that the individual
is seen as the primary source of innovation and
ideas as opposed to the community being the
ultimate source of success. Thus, individuals
will use the systems as needed but are occupied
mostly with their individual roles and work and
donotattribute value to the collaborative features
of technology.

The Case of Beta

Beta is organized into seven major units. Our
interviews were concentrated within the Inno-
vations Services group of the consulting wing
(referred to as Worldwide Services Group, or
WSG) of Beta.

Knowledge management at Beta began in
1996 with the view that KM was about codifying
and sharing information, leading to the creation
of huge repositories of procedures and process
approaches. It was assumed that people would
go to a central site, called Intellectual Capital
Management System (ICM), pull information
down, and all would be more knowledgeable.
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ICM is under the protection of the Beta Corpo-
ration. There is a process one must undertake to
have information submitted and approved. The
process is complicated by legalities and formali-
ties. As a result, ICM is not used as widely as it
could be. What was discovered from the initial
foray into knowledge management was that the
information was not being refreshed and that the
approach was not complementing the way people
really learned, which was through communities.
Consequently, the KM initiative began to shift to
providing tools to communities that would help
foster collaboration both within teams and within
locations and around the globe. Among the tools
are team rooms and communities.

Team Rooms

Lotus Notes-based team rooms are widely used
at Beta to coordinate virtual teams and to share
important documents. Access to team databases
are limited to the members because of the con-
fidential nature of a lot of the issues. The project
manager or someone delegated by the project
manager takes the responsibility of sanitizing
the material and posting the most relevant parts
to a community system such as OC-zone (to be
discussed later) and/or to the ICM after the team’s
project has been completed.

The team rooms are valuable tools to help
members keep track of occurrences as well as
to help newly assigned members get quickly up
to speed. Because of the itinerant nature of the
Beta consultant’s life, it is invaluable to have the
documents they need stored in an easily acces-
sible manner that does not require sending and
receiving files over a network. Team room data-
bases also are used for managing the consulting
practices. It is important in helping new people
with administrative tasks (e.g., how to order a
piece of computer equipment, how to order busi-
ness cards). The team rooms keep track of such
metrics as utilization so that members of the team

know “who’s on the bench and who’s not.” One
informant gave the example of a recent project
she was put on at the last minute that involved
selling a project to a government department in
another country. She was able to access all the
documentation from the team room and become
a productive member of a new team very quickly:
“I can go in and start getting information about a
particular topic and work with colleagues almost
immediately. It allows me to work more easily
with colleagues across disciplines.”

Although team rooms are invaluable in orga-
nizing and coordinating project teams, there are
also some potential drawbacks. Some view the
team rooms as engendering “a false sense of inti-
macy and connectedness.” Thissense of intimacy
can be productive for the team as long as things
are going well. However, “if things go south,”
says an informant, “you don’t have the history or
skill set to really deal with difficult situations.”
As a result, instead of dealing with the conflict,
the team is more likely to just take someone off
the team and replace the person with another. In
this sense, problems are not solved so much as
they are avoided, and team members take on an
expendable quality.

Communities

Communities serve members based not upon
project or organizational position but upon in-
terest. By 2000, a group referred to as the orga-
nizational change (OC) group had established a
successful community of 1,500 members cutting
across all lines of business and was beginning to
act as consultants to other groups trying to set
up communities. The OC community has gone
so far as to quantify the business return of such
a community in terms of cycle time reductions
and sophistication of responses to clients. The
OC community is comprised of tools, events,
and organization.
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1. Tools. The technology tools at the disposal
of the OC community are databases of
information submitted by team rooms,
including such things as white papers,
projects, and deliverables, as well as client
information. The databases also contain
pictures of community members with personal
information about the members.

2. Events. An important aspect of the OC
community is the events that are organized
for community members. These include
monthly conference call meetings, which
generally are attended by 40 to 90 members,
and replay meetings, which draw another 40
to 70 members. In the past, the community
has sponsored a face-to-face conference for
members. Members often meet others for the
first time, yet they already feel they know
each other.

3. Organization. The organization of the
community is managed by two community
leaders. When people request information or
have queries to post to members, they send
their messages to one of the community
leaders. The leader first tries to forward the
message directly to a subject-matter expert
(SME). If the leader does not know offhand of
an appropriate SME, the leader will post the
question to the entire group. In this event, the
group members respond to the leader rather
than to the community in order to avoid an
inundation of messages. The leader normally
receives responses within an hour. The leader
then forwards the responses to the individual
with the query. Later, the leader sends an
e-mail to the person who made the inquiry,
asking how the response was, how much time
it saved, and so forth. The leader normally gets
back as many as 28 responses to a particular
inquiry. The leader has manually loaded a
portion of what he or she has developed in the
past seven months. There are 114 pieces of
intellectual capital that the leader has loaded,
and it is just a portion of what the leader has
received.
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The community hasastructure that consists of
a senior global board of 30 members representa-
tive of different parts of the business. There is a
subject matter council that constantly scans the
intellectual capital, as well as an expert council
and the health check team.

The health check team examines such things
as how well members communicate with each
other. They conducted an organizational network
analysisto help better understand the communica-
tion networks. The team has a series of questions
to help assess how they are doing in terms of
high performance teaming. They use a survey
that measures perceptions from the community
members about what they see is happening and
do a gap analysis on what is actually happening.
Finally, the team does a self-assessment of where
it is compared to the community maturity model
developed by the OC community leaders. There
is a community mission, vision, and goals, and
they are working on capturing data to support the
metrics to demonstrate value to the company and
community members.

The goal is to attain level-5 maturity, which
is considered an “adaptive organization.” There
are 13 areas of focus at which the community
leaders look in building a sustained community.
While communities are felt to be organic, there is
also a community developers Kit with an assess-
ment tool to determine at what level of maturity
a community is and what steps need to be taken
to move the community forward. One community
leader says that the purpose of the development
kit “is not to confine, but to provide a road map
in which to navigate and build.” For this leader,
the essence of community is continuous learning.
Of the initial KM efforts focused on information
repositories, the leader says, “I could see the tech-
nology coming that was going to enslave people,
like an intellectual sweat shop.” By contrast, the
primary tools for a community are “passion and
environment.”
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Impact of OC

Among the major impacts of the OC zone is that
havingacommunity helps people not feel isolated.
“People feel they are affiliated, that they are part
of the company.” Thirty percent of Beta employ-
ees do not have offices and work from home or
the client sites. Such a work environment easily
can be associated with isolation. However, the
community is claimed by some to provide clarity
of purpose. “I see it as a conduit for both devel-
oping thought leadership and enabling thought
leadership to get into the hearts and minds of the
workers so that they all have a common vision,
goals, and objectives.”

Community members view the purpose of
the community as a knowledge-sharing forum
and as a means to create a sense of belonging.
One member went so far as to suggest that she
would “not be at Beta any longer if it wasn’t for
this community.” The reason is that most of her
connections at Beta have been made through the
community. Also, being in the community helps
her to get assigned to projects. For example, the
leader of a new project will call someone in the
community and say that they are looking for a
person with a certain profile. She finds that she
gets asked to work on projects this way.

Other members refer to the community as a
supportive family and state that within the com-
munity is someone who has already encountered
any issue they will encounter on a project, so
the community keeps them from reinventing the
wheel. The norms of operation existto helpthe OC
zone be as effective as possible. No one is under
obligationto contribute, butindividuals contribute
inorder to help other people. One member credits
the success of the community to the two leaders,
whom she feels “in their hearts, care about the
members of the community.” She feels that the
community is more than a community of people
who like the topic of organizational change, but
it is a community of people who support one
another.

The primary resistance to the OC community
has been the practice managers. Most of the com-
munity members reportto practice managers. The
practice managers are used to thinking in terms
of billable hours. Indeed, the performance evalu-
ation system requires that an individual’s goals
support those of his or her boss, which support
those of his or her boss, and so forth. The com-
munity leaders hope that one day, participating
in a community will be included as a standard
part of this evaluation system.

ANALYSIS OF BETA KNOWLEDGE
MANAGEMENT: THE IMPACT OF
CULTURE ON KM BEHAVIORS
AND OUTCOMES

The Perceptions of Culture

All of the respondents from Beta work within
the same business unit. The respondents describe
the culture of Beta as a blend of hierarchical and
innovative. The hierarchical aspects are evident
in that little innovation is undertaken until senior
management has officially supported the innova-
tion, but once senior management does give the
green light to an idea, “everybody jumps on it.”

One aspect of culture that is highlighted by
the informants is the importance of collaboration.
Informants characterize the street values within
Beta as win, team, and execute. Beta informants
recognize a duality of culture that, on the one
hand, gives individuals control over their work
and, at the same time, is highly supportive of
the individual. The culture is autonomous in the
sense of not having someone looking over your
shoulderandtelling youwhattodo. While there is
certainly competition (i.e., everyone has objectives
that they are trying to meet), things “are always
done in a collaborative helpful spirit.”

The otherdominantaspectof culture, asrelated
by the informants, is hierarchy. The hierarchy is
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Table 3. Characteristics of Company B culture, KM initiatives, and KM behaviors

Culture Characteristics

KM Characteristics

KM Behaviors

Hierarchical, yet
collaborative and innovative

Individuals largely
responsible for their own
careers, yet competition is
undertaken in a cooperative
manner

The team is the unit of
success, more so than the
individual

Absence of extreme
supervision of individuals’
work — individuals have a
sense of control

Company-wide information
repository consisting of
hundreds of information
databases

Team rooms used by project
teams

Communities of practice
emerging. These
communities include tools,
events, and structures

The OC community is used
as an example of a
successful community and
as a consultant to other
emerging communities

Team members actively
coordinate via the team
rooms

Community members
obtain a sense of belonging
to the community

Community members post
information from completed
team projects to the
community out of a sense of
commitment, not coercion

Community members are
more loyal to the company
(less likely to depart)
because of their belonging

to the community

Assignments to projects
made through community
references

asmuch a hierarchy of experience as of structure.
Community members, for example, proffered
that becoming a subject matter expert is more
about length of service to the company than to
one’s inherent knowledge. Another aspect of the
bureaucratic culture is that “there is very much
a correct way to do things.”

Table 3 lists the characteristics of culture, KM
initiatives, and KM behaviors expressed by the
Beta informants.

Beta’s emphasis on collaboration seems to
have enabled the progression of KM from a static
information repository system into active, vital
communities of interest, whereinindividuals feela
sense of belonging to the extent that they identify
themselves first with the community and second,
if at all, with their actual formal business units.
One informant claimed to not identify herself at
all with the Innovation Services unit. Of course,
one could ponder whether such identity transfer
from the business unit to the community serves
the best interest of the unit.
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At the same time, the bureaucratic and in-
novative aspects of the culture also have helped.
Having senior management show interest in KM
was a catalyst to individual groups undertaking
KM initiativeswith great enthusiasm. Inaddition,
rather than ad hoc communities that are entirely
organic, the community model emerging at Beta
is a relatively structured one.

While one can make the argument that Beta’s
culture influences KM development and use, one
also can argue that KM at Beta is influencing
Beta’s culture. OC members claim that without a
sense of connection provided by the OC commu-
nity, Beta would be nothing but a “big and scary”
company in which individuals “get lost.” The
community, though, allows and enables a culture
of connection. In effect, one informant believes
that the OC community attempts to shift a very
technical, phone-oriented, work-product-oriented
way of communicating with each other into a
more personal work-in-process movement toward
what Betareferstoas “thought leadership.” When
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asked why members take the time to participate
in the community when there is no formal reward
for doing so, one informant said simply, “It’s just
how we do business.” Thus, the community has
infused the culture of the members.

Yet, this does not suggest that an organiza-
tional utopia has been or will be achieved. While
the culture is becoming more connected, there
is another angle. One informant believes that
when you have widespread access to knowledge
management, you also can have a culture where
people that know very little about something have
access to enough information to be dangerous.
People get too comfortable with having access
to knowledge and then feel free to share it. This
informant remained unconvinced that the knowl-
edge one acquires through the network is as solid
a foundation as the knowledge one has acquired
through experience and traditional learning.
Moreover, she feels that the notion of dialogue can
get redefined in a way that you lose the quality of
participation that one might be looking for.

Summary

Beta has many KM databases, collectively re-
ferred to as Intellectual Capital Management.
While these databases serve an important role
of housing and organizing information in a huge
organization, they do not go so far as to foster col-
laboration. Instead, team rooms and communities
of interest, largely left to the discretion of team
members and community members, have proven
to be vital tools to achieving collaboration, com-
munity, and belonging. As the culture of Beta has
been receptive to individual groups setting and
pursuing their community agendas, the culture
also is being subtly altered by the communities
as members feel that they belong more to the
community than to their business units.

DISCUSSION

The two cases offer insights into the role that
organizational culture plays in the inception and

maturation of KM. This section summarizes the
key findings that help us to answer the following
question: How does organizational culture influ-
ence KM approaches? We suggest four responses
to this question.

1. Organizational cultureinfluences KM
through its influence on the values organi-
zational members attribute to individual vs.
cooperative behavior. The two companies we
examined share several similarities. Both huge
multinational organizations are regarded widely
by organizational members as being predomi-
nantly bureaucratic in culture. Both organizations
had initial KM approaches that were strongly
supported by senior management. And both had
initial KM approaches focused on the creation of
a large centralized repository of organizational
knowledge to be shared throughout the organiza-
tion. These two large bureaucratic organizations
began their KM quests with the process approach.
The most striking difference between the orga-
nizational cultures of these two companies was
the emphasis at Alpha on the individual and the
emphasis at Beta on collectivity — the team or
community. This evinces itself even in the in-
terpretation of innovation. While individuals at
both companies spoke of the need for innovation
in their organizations and of the striving of their
organizationstodevelop aninnovative culture, in
the case of Alpha, innovation was perceived asan
individual attribute, whereas at Beta, innovation
was perceived as a team-level attribute.

Theindividualistic view of innovationat Alpha
seemed to militate against the requisite sharing
and cooperation that makes the evolution of KM
from process approachtoacommunity of practice
approach possible. Inboth companies, micro-level
experimentation of the various possibilities of KM
was undertaken within teams or business units.
The value placed on individualism vs. coopera-
tivism seems to have played a significant role in
the nature and form of the KM approach. The
micro-level experimentations by teams or business
unitswere carried out with their ownassumptions
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about the usefulness of repositories of knowledge
and the usefulness of communities or practice.
We suggest that it is not organizational culture
at the organizational level or even the subunit
level that has the most significant influence on
KM approach, but it is organizational culture as
embodied in the individualistic vs. cooperative
tendencies of organizational members. Thus,
organizational culture influences KM approaches
through its influence on individualism vs. coop-
erativism. From a theoretical view, it seems that
Wallach’s (1983) cultural dimensions and those
of Earley (1994) were both valuable at explaining
organizational level culture. However, Earley’s
(1994) cultural dimensions at the organizational
level seem best able to explain why a KM ap-
proach tended to become more process or more
practice-based.

2. Organizational culture influences the
evolution of KM initiatives. Our findings sug-
gest that firms do not decide in advance to adopt
a process or practice approach to KM, but that it
evolves. The most natural starting point is one of
process, perhaps because the benefits seem more
evidentand because itcanalign more closely with
the existing organizational structure. Moreover,
the practice approach may not only fail to align
with existing structure, but it may engender a
virtual structure and identity. It is interesting
that at Beta, a culture that is viewed dominantly
as bureaucratic, once the initial organizational
change community was established, the evolu-
tion of the community then became a highly
structured process of maturation. The community
leaders developed a toolkit to help other com-
munities develop and developed a maturation
model to help them to determine how mature a
community was and to develop a plan to move the
community forward. What some might see as an
organic process (i.e., establishing and developing
a community or practice) became a structured
process in a bureaucratic organization. Even if
the idea for the community emerged from inter-
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ested potential members, the evolution took on
a structured form with tools, Kkits, assessments,
and plans. The cooperative aspect of culture at
the individual level made the community pos-
sible; the bureaucratic elements of culture at the
organizational level enabled the community to
mature. Hence, the evolution of the community
was highly dependent on the individual willing-
ness of organizational members to sustain and
nurture their community. This appeared tied to
the importance they placed on cooperation with
their community members, most of whom they
had never met.

3. Organizational culture influences the
migration of knowledge. In the case of Alpha,
where the informants seemed to identify the in-
dividual as the ultimate unit of responsibility in
the organization, theindividuals also were viewed
as the owners of knowledge and had the respon-
sibility to share their knowledge. This, in fact,
created a major challenge, since the individuals
rejected this new responsibility. At Beta, where
the team seemed to be the focus of responsibil-
ity, knowledge migrated from the team to the
community to the organizational level system
and back down to the team. The leader of the
team would take responsibility for cleaning the
team’s data and submitting it to the community
and to the central information repository. Thus,
knowledge migrated upward from the team to the
central repository. Interestingly, the most useful
knowledge was claimed to be that at the team
and community level. Once the knowledge had
completed its migration to the central repository, it
was seen primarily as an item of insurance for use
in case of need. Knowledge sharing and transfer
occurred primarily at the team and community
level, whereas knowledge storage was the func-
tion of the central repository.

The migration of knowledge also is influenced
by the structural processes put in place to ensure
that knowledge finds its way to the appropriate
persons. Of key importance seems to be the way
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Table 4. Summary of organizational culture's influence on KM

Cultural Perspective

Influence of Culture on Knowledge
Management

Bureaucratic (Wallach, 1983)

Favors an initial process approach to KM

Creates expectation among members that
senior management vision is essential to
effective KM

Innovative (Wallach, 1983)

Enables subgroups in organizations to
experiment with KM and develop KMs
useful to their group

Individualistic (Earley, 1994)

Inhibits sharing, ownership, and reuse of
knowledge

Cooperative (Earley, 1994)

Enables the evolution of process-oriented
KM to practice-oriented KM

Enables the creation of virtual communities

the queries are handled. The marketing group at
Alphaadopted the approach of notifying individu-
als when new information had been added to the
KMS. However, little interference was putin place
toeitherguide peopletothe appropriate knowledge
or to encourage people to contribute knowledge.
Conversely, believing that the community should
not become a bulletin board of problems and so-
lutions, the leaders of the organizational change
community at Beta worked arduously to learn the
subject matter experts so that queries would be
submitted to the community leader who would
serve as an intermediary between the individual
with the query and the expert.

It has been reported widely that the use of
knowledge directories is a primary application
of KM in organizations. Our study suggests
that the facilitated access to experts rather than
direct access via the location of an individual
through a directory or via a problem posted to a
forum may lead to a more favorable community
atmosphere.

4. Knowledge management can become
embedded in the organizational culture. Over

time, as KM evolves and begins to reflect the
values of the organization, the KM can become
a part of the organizational culture. At Beta,
individuals spoke of their community involve-
ment and their team rooms as simply the “way
we work.” In fact, the communities became so
much part of the culture that even though they
were not part of the organizational structure, they
were partofanindividual’s implicit structure. The
sense of belonging that the individuals reported
feeling toward their community suggests that the
community had become an essential aspect of
their value system and, hence, had become part
of organizational culture. That the organizational
change community members at Beta identified
themselves first and foremost with their com-
munity, in spite of receiving neither reward nor
recognition within their formal reporting unit
for participating in the community, indicates the
extent to which community participation had
become a value and an aspect of the individual
culture.
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Implications and Conclusion

The findings of our study suggest thata dominantly
bureaucratic culture seems to tend toward an ini-
tial process-based KM approach. Furthermore, a
bureaucratic culture seems to create the expecta-
tion among organizational members that senior
management needs to provide a vision of purpose
for KM before the organizational members should
embark on KM activities. As well, the members
view senior management support as validating
any KM activitiesthat they undertake. Innovative
cultures, even if not the dominant culture at the
organizational level, seem to enable subgroups
to experiment with KM or create micro-KMs.
In essence, in organizations having dominant
bureaucratic cultures with traces of innovative-
ness, senior management support legitimizes KM,
but the innovativeness of the culture enables it to
expand far beyond an organization-wide reposi-
tory. Specific KM behaviors such as ownership and
maintenance of knowledge, knowledge sharing,
and knowledge reuse seem to be influenced largely
by the individualistic or cooperative nature of the
culture. Individualistic cultures inhibit sharing,
ownership, and reuse, while cooperative cultures
enable the creation of virtual communities.
Earley’s (1994) work on organizational culture
emphasized the individualistic and collectivistic
aspects of culture. Organizations encouraging
individuals to pursue and maximize individu-
als’ goals and rewarding performance based on
individual achievement would be considered to
have an individualistic culture, whereas organi-
zations placing priority on collective goals and
jointcontributions and rewards for organizational
accomplishmentswould be considered collectivist
(Chatman & Barsade, 1995; Earley, 1994). This
dimension of organizational culture emerged as
critical in our examination of the influence of
culture on KM initiatives. These findings are
summarized in Table 4.

This research set out to examine the influence
of organizational culture on knowledge manage-
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ment approaches. Using a case study approach,
we have gathered the perspectives of individuals
in two firms that share some cultural similarities
yet differ in other aspects. The findings suggest
that organizational culture influences the KM
approach initially chosen by an organization, the
evolution of the KM approach, and the migration
ofknowledge. Moreover, the findings suggest that
KM eventually can become an integral aspect of
the organizational culture. Much remains to be
discovered about how organizational cultures
evolve and whatrole informationtechnology takes
inthisevolution. This case study isaninitial effort
into a potentially vast array of research into the
issue of the relationship of information technology
and organizational culture.
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ENDNOTE

1 Afterthisinitial datacollection, wereturned
to Company B a year later and conducted
more widespread interviews across differ-
ent business units. This data collection and
analysis is discussed in Alavi, Kayworth,
and Leidner (2005).

This work was previously published in International Journal of e-Collaboration, 2(1), edited by N. Kock, pp. 17-40, copyright
2006 by IGI Publishing, formerly Idea Group Publishing (an imprint of IGI Global).
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ABSTRACT

The potential benefits of utilizing knowledge management (KM) technologies in multinational and global
organizations are of particular significance due to the inherent geographic distance and diversity of such
organizations. Unfortunately, the process of constantly changing technology can be extremely disrup-
tive at both the individual and organizational level. This chapter explores the relationship between KM
technology change within the organization and the Theory of Organizational Loss of Effectiveness (LOE).
“The general Theory of Organizational Loss of Effectiveness is predicated upon organizational behavior
resulting from a loss of stability, e.g. technology change, within an organization.” (Grady, 2005) The loss
of stability, in the context of this theory, occurs when a defined set of symptoms develop in individuals
and groups undergoing a change in technology. The assertion is that the development of these symptoms
is predictable, and when viewed collectively, results in an organizational loss of effectiveness.
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INTRODUCTION

“Change is inevitable. Change is constant.”
-Benjamin Disraeli (1804-1881), Prime Minister, United Kingdom,
1874-1880

Knowledge management (KM) is the name givento
the set of systematic and disciplined actions thatan
organization can take to obtain the greatest value
from the information available to it. ‘Knowledge’
in this context includes both experience and un-
derstanding of the people in the organization and
the information artifacts, such as the documents
and reports, available within the organizationand
in the world outside. (Marwick, 2001)

Within organizations, KM and its associated
technologies can be used to store and/or distribute
types of information that may be useful to the
organization in the present and the future. KM
technologies, if properly implemented, change
the fundamental principles by which organiza-
tional information is captured, stored, retrieved,
organized, analyzed, and shared. These tools
have the potential to improve the organization’s
effectiveness and can be used to enhance the
long-term health of the organization.

However, implementation of new technologies
and the changes faced by employees may also
have an unintended and detrimental impact on
the overall effectiveness of the organization. This
chapter suggests reasons why adecision to imple-
ment new technologies should be accompanied by
the anticipation that there may also be a significant
negative impact on the employees affected by the
change. This is because the implementation of a
new technology can lead to the development of

Figure 1. Model of the Theory of Organizational LOE

Organizational Loss of
Change I Stability
{e.g. new KV
techno lgg_y)

a specific set of symptoms in those employees
affected by the change. This condition was first
described in the Theory of Organizational Loss
of Effectiveness (Grady, 2005), which states that
when technology change results in the removal of
systems that are familiar to the employee, and are
replaced with new and unfamiliar technologies,
these employees experience aloss of stability. This
loss of stability isthen manifested by the exhibition
of symptoms which, if a sufficient number and
intensity develop, will lead to an organizational
loss of effectiveness (see Figure 1).

The Theory of Organizational Loss of Ef-
fectiveness in Grady (2005) as relates to the is-
sues of KM technology change for multinational
organizations can be restated as such:

The change associated with adding a new KM
technology within a multinational organization
can be expected to cause a loss of stability among
those employees affected by the change. This
change resultsin the development of a predictable
and measurable set of symptoms in this employee
group. When a significant intensity and number
of these symptoms are present simultaneously in
employees of an organization, an organizational
loss of effectiveness will occur.

Now more than ever, organizational develop-
mentis influenced by the rapidly changing techno-
logical environmentand the impact these changes
have on its workforce. This chapter will address
the interface of KM and the organizational LOE,
and will provide insights into a problem that can
frustrate the efforts to enhance the competitive
advantage of the multinational organization.

Exhibition of
Symptoms

Organizational
S, LOE
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Organizational Knowledge

Generally, discussions of organizational knowl-
edge are classified knowledge into two categories,
tacitorexplicit. “Tacitknowledge, from the Latin,
tacitare, refers to something that is very difficult
toarticulate, to putintowords orimages; typically
highly internalized knowledge such as knowing
how to do something or recognizing analogous
situations” (Dalkir, 2005). Or, “Tacit knowledge
refers to personal, context-specific knowledge that
is difficult to formalize, record, or articulate; it
is stored in the head of people. Tacit knowledge
consists of various components, such as intuition,
experience, ground truth, judgment, values, as-
sumptions, beliefs, and intelligence” (Tiwana,
2002). The second classification of knowledge
is referred to as explicit knowledge. “Explicit
knowledge isthat which has beenrendered visible
(usually through transcription into adocument or
an audio/visual recording); typically captured or
codified knowledge” (Dalkir, 2005). Or, “Explicit
knowledge is that component of knowledge that
can be codified and transmitted in a systematic
and formal language; documents, databases, webs,
e-mails, charts, etc.” (Tiwana, 2002).

““Knowledge’ in this contextincludes both the
experience and understanding of the people in the
organizationandthe informationartifacts, suchas
documentsand reports, available within the orga-
nizationand inthe world outside”(Marwick, 2001).
“Knowledge management does not provide you
withthe answer toyour problemrather it facilitates
the learning of the answer” (Call, 2005).

The unique challenge facing multinational
organizations is more effective capture of tacit
knowledge and better organization of explicit
knowledge. The intent of KM projects is to align
this process so that technology, process, people,
and knowledge can be better utilized to achieve
the objectives of the organization.
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Purpose of KM Technologies

Knowledge management efforts gather, organize,
share, and analyze information in terms of re-
sources, documents, and people skills to harness
organizational assets to overcome challenges and
achieve goals. KM technologies facilitate the
way in which organizational information is cap-
tured, stored, retrieved, organized, analyzed, and
shared. “Examples of KM technologies that are
common to multinational organizations include:
decisionsupportsystems, documentmanagement
systems, groupware, business modeling systems,
messaging, search engines, workflow systems,
Web-based training, information retrieval sys-
tems, electronic publishing, intelligent agents,
knowledge-mappingtools, help-desk applications,
database management technologies, enterprise
information portals, data warehousing and data
mining tools” (Park, Ribiere, & Schulte, 2004).
When properly applied to match organizational
resources to organizational needs, these tools
have the potential to make the organization more
effective by making information more readily
available, and available information more acces-
sible. In this way pertinent information can be
rapidly retrieved and used to the benefit of the
employees and the organization.

“Effective knowledge management typically
requires an appropriate combination of organi-
zational, social, and managerial initiatives along
with deployment of the appropriate technol-
ogy” (Marwick, 2001). It is significant that KM
technologies, as discussed in the literature, are
largely viewed as the catalyst to overcoming time
and space barriers that otherwise limit effective
knowledge utilization within the organization.
Multinational organizations are particularly
sensitive to this issue because of the geographic
distance inherently unique to the structure and
inherent in the mission.
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THEORY OF ORGANIZATIONAL
LOSS OF EFFECTIVENESS

Organizational Loss of Effectiveness

As organizations undertake KM projects, they
should understand that substantial change of
systems and processes used by its employees
can cause symptoms which will have disruptive
effects on the entire organization. The reduction
inan organization’s ability to function effectively
was comprehensively studied in businesses that
were undergoing changes in technology. The
results of the study were presented in the Theory
of Organizational Loss of Effectiveness by Grady
(2005). The LOE theory states that organizational
change creates a loss of stability when systems
that are familiar to employees are removed and
replaced with new and unfamiliar technologies
or processes, as is often the case in KM projects.
Thisstudy further demonstrated that loss of stabil-
ity causes predictable and measurable symptoms
in the affected employees and that those symp-
toms are related to those described in previous
scientific studies on individual depression. The
development of LOE as a theory for organization
behavior more specifically evolves from scientific
studies of anaclitic depression. The common link
is that loss of a “leaned on” object leads to a loss
of stability that in turn leads to the development
of a predictable and measurable set of symptoms,
either in the individual or in this case the em-
ployees of an organization. Because the Theory
of an Organizational Loss of Effectiveness, and
the anaclitic depression on which it is based, are
critical to understanding obstacles to timely KM
project implementation, the following sections
are devoted to explaining the evolution and basis
tenets of the theory.

What is Anaclitic Depression?

The Theory of Organizational LOE is based on
the research into anaclitic depression as identified

by Rene Spitz and Katherine Wolf in 1945-1946.
The term anaclitic originally comes from the
Greekword anaklitos, which means ‘to lean upon’
(www.m-w.com) Anaclitic depression (AD) was
initially identified in infants and young children
in Romanian orphanages who experienced the
loss of an object they had become accustomed
to “leaning on.” In this circumstance the object
was the removal of their primary caregiver. The
behavioral symptoms exhibited in these orphans
include: frustration, apprehension, rejection of
environment, withdrawal, refusal to participate,
retardation of development, loss of appetite, and
insomnia.

Aside from Spitz and Wolf, very little direct
research has been conducted on anaclitic depres-
sion, per se (Grady, 2005). However, in 1969, John
Bowlby published a related series highlighting
the significance of “Attachment, Separation,
and Loss” during childhood and its impact on
the maturation process. Bowlby cited the studies
conducted by Spitz and Wolf in addition to the
work of several other researchers who had ar-
rived at similar conclusions regarding the impact
of attachment and the exhibition of predictable
symptoms on the early childhood development
process.

