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Abstract ii

Developing an Inter-organisational Knowledge Transfer
Framework for SMEs

Shizhong Chen

Abstract

This thesis aims to develop an inter-organisational knowledge transfer (KT) framework for
SMEs, to help them have better understanding of the process of the KT between a SME and
its customer (or supplier). The motivation is that knowledge management issues in SMEs is
very neglected, which is not in line with the importance of SMEs in the UK national
economy; moreover, compared to KT within an organisation, between organisations is more
complicated, harder to understand, and has received much less attention.

Firstly, external knowledge is generally believed to be of prime importance for SMEs.
However, there is little empirical evidence to confirm this hypothesis. In order to
empirically evaluate the hypothesis, and also specifically to identify SMEs’ needs for
external knowledge, a mail questionnaire survey is carried out. Then, based on the key
findings of the survey, some SME managers are interviewed. The conclusions triangulated
from both the key findings and the interview results strongly support the hypothesis, and
demonstrate that SMEs have very strong needs for inter-organisational KT, and thus provide
very strong empirical underpinning for the necessity of the development of the framework.

Secondly, drawing support from a process view, a four-stage process model was proposed
for inter-organisational KT. Then a co-ordinating mechanism underpinned by social
networks and organisational learning is developed. The process model, co-ordinating
mechanism together with cultural difference between organisations constitute an initial
framework. Through interviews with SME managers, the initial framework is revised a final
framework. The framework validation exercise shows that the final framework could help
SME:s have better understanding of the KT.

In order to remind and help SMEs to address the ‘boundary paradox’ embedded in inter-
organisational KT, and further reflect its complexities and difficulties, the important factors
related to each stage of the framework are identified from a strategic perspective, with the
help of the co-ordinating mechanism and relevant literature. The factors are also verified by
interviews in SMEs. As a result, the initial factors are revised by removing the factors that
are perceived as unimportant. The interview results demonstrate that the important factors,
as a checklist, can remind and help SMEs to address the ‘paradox’, and are thus very useful
for them.
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1.1 Overview

The subject of this thesis is to consider how an inter-organisational knowledge
transfer (KT) framework for SMEs might be developed, so that it can be used to
improve SMEs’ understanding of the process of KT between a SME and its
customer (or supplier). Why is this so important to be studied? This overview aims
to answer the question by discussing three related aspects. Firstly, the history and
current research of the knowledge management (KM) discipline, as well as SMEs’
features, will be reviewed to highlight the necessity of an empirical investigation on
SMESs’ perceptions of the importance of, and their needs for, external knowledge.
Secondly, if SMEs’ perceptions on the importance of, and their needs for, external
knowledge are identified by the investigation, obviously, SMEs will involve specific
inter-organisational KT process to acquire their needed external knowledge. It is
natural to consider whether the KT process is simple and easy to understand by
SMEs. If not, could a framework be developed to help SMEs have better
understanding of their transfer processes so that their KT performance could be
improved? Thirdly and finally, if the framework is developed, what important

factors should be presented within it?

1.1.1 The Necessity of an Empirical Investigation on SMEs’ KT
Needs

The Origin and Definition of KM

In the mid-1980s, international competition was changing to increasingly emphasise
product and service quality, responsiveness, diversity and customisation (Wiig,
1997). Organisations were beginning to recognise that technology-based competitive
advantages were transient and that the only sustainable competitive advantages they
had were their employees (Black and Synan, 1997). To remain at the forefront and
maintain a competitive edge, organisations must have a good capacity to retain,

develop, organise, and utilise their employee competencies (Martensson, 2000).
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Some large organisations, such as US-based Chaparral Steel, had been pursuing a
knowledge focus for some years, but during this period, it started to become a more

wide-spread business concern (Wiig, 1997; Carrillo, 2004).