In his 1977 book, The Medical Consequences
of Loneliness, James Lynch employs the work of
Spitz and Bowlby to build on his hypothesis that
significant loss does cross the previously defined
age-specific boundaries to include adults who had
suffered significant emotional or physical loss. In
thiswork, Lynch outlinesasthe diagnostic criteria,
a set of individual symptoms that are consistent
with those described by Spitz and Bowlby.

Connection from Individuals to
Organizations

Historically, the primary focus of research on
organizational change management was strictly
linear in nature. Kurt Lewin (1951), often re-
ferred to as the “father” of change management,
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introduced the sequential concept of managing
change by “freezing, mobilize, re-freeze.” Lewin’s
model (1951) is often cited as the “gold standard”
for change management initiatives. This school
of thought is beginning to dissipate and is slowly
being replaced with open acknowledgement of the
complex nature of organizational change:

Recent work suggests, ironically, that to un-
derstand organizational change, one must first
understand organizational inertia, its content,
its tenacity, and its interdependencies. Recent
work also suggests that change is not an on-off
phenomenon nor is its effectiveness contingent on
the degree to which it is planned. Furthermore,
the trajectory of change is more often spiral or
open-ended than linear. (Weick & Quinn, 1999)

Change management and other theories of
organizational management have struggled to
support continuous change in organizations for
decades. The application of information that
relates anaclitic depression to changes in organi-
zational behavior is arelatively recent concept. In
studiesinthe late 1990s, Dr. Jerry Harvey, profes-
sor emeritus at George Washington University,
asserted that the concept of anaclitic depression
not only applies to individuals, but also applies
to the roles of those individuals as members of
an organization. Dr. Harvey conducted extensive
research that indicates that a form of depression
isexperienced “when individuals, organizations,
or belief systems that we lean on or are dependent
on for emotional support are withdrawn from us”
(Harvey, 1999).

While Dr. Harvey’s theory spanned many
forms of organizational change (downsizing,
departure of leaders, corporate reorganization,
etc.), itis being applied in this chapter as it relates
to employee response to KM technology change.
Individuals in organizations who suffer the loss
of a technology or process they have become ac-
customed to “leaning on” suffer a loss of stability
and, as a result, symptoms that may combine to
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impactthe organizationasawhole. The Theory of
Organizational LOE statesthat technology change
within an organization has the potential to cause
a loss of stability that may result in predictable
and measurable symptoms, which can ultimately
lead to an organizational loss of effectiveness
(Grady, 2005).

Mapping Individual Symptoms to
Employee Behavior

An analysis of the previous studies of anaclitic
depression reveals that each of the individual
symptoms identified by Spitz and Wolf (1946)
has an associated diagnostic category code as
defined by the DSM IV (2000):

Diagnostic criteria are essentially descriptions
of symptoms that fall into one of four categories.
In major depressive episodes for example, affec-
tive or mood symptoms include depressed mood
and feelings of worthlessness or guilt. Behav-
ioral symptoms include social withdrawal and
agitation. Cognitive symptoms or problems in
thinking include difficulty with concentration or
making decisions. Finally, somatic or physical
symptoms include insomnia (sleeping too little)
or hypersomnia (sleeping too much) and eating
disorders.

For the application of anaclitic depression to
organizational behavior and the Theory of Or-
ganizational Loss of Effectiveness, only six of
the original eight symptoms have organizational
equivalents. While still potentially affecting in-
dividuals within an organization, the somatic
symptoms involving eating and sleeping disorders
do not directly translate for the organization as a
whole. The remaining symptoms associated with
anaclitic depression include: frustration, appre-
hension, rejection of environment, withdrawal,
refusal to participate, impeded development, loss
of appetite, and insomnia.
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Table 1. Comparison of individual symptoms to
organizational equivalent symptoms of a loss of
effectiveness

Symptoms of Individual Equivalent Symptoms in
Anaclitic Depression for LOE | the Organizational
Theory Environment

Frustration Loss of Productivity

Apprehension (Anxiety) Morale

Rejection of the Environment Conflict

Withdrawal Turnover

Refusal to Participate Absenteeism

Retardation of Development Motivation

In organizations, a change or changes that
cause aloss of stability inemployees cansimilarly
lead to the development of a set of symptoms that
include: decreased productivity, lower morale or
motivation, increased conflict, absenteeism, and
turnover. Further investigation has shown that
symptoms in one group are analogous to the other
group as shown in Table 1.

The connections are further explored and de-
scribed inthe paragraphs that follow. Thisdiscus-
sion is based on the research of Grady (2005).

Frustration: Loss of Productivity

The discussion of frustration, in terms of loss of
productivity, begins with the dictionary definition
of the root word frustrate. That is, to frustrate
someone is to prevent them from doing or achiev-
ing something (www.m-w.com). This is the oppo-
site of achieving something (i.e., being productive).
Productive is defined as yielding results, benefits,
or profits or devoted to the satisfaction of wants
or the creation of utilities (www.m-w.com). To be
productive an employee produces a product or an
increase in quantity, quality, or value. Therefore,
aloss of productivity correspondstoadecrease in
quantity, quality, or value of a predefined metric
such as a product, output, or activity.

Increased productivity is a key objective cited
repeatedly in current literature as justification
for implementation of KM programs and tech-

nologies. The essence of KM is improvement of
knowledge use through capture, organization,
and dissemination.

Modern organizations are investing heavily in
information technology (IT) with the objective of
increasing overall profitability and the productivity
of their knowledge workers. Yet, it is often claimed
that the actual benefits of IT are disappointing at
best, and that IT spending has failed to yield sig-
nificant productivity gains—hence the productivity
paradox. (Pinsonneault & Rivard, 1998)

The onset of the symptom frustration in the
knowledge worker as a result of a change in KM
technology can lead to a decrease in productivity
and generate an outcome contrary to the original
intent.

Apprehension (Anxiety): Morale

In and of itself, anxiety is neither functional nor
dysfunctional. It is a keen state of readiness to do
something that may or may not be appropriate
in response to a threat that may or may not be
perceived accurately. (Miller, 2003, p. 11)

Organizational morale emerges as the reasonable
equivalent to the AD symptom of apprehen-
sion/anxiety. Morale is defined as the mental and
emotional condition (enthusiasm, confidence, or
loyalty) of an individual or group with regard
to the function/tasks at hand or as a sense of
common purpose with respect to a group (Www.
m-w.com). “Morale can be considered an overall
index of psychological strain” (Bliese & Britt,
2001, p. 430).

Stressisthebody’s reaction to the perception of
astressor. Psychologists have recognized the pres-
ence of both positive and negative stressors. Both
positive and negative stressors result in increased
levels of stress. However, positive stressors gener-
ally result in a lower absolute level of stress. In a
2001 research study of stress-strain relationships,
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Bliese and Brittassessed the relationship between
work stressorsand morale. The research indicated
anegative interaction between these two factors. A
high level of work stressors or anxiety resulted in
lower morale in the affected unit. While changes
in KM technology could be perceived ultimately
as positive stressors, this chapter focuses on the
possible initial negative effects those technology
changes have on an employees behavior.

The introduction of KM technology into the
organizational environment can produce a nega-
tive work stressor. One example is, as the organi-
zational unitstrugglesto learnand incorporate the
new technology, it becomes a work stressor and
contributes to a loss of stability. Another example
is the introduction of a new KM technology that
produces a perceived information overload. “In-
formation overload is that state in which available
and potentially useful information is a hindrance
rather than a help” (Bawden, 2001). The loss of
stability represents the perceived threat regardless
of the perception’s accuracy as stated by Miller
(2003). Thus, it is the perception of a threat that
results in a state of anxiety, and organizationally
it is the existence of work stressors that results
in lower morale.

Rejection of Environment: Conflict

The organizational equivalent of the individual’s
symptom termed rejection of the environment
closely parallelsissues of conflictin the workplace.
Conflict is commonly defined as the competitive
or opposing action of incompatibles or the mental
struggle resulting from incompatible or opposing
needs, drives, wishes, or external or internal de-
mands (www.m-w.com). Although conflict is usu-
ally thought of as “bad,” it is a normal part of the
functioning of an organization. Of concern with
respect to this organizational symptom is when
conflict does become negative, or destructive, and
how itis handled. Destructive conflicts often have
a detrimental effect and hinder organizational
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development resulting in a loss of organizational
control. (Virovere et al., 2002).

The literature highlights different root causes
for workplace conflict. Examples include lack of
communication, tenuouswork relationships, ques-
tionable managerial authority, or unclear chain of
command (Fortado, 2001), and bad information,
lack of teamwork, or unclear work procedures/
rules (Virovere et al., 2002). With respect to the
issue of conflict, the literature describes different
methods individuals have of coping with con-
flict. These include avoidance, accommodation,
competition, collaboration,and compromise. The
symptom termed rejection of the environment
closely correlates withthe organizational behavior
coping mechanism identified as avoidance in the
conflict management literature.

Avoidance is the act of emptying, vacating, or
clearing away. This action is consistent with the
theoretical organizational reaction to the continu-
ous adoption of KM technology that is perceived
by the employees as unsolicited, inferior, or un-
necessary. The result is organizational conflict
driven by the attempt to avoid the proposed
technological change.

Withdrawal: Turnover

Employee withdrawal can be viewed as a “voli-
tional response to perceived aversive conditions,
designed to increase the physical and/or physi-
ological distance between the employee and the
organization” (Gupta & Jenkins, 1980). Gupta
and Jenkins (1980) suggest that one of the most
commonly studied organizational manifestations
of withdrawal is turnover.

Turnover is defined as the continuous process
of lossand replacement of a constituent of a living
system or as the reorganization with a view to a
shift in personnel (www.m-w.com). Traditional
turnover theories identify job dissatisfaction and
lack of organizational commitment astwo central
reasons for employee turnover (Mobley, 1977).
However, Mobley emphasizes that job satisfac-
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tion measures alone are typically not sufficient
enough to predict turnover. Instead, combining
job satisfaction with other criteria such as job
content or satisfaction with working conditions
produces more predictable results. Additional
research suggests that turnover predictors extend
the generalized nature of traditional theories to
include such demographic factors as education,
marital status, gender, and tenure (Hom & Grif-
feth, 1995). The organizational extensionsinclude
compensation, leadership, co-worker cohesion,
and stress (Hom & Griffeth, 1995). The more
recent analysis of turnover predictors conducted
by Hom et al. (2000) substantiated the earlier
data and provided additional information about
reducing turnover rates.

Inanatmosphere of loss of stability created by
achange in KM technology, there can be a resul-
tant negative impact on employee job satisfaction
and a weakening of the employees’ commitment
to the organization; these factors can therefore
contribute to increased turnover.

Refusal to Participate: Absenteeism

Turnover and absenteeism are frequently consid-
ered part of the same withdrawal process (Mabley,
1980). Gupta and Jenkins (1980) consider both
turnover and absenteeism as manifestations of
organizational withdrawal. One theory argues
that withdrawal progresses from absenteeism
to turnover. Another theory argues that they
(turnover and absenteeism) are alternatives, and
still another that absenteeism and turnover are
unrelated (Gupta & Jenkins, 1980). For the pur-
poses of this chapter, they are defined as separate
symptoms with independent consequences that
can occur within one organization to multiple
individuals.

The root word of absenteeism is absence. Ab-
sence is defined as not present or attending or lost
inthought and not attentive (www.m-w.com). The
early literature highlights two basic themes for
organizational absenteeism. The first is the rela-

tionship betweenabsence and job satisfaction. The
second isthe link between personal characteristics
andabsence. Nicholson and Johns (1985) find both
to be inadequate and instead focus their attention
on the combination of individual characteristics
of both the employee and the organization. This
theory is based on the psychological contract
and cultural absence salience. The comparison
of these two characteristics yields two types of
absenteeism that are relevant to the theory of
organizational LOEs. The first is absence due to
job satisfaction and the second is absence based
on dysfunctional relations between the employee
and employer.

As discussed in the analysis of turnover, mul-
tinational organizations functioning to maintain
a competitive advantage in the 21* century are
faced with perpetual KM technology change. The
vulnerability of individual employees’ response
to those respective changes are factors impacting
job satisfaction. If this response is negative and
the level of job satisfaction is decreased, the prob-
ability of increased absenteeismasaresponse also
increases. The relationship between individual
employees and the employer is also a function
of change resulting in a loss of stability. If the
employee perceives the change as unjustly thrust
upon them, the entitlement attitude emerges and
absence results as rebellion. Increased absentee-
ismaswellasthe other symptoms presented above
have a potential negative impact on effectiveness
of the organization.

Retardation of Development: Motivation

To motivate means to provide with a motive. A
motive is a conscious or unconscious need or
drive that produces an action or behavior—that
is, causing or having the power to cause a motion
(www.m-w.com). The expression retardation of
development implies a lack of motion or impedi-
ment of development. If development is defined as
growth, expansion, or progress (www.m-w.com),
then retardation of development implies the op-
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posite: decline, loss, or failure. Organizational
growth, expansion, and progress would typi-
cally be supported by motivational factors that
enable those results, that is, causes those things
to happen.

The literature describing motivational theory
is cumbersome and often difficult to apply in the
absence of a stable environment. The nature of
KM technology implementation in multinational
organizations is somewhat volatile and requires
theory that can accommodate flexibility. Self-de-
termination theory as defined by Deci and Ryan
(1985) is a plausible alternative.

This theory discusses that all individuals have
natural, innate, and constructive tendencies to
develop an ever more elaborate and unified sense
of self. It focuses on how individuals develop a
coherent sense of self through regulation of their
behavioral actions that may be self-determined,
controlled, or motivated. Technologies of knowl-
edge work require proactive engagement of users
unlike the technologies of data processing and
transaction processing. (Malhotra, 2004)

Malhotra (2002) argued that tacit perspective
of knowledge management should be managed
and controlled mainly by self-control or intrinsic
motivation as described in self-determination
theory.

The basic tenets of self-determination theory
focus on three “needs” that must be satisfied in
order for the individual to remain sufficiently
motivated to accomplish tasks. The needs are
competence, relatedness, and autonomy. In the
absence of any one of these needs, based on the
theory, individual motivation will decline. Or-
ganizational change is a threat to all three of the
defined needs. Reduction in any one of the needs
isconsidered significantenough to warranta tem-
porary decline in motivation. “Human beings can
be proactive and engaged or, alternatively, passive
and alienated, largely as a function of the social
conditions in which they develop and function”
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(Deci & Ryan, 2000). If the symptoms leading
to retardation of development exist, ultimately
there would be an impediment to or reduction
in motivation.

Validation of LOE Symptoms

The theoretical basis by which we can relate a
change in technology to symptoms which can
lead to the organizational LOE is established in
the preceding sections. The practical application
evolves during analysis of the symptoms in the
context of real data to determine the validity and
relevance with respectto the proposed theory. The
data for this research was initially collected by
a project management consulting firm and was
analyzed retrospectively. The mission of the con-
sulting firm was to provide project management
software and managementconsulting services that
assist with the analysis and prediction of work.
This consulting firm provides a comprehensive
software package that provides statistical analysis
by graphing progress on projects and tracking
through to completion. The projects for this re-
search were general newtechnology implementa-
tions, and the data collected was adapted for use
in the initial phase of this research.

Data was analyzed from two independent
databases. Each database contains multiple tables
with detailed informationaboutthe projects, tasks
(including estimated and actual task duration),
risks, strategic objectives, priorities, personnel,
and churn. The databases each contain several
thousand records. The analysis was validated
in interviews with the project manager of each
database. The findings are briefly explained and
summarized below.

Grady (2005) found that the data demonstrated
strong correlations between evidence of symptoms
of loss of stability and the introduction of the new
software. The identification of the symptoms was
based on the analysis of project churn. Churn is
defined as slippage of milestones and deadlines
relative to original schedules within the time-
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Figure 2. Date range of interest

stability

TIME

line for completion of a project. Each incidence
of churn is assigned a “reason” code that was
developed as an explanation of why the slippage
occurred. Analysis of the reason codes revealed
that many of the reason codes could be directly
correlated to the symptoms that employees would
be expected to develop as a result of the loss of
stability.

The date range of interest (see Figure 2) is de-
fined as the pointat which a loss of stability occurs.
The initial loss of stability generally coincides
with the beginning of the new technology imple-
mentation phase; however, itwas noted during the
research analysis that loss of stability occasion-
ally occurred prior to the implementation due to
strong negative anticipation. The loss of stability
isthe pointat which the symptoms begin to occur.
During the date range of interest, the symptoms
escalate in frequency and severity until reaching
the associated maximum churn rate. Based on the
project manager interviews, a maximum churn
rate of greater than 30% constitutes a significant
decline in the overall health of the organization.
This is the point at which the potential is greatest
for development of organizational LOE.

Further analysis of the reason codes for the
churnwas completed to determine whether or not
a pattern of commonly occurring reason codes
was present. The reason codes most commonly
associated with slippage were related to the orga-
nizational LOE symptoms of productivity, morale,
conflict, and motivation. A significant finding of

Figure 3. Example database analysis
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this study was thatthe churnoccurrences included
reason code designations that reflect the consis-
tent exhibition of all six symptoms predicted in
employees who were suffering from a loss of
stability. The research demonstrated that with
the implementation of new technology, the proj-
ects experienced a high rate of churn or slippage
based onthe original project completiontimeline.
The two databases represented in the study were
equivalent. For illustration purposes, a graph of
one of the databases is provided in Figure 3.

Table 2 represents the summary of the date
range of interest and the association of the cor-
responding symptoms for the database. Interviews
with principals of these two companies involved
inthis study revealed the organizations did in fact
experience a decrease in profitability during the
incidentsof increased churn, aswould be predicted
by the Theory of Organizational LOE.

These results indicate an apparent correlation
between the occurrence of negative and/or unan-
ticipated project churn and the exhibition of the
organizational behavior symptoms consistentwith
the Theory of Organizational LOE. The unique
contribution of thisresearch to the existing body of
knowledge is specifically the relationship between
the developments of “loss”-related symptoms in
infants and adults and a similar set of symptoms
in employees who are also experiencing a “loss.”
In this regard, the reported results of the analysis
demonstrate the influence of the symptoms and the
potentially negative impact on the organization.
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Table 2. Summary of date range of interest
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Date Range Productivity | Motivation | Morale | Conflict | Absenteeism | Turnover

June 2003 x x x x

July 2003 x x x x x x

August 2003 x x x x x x

September 2003 x x x x x x

October 2003 x x x x x x

November 2003 x x x x x x
December 2003 x x x
January 2004 x x x

BUILDING SUCCESSFUL
KM PROJECTS

“Accordingto the Standish Group, the implemen-
tation success rate for knowledge management
systems runs at about 30%” (Schultze & Boland,
2000) The tendency to focus on the configuration
of technology in KM projects often overshadows
attemptstoinsure thatthe components of the effort
are aligned with the goals of the organization and
the needs of all impacted, including the workers,
managers, customers, suppliers, and partners.

Multinational organizations are at a particu-
larly high risk for problems with communication
of information and management of expectations
in KM technology projects. Because of the scope
and importance of their KM efforts, and the need
to gainacompetitive advantage across geographic
and cultural boundaries, this often means the
core business processes of the organization must
change. It is these processes that, when changed,
have the potential to engender the greatest resis-
tance from employees and may cause the great-
est potential damage to the effectiveness of the
multinational organization.
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The Heart of KM Is People,
Not Technology

Today’s advanced KM projects often incorpo-
rate a considerable amount of technology and
innovation. It is often the technical focus of KM
projects (the selection of software, hardware,
systems integration, data translation, security
architecture, deployment, maintenance, budget,
etc.) thatis treated as the most critical component
of the project. Thus, knowledge management, on
the surface, is often equated to a slightly more
complicated function of information management.
To the contrary, KM is much more than simply
managing information. “Itis importantto note that
knowledge management problems can typically
not be solved by the deployment of a technology
solution alone” (Ruggles, 1998) “Information
technology, while critical for enabling the spread
of information, cannot capture and store knowl-
edge. Only people can do that” (Senge, Kleiner,
Roberts, Ross, & Smith, 1999) The difficulty in
implementing successful KM technology projects
resides not only in the manner of documentation
and archiving of information, but also in the abil-
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ity of the organization to predict and manage the
behavior of its employees during the process.

“The greatest difficulty inknowledge manage-
ment...is changing people’s behavior” (Ruggles,
1998). Thus, KM is much more than the manage-
ment of knowledge; it is about a better under-
standing and an appropriate utilization all of its
resources, including its people. Itis in this respect
that the Theory of Organizational LOE has the
potential to make its greatest contribution. With
this knowledge a critical component is identified
that will ultimately lead to the ability of KM
implementation projects to be more successful.

While in no way diminishing the intricacy of
the technical issues of a major KM project, it has
been demonstrated consistently that one of the
most critical components to the success of KM
technology projects is not found in the technol-
ogy, but in the employees who will ultimately
embrace or resist it. The focus of this chapter
has been to show why troublesome changes in
employee behavior can be expected to occur as
a result of new KM technology projects, and the
effects those resulting behaviors could have on
the organization.

Issues for Managers of KM Projects

Looming inthe background of this discussion are
secondary connections which may ultimately have
a significant impact on other issues elsewhere in
this book. Consider the employee perception of
“personal” ownership of the organizational tacit
knowledge they possess. The attempt to document
tacitknowledge from experienced employees may
be seenasaninvasion of personal space or athreat
to individual usefulness within the organization.
The potential for thisscenariois further validated
in the research of Harvey (1988, 1999) and Noer
(1993), who state that the employee perception
of being insignificant, irrelevant, or ignored dur-
ing change may have severe implications on the
employee’s performance. The perceived threat to

the employee surrendering tacit knowledge may
be comparable in severity to the feelings of loss
experienced when surrendering a “leaned on”
technology. The potential for an organizational
LOE is considerably increased in KM technol-
ogy projects that expect employees not only to
relinquish tacit knowledge, but simultaneously
adopt new technologies.

This chapter has focused on the identification
of the problem. We have shown that in the process
of change, the removal of familiar technology can
cause the development of symptoms related to a
loss of stability in those employees impacted by
that change. Unfortunately, at this point in the
evolution of the Theory of Organizational LOE,
it is still unclear what can prevent the symptoms
from developing and how to lessen the organiza-
tional impact on proposed KM technology imple-
mentations. However, this research does validate
with reasonable certainty that the symptoms will
develop and why they are developing. Research
that documents possible solutions to this problem
has not yet occurred.

Inthe absence of specific recommendations to
avoid these problems, it is still necessary to bring
this perspective of change into management’s
awareness. The informed manager can move for-
ward with more realistic expectations inplanning
an implementation process that is appropriate to
the organization’s culture. This can include vari-
ous levels of employee involvement on one end of
the scale and plans that adjust for possible delays
in the implementation process on the other. The
manager’s awareness makes him or her a potential
partner in observing and documenting the change
process, and the identification of possible factors
that will lead, ultimately, to solutions. Manage-
ment acknowledgment of the link between em-
ployee psychology and new technology project
success may improve the employee’s perception
of the KM project and enhance his or her ability
todeal withthe perceived loss, and thereby reduce
the potential of an organizational LOE.
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Issues for the Future Study of KM

This chapter has called attention to specific di-
lemmas that may be encountered in the process
of changing to new technologies, and research
continues to further define the intricate relation-
ship between technology change and behavioral
psychology. Ongoing research into the issues
discussed above and how to effectively deal with
these scenarios may soon yield some preliminary
answers to help improve the overall success rate
of KM technology projects.

The LOE theory, borrowing from the advances
inmedical science and psychology, adds rigor and
structure to the study of organizational behavior
and its emerging science. The basic principles of
change, psychology, and organizational manage-
ment are there, but are potentially not aligned
or optimized to effectively address the issues.
Unfortunately, at this point in the evolution of the
practice of management, we still struggle with the
concept of establishing a universal foundation
on which to build answers. The only certainty is
that we have an obligation to take human nature
into consideration at all levels of the organiza-
tion. Knowledge management, and especially the
endeavor to capture tacit knowledge, stands to
benefit greatly from the continued research into
change management and employee psychology
related to KM technology projects.

CONCLUSION

The organizational development aspects of the
successful organizationare no longerafunction of
acquiring skilled employees and assigning those
employeesinsuchaway thatorganizational objec-
tivesare met. Now more thanever, organizational
development is challenged by a rapidly changing
technological environment. These challenges will
continue to escalate as more and more companies
are forced to become multinational in order to
compete. In order to sustain growth, in addition
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tonew issues involving global marketing, produc-
tion, distribution, and so forth, organizations must
develop an inventory of knowledge assets and act
to preserve and/or disseminate them in such a
manner that they will be accessible everywhere
in the organization.

At least one area needing attention is the de-
velopment, in all levels of our organizations, of a
continuous learning process that is intuitive and
predictable in dealing with issues of employee
acceptance of newtechnologies. Inthe absence of
this integrative practice, the organization will be
vulnerable to a loss of stability, which manifests
itself in the form of symptoms that lead to the
eventual decline into an organizational LOE.

To maximize success, organizations must ex-
pand their focus during the implementation of new
KM projectstoaligntheir information technology
and human capital for organizational benefit. This
paradigm shift applies to the KM project scope,
requirements development, technology solution
selection, and project implementation. From a
long-term perspective, organizations must also
change their human resource and human capital
programsto identify, acquire, foster, and develop
traits in our employees that will allow them to
be more open to continual change in the work
environment.

The continued evolution of the research on
the organizational LOE theory and similar others
seeks to provide a scientific structure on which to
influence the science of managementand enhance
the integration of successful KM technology
projects. Questions such as those discussed in
this chapter highlight the evolutionary nature
of the study of management and emphasize the
struggle to establish a true science. It is through
the monitoring of these new discoveries in this
emerging science, just as they monitor the health
of the KM technology projects and the health of
the overall organization, that managers can hope
to achieve the competitive advantage of a well-
engineered KM initiative and avoid the potential
impacts of an organizational LOE.
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Chapter VIl
Architecting Knowledge
Management Systems

Shankar Kambhampaty
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ABSTRACT

Organizations need well-architected systems for knowledge management (KM). This chapter begins
with a review of approaches adopted by organizations for developing KM solutions. It defines a set of
components that can form the building blocks for developing a knowledge management system. The
relevance of the principles of Service-Oriented Architecture (SOA) to KM solutions is explained. It
presents the architecture of a generic knowledge management system based on the components defined
and the principles of SOA. It then discusses the patterns for implementing the architecture, followed by

maturity levels of knowledge management systems.

INTRODUCTION

Knowledge management (KM) is a practice for
managing the intellectual assets of an organiza-
tion. A successful knowledge management pro-
gram increases employee productivity by provid-
ing systems that not only allow for information
accessand sharing of explicit knowledge, butalso

enable expression of tacit knowledge in the minds
of the people through collaboration. Organizations
that successfully implement knowledge manage-
ment programs have well-architected systems
supported by good training and cultural change
management practices to ensure that the systems
are leveraged fully forimproved productivity and
competitive edge (Calwell, 2004).
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KNOWLEDGE MANAGEMENT
SOLUTIONS

Most organizations keen on implementing ef-
fective knowledge management solutions be-
gin with a systematic process of defining KM
requirements. A knowledge management team
is formed with clearly defined objectives. The
different approaches adopted by organizations
in architecting and implementing KM solutions
are as follows.

Evolutionary Approach

Many organizations architect solutions in an
evolutionary manner. AKM initiative islaunched
as part of an existing enterprise portal, and other
systems in the enterprise are extended to meet
KM goals.

Product-Based Approach

The key aspect of this approach is to base the
solution on products available from vendors or
from open source. The different products that are
needed to meet the KM objectives are identified,
and the solution is architected based on custom-
ization of products.

Hybrid Approach

In this approach, while existing systems are ex-
tended wherever appropriate, suitable products
are also identified and customized to meet the
KM objectives of the organization.

COMPONENTS OF KNOWLEDGE
MANAGEMENT SYSTEMS

While the knowledge management solutions dis-

cussed above address certain requirements, they
provide very few insights into components that
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could form the basis of a KM system independent
of technology.

As knowledge management is a practice and
not a technology concept (Rasmus, 2003), it
becomes necessary to consider architectures for
KM systems that are independent of technologies
and are based on generic components that can be
implemented using a variety of technologies and
products.

A detailed study of requirements identified by
practitionersand researchers, and areview of KM
systems implemented in organizations revealed
that generic components could be identified that
could form the basis of the architecture of a KM
system. The generic components identified are
as follows:

. Aggregator

. Segregator

. Publisher

. Explorer

. Collaborator

. orchesTrator

. Storage & network

These componentswill be collectively referred
to as ASPECTS of KM systems.

Figure 1 shows the components of the KM
system. Each of the components shown in the
figure has been defined to meet a specific require-
ment of the system.

The aggregator component accesses data in
a number of sources of the organization and cre-
ates index information in the storage & network
component.

The segregator component maintains tax-
onomy of knowledge topics and classifies the
indexed information created by the aggregator
component based on the categories defined for
the enterprise.

The publisher component exposes the explicit
knowledge created by the aggregator and segre-
gator components through different mechanisms
such as enterprise portals, newsletters, and train-
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Figure 1. Components of the KM system
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ing updates. This component is meant to update
and generate interest in users who may not be
looking for specific information or data.

The explorer component is the mechanism for
the users in the enterprise who may be interested
in information related to specific topics. It allows
for search and retrieval of ranked lists of results
for the search criteria indicated by the users.

While all of the above components address
the needs of managing explicit knowledge, the
collaboration component is specifically meant to
facilitate communication, and sharing and transfer
of tacit knowledge.

One of the challenges in KM is to have the sys-
tems continuously refreshed with new knowledge
to maintain a high degree of richness that would
make users repeatedly use and contribute to the
KM system. The orchestrator component brings
the dynamism to the KM system and ensures that
all the other components perform continuously
their respective functions in order to provide a
live knowledge environment.

ARCHITECTURE OF THE GENERIC
KM SYSTEM

Using the ASPECTS defined in the earlier section,
several architectures can be developed for KM
systems based on different architectural styles
that incorporate some or all of the components
mentioned to address the requirements of an
organization.

One of the architectural trends, Service-Ori-
ented Architecture (SOA), is relevant to KM.
Industry analysts such as Gartner (Abrams &
Smith, 2003) predict that over 80% of the business
applications sold between 2005 and 2008 will be
based on the principles of (SOA).

Several key drivers are common to both SOA
and KM:

a.  There is increasing demand on organiza-
tions for agility in their business processes
in order to stay competitive in changing
market situations. SOA is considered as
a right fit for such requirements, as the
services model allows for restructuring of
business processes. Likewise, organizations
that wish to leverage their intellectual as-
sets for competitive advantage need also to
bring together the relevant explicit and tacit
knowledge in a form and shape that can be
applied to gain the required advantage.

b. Both SOA and KM aim at reuse of intel-
lectual assets.

c.  When fully implemented, both SOA and
KM, target the enterprise.

d.  Whilethe focus of KM is on knowledge and
that of SOA isoninformation, both SOA and
KM need information integration (Frank,
2001). This is the driving convergence of
KM and information management (IM)
initiatives (Harris, 2004).

The following sub-sections discuss some of
the key concepts of SOA and the architecture of
KM system based on SOA.

Service-Oriented Architecture
Service-Oriented Architecture is an architecture
style that involves exposing reusable functionality

ofanapplication asservices that can be consumed
by other applications.
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Figure 2. Enterprise Strawman for SOA
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The following are some of the key aspects
of SOA:

1. Service provider applications expose
services as per the published “contract”
without knowledge of who the consumer
is. Likewise, service consumer applications
consumeservicesas per the published “con-
tract” withoutknowledge of whois providing
theservice. Thisbringsabout loose coupling
between service provider and consumer.

2. The four tenets of service orientation are
(Evdemon, 2005):

a.  Boundaries are explicit.
b.  Services are autonomous.
c.  Services share schema and contract.
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d. Service compatibility is based on
policy.

Content routing, transformation, and deliv-
ery between service provider and consumer
can be handled by a mediator pattern called
the Enterprise Service Bus (ESB). The ESB,
therefore, serves the purpose of connection
and integration.

The services in an organization can be

grouped under fourtypes of services (Kamb-

hampaty & Chandra, 2006):

a.  Client Services: Enable and deliver
content to users.

b.  Business Process Management Ser-
vices: Handle orchestration of business
processes implemented in business
applications.
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c. Business Application Services: En-
capsulate access to the functionality
of the business processes.

d. Data Services: Encapsulate access to
data in various sources.

ESB integrates the service providers and con-
sumers. The Enterprise Strawman for SOA based
on the above classification is shown in Figure 2.

Architecture of KM System Based on
SOA

The components of KM, namely the ASPECTS,
can be incorporated into the SOA architecture
shown in Figure 2 resulting in an SOA-based
architecture for KM. There are two advantages
with such an approach:

1. Thearchitecture would supportand provide
all the benefits of SOA.

2. The investments made by the organization
in implementing SOA or KM can be lever-
aged by both.

Figure 3 shows the architecture of the KM
system based on SOA.

Each of the ASPECTS is implemented as one
ormoreservicesas per the services model of SOA.
Aggregator services are part of the data services.
On being invoked by the orchestrator services
or as per a pre-defined schedule, the aggregator
servicesaccessinformationand datainenterprise
systems and typically create index information
in storage. Segregator services are invoked by
the orchestrator services or by editorial staff in
the enterprise for classifying the information as
per the taxonomy defined. This would involve
creating metadata in storage that the publisher
services can use as input. Publisher services (on
being invoked by the orchestrator component or
enterprise portal staff) use the content in storage
toupload updated information for access by users.

Publisher services are client services and often
invoke the explorer services when users wish to
search for specific information. Publisherservices
also invoke collaboration services such as chat,
instant messaging, and Web meetings, and the tacit
knowledge brought out in such efforts can once
again be acted upon by the aggregator services.

PATTERNS FOR ASPECTS

Each of the ASPECTS of KM shown in Figures
1 and 3 can be implemented based on design
patterns. This section discusses the applicable
patterns that provide solutions to address the
requirements of ASPECTS.

A design pattern is a solution to a recurring
problemin specific design situations (Buschmann,
Meunier, Rohnert, Sommerlad, & Stal, 1996).
Identifying the design patterns applicable to each
of the ASPECTS of KM would enable the solution
related to each of the components to be applied
repeatedly regardless of the technology used for
implementation.

Aggregator

The patterns applicable for the aggregator com-
ponent are: composite pattern (Gamma, Helm,
Johnson, & Vlissides 1994), cascade pattern
(Foster & Zhao, 1999), whole-part pattern (Bus-
chmann etal., 1996), and application patterns for
information aggregation (IBM, 2004).

The aggregator would also need to index in-
formationaggregated. A full-textindexingandre-
trieval algorithmand implementationis discussed
in Chellappa and Kambhampaty (1994).

Segregator
Topic map design patterns for information archi-
tecture (Techquila, n.d.) address the requirements

ofasegregator effectively. Hierarchical classifica-
tion pattern, hierarchical naming pattern, topic-
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per term thesaurus pattern, and topic-per concept
thesaurus pattern are the patterns applicable to
the segregator.

Publisher

The application patterns of self-service (IBM,
2004) suit the requirements of the publisher. The
other relevant patterns are the observer pattern
(Gammaetal., 1994) and the publish subscribe pat-
tern (Buschmannetal., 1996). With awide variety
of portal products available in the market, rarely
are these patterns implemented ground-up.

Explorer

The search pagination and item pagination pat-
terns (Yahoo, n.d.) are the patterns applicable
for the explorer in providing the response based
on the queries provided by the users. A search
engine would need to be developed (Chellappa
& Kambhampaty, 1994) that would provide the
results of search activities of the user.

Collaborator

The application patterns for collaboration can
address most of the requirements of the collabo-
rator (IBM, 2004). Additionally, whole activity
patterns, data patterns, and support patterns listed
in DiGiano et al. (2002) can address additional
requirements. Asinthe case of the publisher, most
of the functionality istypically implemented using
the wide variety of products available.

Orchestrator

Orchestration engine (DiGiano et al., 2002), or-
chestration language, orchestration builder, and
compensating action are the key patterns for the
orchestrator. With BPEL -standard-based products
being available in the market, this component is
rarely developed ground-up.
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Storage & Network

Patterns for access integration and application
integration (IBM, 2004) are some of the key
patterns to address the key requirements of this
component at the application level. The integra-
tion middleware and storage systems available
from several vendors are also needed to meet the
requirements at the hardware level.

MATURITY OF THE KM SYSTEM

The maturity of the KM system can be established
based on the extent to which the ASPECTS are
implemented. Five levels of maturity can be de-
fined accordingly:

. Level 1—Initial: In this initial level, the
aggregator and segregator components are
implemented to some extent with rudimen-
tary search and retrieval mechanism.

. Level 2—Publisher: Inthe publisher level,
the aggregator and segregator components
are further implemented, and the publisher
component (typically an enterprise portal)
is implemented.

. Level 3—Explorer: By the time an orga-
nization has reached this level, a culture of
using KM systems for accessing the explicit
knowledge would have set in. Users would
demand facilities to search and retrieve
information of their interest. The explorer
componentisimplemented by the organiza-
tion.

. Level 4—Collaboration: With the users
leveraging the KM system fully for explicit
knowledge, the organization focuses on in-
novative ways of making the tacitknowledge
shareable. The organization would be in a
positiontotargetareal-time enterprise from
a business perspective. The collaboration
component is implemented to address the
KM needs.
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. Level 5—Orchestration: A real-time
enterprise would be a reality when the or-
ganization reached this level. Not only will
the business processes be agile, but also the
cultural and systemic infrastructure of the
organization would be conducive to imple-
mentthe orchestration component that would
bring dynamism to the KM activities.

CONCLUSION

This chapter discussed the architecting of KM
systems. The key components constituting the
ASPECTS of KM system were discussed. The
relevance of Service-Oriented Architecture to
KM was brought out, and the architecture of a
generic KM system based on SOA was presented.
The patterns for implementing the ASPECTS
were discussed, and finally a maturity model
for KM systems based on implementation of the
ASPECTS was also provided.
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ABSTRACT

Information and knowledge management technologies and globalization have changed how firms in service
industries formulate, implement, and sustain competitive advantage. This research project contributes
to our understanding of the relationships between global knowledge management technology strate-
gies and competitive functionality from global IT. Based on field research, this study found that global
knowledge management technology strategies have a positive impact on competitive advantage from
information technology applications functionality from global IT. This study provides recommendations
to international engineering, procurement, and construction industry executives regarding the impact
of knowledge management strategies and global information technology on competitive advantage of

firms in their industry.

RESEARCH ISSUE

Global knowledge managementtechnologies have
changed how firmsinservice industries formulate,
implement, and sustain competitive advantage
(Schulte, 2004). Moreover, information technol-
ogy and telecommunications have been driving
forcesbehind the globalization of many industries

(Roche & Blaine, 2000). In addition, global infor-
mation technology has ushered in the knowledge
economy and enabled knowledge management
to enhance competitive advantage (Stankosky,
2005; Schulte, 1999; Giraldo & Schulte, 2005).
Knowledge creating factors managed by govern-
ments have also enhanced the innovation of many
firms and patent production in industries around

the world (Revilak, 2006).
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Moreover, the strategic importance of informa-
tiontechnology isanestablished propositioninthe
information systems and strategic management
literature (Roche & Blaine, 2000). In addition,
scholars have argued that multinational corpo-
rations (MNCs) have improved performance by
ensuring that their information technology and
knowledge management strategies are congruent
withtheirbusinessand corporate strategies (Giral-
do & Schulte, 2004; Stankosky, 2004). In general,
knowledge management is a widely accepted
factor in creating efficiency, effectiveness, and
sustainable competitive advantage (Stankosky,
2004; Schulte & Sample, 2005; Davenport &
Prusak, 1997; Drucker, Garvin, Leonard, Straus,
& Brown, 1998; Edvinsson & Malone, 1997;
Dixon, 2000; Nonaka & Takeuchi, 1995; O’Dell
& Grayson, 1998; Schwartz, 2005; Sveiby, 1997;
Stewart, 1997; Choo & Bontis, 2002; Liebowitz
& Wilcox, 1997; Revilak, 2006).

RESEARCH QUESTION

This research project will attempt to contribute
to our understanding of the relationships between
global information technologies, knowledge
management, and competitive advantage. Com-
petitive advantage is the mostimportant common
denominator in the global information technol-
ogy, knowledge management, and international
corporate strategy literature. This study is an
exploration of the factors that contribute to the
competitive performance of firms competing
in international engineering, procurement, and
construction industry. The purpose of this study
is to explore the following research question:

To what extent do global information and
knowledge management technologies affect the
competitive advantage of global organizations in
the international engineering, procurement, and
construction industry?

This study provides recommendations, based
on the results of the research, to international en-

gineering, procurement, and construction industry
executives about how knowledge management
technology strategies can impact functionality
competitiveness from information technology
applications including knowledge management
systems.

THE INTERNATIONAL
ENGINEERING, PROCUREMENT,
AND CONSTRUCTION (IEPC)
INDUSTRY

Construction is one of the most influential in-
dustries in the world (Schulte, 1997, 2004). This
position is based onthe following nine arguments.
First, it is the world’s largest industry, represent-
ing a significant percentage of the world’s total
Gross Domestic Product. Because construction
is labor intensive, it creates a significant share
of global employment, especially in developing
countries.

Second, changes in the construction services
industry have an exponential impact on the world
economy. Construction’s impact extends far into
the value chain, both upstream and downstream
inmany industries. Construction projects increase
salesinrelated industriessuchasheavy equipment,
transportation, cement, steel, and financial and
other services. Furthermore, the spin-off effect
of the industry influences all major industries in
the economy, particularly those requiring indus-
trial plant, commercial facilities, or infrastructure
construction.

Third, despite recent increases in privatiza-
tion, regional economic integration, and market
liberalization in emerging markets, construction
continues to have some degree of government
protection worldwide. Many governments on all
levels provide local content rules or erect barriers
to entry from foreign competitors to ensure the
viability of domestic firms.

Fourth, the long-term consequences of the
IEPC industry affect many stakeholders in society.
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Projects promote higher standards of living and
economic development. This fosters an increase
in the number and variety of goods and services
available to consumers. The spillover creates not
only economic, but also social benefits.

Fifth, the IEPC industry is inextricably linked
to government. Government is both a major client
and a major supplier to contractors. While they are
sometimesusedas aninstrument ofa government’s
domesticand foreign policies, contractorsalsoexert
a significant influence on government policy.

Sixth, whileitsimpactonthe worldeconomyand
government policies is considerable, as discussed
above, the IEPC industry is extremely sensitive
to macroeconomic adjustments, political changes,
and advancements or setbacks in related and even
unrelated industries.

Seventh, the industry is also highly concen-
trated. A relatively small group of very large firms
control a significant amount of billings awarded to
foreign contractors in the worldwide market.

Eighth, another unique trait is that, unlike most
exports, the exported productis constructed almost
entirely in the host country.

Finally, construction projects in the IEPC in-
dustry typically extend over a long time period.
Therefore, success in the industry is affected by a
contractor’s ability to manage overlapping projects
at different stages at different job sites over time,
and by building sustainable competitive advantage
(Schulte, 1997).

LITERATURE REVIEW

The new globally competitive information
economy increases complexity for information
executives to more than they have had to manage
in the past. For example, traditional national and
regional boundaries are being redrawn by infor-
mation and Web technologies. Also, regulations,
standards, trade policies, tax policies, and other
economic and political forces are responding
to the needs of the knowledge economy. Social
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and other external pressures are evolving to
keep pace with the global changes. Infrastruc-
ture investment priorities are also adapting.
Telecommunications infrastructures in many
nations are privatizing and moving toward more
advanced technologies, leapfrogging ahead of
many more economically advanced countries. As
global competition increases, the integration of
strategic management and information technol-
ogy will become a more significant factor in the
competitive advantage, innovation, and financial
performance of firms around the world (Schulte,
1999; Revilak, 2006).

Also, scholars have recently beguntointegrate
research from different disciplines including
international strategic management, global in-
formation technology, and knowledge manage-
ment to explore answers to questions about the
management of global information and knowledge
management technology. In recent years, stud-
ies have been conducted providing support for
the strategic impact of global information and
knowledge managementtechnology, and competi-
tive advantage in global organizations (Giraldo
& Schulte, 2005; Schulte, 2004).

Knowledge Management and
Competitive Advantage

Leaders in global organizations need to develop
adaptive knowledge managementskillstoachieve
competitive advantage. They usually formulate
strategic plans based on models thatdo notaddress
complexity and dynamic knowledge workplaces.
They also focus on precise metrics instead of
patterns generated by the flow of global knowl-
edge. Traditional approaches to gain sustainable
competitive advantage are limited. Recent re-
search answered the following research question:
Are there any correlations between knowledge
management technologies, knowledge flows,
communities of practice, and actions conducted
to adapt an organization to its external and in-
ternal environments? Strong correlations were
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foundusinganorganizational learning and action
framework (Giraldo & Schulte, 2005).

Moreover, scholars have identified the need for
anorganizational transformation thatemphasizes
collective knowledge and team development. It
is clear in their literature that survival depends
on converting the organization into a knowledge-
based organization (Drucker, 2001). Knowledge
is becoming a critical resource for global success
and isasource of competitive advantage (Nonaka
& Takeuchi, 1995; Grant & Spender, 1997: Grant,
1997; Spender, 1997). Consequently, efforts in
developing collaboration and knowledge man-
agement are essential to the survival of the firm
that attempts to compete in the global knowledge
economy (Doz, Santos, & Williamson, 2001).

Both external and internal knowledge are
sources of competitive advantage (Stankosky,
2005). Frameworks have been posited that at-
tempt to understand the flow of knowledge and
the knowledge creation process within an orga-
nization as a source of competitive advantage
(Nonaka & Takeuchi, 1995). Others suggest that
arelationship between organizational knowledge
and competitive advantage be moderated by the
firm’s ability to integrate and apply knowledge.
Many scholars have explored the impact of ac-
cumulating knowledge, creating value, and estab-
lishing competitive advantage (Choo & Bontis,
2002; Liebowitz & Wilcox, 1997).

Global Knowledge Integration and
Local Responsiveness Framework

Simon and Grover (1993) explored the strategic
use of information technology in international
business and developed a framework for informa-
tiontechnology applications. The authorsexplored
the use of information technology by applying
the global integration and local responsiveness
(I/R) framework as proposed by Prahalad and
Doz (1987). Their study also explored the dimen-
sions of competitive advantage that theoretically
emerges from an overall fit between information

technology strategy and business strategy. Simon
and Grover (1993) conclude:

...the link between IT and international business
strategy can define the boundaries of the firm
and facilitate its success or failure. The ability to
coordinate and control the dispersed activities of
these global firms is essential to the attainment of
competitive advantage in the global marketplace.
The [I/R] framework demonstrates how the fit
between afirm s strategic decisions and [T applica-
tions can be used to attain competitive advantage
in the international environment. (p. 40)

Thetransnational solution provides new struc-
turesand new leadership requirementsto compete
globally (Bartlett, Ghoshal, & Birkinshaw, 2003;
Johnson, Lenn, & O’ Neill). Interestingly, some
scholars who discuss global information and
knowledge management technology manage-
ment also applied the global integration/local
responsiveness model to help explain the impact
of information technology decisions on a firm’s
competitive advantage (Schulte, 2004; Deans &
Ricks, 1993; Palvia, Palvia, & Zigli, 1992). Figure
1 provides amodification of the global integration
and local responsiveness framework introducing
the knowledge dimension (Schulte, 2004).

Figure 1. Global knowledge integration/local
knowledge responsiveness: International corporate
strategy categories (Adapted from Bartlett et al.,
2003; Prahalad & Doz, 1987, Schulte, 2004)
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Global Information and Knowledge
Management Technology

The management of global information and tech-
nology is a rapidly growing area of interest to
researchersininformation systems, international
management, and strategic management (Roche
& Blaine, 2000; Schulte, 1999; Banker, Kauff-
man, & Mahmood, 1993). Consequently, they
argue that the strategic information technology
capabilities of management have a positive and
significantimpact on firm competitiveness (Palvia
etal., 1992).

In summary, important conclusions can be
derived from the literature on the management of
global information and knowledge management
technology:

1. Firms competing in the global marketplace
that align their information and knowledge
management technology capabilities with
their overall corporate and business strate-
gies will benefit from increased sustainable
competitive advantage.

2. Information and knowledge management
technology capabilities are not the primary
contributors to this competitive advantage.
Technology is an enabler of management
capabilities (Schulte & Sample, 2005; Deans
& Ricks, 1993; Ives & Jarvenpaa, 1991).

Giventhe strategic importance of information
technology, how can it be measured? The next
section of this document addresses the issue of
strategic information technology measurement. In
the search for reliable toolsto measure information
technology impacts on competitive advantage,
one framework has endured. Not only has it been
developed from a foundation in strategic man-
agement theory, but it also has been empirically
validated and tested for reliability (Schulte, 1999).
That framework is the Competitive Advantage
Provided by an Information Technology Appli-
cation (CAPITA) developed by Sethi and King
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(1994). The next section of this chapter discusses
this useful framework.

Competitive Advantage Provided by
Information Technology Applications

Sethiand King (1994) developed areplicable mod-
el and framework to understand the relationships
between informationtechnology applicationsand
competitive advantage. They identified attributes
that characterize the competitive advantage of the
firm. The advantage of this approach is that it pro-
vides information about how and why information
technology affects competitive advantage.

The CAPITA framework was empirically
tested to assess the measurement properties to
ensure the framework’s usefulness as a research
tool by evaluating unidimensionality, convergent
validity, discriminant validity, predictive valid-
ity, and reliability. According to Sethi and King
(1994), “the CAPITA dimensions are positively
correlated with each other and...all coefficients
are significant. This implies that the CAPITA
dimensions accrue multiple benefits to the orga-
nization” (p. 1616).

This study borrows from the CAPITA con-
struct to identify and measure the global strategic
information technology capabilitiesand knowledge
management strategies of the firm. The CAPITA
dimensions used in this study include resource
management functionality and resource acquisition
functionality. “Resource acquisition functionality
measures the impact of the firm’s ability to order,
acquire and accept a resource. Resource manage-
ment functionality consists of the impact of IT on
the utilization, upgrade, transfer, disposition, ac-
counting and post-acquisition leverage of the firm’s
resources” (Sethi & King, 1994, p. 1613).

These strategic information technology ca-
pabilities are grounded in both the industrial
organization economics and the resource-based
views of the firm. Functionality competitive ad-
vantage theoretical constructs and relevance to
firm performance are summarized in Table 1.
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Table 1. CAPITA dimensions supporting theoretical concepts, authors, and relevance to firm performance
(Adapted from Sethi & King, 1994, p. 1605, Schulte, 1999)

CAPITA Dimension

Theoretical Constructs

Relevance to Firm Performance

Differentiation

Functionality

Customer service
Add value for customers
New products and services | Change the nature of the industry

Unique product features

Uniqueness
Build and maintain customer loyalty

Increase innovator’s market share

Increase market power

RESEARCH HYPOTHESIS

Global knowledge management technologies
(GKMTs) have become important determinants
for international expansion and competitiveness
in the IEPC industry. This section of the chapter
will discuss the framework hypotheses, revised
conclusions, implications, and recommendations
for extension and replication of this research.

Based on the literature review, it is logical to
ask: What impact does global knowledge man-
agement technology strategy have on CAPITA
functionality from global information technol-
ogy? This exploration brings us closer to an
approximation of the real relationships between
global information and knowledge management
technology and competitive advantage in the
IEPC industry. The following is the hypothesis
generated from the literature review and field
interviews:

H1: Asglobal knowledge managementtechnology
strategies increase, CAPITA functionality from
global IT increases.

Totestthe hypothesisinthisstudy, theindepen-
dentand dependent variables were calculated and
transformed by creating indexes of the means of
the items used to measure each construct. The key
constructs of interestwere CAPITA functionality
from global information technologies (GITs) and
global knowledge managementtechnology strate-
gies. CAPITA functionality from global IT index
was calculated from the responses to the surveys

by the CIOs of the firms. The global knowledge
management strategy index was calculated from
responses from the firm’s CEOs.

DATA COLLECTION AND TARGET
SAMPLE

Questionnaires were mailed to the CEO and CIO
of the top 225 firms in the international engineer-
ing, procurement, and construction industry as
defined by the Engineering News Record, atop-tier
professional journal for the GCS industry. This
choice was considered the mostappropriate single
source. Sethi and King (1998) acknowledged that
“the use of multiple respondents, including senior
business executives and IT users, would have
enriched the data further and eliminated some
biases and inaccuracies” (p. 1608).

The population for this study was the Top 225
global contractorsas described by the Engineering
News Record. The response rate was about 20% (46
out of 225) respondent firms, and the population’s
global market share growth and other measures
were compared to ensure representative nature of
the sample. This is a typical operation procedure
in strategic management research and was used
in previous studies (Schulte, 1999).

Given that this study does not attempt to
explain firm behavior beyond the population of
the top 225 firms, this sample can be used for
purposes of statistical inference. This study only
generalizes to the industry segment represented
by the top 225 firms described by ENR. Statistical
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significance, therefore, is relevant in this case and
was used to make statements from the specific
sample to the whole industry segment. Moreover,
this study does not attempt to claim casualty.

In addition, this study enriched the data col-
lection process and reduced potential limitations
by gaining support of ENR’s publisher and editor,
and other international engineering, procurement,
and construction industry opinion leaders. In his
study, Schulte (1999) found the items to measure
CAPITA functionality from global IT and global
knowledge management technology to have a
high degree of reliability and construct validity.

Survey measures for CAPITA functionality from
global IT are listed in Table 2. The items used to
measure global knowledge managementtechnol-
ogy strategies are summarized in Table 3.

RELIABILITY OF MEASURES

A key concern in this type of research is ensur-
ing reliable measures—that is, variables that
constantly measure the same phenomenon.
Strategies to enhance reliability of measures
included the following: consistently recording

Table 2. Survey items used to calculate CAPITA functionality from global IT

Survey Measure Items
Respondents were asked to respond on a scale from 1 to 7 on statements based
on the following effect of global IT on the item.

Impact on primary users to monitor the use of the resource

Impact on primary users to upgrade the resource if necessary

Impact on primary users to transfer or dispose of the resource
Impacton primary usersto evaluate the overall effectiveness or usefulness
of the resource

Impact on primary users to order or put in a request for the resource

. Impact on primary users to acquire the resource

. Impact on primary users to verify that the resource meets specifications

CAPITA Functionality | ¢
from Global IT Variables

Table 3. Survey items used to calculate global knowledge management technology strategies

. The main role of foreign operations should be to implement parent company strategies.

. New knowledge should be developed at the parent company and then transferred to foreign units.

B A firm should provide coordination and control necessary for efficient operations throughout the firm.

B A firm’s systems should be simultaneously globally efficient, provide local responsiveness, and quickly
diffuse organizational innovation.

. Solutions should use international standards and a planned common architecture that meets the needs
of various-sized foreign operations in diverse environments.

. Solutions and applications should be shared across the worldwide organization.

. A firm should use universal dictionaries for understanding solutions and applications.

B Innovation should be a cooperative activity sharing knowledge between home office and foreign operations.

. A firm should build information and communication cost advantages through centralized knowledge
management.

. A firm’s strategy should be focused on worldwide efficiencies from a global information and commu-
nications system.

B Organization learning should emerge from contacts between home office and foreign operations personnel.

. A firm should have strong linkages between the home office and foreign operations based on coopera-
tion and mutual assistance.

B A firm should rapidly disseminate innovations while continuing to provide flexibility required to be
responsive to local needs of foreign operations.

. Foreign operations receive and adapt products and services offered by the parent company to the best
advantage in the countries in which they operate.

. A firm should centralize its systems to achieve global economies of scale.
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Table 4. Internal reliability of the constructs in
the study using Cronbach’s alpha

Construct Cronbach’s Alpha
CAPITA Functionality from Global IT .9323
GKMT Score .9110

Table 5. Correlations of CAPITA by GIKMT
scores

GKMT SCORE

CAPITA Functionality from
Global IT

.586**

data, using continuous rather than discrete data
for performance measures, and using multiple
items to measure concepts so that the relation-
ships can be empirically analyzed using multiple
statistical techniques including cluster analysis
and discriminant analysis. As summarized in
Table 4, Cronbach’s alpha was calculated for the
constructs derived from the items in the survey
instruments that yielded high reliability.

CONCLUSION

This study explored the relationships of CAPITA
functionality fromglobal IT and GKMT strategy.
To that end, correlations and regressions were
conducted between GKMT and CAPITA func-
tionality from global IT to test the hypothesis.
CAPITA functionality from global IT served as
the dependentvariable ineach case. The indepen-
dent predictor variable was the global knowledge
management technology index. As can be seen
in Table 5, CAPITA functionality from global IT
is significantly correlated to global knowledge
management technology at the p<.01 level. Mul-
ticollinearity was not an issue.

Based on the data collected, it appears that
increases in knowledge management technol-
ogy strategies will increase the functionality
competitive advantage provided by global
information technology applications. In this
sample of IEPC firms, as GKMT scores in-
creased, CAPITA functionality from global
IT also increased as illustrated in Figure 2.

** Correlation is significant at the 0.01 level (2-tailed).

Figure 2. Plot of CAPITA functionality and
GKMT score

ERPITA
Fungtionality
from

obal IT

2.07 2.87 3.60 4.40 5.20 6.20

GKMT Strategy

MANAGERIAL IMPLICATIONS

These findings support a strategy that global
informationand knowledge managementtechnol-
ogy should have more recognition and resources
in [EPC firms. In addition, GKMT managers in
IEPC firms could use these results to negotiate
for an influential role in the strategic formulation
discussions of the firm. Specific global knowledge
management technology strategies are strongly
correlated with CAPITA functionality fromglobal
IT. Thisstudy provides a heuristic guide for IEPC
executives to make decisions and formulate global
knowledge management technology strategies to
achieve competitive advantage from IT applica-
tions. The following list provides a summary
of strategic guidelines to achieve competitive
functionality using global knowledge manage-
ment technologies.
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The mainrole of foreign operations should be
to implement parent company strategies.
New knowledge should be developed at
the parent company and then transferred to
foreign units.

A firm’s KMT should provide coordination
and control necessary for efficient operations
throughout the firm.

A firm’s KMT systems should be simul-
taneously globally efficient, provide local
responsiveness, and quickly diffuse orga-
nizational innovation.

KMT solutions should use international stan-
dards and a planned common architecture
that meetsthe needs of various-sized foreign
operations in diverse environments.

KMT solutions and applications should be
shared across the worldwide organization.
A firm should use universal KMT dictionaries
for understanding solutions and applications.
Innovation should be a cooperative activity
sharing knowledge between home office and
foreign operations.

A firm should build information and com-
munication costadvantagesthrough central-
ized knowledge management.

A firm’s KMT strategy should be focused
on worldwide efficiencies from a global
information and communications system.
Organization learning should emerge from
contacts between home office and foreign
operations KMT personnel.

A firm should have strong KMT linkages
between the home office and foreign op-
erations based on cooperation and mutual
assistance.

A firm should rapidly disseminate KMT
innovations while continuing to provide
flexibility to respond to local KMT needs
of foreign operations.

Foreign operations should receive and adapt
KMT products and services offered by the
parent company to the best advantage in the
countries in which they operate.

. A firm should centralize its KMT systems
to achieve global economies of scale.

Implications for IEPC executives from these
strategies include several changes to the manage-
mentof their firms including the construction value
chain. Forexample, some [EPC firms work 24 hours
a day on design projects and proposals as teams
share knowledge and engineering drawings on a
globalintranet. Atthe end of the workday, the design
team in the United States hands off their work and
tacit knowledge to the team in Europe, who then
passes along their work to the team in Asia. Eight
hours later the team in the United States resumes
work on the plans with the added knowledge and
insight by the entire global design team.

SUGGESTIONS FOR FUTURE
RESEARCH

This was an exploratory study in a single seg-
ment of the world’s largest service industry.
Obviously, much more research, replications,
and interpretation must be done. In general, this
study calls for more global and interdisciplinary
research combininginsight from practitionersand
theorists from strategic knowledge management,
international strategic management, and global
information technology. This type of multidisci-
plinary research is needed to better understand
the complex dynamics of aglobalizing knowledge
economy.

Several areas of research could include the
following:

1. The RBV school plays an important role
in understanding Global Information and
Knowledge Management Technology.

2. The knowledge-based view may provide
additional insight into the strategic manage-
ment of global information and knowledge
management technology.
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3. Otherdimensions of competitive advantage
from knowledge and information technolo-
gies should be analyzed including efficien-
cies, innovation, and sustainable competitive
advantage.