Meanwhile, the academic community also began to pay more attention to the
increasingly important role of knowledge in the emerging competitive environment.
In 1986, the concept of ‘Management of Knowledge: Perspectives of a New
Opportunity’ was introduced in a keynote address at a European management
conference (Wiig, 1997). Scholars and observers from disciplines as disparate as
sociology, economics, and management science agree that a transformation has
occurred — ‘knowledge’ is at centre stage (Davenport et al., 1998). Drucker (1993,
p.42) argues that “knowledge is the only meaningful resource today. The traditional
factors of production ... have become secondary. They can be obtained ... easily,
provided there is knowledge”. In other words, none of these factors of production
can be utilised in any sensible way without the application of knowledge. Thus, it is
knowledge that is key to success. To be competitive and successful, experience
shows that enterprises must create and sustain a balanced intellectual capital
portfolio. They need to set broad priorities and integrate the goals of managing
intellectual capital with the corresponding effective knowledge processes. This

requires systematic KM (Wiig, 1997).

Although “... there’s no universal definition of KM, just as there’s no agreement as
to what constitutes knowledge in the first place” (Santosus and Surmacz, 2005, p.1;
Ives et al., 1997), this thesis would like to present the definition of KM suggested by
the American Productivity and Quality Centre (APQC) as follows:

. the strategies and processes of identifying, capturing and leveraging
knowledge to enhance competitiveness (McCampbell et al.,1999, p.172).

This definition shows that the processes play a crucial role in KM. At least seven

KM lifecycle models (Alavi and Leidner, 2001; Nissen et al., 2000; Beijerse, 2000;
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Despres and Chauvel, 1999; Nissen, 1999; Davenport and Prusak, 1998; Gartner
Group, 1998), composed of various processes, are proposed. Although the models
are different from each other, the transfer process is commonly contained in each of

them. Therefore, KT is an essential part of KM.

SMEs and KM

The working definition of SMEs that this research uses will be the EU definition,
1.e., enterprises that employ more than 9 and less than 250 employees (OJEC, 2001).
SME:s can be further divided into two sorts: small enterprises that employ more than
9 and less than 50 employees, and medium ones that employ more than 49 and less
than 250 employees. Moreover, out of the range of SMEs are micro enterprises that
employ less than 10 employees, and large ones that employ more than 249

employees (OJEC, 2001).

SME:s appear increasingly crucial to the success of the UK economy (Johnston and
Loader, 2003). For example, at the beginning of 2000, it was estimated that there
were 3.7 million businesses which could be regarded as active, of these, small
businesses accounted for over 99% and a further 25,000 were of medium size
(Bradford, 2004). Obviously, SMEs’ effectiveness in leveraging knowledge will
play a key role in the success of a national economy. Effort devoted to study or
exploration of KM issues related to SMEs is considered to be worthwhile. However,
according to the foregoing introduction, it is known that KM, as an emerging
discipline (Ives et al., 1997), is mainly derived from large businesses (Sparrow,
2001; Carrillo, 2004; Matlay, 2000; Deakins, 1999). As a result, only a small
proportion of the literature (Deakins and Freel, 1998; Skandalakis and Nelder, 1999;
Dalley and Hamilton, 2000; Beijerse, 2000; Matlay, 2000; Sparrow, 2001; Chen et
al., 2002; Chen et al., 2003a; Chen er al., 2003b; Levy et al., 2003; Handzic, 2004;
Chesebrough, 2004) has attempted to address KM issues in SMEs, which is not in
line with the importance of SMEs in the national economy (Deakins, 1999; Sparrow,

2001; Beijerse, 2000; Matlay, 2000; Chen et al., 2002).
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SMEs’ Features and the Necessity for an Empirical Investigation

Experience and lessons learned from large businesses can not be directly applied to

SMEs, as Sparrow (2001, p.3) argues, “... like so many aspects of business and

management, the (KM) issues that SMEs will face will not be simply a scaled-down

replica of large-company experiences.” The specific reasons are listed as follows.

SMEs may be distinguished from large companies by some or all of the following

features:

Flexibility The SME is smaller in size and thus it is easy to change its business
direction. As the pace of technological change has increased in society, so the
ability of the SME to respond quickly to change has given it an advantage over
the large firm. This characteristic is called ‘flexibility’ (Deakins, 1999).
Volatility The high business start-up rates of SMEs, particularly small firms,
may look impressive, but they hide the fact that many of the new starts will not
survive beyond the first year of operation and most will not survive the first
three years (Stokes, 2002; Deakins, 1999). This characteristic of both high start-
up rates and high death rates of SME:s is referred to as volatility (Stokes, 2002;
Deakins, 1999).

Skill (or expertise) shortages The SME lacks skills, knowledge or expertise in
management and technology (Duan et al., 2001; Duan and Kinman, 2000), and
thus has disadvantages in comparison with the large firm (Duan et al., 2001;
Duan and Kinman, 2000; Deakins, 1999).

Very limited market power, market behaviours mainly affected by partners
or competitors Compared to the large firm, the SME generally has a small
share of the market, thus its market power is very limited and has limited ability
to influence its business partners. Conversely, its market behaviours will mainly
be affected by its partners or competitors (Deakins, 1999; Duan et al., 2001).
The central and integrative role of the owner-manager The SME is managed
by its owner, part-owners or managing director in a personalised way; the

centrality of the owner(s) is evident (Penn er al., 1998; Deakins, 1999; Sparrow,
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2001). Furthermore, from a hierarchy structure perspective, the SME,
particularly smaller firms, don’t have so many employees, thus its hierarchy
structure is very flat. There is often no clear cut between the strategic and
operational levels (Rodriguez et al., 2003). The owner or managing director
often has to integrate operational, strategic and uncertainty considerations. So,
the owner or managing director often plays an integrative role in the SME as
well (PennA et al., 1998; Deakins, 1999; Sparrow, 2001). In other words, the
smaller the SME is, the more central and integrative a role the owner or

managing director plays in the business.

The limited market power of SMEs may often make them feel pressures from
external influences. The flexibility provides SMEs with a certain ability to adapt,
and they are thus encouraged to cope with the pressures. However, the volatility
makes SMEs have to face the cruel reality and realise their skill shortages. They
therefore eagerly need to get external knowledge to fill their skill or knowledge gaps
so that their ability to adapt can be enhanced. Sparrow (2001, p.7) thus argues, “In
considering knowledge projects, large businesses place the primary emphasis upon
their internal knowledge flows. Significantly lower consideration is given to the
negotiation of external boundaries and core capability. In comparison, SMEs place
relatively lower emphasis upon the internal aspects of knowledge and greater
emphasis upon external aspects.” In other words, external knowledge is of prime
importance to SMEs, whereas large businesses may pay more attention to the
knowledge of their internal aspects. Since this thesis is mainly concerned with
SMEs, and hence focuses on the issues that are of great relevance to the belief that
external knowledge is of prime importance to SMEs (Sparrow, 2001). The review of
literature shows that very little empirical research has attempted to look at the KM
issues at the inter-organisational level in SMEs and to provide empirical evidence to
confirm this belief although the analysis and deduction that lead to the belief sound
rather reasonable. So, there is a big gap that exists in the empirical identification of

SMEs’ perceptions on the importance of, and specific needs for, external
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knowledge. Therefore, it would be of value if an empirical investigation with UK
SMEs could be carried out to address these issues and provide empirical evidence to

support the said belief.

1.1.2 The Importance of the Development of a KT Framework for
SMEs

Since no single firm has the full range of knowledge and expertise needed for timely
and cost-effective product and service innovation (Abou-Zeid, 2002), it is hard to
believe that a firm could survive without any knowledge exchange with the outside
world in such an open and modern society. Therefore, SMEs certainly have needs
for external knowledge, but the point is that it is hard to know, to what extent, SMEs
need external knowledge. This is what the empirical investigation targets.
Theoretically, the empirical investigation may produce one of the following
outcomes:

e external knowledge is really of prime importance for SMESs;

e external knowledge is of, but not prime, importance for SMEs;

e external knowledge is needed by, but not important for, SMEs.