Clearly, moreresearchmustbe done to develop
acomprehensive understanding of global informa-
tionand knowledge managementtechnologiesand
their impact on competitive advantage. Knowl-
edge can be seen as part of the resource-based
view of the firm, where global IT knowledge and
knowledge creation, application, and storage are
strategic capabilities of the firm.
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ABSTRACT

This paper raises issues concerning data, information, and knowledge sharing in organisations and, in
particular, compares an organisational cultural analysis of why such sharing is often difficult to achieve
with an organisational political one. The issues raised are often insufficiently attended to by practitioners
who are attempting to build technological information and knowledge management systems. The driver
for the paper is that despite impressive advances in technology and its now almost ubiquitous presence in
organisations, as well as academic study over several decades, many of the benefits originally expected
concerning improved data, information, and knowledge sharing have not materialised as expected. Ba-
sic reasons for this lie in the lack of attention to the cultural foundations of organisations and because
matters relating to organisational power and political matters are often misunderstood, overlooked, or
ignored. These different perspectives are discussed and contrasted in order to tease out the important
differences between them and assess the prospects for a synthesis. It is concluded that while there are
important commonalities between the two perspectives there are also fundamental differences, notably
regarding what are causes and what are effects and, therefore, how to go about effecting change regard-
ing data, information, and knowledge sharing.
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INTRODUCTION

Flatter organisational hierarchies, decentralised
decision-making, and so on, enabled through
appropriate use of information technologies for
data, information, and knowledge sharing, have
been proposed as the way for firms to gain a
competitive advantage in today’s dynamic and
interdependent world, and it may even be that
many people in such firms acknowledge this to be
true. The question, then, iswhy do so many efforts
and systems that are targeted at enabling such
sharing and providing the capabilities it would
permit fail as often as they do? If communication
and sharing of data, information, and knowledge
are the keys to strategic organisational capabili-
ties, then why is it rarely achieved, at least to the
extentmany think isworthwhile or even essential,
when there is little doubt that the technological
capability exists to do it (but see Hislop [2002]
for a sceptical view regarding knowledge sharing
via information technology)?

Knowledge management (KM), like informa-
tion systems (IS), is derived from, and depen-
dent on, a number of reference disciplines. The
richness of both areas could be said to be due,
at least partially, to the multiple perspectives
of the numerous branches of learning that are
applied to the study of the effective use of data,
information, and knowledge in organisations. In
ISand KM, many heated discussions haven taken
place as researchers and practitioners argue their
perspectives on everything from basic definitions
to the intricacies of IS and KM systems. This
is not necessarily a bad situation because often
new understandings and innovative solutions
are derived from wide-ranging but constructive
argument and discussion. This paper is intended
to fit this mold — to be a wide-ranging but con-
structive argument, discussion, and comparison
of different views — and is the first of what the
authors hope will be a continuing, as well as a
useful, series of dialectic discussions on aspects
of IS and KM that engage and elicit input from a
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wider audience as well as encompassing debate
about additional perspectives over and above
those presented here. More specifically, what we
aim to achieve in this paper is to first outline and
compare an organisational culture perspective on
data, information, and knowledge sharingwithan
organisational political one (as represented by the
views of the two authors). By doing so, we wish
to tease out the important differences between
them, identify any irreconcilable aspects, and as-
sess the potential for a synthesis. Note, however,
that while we have labelled our two perspectives
“organisational culture” and “organisational
politics” for brevity as well as convenience, it
should be recognised that they are two particular
instances that may be fairly categorised thus and
are not intended as archetypes representative of
all such views.

THEORETICAL BACKGROUND

For more than three decades researchers and
practitioners have been concerned about the
high failure rate of information systems and,
more recently, knowledge management projects
(e.g., Ewusi-Mensah & Przasnyski, 1991; Hart
& Warne, 1997; Lyytinen & Hirschheim, 1987;
Sauer, 1993). As the industry has evolved, the
search for factors influencing success and failure
has intensified, but, although there may have been
incremental improvements, this intensive activity
does notseemto have resulted indramatic changes
to the success rate for information systems and
knowledge management projects. While defini-
tions and rates of failure continue to be debated,
information and the systems that provide it have
become an increasingly integral part of modern
business life and knowledge generation, and no
organisation of any size can exist without them
(Applegate, Austin, & McFarlan, 2003; Beynon-
Davies, 2002). A variety of factors have been
identified by researchers as relevant to, or as
contributing causes of, the problems that have
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been experienced, and we briefly survey these
before presenting and comparing our different
perspectives later. First, however, we explain why
we donotdiscriminate, inthis paper, between data,
information, and knowledge — even though they
arewidely acknowledged to be differentalthough
related concepts (e.g., Awad & Ghaziri, 2004).

Data, Information, and Knowledge

Of data, information, and knowledge, the na-
ture and definition of knowledge remains more
controversial than that of the other two. For
example, Venzin, von Krogh, and Roos (1998)
argue that knowledge has been conceived from
three epistemologically distinct perspectives:
the cognitivist (as exemplified by Simon, 1993),
connectionist (as exemplified by Zander & Kogut,
1995), and autopoetic (as exemplified by Nonaka
& Takeuchi, 1995). In addition, it has also been
extensively argued that the tacit/explicit distinc-
tion represents an important difference of kind
when it comes to types of knowledge (Polanyi,
1966). These distinctions, however, tend to impact
largely what counts as knowledge, or at least what
type of knowledge it is and how or through what
mechanisms that knowledge might be shared,
rather than whether and why knowledge — how-
ever it is conceived — will or won’t be shared.
Indeed, it has been argued that it is not possible
to share knowledge at all, since knowledge in-
herently resides in the inaccessible mind of the
knower; it is, in fact, only possible to share data
(Boisot, 2002) and, arguably, information rather
than knowledge itself. We believe, therefore, that
the kinds of distinctions outlined previously are
of less importance when it comes to the issues
inwhich we are interested, namely assessing and
comparing ideas about whether and why, rather
than what and how, knowledge may or may not
be shared. Indeed, we think that at the kind of
broad perspective we are taking we can, for the
purposes of our discussion, put aside not only
differences in conceptions of knowledge but also

the clearer and more widely accepted differences
between data and information as well. Thus,
while we acknowledge the differences between
the concepts of data, information, and knowledge,
we treat them together in what follows because
we believe that many and perhaps all of the issues
we address in this paper affect them in similar if
not identical ways.

Organisations and Data, Information,
and Knowledge Sharing

The widespread application of information and
communicationstechnologies (ICT) hasgenerally
increased the complexity of human workplaces
and has placed new demands on the thinking and
communication of individuals. In such contexts,
traditional rational systematic processes have
limitations, and greater demands are made on
meta-cognitionand intuitive thinking (Crawford,
2003; Woodhouse, 2000). Solving complex prob-
lems increasingly involves teams of people with
effective communication and cooperation not
only within the team itself but also with outsiders
such as external stakeholders and those who will
be affected by any emerging solution that may be
developed. Typically data and information gath-
ering, knowledge generation, and sharing of all
these resources are involved. With the wider use
oftechnologiestoachieve routine or programmed
tasks, the dynamic of human productivity in
organisations has shifted into a “meta-realm”
of shared activity. Daneshgar, Ray, and Rabhi
(2003) note that, in such contexts, it is not only
what a person knows that is important but also
what they believe should be shared, when, how,
and with whom.

Despite the claimed benefits of sharing data,
information, and knowledge in organisations, and
the undoubted and ever-increasing capabilities of
ICTtoenableit, sharing evidently remains remark-
ably difficult. Forexample, more than adecade ago,
Davenport, Eccles,and Prusak (1992) said that “the
rhetoric and technology of information manage-
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ment have far out-paced the ability of people to
understand and agree on what information they
needandthentoshare it[so] the information-based
organization is largely a fantasy,” and, arguably,
the situation has not changed much since. Kendall
and Kendall (2002), discussing the management
of e-commerce projects, said “organizational
politics can come into play, because often units
feel protective of the data they generate and do
not understand the need to share them across the
organization.” Evidently, motivations for sharing
data, information, and knowledge—and perhaps
even more importantly, motivations for notsharing
(e.g., Hart, 2002)—need to be better understood.
But this understanding needs to be built on an
appropriate underlying organisational theory or
metaphor (e.g., Morgan, 1997), such as provided
by the organisational culture or organisational
politics-based views of organisational function-
ing. Moreover, the chosen theoretical base can be
expected to influence the nature of the understand-
ing developed, and it is this aspect on which our
paper is focussed.

Despite the impressive advances in both hard-
ware and software information technology over
several decades, and its now almost ubiquitous
presence in organisations, the experience and
research of both the authors and others shows
that many of the benefits expected from improved
data, information, and knowledge sharing have
notmaterialised. Moreover, the literature puts for-
ward a range of factors relevant to the issue, but it
remainsunclear which are primary and whichare
secondary or consequential factors in explaining
why data, information, and knowledge sharing in
organisations is difficult while at the same time
desirable, as it evidently is. As mentioned earlier,
the authors have somewhat different perspectives
on these matters, one believing that inadequate
user requirementsanalysisand the lack of attention
to the cultural foundations of organisations are
major factors, and the other thinking that issues
relating to ownership, trust, and organisational
power and politicsare more important. Anoutline
of the different positions follows.
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AN ORGANISATIONAL CULTURE
PERSPECTIVE

It is commonly argued that building information
and knowledge management systems that people
and organisations need and will use effectively
is all about understanding how people work in
the context of that organisation’s culture (e.g.,
Ahmed, Kok, & Loh, 2002, p. 49). However, it
is first necessary to briefly review what we mean
by “organisational culture.”

Schein (1997) defines organisational culture,
or, as he more generally terms it, the “culture of
agroup” as:

A pattern of shared basic assumptions that the
group learned as it solved its problems of exter-
nal adaptation and internal integration that has
worked well enough to be considered valid and,
therefore, to be taught to new members as the
correct way to perceive, think and feel in relation
to those problems.

Other definitions differ in detail but most
include reference, in one form or another, to:

. Shared values, beliefs and foundational as-
sumptions;

. Common norms of behaviour, customs,
practices, rituals, and symbols;

»  Shared traditions, myths, meanings and
cognitions of the group or organisational
world that are inculcated into newcomers
through a socialisation process;

and, in what follows, this is the sense in which
we use the term “culture” as it applies to organi-
sations.

Individuals belonging to the same organisation
(other than, perhaps, a dysfunctional one) can
be expected to have, to some degree, a common
identity with other organisational members, to
share an understanding of their organisational
world, andtosubscribe, atleastingeneral terms, to
their organisation’s overall goals. If not, then they
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would not, or should not, be in that organisation.
A common identity gives everyone a similar way
of describing and making sense of their world,
of determining what is significant and important,
and of how to use resources in the environment
(Jordan, 1993). Having this common view of the
workplace and one’s role in it enables effective
communication, the development of trust and
shared understanding as well asacting to expedite
sharing of data, information, and knowledge, and
improve learning and work processes. In turn,
sharing data, information, and knowledge acts in
a positive feedback loop to enhance the common
identity and shared understanding on which it is
originally founded. Commonidentity is influenced
by issues around goal alignment, cultural and
social identity, language, morale, and workplace
policies; in short, the organisation’s culture.

Common identity does not, however, imply
that people in organisations have, or should
have, robotic, identical points of view. Of course,
individual human beings are unique. But we are
social creatures, by and large, and we like to band
together under uniting banners, and in an effec-
tive organisation where employees feel valued
and morale is high, these banners will be shared
organisational objectives and a unifying degree
of shared understanding. On the other hand, low
morale brings about higher levels of alienation
toward senior management (Ali, Warne, Agostino,
& Pascoe, 2001; Warne, Ali, Pascoe, & Agostino,
2001), and this has obvious implications for the
successful progression of organisations to an
ideal standard from this common-identity point
of view.

Daft and Lewin (1993) have said that organi-
sations increasingly need to make better use of
their information systems to achieve flatter hier-
archies, decentralised decision-making, a greater
capacity for the tolerance of ambiguity, permeable
internal and external boundaries, empowerment
of employees, the capacity for renewal, self-or-
ganising units, and self-integrating coordination.
Data, information, and knowledge are strategi-

cally important resources because these types
of organisational capabilities are a direct result
of sharing, integrating, and applying them. The
effective maintenance, communication, transfer,
and sharing of information and knowledge is the
ubiquitous supportive framework that is needed
for the creation and maintenance of strategic
organisational outcomes and, if it is not already
in place, requires a culture that encourages, sup-
ports, and values the efforts of the members of
the organisation in achieving them.

Working collaboratively is essential to organi-
sational success and for successful problem solv-
ing. Very few people work alone or achieve results
by themselves, so the people who interact together
and yet have different tasks and responsibilities
need to understand what each of them are trying
to do, why they are doing it, how they are doing it,
and what results to expect. This implies the need
to specify and build information systemsthat give
effect to this collaboration, enabling the sharing
of data, information, and knowledge so those who
need it can find it, access it, and use it when it is
required. It is because many organisations now
operate inaclimate of uncertainty, dynamism, and
interdependence thatthey need to make better use
of theirinformationand knowledge-based systems
and, among other things, itisthis thatimplies bet-
ter user requirements analysis for those systems.
Improvementsinthisarea, which the existence of
an appropriate organisational culture enhances,
would provide the ability to build adaptive systems
people will use to share the data, information,
and knowledge they have or need. Such systems
would support the way they want to work and
collaborate rather than expecting them to adapt
to using whatever systems are built for them, as
tendsto be the case currently. Organisations, their
work, and the problems they face are ever more
dynamic, and we continue to build largely static
systems for them. However, adding information
systems solutions are not always the way to fix
problems. First, it is necessary to have a culture
of collaboration and sharing and a reward and
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incentive system that rewards teams rather than
individuals, so it is clear the organisation values
teamwork and collaboration.

Systems thinking is also tightly coupled with
effective mobilisation of data, information, and
knowledge resources, and contributes to the
development of common identity. Systems think-
ing, according to Senge (1992), requires a shift
of mind—from seeing ourselves as separate to
seeing ourselves as connected to, and part of,
an organisation or organisational sub-unit. The
presence or absence of this type of thinking is
closely linked to the nature of the organisational
culture and, if present, supported, and encour-
aged by that culture, isaccompanied by generally
higher levels of interaction between staff and by
higher levels of data, information, and knowledge
sharing. Because every individual in an organi-
sation needs information and other resources to
solve problems, and since few, if any, ever solve
a problem in complete isolation, an individual’s
network is one of his or her most important re-
sources. Both personal and social networks are
an important means of acquiring, propagating,
and sharing data, information, and knowledge.
Moreover, the individuals in the network can make
their own knowledge, expertise, and experience
more readily available. Inthisway, the knowledge
and other resources available to any one person,
in their work and when problem solving, are
multiple, and there is no way it can be thought
of as a solitary activity. Again, however, it is the
existence of a supportive organisational culture
that underpins, and in turn is itself enhanced by,
the creation and flourishing of such networks and
the benefits they bring.

Apart from satisfying social needs, informal
networks also play a pivotal role in knowledge
propagation. New knowledge often beginswith the
individual making personal knowledge available
to othersasthe central activity of knowledge-cre-
ating organisations. Through conversations people
discover what they know and what others know,
and in the process of sharing, new knowledge is
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created. Technology such as e-mails, faxes, and
telephones are invaluable aids in the process of
data, information, and knowledge sharing, but
they are only supporting tools. Sharing depends
onthe quality of conversations, formal or informal,
that people have, and whether and between whom
these conversations occur are dependent on the
organisational culture that is in place. Webber
(1993) aptly describes it as, “conversations—not
rank, title, or the trappings of power—determine
who is literally and figuratively ‘in the loop’ and
who is not.” Individual and shared perceptions
of the organisation, and how it operates, provide
an essential backdrop to problem solving within
an organisational context. These perceptions
may consist of deeply ingrained assumptions,
generalisations, or even pictures or images that
influence how people within an organisation
understand their organisational world and how
they should act within it (Senge, 1992), and this
is the organisational culture again.

Theimportance of these perceptions cannotbe
stressed enough, because they directly influence
the construction of individuals’ knowledge and
understandings that they draw upon in their day-
to-day-activities—their shared perceptions. One
importantexample lies inappreciating the waysin
which an organisation’s formal rules and processes
can be bent to achieve a desired outcome. This
class of knowledge can empower people to solve
problems by expanding the range of solutions that
may be available and by giving them confidence
to improvise or innovate. Conversely, a lack of
knowledge or incorrect perceptionswill constrain
the types of solutions that can be found.

The role technology plays in all this is as an
enabler and aid in developing and supporting
the right culture for information and knowledge
sharing. An organisational culture that recog-
nises the value of knowledge and its exchange
is a crucial element in whether information and
knowledge work is successfully carried out or
not. Such a culture provides the opportunity for
personal contact so that tacit knowledge, which
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cannot effectively be captured in procedures or
represented in documents and databases, can be
transferred. For example, Webber (1993) claims
that, “conversations are the way knowledge
workers discover what they know, share it with
their colleagues, and in the process create new
knowledge for the organization.” In a culture
that values knowledge, managers recognise not
just that knowledge generation is important for
business success but also that it can be nurtured
with time and space (Davenport & Prusak, 1998).
Onthe other hand, low morale and its consequent
effectson data, information, and knowledge shar-
ing has frequently been coupled with comments
aboutnotunderstanding the motivation or agenda
of more senior staff. Lack of understanding not
only affects morale but also has an impact on
trust, organisational cohesiveness, goal align-
ment, and common identity, and, consequently,
on opportunities and motivation for learning and
innovation, and on general productivity.
Finally, while ithas to be admitted that in most
if not all organisations there are almost certainly
going to be people who are motivated primarily
by individual needs, power, and politics, and who
may even be corrupt or dishonest in their pursuit
of their particular aims, this is not generally true.
Most people, by contrast, enjoy the experience of
working in teams toward shared goals and, pro-
vided with the right environment (organisational
culture) and means (e.g., technological informa-
tion or knowledge management systems) that
are based on their real needs, through effective
requirements analysis, for example, will will-
ingly engage in sharing their data, information,
and knowledge resources to solve organisational
problems and give effect to their work.

AN ORGANISATIONAL POLITICS
PERSPECTIVE

The classical organisational theorists and, to
a lesser extent, those belonging to the cultural

school, subscribe to the view that organisations
are normally characterised by a “philosophy of
sharing trust and care for others” (Kakabadse &
Parker, 1984). Those for which this is not true
tend to be regarded as dysfunctional. However,
the power and politics school of organisational
thinkers reject this assumption, insisting instead
that “power is partof all organizational behaviour”
and the effective use of it, which is a political
act, “secures both organizational and personal
goals in most (if not all) organizational action”
(Fairholm, 1993).

The power and political view pictures an
organisation as a collection of groups and indi-
viduals who are diverse in their aims, beliefs,
interests, values, preferences, and perceptions of
their organisational world and, to this extent, is
compatible withthe cultural view. However, italso
argues that differences of opinion are common
(if not the norm), coalitions form and dissolve,
and disagreements, conflict, and political activity
are anatural and inevitable part of organisational
life. Nevertheless, as Ferris, Fedor, Chachere, and
Pondy (1989) say:

Organizational scientists have had different no-
tions of what constitutes political behaviour. Some
have defined organizational politics in terms of
the behaviour of interest groups to use power to
influence decision making [while] others have
focused on the self-serving and organizationally
non-sanctioned nature of individual behaviour in
organization [and] still others have character-
ized organizational politics as a social influence
process with potentially functional or dysfunc-
tional organizational consequences...or simply
the management of influence.

We see organisational politics inthe same light
as Checkland and Holwell (1998) and also Pfeffer
(1981), the latter of whom says:

Organizational politics involves those activities
taken within organizations to acquire, develop,
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and use power and other resources to obtain one’s
preferred outcomes in a situation in which there
is uncertainty or dissens[ion] about choices.

As Sauer (1993) says, “power accrues to those
who control resources which are important to
others” and, as we have seen, politics entails the
use of power to achieve desired ends in the face of
dissension. Furthermore, the sources of a particu-
lar party’s power will be significantly dependent
on the pre-existing social and organisational
structure, which will largely determine who has
what degree of control over which resources. All
organisational sectionsare generally custodians of
some form of data, information, and knowledge
resources. And the power people have through
their control of resources is not just a matter of
formally assigned or de-facto ownership but of
consciously and actually having arbitrary control
over their availability and use. Indeed, there is
not only the matter of what data, information,
and knowledge individuals and groups in the
organisation actually own or have control over
(and, they think, rightly so) but also what they
think or “know” they should own or have control
over but which in fact they do not. As can be
imagined, this may constitute a potent source of
conflictand organisational politicking if different
parties have significantly differing perceptions
in this area. In fact, as roles in an organisation
become more defined by the information people
andgroups hold and control, they will increasingly
view that information as a source of power and
importance for them, being more protective of its
ownership and being less inclined to share it or
devolve responsibility foritasaresult (Davenport
et al.,, 1992; Hart, 1999).

Arguably, the occurrence of power-based
behaviour and organisational politicking when
tryingtosucceed, or even justcope, inadynamic,
interlinked, and mutually dependentenvironment
is less likely when those who need to cooperate
communicate effectively. But the effectiveness
of communication is highly dependent on the

144

level of trust between the involved parties, too
(Drucker, 1999). A lot of research has demon-
strated that the extent to which one individual
(and, by extension, agroup of individuals as well)
trusts another has a significant effect on their
willingness to exchange data, information, and
knowledge with the other (e.g., Erickson, 1979;
Fine & Holyfield, 1996). It has been argued that
this is especially true where there is uncertainty
or ignorance as to the motives and actions of the
other party, particularly with respect to possible
actions and outcomes that may result from or
be enabled by the act of sharing (Hart, 2004). If
these could be predicted with absolute certainty,
then trust would not be required but, when they
cannot, as in most “real world” circumstances,
a degree of trust is necessary to make human
action and interaction possible. Concerns over
how others might use shared data, information, or
knowledge often restricts one’s readiness to part
with it (Erickson, 1979), and simply belonging
to the same organisation may not be enough to
provide a basis for the kind of sharing that may,
on overtly rational cost-benefit grounds, be both
desirable and expected. Moreover, adding infor-
mation systems to the mix complicates things
furthersince, once a piece of data, information, or
knowledge has been committed to such a system,
direct control by its original owner over when,
why, and with whom it may then be shared will
most likely be lost.

Common identity and shared understanding
are often spoken of as enabling and in turn being
supported by data, information, and knowledge
sharing. However, it may be argued that, even
if achievable, common identity and shared un-
derstanding are always provisional, incomplete,
and context-dependent, since they are built upon
communicative acts that are always subject to in-
terpretation and, therefore, at least to some extent
ambiguous (Marshall & Brady, 2001). Likewise,
shared data, information, and knowledge are sub-
ject to interpretation, and the meanings derived
from them are similarly dependent on context
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and other actor-dependent factors. Therefore,
no attempt at communication, whether person
to person or through a technological informa-
tion or knowledge management system, is ever
completely unambiguous.

Indeed, itmay bearguedthatitis never possible
to truly achieve shared understanding because
each of us, at least in certain important respects,
constructs our own reality and individual under-
standing based on our own prior experience. On
this argument, shared understanding can only be
achieved, at best, in a limited, provisional, and
incomplete sense since each individual interprets
the same events or evidence in their own and
invariably unique way. Consider, for example,
the different views people have of the motiva-
tions and meaning of the words and actions of
their political leaders, even when these views are
derived from exactly the same evidential base.
Moreover, evenifitcould be achieved completely,
shared understanding in no way would neces-
sarily entail agreement about the implications of
the mutually understood situation. The interests
and motivations to action of the different parties
who achieved this shared understanding could
still diverge dramatically, potentially generating
significant power struggles and political activity
that could impede further data, information, and
knowledge sharing even despite the achieved
mutual understanding.

According to the power and political view,
organisations are best understood as sites where
people and groups interact in pursuit of a range
of interests (Dunford, 1992). Some of these in-
terests may be compatible or complementary,
in which case limited collaboration may occur;
other interests will differ and conflict. This po-
litical perspective highlights the complexity and
multiplicity of objectives within organisations
where outcomes are likely to revolve around the
ability to get one’s preferences accepted; to have
the greatest influence on decisions made and
directions taken; where actions can be analysed
in terms of power interests; and the mobilisation

of support and negotiation, all of which are not
always aligned with the organisation’s overall
stated objectives. The impact of all this on data,
information, and knowledge sharing s, of course,
that whether or not it occurs is heavily influenced
by, and indivisible from, the political interestsand
assessments of the various parties involved.

All this is not to indict human beings or their
motives either. In fact, itis quite possible for there
to be extremely good and ethical reasons for not
sharing data, information, or knowledge. Organi-
sations in the defence and security industries are
good examples of where this could commonly be
s0. Butevenaside from these obvious cases, it may
be argued (especially froman individual or group
perspective) that it is in some situations better
for overall organisational outcomes not to share
some particular data, information, or knowledge
one owns or has in one’s possession. This might
occur, forinstance, ifthe act of sharing is likely to
lead, in the possessor’s opinion and for whatever
reason, to organisational indecision, less effec-
tive or possibly inappropriate action by others,
misunderstandings, conflict, or other deleterious
effects. Of course, adecision not to share for these
types of reasons would not be one to take lightly,
but it is possible and perhaps even common that
such decisions need to be taken anyway.

Instead, therefore, of trying to “overcome” re-
sistance to sharing, it is important to recognise its
sources and to accept that this sort of behaviour is
not only endemic to but also more than likely inevi-
table in many if not all organisations, for the kinds
of reasons outlined previously. This means that it is
vital torecognise the need of individuals and groups
within the organisation to manage their own data,
information, and knowledge resources— including
deciding with whom, when, how, and why to share
them — in accordance with their understanding of
their own, others, and their organisation’s overall
needs. Rather than fighting to defeat their control
of these resources, they should be supported in their
management of them, which includes enabling and
making it easy for them to share with other people
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and groups in the organisation as their understand-
ing, discretion, and willingness dictates, rather than
attempting to force themto do so. The emergence of
the Internet is perhaps both the classic and ultimate
example, albeit a non-organisational one, of this

A SUMMARY

Table 1 summarisesand contrasts the main stand-
points, by general topic area, put forward in the
two perspectives outlined earlier.

kind of process at work. Experience indicates that
anythingmoreambitiousor directiveisjustnotgoing
to succeed as well as intended or desired.

Table 1. Main standpoints for organisational culture and politics-based perspective

Topic Area

The Organisational Culture-
Based Perspective

The Organisational Politics-Based
Perspective

Sharing and the
coordination and
integration of
organisational work

Data, information, and
knowledge sharing are
necessary for the effective
coordination and integration of
organisational work

Coordination and integration of
organisational work are best
effected by directed and selective
data, information and knowledge
sharing

Shared
understanding and
common identity

Data, information, and
knowledge sharing are both
enabled by and improve shared
understanding and common
identity amongst organisational
members

Context is all-important so, other
than in a limited and local sense,
shared understanding and common
identity are unachievable ideals

organisational
culture and politics

knowledge sharing depend on
the creation of an organisational
culture that fosters and
recognises the value of such
sharing, thereby avoiding or
reducing political problems

Sharing and Data, information, and Data, information, and knowledge

organisational knowledge sharing lead to goal | sharing occur between

alignment alignment and common purpose | organisational members who
amongst organisational perceive their goals and purposes
members are already aligned

Sharing and Data, information, and Changing culture is a long,

tedious, and difficult process and,
in any case, sharing (if it occurs) is
more the outcome of normal
organisational political
motivations and assessment than it
is of cultural characteristics

Sharing and the
communication of
meaning

Data, information, and
knowledge sharing will enable
the free flow of meaningful
communication throughout the
organisation

Meaning is the result of a process
of contextually mediated
interpretation; data and
information do not, in themselves,
carry any inherent meaning

Unwillingness to

Data, information, and

Unwillingness to share data,

sharing can be achieved by
better understanding
organisational work and system
requirements definition, as well
as the fostering of a sharing
internal culture

share knowledge sharing are inhibited | information or knowledge may be
by indefensible motives (such driven by genuine and valid
as self-interest, power, and concerns for better organisational
politics) inimical to proper functioning as well as by less
organisational functioning defensible motivations
Approaches to Wider and more effective data, | Supporting individuals and groups
sharing information, and knowledge in the management of their own

data, information, and knowledge
resources, but at the same time
enabling and making it easy for
them to share with whom and
when they see fit, is the way to
approach the sharing issue
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COMPARING THE PERSPECTIVES

Having now outlined and characterised the two
perspectives of interest, it should be possible to
assess the major differences between them and
to see what the prospects might be for some kind
of synthesis.

Causality

Inspection and reflection on the contents of the
summary table reveals that one important differ-
ence between the two views of data, information,
and knowledge sharing relates to causality. That
is, which phenomena are causes and which are
effects? In broad terms, and admittedly oversim-
plifying somewhat, the cultural perspective tends
to regard data, information, and knowledge shar-
ing as a cause of other desirable organisational
effects, rather than the reverse. For example,
it is typically argued that sharing is necessary
for and, by implication, leads to more effective
coordination and integration of organisational
activities; improves shared understanding and
common identity as well as goal alignment and
common purpose among organisational members;
reduces political problems; and enhances the flow
of meaningful communication. If, therefore, one
could establish and embed data, information, and
knowledge sharing, then these effects could be
expected to follow. By contrast, in at least one
important respect, the political perspective sees
things the other way around causally, and in other
cases denies that the effect claimed by adherents
to the cultural view is, in fact, achievable at all
through attempts to share data, information, and
knowledge. In particular, according to the political
perspective, data, information, and knowledge
sharing are more a result of goal and purpose
alignment between organisational actors than
they are a cause of it. Moreover, according to
the cultural perspective, the assumption tends to
be that it is necessary to create an organisational
culture thatwould be conducive to and foster data,

information, and knowledge sharing in order to
encourage and support the emergence of such
sharing. That is, in simplified terms, the direction
of the causal link is viewed as being essentially
from the creation of the appropriate culture (the
cause) to the occurrence of sharing (the effect). Of
course, it is not that simple because of feedback
effects, but nevertheless the emphasis does tend
to be on the creation of an appropriate culture
first, as a means of enabling data, information,
and knowledge sharing to occur. According to
the political perspective, however, while it is
usually acknowledged that culture has its effects,
it is also viewed as much more resistant to inten-
tional manipulation than is typically assumed by
cultural theorists. Instead, data, information, and
knowledge sharing are viewed as the outcome of
a primarily political (i.e., power-based) process
reflecting existing organisational stakeholders and
their respective interests and relationships.

Levers of Change

Consequentuponthe causal differences of the two
perspectives are important differences regarding
how change can be effected, or if indeed it can be
effected by intentional action at all. In particular,
because the cultural perspective tends to regard
data, information, and knowledge sharing as a
cause, or at least necessary precursor, of other
desired effects, adherents of this view tend to
focus primarily on means by which such sharing
can beachieved. Thisaccounts forarguments that
propose, forexample, that if the user requirements
definition process in systems development could
be improved to the pointthat the resulting systems
actually served the real needs of the users, then
data, information, and knowledge sharing would
follow naturally. By contrast, those of the political
persuasion would tend to argue, however, that it
matters not how “good” any technological sys-
tem might be in enabling data, information, and
knowledge sharing—in the technical, design, and
usability sense—as such sharing will not occur
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unless it is compatible with the existing political
landscape in the organisation. Accordingly, it is
then urged, it is inappropriate and possibly even
counter-productive to engage in systems develop-
ment (no matter how good the user requirements
definition process mightbe) ifinadequate attention
is paidtothis political landscape and, if necessary,
effort put into changing it before any systems to
supportdata, information, and knowledge sharing
are constructed. Or, if it proves infeasible to signifi-
cantly alter the political landscape of the relevant
parts of the organisation, then such systems should
be explicitly designed to be compatible with that
landscape. All else is pointless.

Impediments and Remedies

No matter whether oneisofthe cultural or political
persuasion, itis evidentand admitted that getting
different parties to share organisational data,
information, and knowledge is often difficult to
achieve. No disagreement there, but there is some
disagreement when it comes to motivations. The
culturally oriented view characteristically admits
few if any defensible reasons or motives against
most data, information, and knowledge sharing,
which are essentially regarded as wholly benefi-
cial to the organisation. Any motive or reason
standing in the way must therefore be an indica-
tion of some organisational dysfunction (e.g., an
unwillingness to share may be a symptom of a
conflict or a bid for more organisational power
or influence). By contrast, the opposite view al-
lows that refusal to share may not necessarily be
nefarious, arising as it may through, for example,
concerns about possible misinterpretations of
significance or meaning by the receiving par-
ties and potentially leading to mistakes or other
organisationally deleterious actions. This dif-
ference means that cultural adherents draw the
conclusion that refusal to share implies that the
people who are refusing need to be encouraged
or educated as to the benefits of sharing (or the
organisational culture to which they belong needs
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changing) so their refusal can be overcome. On
the other hand, political adherents accept that
sharing will generally only occur between those
who are already disposed to do so anyway, and
attempts to encourage, educate, or coerce wider
or different patterns of sharing are likely not only
to be unsuccessful but even counter-productive.
It is instead better to make sharing easier with-
out attempting to be more directive about what
should be shared or with whom, and especially
given that the motivations for not sharing may in
fact be validly driven by concerns for the overall
organisational functioning anyway.

PROSPECTS FOR A SYNTHESIS

Both the cultural and political views of organisa-
tions,among other metaphors, are well knownand
established (e.g., Morgan, 1997) and have been ac-
knowledged as closely related and complementary
(Ferris et al., 1989). Indeed, Ferris et al. (1989),
who use the term “myth” to mean “amanifestation
of the larger concept of organizational culture,”
say: “An integration of myths and politics seems
to be a quite natural one [because] the content
of many myths is often political in nature and
myths are used to define the meaning of current
political activities.” However, while this may be
S0, according to our analysis there are still some
importantdivergences between these perspectives
whenitcomesto interpreting, understanding, and
explaining organisational data, information, and
knowledge sharing behaviour.

One potential approach to integrating the
two perspectives may be via the concept of sub-
cultures. Perhaps it is the case that politically
contending parties in an organisation, and, more
particularly, those that are reluctant or refuse to
share data, information, or knowledge with each
other, can generally be identified with different
sub-cultures within it. After all, by definition,
different sub-cultures hold significantly different
value sets, beliefs, assumptions, norms of behav-
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iour, and so on, and these could surely function as
asource of power struggles, conflict, and political
activity concerning not only data, information,
and knowledge sharing but also other areas of or-
ganisational activity. Such anidentification would,
however, imply that political activity regarding
data, information, and knowledge sharing would
occur much more often between individuals or
groups belonging to different sub-cultures than
within them and, as far as we are aware, this is a
proposition that has yet to be empirically tested.
But even if it should turn out to be so, this would
most likely still leave some significant differences
between what we have termed the cultural and
political perspectives regarding organisational
data, information, and knowledge sharing, not
leastintheirascriptions of causality and therefore
ideas on how to effect change.

CONCLUSION

Why is it that so many IS and KM initiatives do
not reach their full potential or, at worst, result
in failure? Technological tools of ever-increasing
sophistication are available for use in achieving
the dissemination and sharing of data, informa-
tion, and knowledge across the organisation.
However, despite the existence and capability of
these tools, data integration, information shar-
ing, and knowledge management initiatives in
many organisations all too often do not deliver
the benefits sought from them.

As the two perspectives outlined and con-
trasted previously are intended to illustrate, the
authors argue that the foundational assumptions
from which matters of organisational data, in-
formation, and knowledge sharing are viewed
are an important issue that can materially affect
the approaches taken to address these issues.
Such foundational assumptions can significantly
influence, for example, the ambition and scope of
IS-based efforts to support organisational data,
information, and knowledge sharing and, if such

efforts fail (for whatever overt reasons), they often
fail both spectacularly and expensively for the
organisation concerned. It is critical, therefore,
to better understand not only what should be
attempted but also what is feasible to attempt
and how best to attempt it. Understanding the
foundations from which one is approaching the
problemis, therefore, far from simply anacademic
exercise as very practical implications attach to
its outcome.

The authors and their colleagues are pursuing
ongoing research work, involving what are now
called network-centric-organisations, intended to
illuminate and clarify the kinds of fundamental
issues raised in the debate presented in this paper.
The results and conclusions of this work will be
reported in due course.
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ABSTRACT

A large number of tools are available in the software industry to support different aspects of knowledge
management (KM). Some comprehensive applications and vendors try to offer global solutions to KM
needs; other tools are highly specialized. In this chapter, state-of-the-art KM tools grouped by specific
classification areas and functionalities are described. Trends and integration efforts are detailed with
a focus on identifying current and future software and market evolution.

BACKGROUND AND DEFINITIONS:
A FOCUS ON PEOPLE
AND CONTEXT

This chapter focuses on presenting the variety
of tools currently available to support KM
initiatives and discusses trends in the vendors’
arena. However, there are many definitions of
knowledge (financial, human resources, infor-
mation systems, organizational behavior, and

strategic management-based definitions) (Alavi
& Leidner, 1999) that have resulted in equally
many definitions of KM (Davenport & Prusak,
1998; Jennex, 2005). There are many definitions
of knowledge (financial, human resources, in-
formation systems, organizational behavior, and
strategic management-based definitions) (Alavi
and Leidner, 1999) that have resulted in equally
many definitions of knowledge management (KM)
(Davenportand Prusak, 1998; Jennex, 2005). This

Copyright © 2008, IGI Global, distributing in print or electronic forms without written permission of IGI Global is prohibited.
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Table 1. Knowledge and context relationships

Relationships Definitions Examples
K= Knowledge .Kpowl_edge - I am in Paris today (user
_ _ : (Interiorized information
K=1xUwhere | =Information . context)
U = Use put to action) U
- N .
I am going to wear a coat.
I = Information Information a0
I=DxCwhere D =Data (Data in context) The Femperatu.re s 1.0
_ Celsius today in Paris
C = Context
Data o .
(Raw facts) 10° Celsius

chapter focuses on presenting the variety of tools
currently available to support KM initiatives and
discusses trends in the vendors’ arena. To place
the discussion and classification of the tools within
the specific framework and organizational view
embraced by the authors, an operationa To place
the discussion and classification ofthe tools within
the specific framework and organizational view
embraced by the authors, an operational defini-
tion of knowledge as information accumulated
and assimilated to implement a specific action is
used. Information is data within a specific context
and dataisthe raw facts, without context (Binney,
2001; Cohen, 1998; Davenport & Harris, 2001).
Table 1 summarizes the relationships among the
definitions and provides a practical example to
illustrate the link between data, information,
and knowledge.

The example in Table 1 embeds a clear dis-
tinction: information is not transformed into
knowledge unless it is accumulated, learned,
and internalized by individuals. In addition, it
needs to be translated into specific actions. The
transformation of information into knowledge is
mediated by the “individual actor,” whoadds value
toinformation by creating knowledge (Davenport
& De Long, 1998; Kwan & Cheung, 2006). Thus,
knowledge is strictly linked and connected to the
individual (or group) who creates it, which may
cast doubts on the ability of information systems

tools to effectively support KM and perhaps
explain some of the failures of the early tools
(Biloslavo, 2005; Chua & Lam, 2005).

It follows that the “visible” part of knowl-
edge—whatthe literature calls explicitas opposed
to the tacit dimension of knowledge (Polanyi,
1966)—is only information regardless of the
amount of other individual or project knowledge
embedded into it. Therefore, the tools to collect,
catalogue, organize, and share knowledge canonly
transferinformation (the explicit knowledge) em-
bedded in various forms and types of documents
and media. When the transferred information is
put back in the context of the individual recipient,
its re-transformation occurs when the object of
the transfer is put into action.

Figure 1 diagrams this distinction, giving to
information systems a specific transfer or trans-
portationrole, rather thanasubstantial knowledge
creation capability. Based on the definitions
presented in Table 1, the roles of information
management and KM are clearly distinct, even if
interconnected. Thetools forinformation manage-
mentare focused on dataand information transfer;
the tools for KM are focused on assimilation,
comprehension, and learning of the information
by individuals who will, then, transform data and
information into knowledge.

The key difference between information and
KM is the role played by the individual actors
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Figure 1. Information systems and knowledge transfer

Information
Systems

Information

Context

Knowledge

(Adamides & Karacapilidis, 2006; Davenport &
Jarvenpaa, 1996; Frank & Gardoni, 2005). KM
places people at the center, while information
management focuses on the information infra-
structure (Janev & Vranes, 2005; Ruiz-Mercader
& Merono-Cerdan, 2006); KM focuses on people
and their role in the organization. The first failed
attempts at KM focused too heavily on tools (and
the IT function often led the implementation of
KMinorganizations) (Davenport & Prusak, 1998).
Finally, we have better understood the role played
by people and brought back KM into human
resources and strategic/leadership management
realms (Biloslavo, 2005; Lyons, 2005).

Knowledge Management Tools
Characteristics

Within the aforementioned premises, a KM tool
will focus on facilitating individual continuous
learning, use, and contextualization of organiza-
tional knowledge embedded in people and docu-
ments (Alavi & Leidner, 2001). This leads to at
least four key functional requirements for KM
tools: (1) facilitate information contextualization;
(2) intelligently transfer information; (3) facilitate
social interactions and networking; and (4) pres-
ent a customized human-computer interface that
meets user needs.
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Facilitate information contextualiza-
tion. Nonaka and Konno (1998) discuss the
concept of “ba” or shared understanding
and shared context. Individuals assimilate
information much faster when presented in
a familiar context. To facilitate information
contextualization, metadata on its charac-
teristics and integration within a specific
environment must be attached to it before
storing. This facilitates easier retrieval and
management for the knowledge seeker.
Past approaches to full text-based searches
on documents yielded limited success,
specifically when multiple media formats
are stored. In addition, they yielded limited
results as they decoupled the document
from the context and taxonomy it belonged
to. Better results are more often associated
with access to the conceptual representa-
tion, structure, and links associated withthe
retrieved documents (Jarvenpaa & Staples,
2000; Turnbow & Kasianovitz, 2005). So-
phisticated clustering and indexing search
engines, like Vivisimo (www.vivisimo.
com), are representative examples in this
category.

Intelligently transfer information. The
transfer of information needs to be aligned
withits intended use (Bhatt & Gupta, 2005).
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Especially inliability issuesthat may emerge
when the information is decoupled from the
context where it is accumulated and trans-
ferred (Zhao & Bi, 2006), it is important to
implementwhatwe call “intelligent transfer”
(Junghagen & Linderoth, 2003) Information
transfer must occur by taking into account
the user, the content, and the time of transfer.
Actool that can optimize these three aspects
can truly provide information according to
the needs of the users, respecting one of the
key functional foundations of KM (Argote
& Ingram, 2000; Kwan & Cheung, 2006).
More development is needed in this area,
although upcoming location-aware applica-
tions are emerging.

Facilitate social interactions and net-
working. Directcommunicationand verbal
knowledge transfer through social interac-
tions among individuals is the most natural
aspect of knowledge sharing (Huysman
& Wulf, 2006). A KM tool must support
this social aspect and facilitate exchanges.
However, traditional group support tools
designed to accomplish a specific objective
or task (such as a project) may be ill suited
to recreate the spontaneous milieu for the
information and knowledge exchanges,
which are important to knowledge creation.

Figure 2. KM tools framework

Digital socialization tools needto encourage
spontaneous as well as casual meetingswith
multiple views and interactions. Research
on ubiquitous social computing (Snowdon
& Churchill, 2004) is trying to address
these specific needs by creating ad hoc,
location—aware, social interaction systems
within university campuses. A KM tool that
can informally and formally support social
interactions needs to accommodate both
individual and community synchronous
and asynchronous discussions; enable peer
reviewing and responses; discussions rank-
ings; and support the management of social
network representations and interactions
(Van Der Aalst, Reijers et al., 2005).

Present a customized human-computer
interface. The tools must also support
interface customization and ease of use.
The human-computer interface ease of use
and usability will drive intention to use and
reuse the tools (Jarvenpaa & Staples, 2000;
Turnbow & Kasianovitz, 2005). The estab-
lishment of swift trust (Hiltz & Goldman,
2005), the error-free interface; the coherent
structure and organization will also impact
reuse. In addition, the application interface
should also be supportive of ergonomics
principles and be sociable. Finally, for the
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toolstosupportlearningand utilization, they
must also be geared to providing visual rep-
resentations and maps linking taxonomies
and documents.

Parallel to the aforementioned roles, which
are meant to support individual use, a KM ap-
plication needs to be designed to sustain KM
implementations within the organization. This
includes managing existing knowledge and sup-
porting the creation of new knowledge. This
process is embedded and thrives on information
that is transferred from individuals to groups
with a continuous transformation of information
into knowledge through contextualization and
knowledge discovery.

Figure 2 presentsrolesandactors linked to KM
toolsinenterprisesand highlights their functions.
As described earlier, information is converted
into knowledge by individuals and groups, who
are the core of the information-to-knowledge
transformation process (Rollett, 2003). These
tools support KM and new knowledge creation
by focusing on:

. Management of explicit knowledge (EKM),
with specific focus on the compilation, or-
ganization, replenishment, and use of the
knowledge base. Compilation and capture of
knowledge includes facilitating the creation
and publication of information in shared
areas. Organization requires structuring
information based on taxonomies and on-
tologies that facilitate document mapping.
Replenishment and use (and re-use) can be
supported by providing users with tools to
add comments on how the information was
used and contribute to future uses. Case-
based reasoning can be also implemented
in repositories to support the resolution of
future problems.

. Knowledge discovery (KD) through the un-
covering of unexploited information stored
in large databases. This includes text analy-
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sis and mining; knowledge extraction and
automatic classification and visualization
of patterns; and use of semantic mapping
to link documents.

. Expertise mapping (EM) tools that link
and facilitate knowledge exchanges within
the enterprise. These tools go well beyond
facilitating finding the right resources (as
in employees’ directories) because they
dynamically ease contacts, follow ups, and
communication.

. Collaborationtools (COL) for the production
of knowledge, coordination, and communi-
cation. The production activities provide a
static view of the results of team interactions
and lessons learned after the exchange. The
collaboration activities are more dynamic
and support the definition of actors and roles,
activities, and tasks throughout the duration
of a project. Lastly, communication spaces
facilitate directexchangesamong usersand,
therefore, are important new knowledge
creation areas.

An Overview of KM Tools

A number of tools are currently available to sup-
port the functionalities and processes described.
Sometoolsare highly specialized while otherstry
to offer comprehensive solutionstothe enterprise.
This section briefly lists and describes the tools;
the next section provides a brief synthesis of key
markettrends. Figure 3 presentsasummary of the
key categories of KM tools and functionalities.
The tools are clustered based on the framework
presented in Figure 2.

Tools to Access Knowledge [EKM,]

These tools provide access to explicit knowledge
that can be shared and transferred through the
enterprise information systems. They rely on
powerful indexing systems, including systems
to classify expertise based on both content and
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Figure 3. KM tools clusters
Individuals

Knowledge Discovery

New Knowledge

Explicit Knowledge
(Information)

collaboration dynamics and networks within
the enterprise (e.g., Entopia K-Bus). Please see
Table 1.

Tools for Semantic Mapping [KD. ]

Semantic mapping is emerging as a fundamental
instrument to make sense out of the vast amount
of data and information available in increasingly
large repositories (Davies & Duke, 2005). Seman-
tic mapping tools are meant to quickly support
presentation of information, analysis, and decision
making. The extent of interaction with the knowl-
edge map varies by tools, with some tools being
mostly static visualizations and others allowing
continuousand dynamicinteractivity by changing
the data views. For example, KartooKM provides
many different views from centric mapping; to
clustering; topographical maps; interactive trees;
closeness and social networks maps; circular
maps; and animated charts. Ontology tools are
also part of this category as they enable users to
organize information and knowledge by groups
and schemata that represent the organizational
knowledge base (e.g., Ontopia Knowledge Suite,
OKS 3.0) (Parpola, 2005). Please see Table 2.
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Tools for Knowledge Extraction [KD,]

Tools forknowledge extraction supportstructured
queriesandreplies. They help mining textby inter-
preting relationshipsamong differentelementsand
documents. Therefore, they help the knowledge
seeker in identifying the exact document and the
other documents related to his/her queries (e.g.,
vivisimo.com clustering), resulting in structured
and more articulated answers. Some sophisticated
data and text analysis tools also support the iden-
tification of relationships among concepts, using
sound and rigorous statistical association rules
(e.g., SPSS). Please see Table 3.

Tools for Expertise Localization [EM, ]

These tools enable quickly locating the knowl-
edge holders in the enterprise and facilitating
collaboration and knowledge exchanges (Huys-
man & Wulf, 2006). Therefore, they are focused
on going beyond simple directories by enabling
users to easily capture and organize the results
of their project interactions (Coakes & Bradburn,
2005) by quickly locating project expertise and
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Table 1.
Tools for knowledge access
Vendors Applications Web Link
Fast Fast ESP www.fastsearch.com
Convera RetrievalWare 8 WWWw.convera.com
Entopia K-Bus www.entopia.com
Exaled Exaled Corporate www.exalead. fr
Autonomy Verity Idol K2 www.autonomy.com
Table 2.
Tools for semantic mapping
Vendors Applications Web Link
Anacubis Anacubis Connect www.anacubis.com
Inxight VizServer www.inxight.com
Kartoo KartookKM www.kartoo.net
MapStan ~Amoweba | mapStan www.amoweba.com
Ontologies
Cerebra Cerebra suite www.cerebra.com
Mondeca IT™™ www.mondeca.com
Ontopia Knowledge suite (OKS 3.0) | www.ontopia.com
Schemalogic Enterprise suite www.schemalogic.com
Table 3.
Tools for knowledge extraction
Vendors Applications Web Link
ClearForest ClearForest Text Analysis Suite www.clearforest.com
Intelliseek Enterprise Mining Suite www.intellisik.com
Insight InsightSmartDiscovery www.inxight.com
Lingway Lingway KM www.lingway.com
Temis Inxight Discovery Extractor Www.temis-group.com
Relationship discovery
Grimmersoft WordMapper www.grimmersoft.com
SPSS LexiQuest Mine WWW.SpSS.com
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enabling re-use and innovation (e.g., Kankoon
Skol). Please see Table 4.

Tools for Collaborative Editing and
Publishing [COL ]

Tools like Vignette and DocuShare enable collab-
orative editing of documents and the management
of the entire document publication cycle. They
include systems for document managementwithin
the enterprise, as well as more flexible systems
such as Wikis and Blog creation tools (like the
Movable Type software that enables users to
share public spaces within company servers for
discussion, comments, and knowledge exchanges)
(Frumkin, 2005). Please see Table 5.

Tools for Collaborative Work [COL,]

These tools enable teams to globally share dedi-
cated spaces for managing the project lifecycle;
editing and publishing materials; conducting live
discussions and interactions; and maintaining
a repository of materials associated with every
step of the process (Frank & Gardoni, 2005). For
example, using MS SharePoint servers, teams
canquickly create password-managed and secure
projectareas and follow the lifecycle of document
creation and exchanges. Othertools (e.g., Tomoye
Simplify) are focused on bringing together and
facilitating the work of communities of practice
(Coulson-Thomas, 2005). Please see Table 6.

Tools for Real Time Communication
[COL,]

These tools overlap with some of the function-
alities of the previous category. However, they
are specifically focused on live communication
exchanges, whiteboarding, and file sharing (e.g.,
Meeting Center, Yahoo Messenger). Please see
Table 7.

Tools for Business Process
Management [EKM,]

These tools can be split into applications for
process modeling and tools for workflow manage-
ment. Process modeling tools focus on designing
and optimizing processes (Gronau & Muller,
2005). They formalize and define the elements
of the process, assign actors to roles, and iden-
tify data sources and flows within the processes
(Hlupic, 2003). For example, the Aris Process
Platform provides modules for the strategic, tacti-
cal, operational, and measurement tasks related
to process management. Workflow specific tools,
such as Staffware Process suite, are focused on
the management of the rules and execution of
enterprise processes. They also automate specific
operational and analytical stepsaround the process
deployment. Please see Table 8.

Global Knowledge Management
Solutions

Applications in this category are divided in soft-
ware suites dedicated to KM, such as Knowledge
Manager and SK2, and enterprise portal solutions
that provide modular applications. For example,
portal packages provide collaboration modules;
content management; access to repositories and
information; process management; text mining;
and businessintelligence (e.g., Lotus Suites; Plum-
tree Enterprise Web Suite). Please see Table 9.

Key Trends and Perspectives in KM
Tools

Information systems have continued to evolve and
change their role to better respond to the needs of
organizations. Until recently, organizations have
used information technology to support informa-
tionmanagement (Ruiz-Mercader & Merono-Cer-
dan, 2006; Schultze & Leidner, 2002). Therefore,
organizational systems have been information
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Tools for expertise localization
Vendors Applications Web Link
Agilence Expertise Finder www.agilence.com
Kankoon Kankoon Skol www.kankoon.com
Tacit ActiveNet www.tacit.com
Tools for collaborative editing
Vendors Applications Web Link
Interwoven TeamSite6 Www.interwoven.com
Open Source Drupal www.drupal.org
Six Apart Movable Type www.movabletype.org
Vignette Vignette V7 Content Services www.vignette.com/fr/
Xerox DocuShare4 http://docushare.xerox.com/

Tools for collaborative work

Vendors Applications Web Link
EMC - Documentum | eRoom www.documentum.com/eroom
IBM / Lotus QuickPlace www.lotus.com
Affinitiz Affinitiz www.affinitiz.com
Microsoft SharePoint Services | www.microsoft.com
One2Team One2Team Pro Wwww.one2team.com
Tomoye Simplify 4.0 www.tomoye.com

Tools for real time collaboration
Vendors Applications Web Link

Marratech Marratech e-Meeting Portal | www.marratech.com

Microsoft Live Communication 2003 | www.microsoft.com

Microsoft Windows Messenger www.microsoft.com

WebEx Meeting Center www.webex.com

Yahoo Yahoo Messenger www.yahoo.com
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Table 8.
Tools for business process management
Vendors Applications Web Link
Boc Adonis www.boc-eu.com
IDS Sheer | Aris Process Platform www.ids-scheer.com
Mega Mega Process WWW.mega.com
Workflows
FileNet Business Process Manager | www.filenet.com
TIBCO Staffware Process Suite www.tibco.com
W4 W4 www.wé.fr
Table 9.

Global Solutions and Suites

Vendors Applications Web Link
Ardans Knowledge Maker www.ardans.fr
Thalés-Arisem KM Server Www.arisem.com
Knowesis Athanor www.knowesis. fr
Knowings Knowledge Manager www.knowings.com
Sharing Knowledge | SK2 www.sharing.com

Portals
Autonomy Portal in a Box www.autonomy.com
HummingBird Humming Enterprise www.hummingbird.com
IBM Suite Lotus www.ibm.fr
OpenText LiveLink www.opentext.com
Oracle Enterprise Manager, Collaboration Suite, Data Hub www.oracle.com
Plumtree Enterprise Web Suite www.plumtree.com
Vignette Vignette V7 www.vignette.com

bound and information centric. Today, we have
a better understanding that for information to
be effectively used by individuals, information
systems need to be more people centric and sup-
port specific individual needs.

Tobetter leverage the knowledge of individuals
in organizations, firms need to understand that
employees’ daily activities are tightly intercon-
nected to other people and processes in the orga-
nization. Therefore, firms need a support system
for “the group,” rather than an information system
designed for individual and autonomous work. In

few words, the paradigm needs to shift from an
individualistic view of information systems to a
collective and collaborative view. For this reason,
ubiquitous social computing models (Snowdon &
Churchill, 2004) are emerging inseveral organiza-
tions. Many KM tools have beentraditionally used
in an isolated interaction between the individual
and the tool. The new KM logic implies that these
tool be seamlessly integrated to manage group
discussions, be used by groups, and foster a mix
of face-to-face and distant collaboration. The
boundaries of collaboration within the enterprise
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need to evolve. Three key trends are related to
this transition.

First, starting from 2002, we have observed
a convergence of KM tools (Edwards & Shaw,
2005) through mergers and acquisitions. Market
share of pure communication players have become
scarce and communication managementhas been
complemented with content management solu-
tions. Or, communication solutions have been
integrated with other platformsto supportexisting
tasks (for example, eBay acquisition of Skype to
integrate VoIP in the auction transactions). These
consolidations have attempted to provide an op-
erational answer to firms faced with capturing
the value of current communication interactions
by quickly and clearly organizing, storing, and
sorting the results of the exchanges through elec-
tronic document management solutions. Several
vendors of document management solutions have
added communication capabilities. Documentum
(today part of EMC) bought e-Room; Interwo-
ven acquired i-Manage; and Vignette acquired
Intraspect. Following the same trends, actors in
the collaboration arena have expanded into the
document management realm. IBM/Lotus with
Abtrix and Open Text with 1xos.

Second, the concepts of networked enter-
prises and collaboration have been augmented
with the need for exchanges while multitasking.
Users will not need to quit the applications they
are currently using to augment their work with a
synchronous communication component. These
components will be easily integrated within the
user workspace; will be highly interoperable; and
information will be easily transferred across tools
and applications. For example, Microsoft offers
an integrated SharePoint solution that communi-
cates with office productivity tools (supported by
.NET server solutions). IBM/Lotus is also mov-
ing quickly in this area with the Lotus Sametime
integration of instant messaging, conferencing,
and project spaces with Websphere Portal Server.
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These platforms are tightly integrated with the
proprietary systems they interface with. How-
ever even if IBM and Microsoft hold a market
advantage in this area, recent trends in the open
source market are promoting standardization
and alternative interoperable solutions that can
be integrated across platforms.

Third, most of the emerging communication
needs are focused on supporting individuals in
managing communications and collaboration
schedules, needs, and requirements. Tools need
to integrate with personal information manage-
ment systems (PIMs) and multiple hardware
platforms (PDAs and Smartphone) in order to
provide ubiquitous connectivity toanincreasingly
mobile workforce.

SUMMARY AND CONCLUSION

Inthis chapter, we provided a summary overview
of the types, functionalities, and clustering of
KM solutions. Technical, organizational, and
individual factors contribute to knowledge cre-
ation. Fromthe technical standpoint, the KM tools
need to demonstrate that they are beneficial to the
organization, at least based on usage statistics.
Fromthe organizational standpoint, the tools must
be supplemented with workplace changes that
promote knowledge sharing and dissemination
through the new platforms, for example, reward-
ing peer ranking and documents use as practiced
by Infosys (Chatterjee & Watson, 2005; Kochikar
& Suresh, 2004; Mehta & Mehta, 2005). Lastly,
individuals must feel secure that participation and
utilization of the tools is not targeted at personnel
reduction; rather at personnel enhancement and
long-term leadership and growth.

It is the mix of the aforementioned factors,
coupled with a clear understanding of the market,
thetools,andthedriversforasavvy selectionof ap-
plications aligned with business needs, which may
ultimately support successful KM initiatives.
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ABSTRACT

Within a framework of international strategy for multinational corporations, this chapter examines the
important opportunities afforded by taking a more inclusive approach to the foreign subsidiary host
country workforce (HCW). It argues that past international management writing and practice, with its
expatriate bias, has neglected consideration of this important resource. Not only can the HCW help
expatriate managers be more successful and have a better experience in the host country, but it can
contribute to and benefit from the corporate knowledge base, leading to more effective global knowledge
management. The authors discuss means by which a multinational corporation can effectively include
the HCW in its knowledge management activities.
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INTRODUCTION

The globalization of the workforce is one of
the most significant trends affecting workers in
the 21st century (lvancevich, 1998). Yet there
remains a major focus in both the scholarly and
practitioner press primarily on the home country
workforce—expatriates or parentcountry nation-
als from company headquarters—at the expense
of other members of the multinational workforce
within the global marketplace (Toh & DeNisi,
2003, 2005). With its continued predominant focus
on the expatriate, current research in knowledge
management and organizational learning on a
global scale still reflects an ethnocentric bias (e.g.,
Paik & Choi, 2005; Bird, 2001; Wong, 2001; Antal,
2001; Bender & Fish, 2000; Downes & Thomas,
2000; Black & Gregersen, 1999). For example,
Paik and Choi (2005) found that Accenture, one
of the leading global management consulting
firms, fell short of fully harnessing and transfer-
ring knowledge due to the lack of appreciation for
local and regional knowledge. Such one-sided flow
of knowledge from the multinational corporation
(MNC) headquarters to overseas subsidiaries
impedes the potential maximum utilization of
knowledge across borders (Kraul, 2003; Bern-
stein, 2000; Bauman, 1998).

The objective of this chapter is to examine the
practical limitations and vulnerabilities resulting
from the overemphasis on expatriates and parent
country nationals in efforts to achieve effective
global knowledge management. Specific ways in
which members of the host country workforce
(HCW—including third country nationals serv-
ing in host country operations) can contribute
to effective global knowledge management will
be examined, along with strategic implications
for MNC competitive advantage when a more
inclusive approach to knowledge management
and organizational learning is used.
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BACKGROUND

The strategic management literature in recent
years has emphasized the “resource-based view”
in which firms are characterized as collections
of resources and capabilities (Barney, 1991;
Peteraf, 1993). This approach recognizes the
firm’s knowledge base as a major resource with
significant potential for providing competitive
advantage (Dierick & Cool, 1989). Following
the resource-based view, many scholars recog-
nize a company’s individual and organizational
knowledge as a critical resource that constitutes
a sustained competitive advantage (Nonake,
1994; Nonaka & Takeuchi, 1995; Von Krogh et
al., 2000). Offering a more dynamic perspective
of the resource-based theory, Spender (1996) at-
tempts to provide new insights into knowledge
as the basis of a new theory of the firm. As firms
are institutions for integrating knowledge (Grant,
1996), internationalization means a process of
transferring a firm’s knowledge across borders.
Internalization theory (Hymer, 1960; Buckley &
Casson, 1976; Teece, 1981) further stresses the
greaterability of MNCsto utilize their knowledge
base. Dunning’s (1981) eclectic paradigm further
suggests that knowledge as part of firm-specific
advantage is a critical rationale for investment
and international production. Kogut and Zander
(1993) argue that MNCs are efficient specialists
in transfer and recombination of knowledge
across borders.