Irrespective of the possible range of outcomes, SMEs need to acquire external
knowledge from their customers, suppliers, or other organisations, by means of
inter-organisational KT. KT is regarded as a precursor to knowledge creation
(Nonaka and Takeuchi, 1995) and an essential part of KM (Alavi and Leidner, 2001;
Nissen et al., 2000; Beijerse, 2000; Despres and Chauvel, 1999; Nissen, 1999;
Davenport and Prusak, 1998; Gartner Group, 1998). KT has played a central role in
the creation of our modern world. It is inconceivable to function in the world today
without, for most of us, first spending a significant number of early years being
educated (Sharig, 1999). The understanding of how knowledge is transferred is very
important for explaining the evolution and change in institutions, organisations,
technology and economy. However, KT is often found to be laborious, time

consuming, complicated and difficult to understand (Szulanski, 2000; Huber, 2001).
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It has received negligible systematic attention (Szulanski, 2000; Huber, 2001), thus
we know little about it (Appleyard, 1996; Grant, 1996; Dyer and Nobeoka, 2000;
Szulanski, 2000; Huber, 2001). Nonetheless, some literature, such as Davenport and
Prusak (1998) and Shariq (1999), have attempted to address KT within an

organisation, but studies on inter-organisational KT are still very neglected.

From the foregoing discussions, an emergent view is that it may be beneficial for
SMEs if an inter-organisational KT framework can be developed to help them
understand and thus to improve their inter-organisational KT process. So even if the
result of the empirical investigation is the third outcome (i.e., external knowledge is
needed by, but not important for, SMEs), the research on the framework can still
theoretically contribute to knowledge. Of course, if the empirical survey results in
the second outcome, particularly the first, the contribution would be of not only

theoretical but also practical value.

1.1.3 The Usefulness of the Important Factors

The framework to be developed will mainly present the key stages of the inter-

organisational KT process, and will describe the relationships between the stages.

Following this, the research could come to a conclusion if the framework is

empirically evaluated as effective in improving SMEs’ understanding of the inter-

organisational KT process. Nevertheless, this research will head further with regard
to the complexity and difficulty of inter-organisational KT. Although KT within an
organisation is known to be complicated and difficult (Szulanski, 2000; Huber,

2001), between organisations is even harder (Mohr and Sengupta, 2002; Chen et al.,

2002). The specific reasons are that:

e Within an organisation, the organisation should try to expand the amount of
shared knowledge among its employees to an appropriate level (or to the highest
level possible), so as to develop (or preserve) its competitive advantage (Lind
and Seigerroth, 2003; Chen et al., 2002); however, between organisations, the

organisations have to face the ‘boundary paradox’. That is, its borders must be
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open to flows of information and knowledge from the networks and markets in
which it operates, but, at the same time, the SME must protect and nuture its
own knowledge base and intellectual capital (Quintas et al., 1997; Beeby and
Booth, 2000; Chen et al., 2002; Mohr and Sengupta, 2002). In other words, there
is a ‘knowledge-sharing’ versus ‘knowledge-security’ trade-off that has to be
resolved by appropriate strategies.
e Compared to KT within an organisation, between organisations lacks a formal
chain of authority to co-ordinate their transfer activities (Holmqvist, 2003).
So, many more conflicts will arise, many more bargains will be needed (Holmgyvist,
2003), many more complicated factors will impinge on the transaction, more strict
governance mechanisms will be required to regulate the transfer content, and much
higher loyalty requirements will be placed on relevant employees. From a strategic
perspective, these factors may be involved in relevant stages of the inter-
organisational KT process that are described by the framework to be developed.
Obviously, if these factors could be identified, empirically evaluated, and then
highlighted within the relevant stages of the framework, SME managers would be
reminded to pay attention to the ‘boundary paradox’, and take them into account as
companies exchange knowledge with their customers (or suppliers). Therefore, these

important factors will be very helpful for SMEs.

Having given a general overview of the research domain, in the following sections,

the research objectives will be defined, and the structure of the thesis described.