Specifically, Gupta and Govindarajan (1991,
2000) have studied knowledge flows in MNCs
froman institutional level. Characterizing knowl-
edge flows as similar to capital and product flows
and examining flows of “know-how” rather than
operational knowledge both to and from subsidiar-
ies, they examine differences based upon subsid-
iary characteristics such as value of knowledge
stock, motivations, richness of transmission chan-
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nels, and ability to absorb knowledge. As Gupta
and Govindarajan point out (2000, p. 474), the
idea that multinational enterprises exist because
of their ability to exploit knowledge “...does not
in any way imply that such knowledge transfers
actually take place effectively and efficiently on
a routine basis.”

Doz, Santos, and Williamson (2002), charac-
terizing much of the knowledge flow in MNCs
as projection from the home country, argue that
the successful firm in the future needs to go
beyond the transnational approach to what they
term a “metanational” strategy. Such a strategy
would involve organizational activities aimed
at sensing and processing complex knowledge
involving new sources of technologies, compe-
tencies, and market understanding; mobilizing to
translate that broadly dispersed knowledge into
innovative products/services, business models,
and opportunities; and operationalizing these
to realize profit potential. They argue that this
approach involves far more complex knowledge
transfer across the organizational networks than
the earlier approaches to strategy.

In order to manage knowledge successfully,
organizations must appreciate the value of their
intellectual capital at all locations within their
organizational boundaries, manage knowledge
generation and knowledge flows within their
organization, and develop an inclusive organi-
zational culture that values knowledge sharing
and organizational learning. In other words, the
key to successful knowledge management ini-
tiatives is creating contexts in which individuals
throughout an organization—not just those from
company headquarters—can share information
(Stewart, 1997).

However, MNCs often find it difficult to
transfer knowledge effectively throughout the
organization (Moore & Birkinshaw, 1998; Roos,
Krogh, & Yip, 1994). Further complicating the
knowledge transfer in MNCs is the nature of the
complexity of the domains of knowledge neces-
sary for transfer. The knowledge transfer involves

knowledge of higher complexity, including what
Doz et al. (2002) term experiential, endemic, and
existential knowledge. Similarly, Chait (1998)
argues that there are four relevant interlinked
domains of organizational knowledge: knowledge
content, the firm’s business processes, the firm’s
infrastructure, and culture. All of these domains
are relevant for the understanding of effective
knowledge transfer.

The pastdecade has seentremendous develop-
ment in the theoretical and practical development
of knowledge management. The knowledge man-
agement literature consistently adopts Nonakaand
Takeuchi’s (1995) definition of human knowledge
as having two different dimensions: explicit and
tacit. Explicit knowledge exists in the “objective
world,” and can be formally codified and sys-
tematically transmitted to others (Lam, 2000).
This type of knowledge is commonly expressed
in written words or numbers including concrete
data, scientific formulas, product specifications,
company procedure manuals, and network da-
tabases (Nonaka & Takeuchi, 1995; Nonaka &
Konno, 1998). On the contrary, knowledge that
is highly personal and often difficult to capture
and share widely with others is the hallmark of
tacit knowledge. Tacit knowledge consists of the
“know-how,” or learned skills that result from
personal experience—that s, learning-by-doing.
In other words, tacit knowledge has to do with
an employee’s “practical expertise” rather than
information that can be derived from books or
manuals. While MNCs have rather effectively
leveraged advances intechnology to collect, store,
and communicate explicit knowledge throughthe
use of global databases, the effective widespread
management of tacit knowledge remains largely
elusive (Pfeffer & Sutton, 1999; Cross & Baird,
2000). In order to manage knowledge more
successfully, organizations must appreciate the
value of their intellectual capital at all locations
within their organizational boundaries, manage
knowledge generation and knowledge flows within
their organization, and develop an inclusive orga-
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nizational culture that values knowledge sharing
and organizational learning.

Therefore, from this perspective, knowledge
management incorporates any organizational
activity that supports the generation, account-
ing for, or sharing of knowledge. Ruggles (1998)
reports all of these activities as part of corporate
knowledge management programs. Each knowl-
edge management activity can be supported by
both a technical and behavioral approach. From
a technical perspective, significant advances in
knowledge managementare the result of increased
computational power and technological solutions
that allow individuals to codify, store, and access
more information than ever before. In other words,
the codification strategy uses databases and other
tangible mediumsto formalize and communicate
explicitknowledge throughout the company. Sys-
temstoencourage knowledge sharing have focused
heavily upon explicit knowledge because the two
mechanisms forencouraging knowledge flow have
been to (1) create a knowledge market (Davenport
& Prussak, 1998) that (2) makes it necessary to
codify knowledge before it is transferred.

However, from a behavioral perspective, a
great deal of knowledge flows through informal
connections within organizations, requiring less
codification and less tracking of exactly what is
shared (Hansen, Nohria, & Tierney, 1999). For
those companies primarily undertaking aperson-
alization strategy, there are less tangible factors
that influence the way knowledge is collected,
transmitted, and utilized. Personalization requires
person-to-personinteraction, focusing onthe shar-
ing of tacitknowledge. Thisstrategy relies heavily
on face-to-face communication, with knowledge
being viewed as largely personal.

The role of all individuals who link different
parts of the organization together, including be-
tween company headquarters and foreign opera-
tions, andwithinand among the foreign operations
themselves, becomes crucial to knowledge sharing
within organizations. As the pressures for effec-
tive knowledge management gain in intensity as
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the competitive landscape pushes firms toward
transnational strategies and perhaps even a more
complex metanational approach, a far richer
transfer of knowledge is necessary—featuring
both content and domain to provide context for
full and clear transfer—than is afforded by the
traditional “parent country to subsidiary” efforts
dominant in the past.

MAIN THRUST OF THE CHAPTER:
ISSUES, CONTROVERSIES,
PROBLEMS

As the ability to transfer knowledge may be the
most effective determinant of success, MNCs
seeking international expansion should develop
systems that enable them to transfer knowledge
around the organization as well as to create new
knowledge and skills (Welch & Welch, 1994).
Given the significance of knowledge transfer to
maximize the potential performance of MNCs,
what are the most effective means of transferring
knowledge throughoutthe organization? Interna-
tional assignments have been regarded as effective
knowledge transfer mechanisms (Bonache &
Brewster, 2001; Downes & Thomas, 1999; Conn
& Yip, 1997; Taylor, Beechler, & Napier, 1996;
Sparrow & Hiltrop, 1994). It is people who have
the knowledge that is applied and transferred in
the activities developed by the company (ltami,
1987). As such, expatriate managers have been
used asavehicletotransfer knowledge effectively
(Black & Gregerson, 1999).

Expatriates can be sent for multiple pur-
poses such as filling a position, management
development, and organizational development
(Edstrom & Galbraith, 1977). The classic view
of the expatriate role presented by early research
in international management has been one of a
liaison between corporate headquarters and the
foreign operation, with important responsibilities
of headquarters strategy implementation, perfor-
mance goal achievement, and increasing MNC
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control inthe foreign operation (Paik & Sohn, 2004;
Franko, 1973; Kobrin, 1988; Black, Gregersen, &
Mendenhall, 1992; Black & Mendenhall, 1990,
1992). More recently the purpose of the expatriate
assignment has expanded to include the expatriate’s
development of global competencies for building
global leadership within the MNC (Mendenhall,
Kuhlmann, & Stahl, 2001; Black, Morrision, &
Gregersen, 1999; Sparrow & Hiltrop, 1994) and the
generation and transfer of new knowledge about
foreign markets for enhanced decision making
at company headquarters (Downes & Thomas,
1999, 2002; Bender & Fish, 2000; Wong, 2001;
Bird, 2001; Kamoche, 1997). This latter purpose is
increasingly becoming a major focus of expatriate
management research and practice as we continu-
ally move toward a global information economy
where the effective acquisition and management
ofknowledge leadsto competitive advantage (Doz
et al., 2001; Drucker, 2001; Thurow, 2000).

As a testimony to this trend, in her extensive
empirical study including MNCs from all parts
of the triad, Harzig (2001) found that at both
subsidiary and headquarters levels, knowledge
transfer is seen as the most important reason
for expatriation, while direct expatriate control
is seen as least important. In order to transform
the individual overseas experiences and acquired
knowledge of expatriates into organizational
learning at the collective level, it is critical for
MNCs to build infrastructures to institutionalize
new knowledge so that it flows back and forth
between corporate headquarters and the various
subsidiaries (Downes & Thomas, 1999). Through
international assignments, expatriate managers
not only can apply extant knowledge from the
headquarters to the overseas subsidiary, but also
can acquire new knowledge from the overseas
subsidiary that can ultimately be transferred to
the parent company.

A competency-based view of the relation-
ship between human resource management
and expatriate staffing identified the three dif-
ferent competences that can produce a sustained

competitive advantage: input, managerial, and
transformation-based competencies (Lado &
Wilson, 1994). Of these three competencies,
Harvey and Novicevic (2001) suggest that trans-
formation-based competence represents the
ability of expatriates required to effectively man-
age knowledge transfer. Transformation-based
competencies are those that enable the foreign
subsidiary to transform inputs into outputs and
to transfer technology or marketing innovations
that facilitate new product and customer relation-
ship development (Lado, Boyd, & Wright, 1992).
Transformation-based competencies can play a
significant role in global organizations and their
subsidiaries. By utilizing competent expatri-
ates with multiple skills, global organizations
are developing a resource competency of tacit
knowledge that is difficult for global competitors
to duplicate. Furthermore, the tacit knowledge
gained through expatriates in foreign subsidiar-
ies can be brought back and embedded into the
domestic firm-specific routines, which in turn
canfacilitate organizational learning, resulting in
increased global competitiveness (Harvey, 2001;
Taylor et al., 1996; Roth & O’Donnell, 1996).
Consistent with arguments in the strategic
management literature thatemphasize the balance
between global integration and local responsive-
ness (Bartlett & Ghoshal, 1989, 1992; Yip, 1992;
Paik & Sohn, 2004), the expatriate management
literature generally characterizes the global
transfer of knowledge and expertise as a two-way
process, where expatriate assignments should
be designed to transfer corporate knowledge
effectively from headquarters to the overseas
subsidiary and to transfer knowledge about spe-
cific national markets back to the parent company
location as well (Downes & Thomas, 2000). The
former process will facilitate global integration
or centralization, while the latter process will
accommodate localization or decentralization.
Nevertheless, this general body of theoretical
andempirical research on expatriate management
renders the very limited impression that knowl-
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edge only flows from the expatriate manager to
the local manager at the foreign subsidiary, not
the other way (e.g., Tsang, 2001). Such a unilat-
eral transfer of knowledge could result in some
serious consequences to the MNCs’ knowledge
management. First, MNCs that develop an ex-
cessive dependence upon expatriates for foreign
market knowledge generation and transfer back to
headquarters may eventually face a serious dearth
of expatriate participants in this global knowledge
management if, according to observed patterns,
the number of home country expatriate personnel
that are utilized are gradually diminished upon
increased MNC internationalization (Downes &
Thomas, 2002). Although itis true that companies
are often cutting the number of expatriates to save
costs, the continued decline inexpatriateswill pres-
ent the challenge of developing managers who are
equipped with appropriate knowledge and skills
to compete in the global market. Second, expatri-
ate assignment failure (represented by premature
termination of the foreign assignment or failure
to achieve expected performance goals—e.g.,
see Black & Gregersen, 1999) threatens the reli-
ability and continuity of knowledge management
processes.

Third, there can be a significant amount of
valuable knowledge lost and damage incurred to
knowledge management processesand structures
through unsuccessful repatriation (including both
underutilization of repatriate tacit knowledge
and experience, and repatriate turnover), which
continues to be a significant challenge in expatri-
ate career management (Antal, 2001; Bird, 2001;
Solomon, 1995). As described by Downes and
Thomas (1999), upon losing an experienced ex-
patriate due to ineffective repatriation, acompany
can lose large amounts of first-hand knowledge
about a particular foreign economic context,
including information about markets, custom-
ers, regulations, and local cultural influence on
management practices. In addition, it can forfeit
personal knowledge of networks, social connec-
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tions, and understanding of company image inthe
foreign market. Finally, through poor repatriation
efforts, companies can subvert formal knowledge
andinformation channelssupporting expatriation
and its role in knowledge generation for the firm
through the formation of informal and damag-
ing channels of information—often with greater
credibility than the formal channels—thatinform
expatriate candidates that the acceptance of a for-
eign assignment can prove to be very detrimental
to their long-term careers.

SOLUTIONS AND
RECOMMENDATIONS

The HCW can play a critical role in addressing
the problems identified in the previous section.
These potential strategic contributions leading to
competitive advantage include:

1. Developing more comprehensive experience
databases for guiding professional decision
making and practice,

2. Providing morevalid pre-departure expatri-
ate training and on-site coaching,

3. Developing a larger and more inclusive
globally competent workforce,

4.  Gaining an increased awareness about for-
eign market needs and conditions, and

5. Developing amore flexible corporate mind-
set that is more open to diverse perspectives
and challenges of our global economy.

Developing More Comprehensive
Experience Databases for Guiding
Professional Decision Making and
Practice

Multinational organizations can potentially
enhance decision-making effectiveness and
productivity by leveraging knowledge gained
by both expatriates and members of the HCW
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in their subsidiaries around the world. But this
more inclusive and comprehensive effortin global
knowledge management can prove to be very chal-
lenging even for leading MNCs of professional
knowledge services.

According to Paik and Choi (2005), Accenture
is considered among one of the most successful
companies in the consulting industry in which
knowledge has always been the primary asset.
Accenture’s entire knowledge management model
is based on one global database system called
the Knowledge Exchange (KX). The KX houses
approximately 7,000 individual databases, and
its primary purpose is to store explicit knowl-
edge—that is, client deliverables, presentations,
methodologies, best practices, and other document
forms—that can be accessed by its employees
through its global network using Lotus Notes.
Thus, the KX is the single, most important
knowledge generating and transferring tool at
Accenture, which causes its entire system to be
highly standardized and thereby cost efficient.
The KX is absolutely imperative to a consultant’s
daily work. It is not uncommon for a system user
to access knowledge on more than 10 different
databases on the KX every day.

The KX was initially established to link its
entire global network, pulling expertise and
knowledge from around the world into one col-
lective systemand uniting the entire organization.
However, Accenture’s global KX does not provide
adequate support or resources for dealing with
local and cross-cultural challenges. For example,
within Accenture’s East Asian offices, global
databases are not strictly viewed as the one and
only vehicle for knowledge preservation. Without
anyone helping them with such time-consuming
work, the language barrier and additional time
required for translation make it extremely dif-
ficult for East Asians to write English abstracts
that must accompany their KX contributions.
Different language systems and cultures make
knowledge transfer especially difficult since, if
the context changes, the nature of knowledge also
changes (Venzin, 1998).

Accenture also faces cultural complexities
that affect the motivation for knowledge sharing
in other parts of the world. The rigidity of the KX
and the standardization of its practices and work
processes have not only effectively prohibited its
East Asian employees from making KX contribu-
tions, but also have discouraged them from shar-
ing knowledge and conducting business based on
personal relationships, whichhastraditionally been
most comfortable and productive for them. East
Asian culture is typically a high-context society,
with informal socializing and person-to-person
communication a large part of accepted business
culture (Bhagat, Kedia, Harveston, & Triandis,
2002; Milliman, Taylor, & Czaplewski, 2002; Hall,
1977). Consequently, managers in East Asia seem
to be less willing to share their knowledge with
those with whom they are not in direct personal
contact. The resulting lack of East Asian employee
experience-based input into and utilization of the
KX is increasingly turning Accenture from “one
global firm” largely into “one American firm”
that constrains a potential strategic and competi-
tive advantage in effective human knowledge and
expertise sharing on a global scale.

Accenture is certainly not alone in uninten-
tionally developing an ethnocentric approach to
guiding future decision making on a global scale.
Organizations would do well to carefully seek
to make their databases more inclusive of local
HCW insights and experiences, whichwould help
develop databases that have more sophistication
and applicability to diverse foreign market condi-
tions. However, large cross-cultural differences
can present significant obstacles to the effective
transfer of organizational knowledge across na-
tional borders (Bhagat et al., 2002). An important
and tangible step forward would be for MNCs to
acknowledge the important role of the HCW in
knowledge generation and more effectively train
their expatriates in facilitating, with appropriate
cross-cultural sensitivity, the ongoing involvement
and utilization of HCW input.
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Providing More Valid Pre-Departure
Expatriate Training and Effective
On-Site Expatriate Coaching

In the face of concern for high incidence and
cost of expatriate assignment failure and pre-
mature return, considerable work has been done
to examine the appropriate kinds of knowledge,
skills, and abilities to be included in the training
of expatriates for foreign assignment (Black &
Gregersen, 1999; Adler, 1986). This work typi-
cally has recommended the training of general
cross-cultural awareness skills (e.g., Copeland
& Griggs, 1985) and more customized training
content for the host country assignment, includ-
ing language, customs, and other general country
cultural information (Selmer, 1995). Other work
has focused on training methods and processes,
such as simulations, for effectively delivering the
above knowledge, skills, and abilities to optimize
expatriate performance (Black & Mendenhall,
1992, 1990).

While thiswork has made an important contri-
bution to the development of theory and practice
for expatriate pre-departure preparation and
training, ittypically has neglected the HCW as an
importantsource of knowledge inputin the design
of expatriate training. Apart from the inherent
ethnocentricity of this neglect, the value of past
approaches to the design of expatriate training
may be seriously limited due to their emphasis
on generic principles of cross-cultural awareness
orongeneral characteristics of a particular ethnic
culture. For example, Paik, Vance, and Stage
(1996) found that management style preferences
of workforce membersacross national boundaries
can differ dramatically despite the presence of a
common Chinese ethnic cultural background,
and therefore should not be generalized. The
more generic past approaches to the design of
expatriate training may notadequately address the
specificand unique workplace demands attendant
to the expatriate assignment, especially those
unique, expatriate assignment-specific workplace
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demands involved with HCW management and
interpersonal interaction.

This concern for training customization has
recently led to the consideration of on-site expatri-
ate learning as a preferred tool to pre-departure
training (Mendenhall & Stahl, 2000; Bird, Osland,
Mendenhall, & Schneider, 1999). Yet perhaps, in
search of expatriate training customization and
validity, the answer lies less in when the train-
ing is conducted and more in the quality of the
knowledge and information input in the training
design. Fromalearning organization perspective,
the voice of the relevant HCW unit should be
considered in the design of valid, customized, ex-
patriate assignment-specific training. Itis possible
that by incorporating HCW input into the design
of expatriate training, both pre-departure and on-
site, HCW perceptions about how management
style and particular behaviors affect their work
could help optimize expatriate training validity
and, ultimately, HCW and foreign assignment
productivity.

As suggested by recent research, specific sub-
sidiary data based on surveys of HCW operative
employee expectations regarding management
style preferences would be useful to include in
the expatriate training design for a given for-
eign operation (Vance & Paik, 2002). Although
general information about HCW management
style preferences can be useful in preparing an
expatriate for an assignment and providing a
general framework for understanding a culture,
it is possible that norms and preferences regard-
ing appropriate managerial practice and behavior
can differ considerably within a given regional or
national culture. Specific information should be
obtained fromthe particular HCW corresponding
toan expatriate assignment to help refine broad or
general cultural portraits to better fit the specific
HCW situation.

As part of a comprehensive needs assessment
for customized expatriate training, interviewswith
supervisory and middle-management-level HCW
employees could help identify important areas
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of knowledge and procedure which, based upon
their overall past experience, lead to successful
knowledge transfer and expatriate performance.
The experience of HCW employees in the foreign
operation potentially provides a considerable
knowledge base that should notbe ignored if valid
expatriate training is desired. Interviews with
HCW managers and supervisors also potentially
can expose specific critical incident information,
particularly from the HCW’s more experienced
perspective, which could be used as customized,
company-specific lessons learned for expatriate
managers regarding behaviors to emulate and
those to avoid. These critical incidents can be
very useful in developing compelling and valid
casesand role-playing scenariosto promote higher
levels of learning among expatriates.

HCW managers and supervisors also can
serve as ongoing coaches and even mentors to
expatriates to help them make decisions that are
appropriate for the host country’s socioeconomic
context, and to maintain positive relations and
open communications with all HCW employees
(Feldman & Bolino, 1999). This form of HCW
training design input, which unlike the previous
two categories involves more training process
than training content, can promote effective on-
going learning for expatriates while in the field,
which is increasingly being considered as the
time when the most productive expatriate train-
ing occurs (Bird et al., 1999). Past research has
found that expatriates with HCW mentors gained
an important source of socialization knowledge
and support (Black, 1990).

Developing a Larger, More Inclusive,
Globally Competent Workforce

When knowledge management includes the
widespread and effective acquisition of critical
global business knowledge, skills, and abili-
ties by a broad spectrum of the organization’s
human resources—wherever they are found in
the world—the organization is able to develop

a larger supply of globally competent managers
and business leaders. Organizations that focus
on expatriates in the development of global com-
petence unwittingly limit their internal global
talent pool for future assignment selection. A
commitment to the development of all members
of the organization, including the foreign HCW,
can also help facilitate effective communication
and knowledge sharing between expatriates and
the HCW in foreign operations. Furthermore, the
development of senior HCW managers regarding
home country and parent company culture can
potentially help those HCW executives better
understand and work with key decision makers at
MNC headquarters (Vance & Paik, 2001).
Long-term management development experi-
ences of HCW managers at home country head-
quarters (inpatriation—see Harvey, 1993) can
potentially provide a helpful exposure for these
HCW managers to an MNC headquarters’ corpo-
rate culture and the particular style, priorities, and
processes of parent company strategic manage-
ment (Harvey, Price, Speier, & Novicevic, 1999;
Harvey & Buckley, 1997). Once they overcome
the ‘liability of foreignness’, inpatriates represent
anew source of knowledge transfer that can bridge
the cultural gap between headquartersand overseas
subsidiaries in effectively implementing MNCs’
global strategies (Harvey, Novicevic, Buckley,
& Fung, 2005; Harvey & Fung, 1999; Peppas &
Chang, 1998). Whenthe HCW manager returnstoa
senior-level assignment within aforeign operation,
working closely with or even replacing expatriate
management, he or she should now be able to work
more effectively within the context of the strategic
direction, goals, and culture of the parentcompany.
But this optimal link by HCW executives to the
corporate mindset will likely never be achieved
without significant direct work experience and
long-term interaction with MNC headquarters.
Ultimately, the parent firm will theoretically have
more strategic control over this foreign operation
than over other operations headed by HCW manag-
erswho have not had this in-depth parent company
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culture/strategy learning experience (Harvey et
al., 1999; Kobrin, 1988). The development of the
HCW at this senior level through organized ef-
forts of training, multinational team assignments,
foreign travel, and extended foreign assignments
(including inpatriation) is particularly important
in helping to achieve a truly global orientation for
the firm where the MNC strategic mindset is also
held by senior-level members of the HCW (Black
& Gregersen, 1999).

Gaining an Increased Awareness
About Foreign Market Needs and
Conditions

HCW managers and executives with frequent
information exchange withan MNC headquarter’s
decision makers (whether by distant communi-
cation or during an inpatriate assignment) are
positioned to provide helpful input to parent
company decision makerswho setbusiness policy
and performance expectations for those who are
givenan expatriate assignment. Unlike previously
discussed HCW input to expatriate training and
subsequent on-site learning about how to effec-
tively carry out the expatriate assignment, this
form of input benefit relates more to enhancing
the validity of just what the assignment will be
in the first place. In interviewing Mexican HCW
managers, Vance and Ensher (2002) noted that
often the greatest source of American expatriate
poor performance was not the lack of appropri-
ate pre-departure training, but rather was due to
the inappropriate policies, practices, procedures,
and expectations that the expatriate brought as
assignment directives from parent company
headquarters. What was expected of them for
the expatriate assignment was not well grounded
in the reality of the host country, leading to un-
necessary and avoidable expatriate frustrations
and difficulties.

Beyond the level of the expatriate assignment,
there are numerous examples of poor and costly
decision making on the part of inexperienced,
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ethnocentric, and arrogant senior management
teams at MNC headquarters who have planned
and launched significant international business
initiatives without an appropriate understanding
of and sensitivity to foreign market needs and
socio-political conditions (e.g., Ricks, 1999).
Experienced HCW managers, where their inputs
are genuinely considered, can potentially provide
critical social, political, and economic insights
for MNC strategic plans that are directed toward
their host country operations.

Developing a Flexible Corporate
Mindset That is More Open to
Diverse Challenges of Our Global
Economy

Upper-level HCW managers and executives rep-
resent a vital source of training design input for
shaping the global orientation and multicultural
thinking of the company as a whole (Harvey et
al., 1999). Their experienced input can lead to the
design of very relevant, customized diversity and
cross-cultural awareness training for the entire
multinational organization which can help draw
the corporate mindset away from limiting and
dysfunctional ethnocentric patterns of thoughtand
practice. In fact, their presence and meaningful
interaction with other home country managers at
the parent company headquarters can lead more
informally to a greater awareness of differing yet
valuable perspectivesand experience setsthat can
enhancethe overall global orientation at company
headquarters necessary for competing in the
global marketplace. Through formal and informal
channels, inpatriate managers can potentially
infuse knowledge of the host country through-
out the global organization and provide a means
to enrich the senior management team—now a
multicultural management team—by adding a
multicultural perspective and cognitive diversity
to the process of global strategy development
(Harvey et al., 1999; Bartlett & Ghoshal, 1992;
Quelch, 1992). And these multicultural strategic
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management teams can create competitive ad-
vantage by increasing creativity and innovation,
resulting in more effective managerial decision
making and organizational outcomes (Bantel &
Jackson, 1989).

FUTURE TRENDS

The objective of this chapter has not beento dispar-
age or discourage the involvement of expatriates
in the overall global knowledge management ef-
fort. Rather, this chapter highlights the potential
drawbacks of continued imbalance ininternational
managementtheory and practice, and in particular
indicates how the neglect of the potential role of
the HCW can render efforts in global knowledge
management incomplete at best.

Future research in global knowledge manage-
menttheory developmentand practice could make
valuable strides by expanding its focus beyond ex-
patriatesand parentcompany nationalsto include
the voice of the host country workforce. Thismore
inclusive focus will shed new light and generate
useful prescriptions related to several potentially
strategic contributions of the HCW in global
knowledge management as we discussed above.
Given that the overall numbers of traditional ex-
patriates continue to decline and the alternative
forms of international work arrangements such
as virtual or short-term assignments are on the
rise, the host country managers are expected to
assume many important responsibilities that the
home country managers used to handle. It is in
this context that the role of the HCW is becom-
ing increasingly important in harnessing and
disseminating the critical knowledge generated
from business involving overseas subsidiaries,
especially asthe communication gap between host
country managers and HCW employees is much
smallerthanthatbetween the expatriates and local
employees. Yet, it is up to the top management at
MNC headquarters to determine how much the
company will appreciate the knowledge produced

from its overseas subsidiaries, and evaluate its
appropriateness and applicability to its global
business operations.

CONCLUSION

Recentresearchrelated to global knowledge man-
agement has done well to consider the important
ways in which expatriates can contribute to the
effective generation and utilization of knowl-
edge by MNCs as they compete in our global
marketplace. However, this picture of global
knowledge management is incomplete without
the inclusion of the role of the HCW, both as
sources of potentially important knowledge and
participants in the MNC knowledge generation
and utilization process. Significant contributions
of strategic consequence that the HCW can make
to the overall effort of knowledge generation and
utilization in global knowledge management have
been discussed. These include developing more
comprehensive experience databases for guid-
ing professional decision making and practice,
providing more valid pre-departure expatriate
training and on-site coaching, developing a larger
and more inclusive globally competent workforce,
gaining an increased awareness about foreign
market needs and conditions, and developing a
flexible corporate mindset that is more open to
diverse perspectives and challenges of our global
economy.

Our traditionally myopic and ethnocentric
view of the parent company workforce, including
those on expatriate assignments, as the principal
individual-level focal point of studies in inter-
national management has typically neglected an
important part of the picture—the host country
workforce employed in foreign operations. Future
research withamore inclusive perspective should
expand its heretofore narrow focus and consider
more carefully in theory and in practice poten-
tial contributions that the HCW can make to the
international enterprise, particularly in the vital
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knowledge generation and utilization activities
of global knowledge management.
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Chapter XIlll
Developing a Standardization
Best Practice by Cooperation

Between Multinationals

Henk J. de Vries
Erasmus University, The Netherlands

ABSTRACT

This chapter presents a case of knowledge sharing between multinational companies. The companies
cooperated to develop acommon best practice for the development of company standards through sharing
their practices. The chapter describes how this best practice was developed and tested. Experiences in
this successful project may help other multinationals also profit from knowledge sharing. Critical success
factors are the willingness to be open, the culture of cooperation, and the involvement of academia.

INTRODUCTION

Knowledge sharing between multinationals in
order to learn from each other is not practiced
very often. Corporations may want to protect
their proprietary corporate knowledge and re-
strict sharing anything with others. This chapter,
however, shows a case from The Netherlands
where six multinational companies managed to
develop a common best practice for the develop-
ment of company standards through sharing their
practices.

BACKGROUND FOR STARTING
THE KNOWLEDGE SHARING
PROJECT

Large parts of The Netherlands are below sea
level. Windmills and nowadays electric pumps
are used to keep the polders dry, and all dikes
and watercourses have to be in good shape. It
was and is a common effort to achieve this. Due
to these circumstances, the Dutch developed a
tradition of cooperating for common goals, the
so-called ‘polder model’. This tradition of coop-

Copyright © 2008, IGI Global, distributing in print or electronic forms without written permission of IGI Global is prohibited.
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eration applies to the business world as well. This
chapter describes a case of cooperation between
Dutch multinationals in the area of technical
standards.

In 1916, The Netherlands was the first country
in the world to establish an independent national
standardization organization to develop technical
standards for common use—a joint initiative of
the national organization of industrialists and the
national organization of engineers. Nowadays,
7,000 experts cooperate in committees of this
private institute, NEN, to develop national stan-
dards and to provide the Dutch input in standards
development at the European and international
levels. Inherent to this is that NEN functions as
a platform for business people to meet in a rather
informal setting and to discuss issues of common
interest. For standards officers of big chemical
and petrochemical industries, such an issue ap-
peared to be the development of standards for
their installations.

For companiesin process industries, standards
for the installations are primarily engineering
solutions that define how to design, construct,
and maintain manufacturing facilities (Simpkins,
2001). In general, the companies prefer external
standards, for example from the 1SO (Interna-
tional Organization for Standardization) and
API (American Petroleum Institute) (Qin, 2004;
Thomas, 2004). However, these do not meet all
their needsand, therefore, the companies comple-
ment these with their own standards, so-called
company standards. A company standard may
have the form of: (1) a reference to one or more
external standards officially adopted by the com-
pany; (2) a company modification of an external
standard; (3) a subset of an external standard (for
instance, a description of the company’s choice
of competing possibilities offered in an external
standard, or a subset of the topics covered in the
external standard); (4) a standard reproduced
from (parts of) other external documents, for
instance, suppliers’ documents; or (5) a self-writ-
ten standard.
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Company standards can improve business
performance in terms of efficiency and quality.
Inthe process industry, benefits such as reduction
of design and construction costs, procurement
costs, training costs, and minimization of design
errors and rework have been reported (Simpkins,
2001). The issue raised by the standards offi-
cers was how to shape the production of these
company standards (standardization activities)
in order to maximize the benefits of company
standardization.

The Dutch tradition of cooperation includes
tiesbetween industry andacademia. The standards
officers of the process industries expressed their
wish to improve company standardization to the
chair of standardization at Erasmus University’s
Rotterdam School of Management. The latter
was enthusiastic for a common research project
because the question was interesting fromascien-
tific point of view as little research had been done
on company standardization. Exceptions include
Adolphi (1997), Hesser and Inklaar (1997, Sec-
tion.5), Radaand Craparo (2001), Schacht (1991),
and Susanto (1988). Professional publications on
company standardizationinclude AFNOR (1967),
Barnes et al. (1988), Bouma and Winter (1982),
British Standards Society (1995), Cargill (1997,
pp. 139-146), Nakamura (1993), Ollner (1974),
Osterreichisches Normungsinstitut (1988), Teal
(1990), Toth (1990), Verman (1973, Chapter 7),
Verity Consulting (1995), and Wenstrom, Ollner,
and Wenstrom (2000). The university took the
lead in starting the best practice project. The best
practice in company standardization should be
developed by making an inventory of company
practices and relevant literature.

Processindustries in The Netherlands include
several medium-sized companies and a few large
multinational companies. All companies that
decided to participate in the project belong to the
latter category and include both petrochemical (oil
and gas) and chemical industries. Later, a sixth
company joined: a U.S.-based chemical industry
with a large plantin The Netherlands. All of these
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companies are in the top five of the world in their
market segment, annual turnover in 2005 were
between US$1.6 billion and US$307 billion.

Each company promised to provide access to
its company and to provide the researchers with
all necessary information. The research was car-
ried out by two junior researchers, supervised by
a senior researcher (the author of this chapter). A
supervising committee was formed consisting of
the corporate standardization managers of the
companies concerned, a technical officer from
NEN-—the national standardization institute of
The Netherlands, and the president of NKN—the
national standards users organization in The
Netherlands.

We will now describe the project, in which
six subsequent steps can be distinguished. Per
step, we will first describe the approach chosen
and then the results. A scientific underpinning of
the methodology used can be found in De Vries
and Slob (2007).

PROJECT APPROACH AND
RESULTS

Step 1: Getting Acquainted with
Business Issue, Companies, People,

and Scientific Literature

The project was started by studying the avail-
able scientific and professional literature. This

Figure 1. Conceptual model

Company

study confirmed the expectation that answers to
the research question were not available yet and
therefore the practical situation in the compa-
nies should be the main source of information.
Then the junior researchers paid a visit to each
of the companies and had a meeting with the
standardization officer to get acquainted with
him personally and with company standardiza-
tion in his company. How did he define company
standardization? What did hiscompany do in this
area, how, and why? This first meeting was more
of achat than an interview, unstructured in order
not to be biased by preconceived ideas. It can be
seen as a quick scan of company standardization
within that company and as a starting point for
further systematic research.

Step 2: Designing a Process Model
for Company Standardization

A “best practice” isa practice that is in actual use
at some place and which is deemed better than all
other practices that are used or known elsewhere.
If a practice is acknowledged as “best,” it should
be fit for being transferred to those other places as
well. “Best practice” in company standardization
means the best possible contribution of company
standardization to business performance (see
Figure 1).

Assessing which of the practices in use is the
bestonerequiresthatappropriate criteriaare used
to evaluate current practices. Moreover, it is not

| Business

Standardization

Performance

Implementation of Company
Standardization Best Practice
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self-evident beforehand that a best practice model
is feasible: companies might differ so much that
the optimal situation is unique per company and
there is no common best practice. Apart from the
possible differences per company, the benefits may
differ per standard, for example, asafety standard
should lead to safe installations, a standard speci-
fying a preference range for pipes should lead to
costsavings. These differences hinderacommon
perception of “best” in “best practice.” Therefore,
the researchers looked for a more general indica-
tor. In line with the international standards for
quality management, “best” might be defined as
“maximum user satisfaction” (ISLO, 2000). Then
we can distinguish between direct users, being

people that read the standard, and indirect users
who use the products, services, systems, and so
forthinwhichthe standard hasbeenimplemented.
Again, however, because of the diversity of stan-
dards anduser categories, itis difficultto measure
user satisfaction and, subsequently, relate it to
best practices for standardization. Therefore, this
approach seems unfeasible as well.

In their attempt to develop a technical inno-
vation audit, Chiesa, Coughlan, and Voss (1996)
faced asimilar problem: howto explain successes
(and failures) of innovations in terms of business
performance. Their basic assumption was that
success in innovation is related to good practice
in the relevant management processes. Therefore

Figure 2. Overall best practice in company standardization resulting from best practices of the consti-

tuting processes
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Figure 3. Process model for company standardization
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they developed a process model of innovation in
which they distinguished four core processes and
three supporting processes. The well-functioning
of these processes should result in successful
innovation. Subsequently, they looked for a best
practice per process. This best practice is a set
of characteristics of the process that gives the
best results.

Innovation and company standardization have
a lot in common. Innovation is concerned with
the development of a new product or process,
or the improvement of an existing product or
process. Company standardization concerns the
development of a standard which, subsequently,
isimplemented and affects products or processes.
Therefore, Chiesaetal.’s (1996) approach hasbeen
taken as a benchmark. Then, the basic assump-
tion is that successful company standards result
from well-functioning or, better, ‘best’ company
standardization processes (see Figure 2).

The next question is to determine these
processes. Chiesa et al. (1996) could build their
process model on existing literature (Roberts,
1988). In the standardization case, the available
literature was not workable. However, the re-
searchers had the opportunity to have access to
business practice within the six companies. Based
on the first impression of company standardiza-
tion in the companies and the senior researcher’s
own experience, a process model on company
standardization was designed (see Figure 3).

Core Processes

1. Setting Priorities: Which company stan-
dard will be developed and which will not?
Who decide(s), based on which criteria (if
any)?

2. Developing the Standard: This process
consists of the composition of draft ver-
sions of the standard, commentary rounds,
the writing of the final version, and its ap-
proval.

3. Introducing the Standard: The approved
standard must be introduced to its users. In
this introduction process the benefits of the
standard and the reasons for certain choices
in the standard can be explained. The more
and the better the standard is known to its
potential direct users, the higher the chance
that they will actually use itand do so in the
way intended by the standard’s developers.
The “promotion” of the standard can also
continue after the introduction period.

4.  Distributingthe Standard: The purpose of
this process is to assure that each standard
reaches the direct user in a fast and easy
way. This can be done by, for instance,
subscription, ordering on demand, or in the
form of “publishing on demand” using an
intranet.

Facilitating Processes

1. Astandardization policy is needed to steer
the core processes—a global policy on
company level, more detailed on department
level.

2. A budget is needed to finance the core-
processes—standardization activities ask
forinvestments. Costs precede benefits. The
break-even point may be after, for instance,
three years.

3. Humanresource managementisanecessary
supporting process. Competent personnel
must realize the established policy.

4. The core processes are also facilitated by
IT (e.g., electronic publishing of standards
on the intranet) and other tools.

On the right hand side of the model in Figure
3, the required end situation is represented by the
concept “Application of the standard.” Company
standardization can only be a success when the
standard is used in practice, and in the right way.
A standard that is of a high quality but is not
used in practice has no value. Potential direct
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users must be willing to use the standard and be
capable of understanding and using it. On the
left-hand side of the model, the beginning of the
process is represented by the concept “call for a
standard,” which represents the requirement for
any standard that it is seen as responding to a
perceived problem “on the floor.”

Finally, at the bottom of the model, a feedback
loop is represented. Evaluation of the standard’s
use may form the basis for withdrawing, main-
taining, or changing the standard. The developed
standard should be an answer to the question for
which it was produced: Are the (potential) users
ofthe standard satisfied? Therefore, user feedback
to those who have decided to make the standard
as well as to the people who have developed it is
essential. The figure shows only one overall feed-
back loop, but in actual (best) practice a feedback
loop is required in each of the four steps of the
standardization process.

Step 3: Testing the Process Model
and Determining Practices per
Process

The process model had to be tested, in the sense
that the proposition that the (core and enabling)
processeswere really inplace inbusiness practice
was confirmed. This test was a question of pattern
matching: Can each of the predefined processes
be found, in one form or another, in each of the
companies?

Data per company were gathered in the form
of interviews, company documents, and personal
observation. The process approach appearedto be
applicable in each of the companies investigated.
No missing processes were reported and each
process applied to each company. The model
was also presented to the steering group and this
group confirmed its correctness. Therefore, the
model for company standardization could serve
as a basis for the subsequent research steps.
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Step 4: Describing Standardization
Process Characteristics per Com-

pany

The next step is to describe company standard-
ization process characteristics per company. This
description is more an in-between result than
that it has value as such, except for the company
concerned. In practice, the gathering of data for
this step was combined with the gathering of data
needed in step 2. There was no pre-defined pro-
tocol for interviews other than the process model
and the question, asked for each of the processes,
of how the company had shaped these processes. It
appeared that the way the companies had shaped
their processes differed quite a lot.

Step 5: Determining Best Practice
per Process

Chiesa et al. (1996) defined characteristics per
process that are associated with success or failure
of the process and the overall innovation process,
based on available literature. In our approach,
similar characteristics were defined in the form
of statements. These statements describe a (sup-
posed) best-practice characteristic: “best” in the
sense of the expected contribution of the process
tothe overall success of company standardization.
The statements have been developed starting from
the observed practice in the six companies, in a
team analysis. Company standardization litera-
ture, scientific or professional, played aminorrole
because, in general, it did not provide in-depth
best-practice data.
Examples of such statements:

. There isaclear strategic policy on company
standardization.

. Atthe corporate level, there isaclear frame-
work for operating company standardiza-
tion.
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. A ‘why document’ should be attached to each
company standard to provide the underpin-
ning of the mostimportant choices/decisions
that were made during standards develop-
ment.

First we will discuss the first two best-practice
statements, both related to the policy process. To
make company standardization work, there must
be an organizational framework and a policy.
There must be enough engagementto the policy by
the people who must carry out the standardization
activities and their management, and the higher
levels of management. In our best practice, top
managementis represented in company standard-
ization or at least supports it. The most effective
way to make this work is by means of a steering
group in which the standardization department,
(technical) management from business units, and
amember of top-level management (e.g., atechni-
cal director) are represented. Having a company
standardization steering group is an important
part of the best practice; we found such a group
in some of the investigated companies. Not in
the main scientific study on the organization of
company standardization (Adolphi, 1997) nor in
otherscientific literature was the idea of a steering
group mentioned. We found it in Dutch profes-
sional studies only (e.g., De Gelder, 1989). The
British Standards Society (1995, p. 40) mentions
a “standards committee,” but does not talk about
a real steering responsibility. The American Na-
tional Standards Institute’s best practice research
(Verity Consulting, 1995) apparently did not find
steering groups in the multinational companies
they investigated. We considered asteering group
to be best practice for reasons of commitment for
and support of the standardization activities.

We will now describe how we arrived at
the last best practice statement, related to the
company standards development process. One
of the interviewees mentioned the example of a
standard for durability of piping materials related

to corrosion. Inthe case of a pipeline in a dessert,
there may be less danger of corrosion, so just ap-
plying the standard may lead to an unnecessarily
costly design. The why document will explain
the assumptions underlying the specifications in
the standard so that it may become clear to what
extent the design may be changed in the case
of deviating circumstances. Then the company
should balance the advantages of a cheaper design
against the cost of having more diversity in its
equipment. This best practice characteristic of
having a why document was also found in Brown
and Duguid (1991, p. 45).

Theresult of this step was an ‘extended model’
consisting of the process model and best practice
characteristics per process. We will not list these
102 best practice statements in this chapter, but
refer to a paper by De Vries (2006) in which these
have been presented.

Step 6: Testing the Best Practice
Model

The last step was to test the best practice model.
This was done by presenting the findings to the
companies and asking them for feedback.

In order to be able to compare each company
with the other companies and the best practice,
scorecards were used, again taking the benchmark
of Chiesa et al. (1996). Per company, a score
was given related to the different statements
per process of the model in Figure 3. The score
per statement could vary from 1 (not applicable
at all) to 5 (very much applicable). The score of
5 is considered to be ‘best practice’. For every
company the scorecards were filled in both by
the companies themselves and by the research-
ers (‘objective party’), and a mean score was
determined. The scores were put together with
the scores of the other companies. These figures
were presented in tables, the most interesting
ones also in graphs. This has been done per best
practice statement. For every process, the order
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Figure4. Scorecard graph example: The influence
of business units on the strategic policy concern-
ing company standardization

Influence of BU's on strategic policy Company
standardization

Mean

of companies was made differently, in a way that
the companies could not recognize which score
belonged to which other company.

Figure 4 shows the scorecard for one of the best
practice statements related to the policy process:
“The business units have sufficient influence on
the strategic policy on company standardization
(to make sure that their needs in this area are
met).” The picture shows seven different bars.
The first six represent the scores of the six dif-
ferent companies, the seventh the mean score. In
this case, most companies do not score high on
this statement. The respondents recognized the
importance of involvement of the business units
in the formulation of the strategic policy, but just
one of the companies had this in place at a suf-
ficient level of quality.

By comparing their own score with the
best practice and with the other companies,
the cooperating parties could distinguish gaps
between their practice and best practice, think
about reasons for this gap, and decide on focus
and improvement points for their future policy
on company standardization. Moreover, besides
an overall research-report for all companies, an
additional report per company was made with a
description of their actual company standardiza-
tion and the focus points for them to work towards
best practice.
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Per company, a focus group was formed
consisting of the standardization manager and
people involved in one or more of the processes.
The research findings were presented to each of
these groups, thus one session per company. In
this session there was also the possibility to dis-
cuss the best practice situation in relation to the
possibilities of the company. Besides the report,
these individual sessions were helpful for the
companiestoanalyze the status of the currentsitu-
ation on company standardization and to identify
focus points for its future optimization. So this
approach enabled each company to benchmarkits
company standardization processes againsta best
practice andto discuss priorities forimprovement.
The presentations and subsequent discussions
within the companies were at the same time an
essential element in the scientific approach: each
focusgroup provided feedback on the correctness
of the process model and the best practices per
process. By taking these as the starting point for
the discussion of the situation in the company
concerned, comments showed whether or not
there was any discussion on the correctness of
elements of the best practice model. Discrepan-
cies, if any, between best practices as formulated
by the researchers’ model and as perceived by the
focus groups should be noted.

Every company has its own specific needs,
culture, and ways of ‘doing’, so the best practices
may have to be adapted to the specific situation of
the company. Infacttotheir surprise, the research-
ersfound hardly any differences in perceived best
practices. The focus groups in the six companies
confirmed that the best practice developed was
the right one and that it also applied to their
organization, so there appeared to be a rather
common understanding about which practices
were considered to be ‘best’. In some cases there
were somedifferencesinnuance. For instance, the
above-mentioned why document was recognized
to be best practice, but the decision whether or
notto add it should balance its advantages against
the additional time it takes to write it. However,
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in general, all best practice characteristics were
seen by each of the six focus groups as real best
practice, so the best practice model passed the
test with flying colors.

The six companies differed in scores per best
practice characteristic. No one was overall the
best or the worst—each one had ‘good’ as well
as ‘bad’ performances in different areas.

Finally, the best practice found was presented
to the steering committee and again its correct-
ness was confirmed.

CONCLUSION AND DISCUSSION

Based on the existing practices in six companies,
completed with some findings from literature,
a best practice for company standardization has
been developed. This has been done by develop-
ing a process model; best practices per process are
assumed to result in overall best practice. The best
practices per process have been formulated in the
formof statements, 102 in total. Both the model and
the best practice statements have been tested.

The project can be seen as a successful form
of knowledge sharing between multinationals.
Critical success factors for this project were: (1)
the willingness of the companies to be open, (2)
the culture of cooperation, and (3) the involve-
ment of academia.

The Willingness of the Companies to
Be Open

Confidentiality is a core issue in business. There-
fore, it is not self-evident that companies are
willing to share knowledge—this might be at the
cost of their competitive position. Inthis case, the
companies that shared their knowledge did not
compete on product level, and they had the com-
mon problem to increase or maintain quality and
safety of their installations while reducing cost of
ownership of these installations. Therefore, itwas

not ‘dangerous’ to be open. Part of the research
design, however, was to keep the practices per
individual company confidential; only the best
practices should be made available. So each of the
companies does not know how the five other com-
panies have shaped their company standardization
processes. For the academic researchers it was a
condition that they could publish the results. In
fact, this was more dangerous because the findings
might be used by competitors. The Dutch may be
naive at this point, for example, Pakistan could
develop anatom bomb using knowledge gathered
ina Dutch company, and Philips’ IPRs are used in
mobile phones without any license fees going to
this company. On the other hand, the competitors
can see ‘only’ the best practice model and the 102
best practice statements, while the participating
companies also received a special report with a
listing of areas for improvement in this particular
company. Moreover, the involvement of company
people in the project provided a better basis for
implementation of changes than ‘just’ a publica-
tion which, moreover, might remain unnoticed.
A last reason for not being too afraid of results
being published is that the six participating com-
panies can implement changes sooner, not only
because of their involvement in the project but
also because of the delay related to the scientific
review process.

The Culture of Cooperation

Thanks to the culture of cooperation, the com-
panies could share the wish to start a project and
get the project started. In this case, the informal
contacts between business experts, the national
standardization organization, the national stan-
dardsusersorganization, and academiafacilitated
the start. Because the project was interesting for
all participants, all of them were willing to invest
time. The only money paid concerned a small
allowance for the junior researchers, paid by the
Six companies.
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The Involvement of Academia

The companies themselves would have lacked
the knowledge for a sophisticated benchmarking
project. Involving a consultancy firm would have
been an option, but such firms would have the
disadvantage of lack of knowledge, the project
would have been much more expensive, and there
mightbe adanger that the consultancy firm would
use the knowledge for advising a competitor.

In this case, knowledge sharing concerned the
development and implementation of standards
within companies. There is no reason why such
knowledge sharing would not apply to other areas,
but then the project approach might be different.

The case companies were located in The
Netherlands. This country has the advantage of
a small size (it is no problem to have a meeting
and to return home the same day) and of a culture
of cooperation. These advantages apply to some
other countries as well, for instance, Switzerland.
However, this does not imply that such forms of
cooperation are not feasible in other countries or
even cross-boarder. Probably success is more a
question of willingnesstotake initiativesandtoin-
volve others. Knowledge sharing across company
borders can pay off. By choosing to benchmark
with non-competitors, the threat of revealing
confidential knowledge to competitors can be
avoided. Participation in informal professional
networks facilitates cooperation. Establishing
contacts with academic researchers specialized
in the topic of their own profession appeared to be
another condition. Thenawin-winsituation can be
possible enabling startingaprojectat low costand
(therefore) even without formal hierarchical ap-
proval. We expecttherefore that such aknowledge
sharing project could be initiated not only by top
managers, but also by middle managers or even
in some cases lower managers or specialists in a
certain area of expertise, for example, business
unit managers, IT managers, quality managers,
HR managers, IPR officers and, last but not least,
standardization managers.
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FINAL REMARKS

Alimitation of the study isthatitfocusesonarather
broad description of the best practice situation
without going into details and without describing
how to migrate from the present situation to the
new situation. The first was not feasible because of
time constraints; the latter was impossible because
the present situation differed per company. But
in the separate reports per company, suggestions
for main steps to improve the present situation
have been given.

Additionally, there is also a second way in
which the project described in this chapter relates
to the theme of this book. Company standard-
ization can be seen as a way to manage (in our
case technical) company knowledge. Standard-
ization is a structured way to transfer tacit into
explicit knowledge (Nonaka, 1994). Knowledge
is recorded (in the standard) and, subsequently,
transferred to the other workers/users. In that
sense, the research project has resulted in a best
practice for a form of knowledge management.
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ABSTRACT

Multinational companies (MNCs) are facing important challenges within the current economic context.
Rapid technological changes, the globalization of the economy, the existence of increasingly demanding
consumers are, among other factors, the origin of the difficulties involved in achieving and sustaining
a competitive advantage in the long term.One of the keys for overcoming these difficulties is to manage
knowledge-based resources appropriately. However, in order to be able to manage these resources,
the multinationals need to know, with complete transparency, just what these resources are, and this is
achieved by quantifying them. The quantification of knowledge-based resources and the preparation of
intellectual capital statements represent two strategic challenges for the MNCs.

INTRODUCTION causal ambiguity, social complexity, organi-

zational path dependence, time compression
The resource-based view of the firm and the diseconomies, and idiosyncratic value (Barney,
literature on knowledge management and orga- 2001; Dierickx & Cool, 1989; Mahoney, 1995;
nizational learning state that knowledge-based Ordofiez de Pablos, & Peteraf, 2004, 2005; Peteraf,
resources are a source of sustained competitive 1993; Reed & DekFillippi, 1990; Wernerfelt, 1984;
advantage due to their distinctive characteristics: 1995). These special features of knowledge-based
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resources require that the organization develops
new strategies to manage them.

Knowledge management and intellectual
capital literature respectively provide both a
conceptual framework and specific tools for the
management of intraorganizational and interor-
ganizational knowledge flows in multinational
companies (MNCs). Multinational companies
consider that the transfer of knowledge flows at
the international level represents a source of op-
portunities and risks.

This chapter has two basic aims. First, it
analyzes the complex dynamics of knowledge
flow transfers in multinational firms. Second, it
addresses the measuring and reporting of knowl-
edge-based resources in MNCs.

INTELLECTUAL CAPITAL
Concept and Constructs

Managing knowledge-based resources is not a
new problem, and there have been other theories
that have tried to tackle it. As Roos et al. (1998)
state, intellectual capital is the latest develop-
ment in this line of research. In particular, the
theoretical roots of intellectual capital come
from two different streams of research: strategy
and measurement. While the first stream studies
knowledge management—knowledge creation,
acquisition, diffusion, capitalization, conversion,
transfer, and storage—the second stream of re-
search focuses on the measuring of intellectual
capital. This stream has advanced towards the
building of intellectual capital statements and
the development of international standards on
intellectual capital measuring and reporting.
Now we are going to focus on the second stream
of research: measuring and reporting intellectual
capital (Lytras & Pouloudi, 2006).

A broad definition of intellectual capital
states it is the difference between the company’s
market value and its book value. Knowledge-
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based resources that contribute to the sustained
competitive advantage of the firm form intel-
lectual capital. However these resources are not
registered in the financial accounts. In contrast
with tangible resources, the payoff and value of
investments in a firm’s current stock of knowl-
edge (intellectual capital) will not appear in the
financial accounting until later on. For all these
reasons, knowledge-based resources must now
being identified, dissected, and analyzed.

An accepted idea in the field is that intel-
lectual capital is formed by three components or
subconstructs: human capital (HC), structural
capital (SC), and relational capital (RC) (Skandia,
1996).

Human capital reflects the set of knowledge,
capabilities, skills, and experience of the employ-
ees of the company. It represents the accumulated
value of investments in employee training, com-
petence, and the future. It also includes an even
more intangible element: employee motivation
(Becker, 1964; Skandia, 1996).

Structural capital represents organizational
knowledge that has moved from individuals or
from the relationships between individuals to be
embedded in organizational structures, such as
organizational routines, policies, culture, or pro-
cedures. Generally, structural capital is divided
into technological capital and organizational
capital. Technological capital represents industrial
and technical knowledge, such as results from
R&D and process engineering. Organizational
capital includes all aspects that are related to the
organization of the company and its decision-mak-
ing process, for example organizational culture,
organizational structure design, coordination
mechanisms, organizational routines, planning
and control systems, among others (Bontis, Chong,
& Richardson, 2000; Skandia, 1996).

Finally, relational capital reflects the value of
organizational relationships. In general, it has
beenaccepted that these relationships were mainly
focused on customers, suppliers, shareholders,
and the administrations, among others, without
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including the employees, and therefore adopting
anexternal perspective (Ordéfiez de Pablos, 2005).
However, it is clear that the relationship of acom-
pany with itsemployees creates value, and for this
strategic reason it is necessary to bear them in
mind. Toadvance inthe study of relational capital,
it is convenient to differentiate between internal
relational capital and external relational capital.
Internal relational capital includes the value of
the strategic relationships created between the
company and its employees. External relational
capital represents the external perspective of
relational capital and includes social relations of
the company with key agents: customers, suppli-
ers, shareholders and stakeholders, current and
potential, regional and national administrations,
and the environment, among others.

Intellectual Capital Measuring Tools

Among these tools for managing a company’s
stock of knowledge is the Skandia Navigator
(Skandia, 1996), the Intellectual Assets Monitor
(Sveiby, 1997), and Balanced Scorecard (Kaplan
& Norton, 1992, 1993, 1996).

The Skandia Navigator

In 1991, Leif Edvinsson started to work on the
building of intellectual capital tools at Skandia.
With the help of Professor Edvinsson, Skandia
become world’s first company to publish the intel-
lectual capital statement. He also developed two
major intellectual capital managing and measuring
tools: Skandia Value Scheme and Skandia Navi-
gator (Bounfour & Edvinsson, 2005; Edvinsson,
1997; Edvinsson & Malone, 1997).

The well-known Skandia Value Scheme and
the Skandia Navigator are two models for high-
lighting and describing the evolution of intellectual
capital within Skandia. These models visualize
value components that make up intellectual capi-
tal, as well as the method of managing them and
reporting on their development.

Skandia Navigator is designed to provide a
balanced picture of the financial and intellectual
capital. Its greatest advantage is “the balanced
total picture it provides of the operations” (Skan-
dia, 1994, p. 15). The focus on financial results,
capital, and monetary flows is complemented
by a description of intellectual capital and its
development. Indicators that specify both the
level and change are highlighted. At Skandia, the
intellectual capital ratios are grouped into major
focusareas: the customer focus, the process focus,
the human focus, and the renewal and develop-
ment focus.

Intangible Assets Monitor

The Intangible Assets Monitor representsatheory
of stocks and flows which aim to guide managers
in the utilization of intangible assets, the identi-
fication and renewal of these flows and stocks,
and the avoiding of loss. This tool is focused on
threetypesofintangible assets: external structure
assets, internal structure assets, and employee
competence assets (Sveiby, 1997).

The Swedish firm Celemi uses this intangible
assets measuring tool. In its Invisible Balance,
Celemi classifies its assets in three main catego-
ries: “our clients” (external structure assets), “our
organization” (internal structure assets), and “our
people” (employee competence assets). Celemi
has also developed different tools that assess and
better understand its intangible assets. Tango is
one example of this. This simulation tool identifies
key intangible assets, and measures and manages
them in coordination with a firm’s tangible assets.
Intangible assets are studied at three different
levels: (1) growth and renewal, (2) efficiency, and
(3) stability of a firm’s parameters.

Balanced Scorecard
It is one of the first tools that aim to create an

integral vision of measurement systems for
management, including not only financial ele-
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ments but those non-financial elements (market,
internal processes, and learning) that influence
organizational performance.

The Balanced Scorecard (BSC) complements
the information provided by traditional tools with
three additional views: clients, internal and busi-
ness processes, and learning and growth. They
allow controlling the building of capacities and
the acquisition of intangible assets needed for
future growth. The BSC model proposes that an
organization must meet the requirements of three
groups of people if it wants to achieve success:
investors, customers, and employees (Kaplan &
Norton, 1992, 1993, 1996).

THE DYNAMICS OF KNOWLEDGE
FLOWS IN MULTINATIONAL
COMPANIES

Introduction

Multinational corporations have different reasons
for global expansion, largely aiming to increase
competitive advantage by realizing economies
of scale or economies of scope (Harzing & van
Ruysseveldt, 2004).

There are stages in the internationalization
process and choices in the strategies and related
structuresadopted by multinational corporations.
The range of MNC subsidiary strategies are
(Bartlett & Ghoshal, 1989; Perlmutter, 1969):

. Ethnocentric, Global Strategy: The control
is centralized. Subsidiaries resemble the
parent company.

. Polycentric, Multi-Domestic Strategy:
Control is decentralized. Subsidiaries con-
form to local practices.

. Geocentric, Transnational Strategy: Sub-
sidiaries and headquarters alike adhere to
worldwide standards.
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Internal Knowledge Flows in MNCs

Knowledge management in any organization is a
complex task. The complexity of this activity in-
creasessubstantially inthe case of amultinational.
With respect to the management of knowledge
flows within MNCs, we are able to differentiate
four dimensions of analysis:

1. Internal knowledge flows within the parent
company of the MNC.

2. Internal knowledge flows within the sub-
sidiaries of the MNC.

3. External knowledge flows between parent
company-subsidiaries and vice versa.

4.  External knowledge flows between subsid-
iaries.

Managing internal knowledge flows is always
easier—obviously within the complexity inher-
ent to the knowledge transfer process—than
managing the flows of knowledge between two
organizational units (be they parent company-
subsidiary or subsidiary-subsidiary).

Basically speaking, the factorsthat determine the
complexity of the knowledge transfer process are:

1. The tacit character of the knowledge to be
transferred: The greater the tacitcomponent,
the more difficultitis for the multinational to
carry outthistransfer successfully (Nonaka
& Takeuchi, 1995; Szulanski, 2003).

2. Causal ambiguity: Notknowingtherelation-
ships involved in the body of knowledge in
question, the relationships between units
of knowledge, make transferring it difficult
(Dierickx & Cool, 1989; Lippman & Rumelt,
1982).