1.2 Aim and Objectives of the Research

Based on the previous overview, it is known that KM issues in SMEs are very
neglected, which is not in line with the importance of SMEs in the UK national
economy; moreover, compared to KT within an organisation, between organisations
is more complicated, harder to understand, and has received much less attention.
This research attempts to address and make a contribution to these two neglected

areas, and therefore aims to develop and evaluate an inter-organisational framework
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for SMEs, to help them have better understanding of the process of the KT between
a SME and its customer (or supplier). The empirical identification of SMEs’
perceptions on the importance of, and their needs for external knowledge, may
provide practical evidence to underpin the necessity of the development of the
framework. The identification of the important factors highlighted in the framework
will further strengthen its role in improving SMEs’ understanding of inter-
organisational KT. Specifically, the objectives of the study are to:

» review the literature on SMEs, KT, organisational learning, and social networks,
present relevant models, factors and relationships, and thus lay a basis for the
identification of relevant research issues and the development of the framework;

e identify research issues for the empirical investigationl, and propose an initial
inter-organisational KT framework as well as associated important factors;

e investigate the current inter-organisational KT practices of UK SMEs, and
identify their perception on the importance of, and needs for, external
knowledge;

e evaluate and revise the initial framework;

e test the identified important factors highlighted in the initial framework.

1.3 Structure of the Thesis

This study is divided into eight chapters, which are diagrammatically presented in
Figure 1.1. This chapter provides an introduction to the thesis. The main issues are
sketched. The research aim and five objectives are then defined. Finally, the

structure of the thesis is outlined.

Chapter 2 firstly reviews literature on KT within an organisation, and presents a

well-known intra-organisational KT process model. Then the differences between

! Ideally, this investigation should cover all sectors, however, it was only carried out in the service sector. The
reason is that the investigation was initiated to study SMEs’ inter-organisational KT in Internet marketing, which
is considered to be easier to implement in the service sector than other sectors. But the following evaluations of
the initial framework and associated important factors were carried out in all sectors.
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intra- and inter-organisational KT are clarified. Further, the literature on inter-
organisational KT, inter-organisational learning and social networks is reviewed.
The academic connections among these three areas are also established. All
information presented so far will lay a good foundation for the research in the

following chapters.

Chapter 3 presents the key issues concerning SMEs’ perceptions on the importance
and needs for external knowledge, their inter-organisational KT activities, channels
and effectiveness by analysing relevant literature, and thus provides a framework for
the empirical investigation. Moreover, a co-ordinating mechanism underpinned by
the theories of organisational learning and social network is proposed for inter-
organisational KT. Then, drawing on the well-known intra-organisational KT
process model, a four-stage process model for inter-organisational KT is developed.
The developed process model and co-ordinating mechanism, together with cultural
difference between organisations, constitute an initial four-stage framework.
Furthermore, from a strategic perspective, the important factors involved in each

stage of the framework are also identified by reviewing relevant literature.

Chapter 4 begins with the comparison of the advantages and disadvantages between
positivist versus interpretivist, and between quantitative versus qualitative
approaches, then selects the research method (i.e., the survey method), and
determines pertinent research techniques (i.e., mail questionnaire and face-to-face
interview) adopted by this study. Firstly, the empirical works of this research mainly
focus on gathering data about relevant respondents’ or interviewees’ subjective
perceptions, beliefs and views on the key research issues related to SMEs’ KT
needs, initial framework and identified important factors. It is the interpretivist
approach that is adopted in this study because its epistemology is based on the
assumption that reality is constructed by the observer making sense out of the
external events and data with which he presents. Moreover, both qualitative and