3. A “knowledge hoarding” culture: If the
MNC, by way of its organizational policies
and style of leadership, has fostered the
development of an organizational culture
that rewards the hoarding of knowledge as
a source of power, the difficulties involved
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in the knowledge transfer process will be
greater.

4.  Cultural distance: Here a differentiation
must be made between organizational
cultural distance and the cultural distance
of the country where the MNC is located.
Thegreater the cultural differences between
the country of the parent company and the
country where the subsidiary is based, for
example, the more obstacles there will be to
hinder the transfer of knowledge (Hofstede,
1991).

5. The capacity of absorption: This is also
going to be a determining factor when it
comes to receiving or transferring flows of
knowledge. If both the parent company and
subsidiary company have a good capacity
for learning and experience inreceivingand
sending knowledge flows, this willundoubt-
edly make transferring knowledge between
units easier (Reed & DeFillippi, 1990).

Organizational knowledge transfer is a com-
plex process that faces many obstacles. The tacit
nature of knowledge and the diversity of national
and organizational cultures are good examples.

There is a correlation between the degree
of knowledge transferability and the type of
organizational knowledge (Ordéfiez de Pablos,
2004a, 2006). Nonaka and Takeuchi (1995)
differentiate two knowledge dimensions: epis-
temological level and ontological level. The first
level proposes the existence of explicit and tacit
knowledge. Explicit knowledge is knowledge
articulated and codified in handbooks, computer
programs, databases, and training tools, among
other elements. Therefore this type of knowledge
istransmissible. However some knowledge-based
resources, such as skills—competences, know-
how, and experience, for example—cannot be
completely codified knowledge, while other
resources can be fully codified through standard
procedures, computer algorithms, predicting
models and theories, formulae, or programs, for

example. Tacit knowledge is personal, context
specific, and difficult to regularize. It includes
cognitive elements—that is, “mental patterns”
(diagrams, paradigms, prospects, beliefs, points
of view, etc.)—that help individuals to perceive
and define their environment. The second level
of analysis highlights the existence of knowledge
at individual, group, organizational, and interor-
ganizational levels respectively.

Combining these dimensions, we can say that
organizations are considered to be depositary of
several types of knowledge (explicit and tacit)
existing on different levels (individual, group,
organizational, and interorganizational). Lit-
erature and empirical evidence emphasizes the
“stickiness” of tacit knowledge: the transfer of
knowledge has more difficulties if the knowledge
exhibits a high degree of tacitness.

MEASURING AND REPORTING
KNOWLEDGE-BASED RESOURCES
IN MULTINATIONALS

Brief Historical Review of Intellectual
Capital Reporting

MNCs must quantify their available stocks of
knowledge. These stocks include the organiza-
tional resources based on the knowledge of the
parentcompany and the subsidiaries. Atany given
momentwithin each one of these units, there exists
a knowledge stock level that, with the passing of
time, will subsequently move on to another level
as a result of the knowledge flows that exist not
only within each organizational unit, but also
between them.

Midway through the *90s, anumber of innova-
tive companies began, on their own initiative, to
publish intellectual capital statements. These are
anew type of corporate report that seeks to reflect
the company’s knowledge map or inventory.

Current accounting standards allow a very
small number of intangible resources to be posted
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ifand when these comply with certain conditions,
forexample, goodwill and patents. However, what
happens to the knowledge of the employees? Is it
anorganizational resource? Does itappear posted
in the company’s financial statements?

The intangible resources that do not appear
reflected inthe company’s accounting process are
not merely limited to the knowledge of the em-
ployees. Other knowledge-based resources exist,
such as the value of the relationships developed
with customers, suppliers, shareholders, competi-
tors, and other agents. Neither must we forget the
knowledge that goes into certain organizational
policies, structures, culture, and routines.

These intangible resources do not figure into
the financial statements. But does that mean that
companiesshould forgetto manage them? Isitthat
they, unlike tangible assets, are unimportant?

Withoutdoubt, knowledge-based resourcesare
akey factorinachievingandsustaining long-term
competitive advantage. In order to be able to man-
age them appropriately, firstly it is necessary to
have a clear vision of the stocks of knowledge that
exist within the organization, in this case, within
the MNC. To achieve this objective, it is vital to
measure and quantify these resources.

The Intellectual Capital Statement

Theresultof the measurement of knowledge-based
resources is a key element for building the intel-
lectual capital report of the company. What is an
intellectual capital statement or report? Accord-
ing to the Danish Agency for Trade and Industry
(2003), the intellectual capital report is:

...an externally published document, which com-
municates the company’sknowledge management
goals, efforts and results. [It] forms an integral
part of working with knowledge management
withinacompany. Its statements on the company’s
efforts to obtain, develop, share and anchor the
knowledge resources required to ensure future
results. The intellectual capital can contribute
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to creating value for the company by improving
the basis for growth, flexibility and innovation.
Its merits lie in expressing the company’s strat-
egy for what it must excel at in order to deliver
satisfactory products or service. (p. 13)

An Austrian nanotechnology firm called
Nanonet (2003) states that the aim of the intel-
lectual capital report is “to provide a transparent,
verifiable overview of the effects of the research
funds invested in nanotechnology...it provides a
modern communication and control instrument
forknowledge-intensive issues” (pp. 2-3). Having
aknowledge map of the organizational knowledge
is a key issue for MNCs.

Where MNCs are concerned, quantifying
knowledge-based resources (intellectual capital)
is more complex, in so much as it entails measur-
ing the existing knowledge stock levels not only
within the parent company, but also those in the
possession of the subsidiaries.

What indicators can be used to quantify the
knowledge that exists in an MNC? Two analysis
dimensions need to be considered when studying
these indicators:

1. The level of knowledge (at the individual,
group, and organizational level); and

2. The location of the knowledge (within the
parent company or within the subsidiary).

The intellectual capital statement will include
atable with two entries. The vertical plane shows
the different knowledge stock levels (individual,
group, and organizational). In the horizontal
plane we shall show the knowledge stocks that
exist within the parent company and within the
subsidiary, both for the current financial year
and for the previous one, thereby providing a
comparison of magnitudes.

The type of indicators for MNCs depends on
the type of sector in which the company operates.
Following recentempirical research onintellectual
capital reports published by world leading pioneer
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firms (Ordoénez de Pablos, 2004b; Ordonez de
Pablos & Edvinsson, 2006), we can propose the
indicators listed in Table 1.

Choosing intellectual capital indicators is a
complex task. As neither official indicators nor an
official intellectual capital guideline exist, com-
panies use those indicators that they deem most
opportune to quantify their intellectual capital.

Given the fact that no official directive exists,
the MNC is free to decide which specific indicator
to use. To do so, it will take into account, among
other factors, the sector in which it operates, its
activity, the size of the company, and the number
of subsidiaries.

Ifwe follow the recommendations for the draw-
ing up of the Intellectual Capital Statement laid
down by the 3R Model—developed by Patricia
Orddiiez de Pablos at the University of Oviedo,
Spain—the MNC should also present the intel-
lectual capital flows account and the intellectual
capital memo report (Ordofiez de Pablos, 2004b,
2005a, 2005b).

The intellectual capital flows account will
reflect both the increases and the reductions of
intellectual capital that occurred during the finan-
cial year, with the difference between these being
the result. This information will be compiled for
eachindicator, indicator category, and intellectual
capital componentaswell asatanaggregated level
(intellectual capital). Likewise, the objectives for
each of the indicators, indicator categories, and
intellectual capital components will be specified
(Ordofiez de Pablos, 2004b).

The intellectual capital memo shall have to
complement and explain the information con-
tained in the intellectual capital statement and
in the intellectual capital flows account. In line
with traditional accounting plans, the report will
include information regarding the company’s ac-
tivity or activities, the standards used to evaluate
intellectual capital, as well as events occurring
after the closure of the accounts that do not affect
these, but knowledge of which will be useful to
the users of the intellectual capital accounts.

What advantage does quantifying and report-
ing on its knowledge-based resources bring to
an MNC?

1.  Evaluationofthetype of existing stocks (stra-
tegic knowledge, basic knowledge, residual
knowledge, idiosyncratic knowledge).

2. Improved management of these resources,
given the fact that they have been quanti-
fied and we know where they are located
throughout the different organizational
units.

3. Knowing the results of the different orga-
nizational policies. For example, the influ-
ence human resources policies have on the
creation of human capital.

Intellectual Capital and Accounting
Policies

Intellectual capital does not appear in the tradi-
tional financial report. The explanation is the fol-
lowing. An asset—under International Account-
ing Standard Committee (1ASC) literature—is a
resource controlled by an enterprise as a result
of past events and from which future economic
benefits are expected to flow to the enterprise.
According to International Accounting Standard
(1AS) 38, the list of items that will not make it
onto the balance sheet include expenditure on the
following items: (a) research, starting-up a busi-
ness, training, and advertising; and (b) generating
internally customer lists, brand names, mastheads,
customer loyalty, customer relationships, human
capital, structural capital, and publishing titles.
These items will not meet the definition of an
intangible asset and the recognition criteria.
Expenditures on these items will therefore be
expended when incurred.

Asthere are no generally accepted accounting
policies for the presentation of the intellectual
capital accounts, this is a field currently under
development where everything is left to be done
in following years.

201



The Building of Intellectual Capital Statements in Multinationals

Table 1. Intellectual capital report (Sources: Ordoriez de Pablos, 2004b; Ordoriez de Pablos & Edvins-
son, 2006)

UNIT PARENT COMPANY SUBSIDIARY,
Year Year Year Year

HUMAN CAPITAL

Indicators

. Number of employees

. Number of graduate employees

. Number of employees holding a doctorate

. Total investment in training

. Hours of training per employee per year

. Numberof employees who permanently work
abroad

. Number of new employees

. Number of waivers/relinquishments

. Number of competence development plans

. Number of career development plans

. Average length of service

. Number of permanent contracts

. Number of employees who have received
awards/prizes

. Employee job satisfaction index/ratio

RELATIONAL CAPITAL

Indicators

. Domestic/international market share

. Number of strategic customers

. Amount invoiced to the five most important
customers

. Length of the existing customer relation-
ships

. % of customers who would recommend the
company

. New strategic customers gained during the
financial year

. Investments in relational marketing

. Number of relationships with business schools
and/or universities

. Number of suggestions made by customers

. Number of offices equipped with customer
satisfaction quantifying systems

. Number of management conferences at-
tended

. Number of employees speaking/presenting
at scientific conferences

. Sponsorship agreements

. Professional networks

. Employees on advisory boards (corporate,
political, scientific)

. Number of countries in which the company
operates

. Average number of employees per office

. Number of commercial alliances

STRUCTURAL CAPITAL

Continued next page
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Indicators

. Investment in office equipment
. Investment in IT equipment

. IT expenditure per employee

Number of visits paid to the organization’s
Web site on a daily basis

. Number of visits paid to the organization’s
Web site on a monthly basis

. Number of employees with a teleworking
option

. Number of best working practices “posted”
on the organization’s intranet

. Number of employees with intranet access
out of total number of employees

. Number of documents shared/distributed via
the intranet

. Number of employees with Internet access
out of total number of employees

. Number of shared-knowledge databases

Number of participants in best working
practice processes

Number of knowledge management projects
Number of products/services

Number of new products/services
Salesvolume linked to new products/services
introduced over last year

Total innovation

. Accreditations and certifications (environ-
mental and quality)

Number of ISO-9000 certifications

Number of quality committees

Number of improvement groups

Number of employees who participate in
round tables

Environmental investment

. Number of occupational audits of the
company’s installations
. Investment in cultural support projects and

solidarity projects

Additionally, as there are no standards and/or

general accounting policies for the intellectual
capital accounts, the reliability of intellectual
capital accounts depends on quality data and
accumulation methods.

CHALLENGES FOR REPORTING
KNOWLEDGE-BASED RESOURCES
IN MNCs

Animportantchallenge is that of the development
of official directives—either by the corresponding
accounting bodies or by other institutions—that

will enable the intellectual capital reporting
models drawn up by the companies to be stan-
dardized, thereby making it easier to compare
and audit them.

The MNCs that still do not quantify their
knowledge-based resources must become aware
of the importance of these strategic actions
and observe the experience and results of those
pioneering companies that have been preparing
intellectual capital statements for years.

In short, the drawing up of an intellectual
capital statement will enable the MNCs to pos-
sess a map of their knowledge-based resources
that will in turn serve as a route map for making
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the strategic decisions that will enable them to
survive successfully in competitive, complex, and
dynamic environments.

CONCLUSION AND IMPLICATIONS
FOR MANAGEMENT

Managers know that managing and measuring
knowledge-based resources are key strategic
processes for achieving a long-term competitive
advantage. These tasks are even more complex in
an international context with multiple intra- and
interorganizational knowledge flows. The first
step towards the management of knowledge-based
resources must be the measurement of these re-
sources as well as the building of the intellectual
capital statement.

Measuring knowledge stocks in multinational
companies is not easy. On the one hand, there are
knowledge stocks—as well as flows—within the
headquarters of the MNC. On the other, there are
knowledge flows and stocks within each subsidiary
ofthe MNC. Additionally there are knowledge flows
among the headquarters and the subsidiaries, and
among the companies’ own subsidiaries.

However, the path to building intellectual capital
statements is not easy. Is there an official model
for intellectual capital statements? The answer is
“No...at least not yet.” Then how can MNCs build
this report? Should they learn from pioneer firms?
Definitely yes!
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Chapter XV
Knowledge Management in
Research Joint Ventures
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ABSTRACT

As innovation and technology management grow in complexity, the need for interorganizational coop-
eration increases. Part of this cooperation requires the understanding of how knowledge management
and learning processes may function to support a successful research and development collaboration
in multinational enterprises. To further this understanding we introduce a typology to help categorize
various collaborative efforts within a research joint venture environment. The typology is based on two
dimensions: the locus of the research joint venture knowledge and the knowledge management approach.
This matrix leads us to deduce that different research joint venture (RJV) strategies can emerge as a
result of these two dimensions. Finally, an evaluation of this relationship is completed using information
and practices from data acquired from a broad-based study of European-based RJVs. Implications for
research and management of these types of projects are also introduced throughout the chapter.

INTRODUCTION

New knowledge (especially technological knowl-
edge) is viewed as the foundation for innovation,
change, and sustainable competitive advantage.
Today, there is no doubt that knowledge is one
of the most strategic weapons that can lead to
achieving competitive success (Grant, 1996).
The primary role of research and development
(R&D) within organizations is to create new
knowledge or recombine existing knowledge in
order to innovate and match with the changing
market conditions. Roussel, Saad, and Erickson

(1995) suggestthatthe only real product of R&D is
knowledge. Thus, the R&D process is knowledge
intensive: it not only uses existing knowledge
but also creates new knowledge, which provides
competitive advantage to the firm.

Historically, firms organized R&D internally
and relied on outside contract research only for
relatively simple functions or products (Mowery,
1983; Nelson, 1990). From this point of view, firms
adhered to the following philosophy: Successful
innovation requires control. Chesbrough (2003)
expresses this idea stating that companies must
generate their own ideas that they then develop,

Copyright © 2008, IGI Global, distributing in print or electronic forms without written permission of IGI Global is prohibited.



manufacture, market, distribute, and service
themselves. Today, in many industries, global
competition, product and process complexity,
along with technological advances has made ob-
solete this idea of an internally oriented approach
to R&D, forcing firms to rethink methods for new
knowledge acquisition.

During the last few years, useful knowledge
beyond the organizational boundary has become
widespread, thus companies should not restrict
their knowledge attainment only to what was
developed in their internal research. For R&D to
succeed, knowledge should be collected from all
critical sources. This situation has made compa-
nies explore innovative ways that embrace and
integrate external knowledge in conjunction with
internal R&D. Thus, in recent decades there has
beenunprecedented growth inresearch joint ven-
tures (RJVs)inorderto expand firms’ knowledge.
Beyond competitive reasons, other explanations
to this growth include greater government sup-
portand industrial policy, and relaxed regulatory
policies. RJVs are seen as mechanisms enabling
firms to learn and enter new technological areas,
and to deal more effectively with technological
and market uncertainty.

In multinational enterprises (MNES), the suc-
cess of this strategy depends on the proper transfer
of knowledge developed by the RJV. Knowledge
transfer concerns have impelled MNEsto provide
local subsidiaries with knowledge flows from the
RJV, strengthening local competences. MNEs by
their nature are network firms. That means that
they must be able to leverage their networks to
effectively manage dispersed knowledge assets
(Mudambi, 2002).

In order to interact effectively with the ex-
ternal environment and integrate the knowledge
developed by the RJV, MNEs need to manage
knowledge and its related processes. Because
knowledge isacritical output of learning, success-
fully managing the learning process inherently
involvesthe effective management of knowledge.
Managing knowledge requires the introduction
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of criteria to decide which knowledge factor is
most critical for the organization, and to govern
these factors and conditions to guide the activi-
ties of knowledge acquisition (DiBella & Nevis,
1996). Thus, knowledge management and the
knowledge-based view of the firm have become
a central theme in innovation and R&D. Some
scholars believe that competition is becoming
more knowledge based and that the sources of
competitive advantage are shifting to intellectual
capabilities, away from physical assets (Subrama-
nian & Venkatraman, 1999).

Given that knowledge management is recog-
nized as a critical and central practice in R&D,
managers and researchers have lacked manage-
ment models that could be used as guides in this
environment. With an absence of good concep-
tual models, understanding the effectiveness of
knowledge management practices in RJVsisstill
a difficult task.

In light of this situation, MNESs increasingly
demand frameworks to manage the knowledge
developed by the RJV. In this chapter, a contin-
gency theory is used to define typology of RJVs
and examine the proposition that the characteris-
tics of a RJV’s knowledge base, integrated in the
concept of the locus of the RJV, has an important
influence on its knowledge management choice.
Traditionally, contingency theory has focused
on such contingency variables as environmental
uncertainty, firm size, and firm technology. This
chapter’s approach, built on recent advances in
knowledge management, establishes thatthe locus
of the RJV, which refers to the stage of technical
development at which the RJV operates, can be
considered a useful contingency variable in its
own right.

In order to reach this goal, different conceptu-
alizations of knowledge management are evalu-
ated. Essentially, the published research has these
conceptualizations summarized according to two
different perspectives (Daft & Huber, 1987; Mirvis,
1996; Garavan, 1997; Gnyawalli & Stewart, 1999;
Hansen, Nohria, & Tierney 1999; Prieto, 2003):
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the structural perspective and the behavioral
perspective. Other studies have examined the key
knowledge characteristics and pointed out their
influence on the management of the firm’s activi-
ties related to acquisition of knowledge (Grantt,
1996). Organizational learning has identified dif-
ferent types of knowledge for the locus of an RJV.
The analysis of the above concepts suggests that
knowledge management should be consistent with
the particular locus of the RJV.

Thus, the core purpose and contribution of
this chapter is: (1) to develop a taxonomy of RJVs
based ontwo knowledge managementdimensions,
the locus of the RJV research and the knowledge
management approach; and (2) to determine if
differencesin knowledge managementare depen-
dent on the locus of the RJV. In order to do this,
initially, an overview of RJV knowledge creating
andtransfer processesin MNEs is presented. This
backgroundisviewed as fundamentally important
to the dimensional discussions. Afterward, RJVs
are classified based on two knowledge manage-
ment dimensions. Each of these dimensions and
theirtheoretical constructsare described and later
integrated in this typology. Finally, an evaluation
of thisrelationship is completed using information
and practices from data acquired from a broad-
based study of European-based RJVs.

RESEARCH JOINT VENTURES,
LEARNING, AND KNOWLEDGE
MANAGEMENT IN MNES

The prime motivations for creating an RJV is
to access knowledge, which is not yet widely
distributed or exploited (Zack, 1999), providing
learning opportunities and the potential for value
creation. Thus,an RJV isdefined asa collaborative
agreement in which two or more partner organi-
zations (firms and/or public research organiza-
tions) decide to coordinate their R&D activities
through a cooperative project and to share the

knowledge generated fromthisjointeffort. Inideal
situations, partners bring their own knowledge,
learned throughout their histories in the form of
technology, people, or processes, to the newly
created project in the hope that this combination
of knowledge will produce benefits for all those
concerned. This definition of RJV is similar to
that recently used by the Council on Competitive-
ness (1996) where “partnerships are defined as
cooperative arrangements engaging companies,
universities, and government agencies and labo-
ratories invarious combinationsto pool resources
in pursuit of a shared R&D objective.”

By bringing together firms with different
knowledge bases, an RJV creates unique learn-
ing opportunities for the partners (Inkpen, 1998).
Learning for partners requires connecting people
sothey canthink together, creating environments
in which complex knowledge can be interpreted
and leveraged (McDermott, 1999). This learning
will happen only when R&D managers, scientists,
andengineers feel comfortable sharing knowledge
with their counterparts in other organizations.
In the presence of organizational and national
boundaries across which knowledge flows, this
can be particularly challenging (Berdrow & Lane,
2003). Differencesinlanguage, norms, and mental
models often inhibit personal interactions—int
eractions that are critical to creating a learning
environmentfor RJVs. Unlessthe RJV makes de-
liberate efforts, knowledge generated by a partner
remains with the partner. For RJVs to innovate
rapidly, it is imperative to make deliberate efforts
to manage R&D knowledge. In this respect, an
understanding of the acquisition of knowledge
for RJVs could benefit RJV managers.

The literature on knowledge managementdis-
tinguishes two core processes in the acquisition
of knowledge for RJVs: (1) the creation of new
knowledge through interaction among organiza-
tions and (2) the transfer of the existing knowl-
edge from one organization to another (Larsson,
Bengtsson, Henriksson, & Sparks 1998).
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The Knowledge Creating Process

The essence of RJVs is the creation of knowledge
throughout a creative problem-solving process
aimed to enhance the potential of creating inno-
vations as part of an adaptive process to be able
to respond to environmental demands. In ideal
situations, members of an RJV have aspecialized
knowledge that frames their attention when they
approach a problem. By recognizing and defin-
ing problems, and applying knowledge to solve
problems, they create new knowledge, both tacit
and explicit (Nonaka, Toyama, & Nagata, 2000).
Then, by problem solving, an RJV refines the
understanding of its environment, increases its
absorptive capability, and improves its ability to
react appropriately to future stimulus.

The creation of knowledge by an RJV is not
just an agglomeration of devices to gain access
to an individual firms’ knowledge. It should be
more than a collection of individual experiences.
Senge (1990) considers that for learning to take
placeatagroup level, analignment of the different
individual learning processes is necessary inorder
to avoid wasted energy. From an organizational
learning perspective, it requires a high degree
of mutual involvement in problem recognition
and problem-solving processes. In the first step,
partners must scan, notice, and construct mean-
ing about environmental changes. The recogni-
tion of the existence of a problem occurs when
some stimuli indicate the need for new actions.
These stimuli then lead to the second step, when
partners jointly experience new work processes,
tasks, technological characteristics, and so forth
to solve a problem.

RJV obligates partners to spend considerable
time together, discuss and reflect upon their expe-
riences, observe how their colleagues solve tasks
and interact with technologies, explain, and give
sense to their own actions. RJV members must
establish relationships via language and thought
in order to coordinate their learning processes.
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Dialogue (Isaacs, 1993) has been identified
as a key aspect of this integrating process. Each
partner exhibits a perception or personal image
of the world, and these perceptions will affect the
other firms when they are shared during interac-
tion. Individual knowledge needs to be disclosed,
shared, and legitimized until it becomes part of
group knowledge. RJV knowledge is the result
of the construction and interaction of numerous
individual firm perspectives during problem rec-
ognition and problem-solving processes.

The creation of knowledge by RJVs is espe-
cially stimulating in the presence of MNEs. The
diversity of national and organizational cultures let
RJVs have available a broad set of knowledge, ex-
perience, and background, and increase its ability
toscantheenvironmental, recognize the existence
of a problem, and solve the problem. Although
the presence of such diversity could be positively
related to RJV performance, the diversity canalso
lead to problems in the R&D process by adding
situationsthatincrease potential disagreementand
conflict. The presence of MNEs stimulates the
need to fit new information into RJV members’
existing knowledge and presents an opportunity
to change their existing theories.

The Knowledge Transfer Process

The knowledge creating process that happens
in the RJV does not guarantee that individual
partners benefit from such knowledge on a larger
scale. At this point, the problem an organization
facesistransferring RJV knowledge to individual
organizations. For this transfer to take place, it is
essential that RJV knowledge is introduced and
materialized in the operational systems of the
organization, improving its activities.

Although a RJV is a means through which
firms learn, the created knowledge needs to be
communicated and integrated into its organiza-
tional routines in order to influence organizational
effectiveness. An individual organization learns
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by changing itsactual routines (Argyris & Schon,
1978). The intangible nature of knowledge assets
prevents knowledge from being completely dif-
fused and subsequently used in the organization,
unless “mental models” are simultaneously trans-
ferred. Changes in organizational routines and
decision rules will not likely take place if mental
models are not shared by members (Kim, 1993).
Thus, the extent to which these mental models
are shared determine their understanding of the
problem, fostering its diffusion and facilitating
its materialization.

Even in the age of global information and
communication systems, the effective knowl-
edge transfer across geographically and cultural
boundaries is not a trivial matter. Large MNE
firms need to establish efficient internal mecha-
nisms for providing their local subsidiaries with
the RJV knowledge (Gerybadze & Reger, 1999).
Regardless of these internal mechanisms, the
receiver (the local subsidiary) must identify the
RJV knowledge as potentially important, and then
absorb and exploit it in order to be in position to
react as quickly as possible to dynamic changes
in relative location advantages.

Cohen and Levinthal (1990) and Lane, Salk,
and Lyles (2001) express this idea in terms of
“absorptive capacity,” which expresses the firm’s
ability toassimilate new knowledge and make use
ofthe benefits of joint research. Absorptive capac-
ity contributes to innovation because it tends to
develop cumulatively and builds on prior related
knowledge. Given the intense cumulative nature
of scientific knowledge, the local subsidiary’s
knowledge prior to an RJV influences the effec-
tive acquisitionand utilization of new knowledge.
AsPowell, Koput, and Smit-Doerr (1996) argued,
knowledge facilitates the use of other knowledge.
What canbe learned is affected by what isalready
known. Organizations that possess relevant prior
knowledge are likely to have a better understand-
ing of the new knowledge, and can generate new
ideas and develop new products. Organizations
with a high level of absorptive capacity are likely

to harness new knowledge from an RJV to help
their innovative activities. Without such capac-
ity, MNEs cannot learn or transfer knowledge
from the RJV.

RESEARCH JOINT VENTURES:
TAXONOMIC FOUNDATIONS

In this section, some background on the two
dimensions that will be used in the typology is
introduced. The first dimension will be the locus
of the RJV knowledge, and the second will focus
on the method that knowledge and learning is
integrated into an RJV and its membership. This
second dimension is defined as the knowledge
management approach.

The Locus of the RJV

As previously stated, RJVs cannot be conceptu-
alized as mere exchange relationships involving
the transfer of products or services. An RJV
differs from others kinds of collaboration in that
the primary motivation for joining an RJV is to
gain new knowledge which can be processed and
transformed into a competitive asset. Underlying
the RJV is the attempt to increase the knowledge
base of the organization through a cooperative
R&D project.

Among the most widespread elements that
influence the RJV’s knowledge management
are the characteristics of the knowledge to be
developed by the R&D process (Winter, 1987).
This chapter does not concentrate in separate
knowledge characteristics, but as an integrated
concept within the general characteristic of locus
of the RIV.

Thus, to investigate RJV knowledge man-
agement, initially it is defined as the “locus of
the RJV” which refers to the stage of technical
development at which the RJV operates. The
main stages of technical development are: (1)
basic research, which searches for new concepts
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or scientific principles, although they may not
present any direct application; and (2) applied
research, which utilizes acquired knowledge
from basic research, showing its potential practi-
cal contributions to solve known problems. This
characterization of basic and applied research is
arguably more conceptual than practical, given
the considerable gray area between these two
extremes of the R&D continuum.

Interms of knowledge, these two stagesinvolve
different levels of “radicalness” of its learning
process.! While applied research focuses on
knowledge development from an existing body
of knowledge, basic research seeks to construct
and acquire new knowledge, adding to the body
of knowledge. Viewed broadly, technological
change occurs in two extreme forms. In the first
situation, the developing knowledge comes from
the existing knowledge. In the second situation
new knowledge is created with loose connections
to existing knowledge.

Basic research introduces new knowledge and
competences within the RJV. New knowledge al-
lows the variations needed to provide a sufficient
amountof choicesto solve problems (March, 1991),
improvesthe possibilities of engendering new ideas
or create new knowledge combinations, and allows
obsolete knowledge substitution. Applied research
includesthe application of pastexperience and com-
petenceswithinthe RJV. Using the same knowledge
elements reduces the likelihood of errors and false
starts, and facilitates the development of routines
(Levinthal & March, 1993). It creates a familiarity
that allows decomposition of sequenced activities
in an efficient order where unnecessary steps can
beeliminated (Eisenhardt & Tabrizi, 1995) and can
lead toadeeperunderstanding of concepts, booting
the RJV’s ability to identify valuable knowledge
within them, develop connections between them,
and combine them in many differentand significant
ways (Katila & Ahuja, 2002).

The locus of the RJV can be seen as an impor-
tant categorization of knowledge assets. Organiza-
tional learning has suggested differentdimensions
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of knowledge to understand the locus of the RJV.
Yet, there has been little consistency in classify-
ing knowledge.? The focus is on categorizing the
intrinsic nature of knowledge associated with
RJVs related to the ease of knowledge creation
and transfer. The following three dimensions
are chosen: tacit-explicit, generic-specific, and
autonomous-systemic. These dimensions should
not be viewed as dichotomous (i.e., one must fall
into one group or another within a given dimen-
sion), but rather as a spectrum with two extreme
knowledge types at either end.

The Tacit-Explicit Dimension

Polanyi (1967) distinguishes between tacit and
explicit knowledge. This categorization can be
thought of as the difference between experiential
and articulated knowledge (Simonin, 1999). Ex-
plicitknowledge consists of knowledge that can be
expressed in symbols and can be communicated
through these symbols to other people. Tacit
knowledge is difficult to express and communi-
cate to other people because it cannot be codified
and articulated. Therefore, tacit knowledge is
difficult to pass to others outside the community-
of-practice because they will not understand the
terminology and basic principles associated with
it. In fact, explicit knowledge is revealed by its
communication while tacitknowledge isrevealed
through its application (Spencer & Grant, 1996).
Tacit knowledge, accumulated through experi-
ence, is often referred to as “learning by doing.”
According to this categorization, it is expected
that the more scientific, and basic, the RIV R&D
project, the more explicit the knowledge.

The Generic-Specific Dimension

This concept is related to what other authors have
referred as universal vs. localized knowledge
(Bonaccorsi & Piccaluga, 