quantitative approaches are used in the research, although the latter is primarily
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associated with positivist research. Secondly, through the comparative analysis on
the advantages and disadvantages of the four research methods (i.e., explicatory
method, case study, survey and experimental method), the survey method is selected
as a suitable means for the empirical investigation on SMEs’ KT needs, the
evaluation of the initial framework and the verification of the identified important
factors. Thirdly, in order to gather empirical information about SMEs’ perceptions
on the importance of, and their needs for, external knowledge, and empirically
evaluate the belief that external knowledge is of prime importance for SMEs, a mail
questionnaire was chosen as an appropriate technique for this purpose. According to
the major issues presented in Chapter 3, the questionnaire was designed for
completion by SME managers in the service sector (See the reason at the footnote of
Section 1.2). A total of 1,000 questionnaires were sent out to SMEs, with 105 valid
responses returned. Fourthly, the face-to-face interview was selected as a suitable
research technique to validate and triangulate the key findings of the questionnaire
survey; evaluate and revise the initial framework; and verify the identified important
factors. The interviews were composed of the pilot and two rounds of formal
interviews, and were conducted in 21 SMEs selected from all sectors. Although
some modifications were made on the initial framework after the pilot test and first
round of formal interviews respectively, they were not so big, and thus have no
obvious influences on the questions for verifying the important factors. Furthermore,
the questions for collecting empirical evidence to support the questionnaire survey
obviously have not changed either. Therefore, in the following chapters, only the
analysis on the evaluation of the initial framework will show the division of the
interview phases so that the modifications of the framework, in the relevant
interview phases, can be traced. For other purposes, all SME interviews will be

analysed together.

In chapter 5, the data collected from the mail questionnaire survey is analysed by
means of SPSS. The key findings demonstrate that the knowledge about customers

is the most important, and thus strongly support the argument that external
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knowledge is of prime importance to SMEs. The findings also show that nearly all
SMEs have need for inter-organisational KT; both social networks and electronic
networks are important channels for SMEs to acquire the needed knowledge; nearly
half of SMEs have made costly errors or mistakes in the last five years because of
inadequate knowledge about customers; and only 56% of SMEs are very effective or
effective in leveraging knowledge from other organisations to improve their
business performance. The interview results strongly support the key findings, and
further present a rich picture about SMEs’ practices and needs through some
practical examples. The findings and results have been triangulated and
strengthened, and thus provide more reliable understanding and knowledge on
SMEs’ inter-organisational KT needs and practices, as well as very strong

underpinning for this study.

Chapter 6 is the heart of this thesis and sets out the main findings from several
rounds of interviews for the evaluation and revision of the initial framework.
Through the pilot interviews, the Inmitiation stage is divided into two stages:
Identification and Negotiation, the initial four-stage framework thus becomes a five-
stage one. Moreover, the feedback loops between the stages are also established. In
the first round of formal interviews, the five-stage framework is considered as
acceptable by interviewees, but a three-stage framework derived from the five-stage
one is also proposed by some interviewees. The reasons are that, small businesses
normally don’t have so many employees to select, their managers may have to
exchange knowledge with their customers (or suppliers) by themselves, not through
their employees; moreover, in medium-sized companies, for some reasons (e.g., the
knowledge to be exchanged is very important), managers like to exchange
knowledge with the customers (or suppliers) by themselves even if they have
enough employees to select. So, the two frameworks actually claim that the
management of the giving (or receiving) company has two options to decide who
should be the giving (or receiving) employee, i.e., himself or his staff. Through the

second round of formal interviews, the five-stage and three-stage frameworks are
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unified as one framework. The framework clearly reflects the two options, is
believed to be applicable for SMEs and thus called as the final framework. The
interview outcomes also demonstrate that the bigger the size of a company is, the
more likely its management selects his staff as the giving (or receiving) employee;
the smaller the size of the company is, the more likely the management selects
himself as the employee. In addition, the majority of SME interviewees agree that
the framework could help SMEs have better understanding of the inter-

organisational KT.

Chapter 7 presents the results of the evaluation on the important factors involved in
the relevant stages of the final framework. Of the factors, some are common factors
that influence both the giving side (Consisting of the giving organisation and giving
employee?) and receiving side (Consisting of the receiving organisation and
receiving employee®). If a common factor is considered as important by the giving
side, it is vital that the receiving side shows equal consideration because it is the
giving side that normally dominates the transfer process. So, the common factors
evaluated as important by the giving side, will not be further evaluated by the
receiving side. Therefore, the factors associated with the giving side are evaluated
first. Most of the identified factors are evaluated as important. Some factors that are
evaluated as unimportant for SMEs (e.g., prior experience and theoretical
knowledge for the receiving employee), are removed from the list. A new factor list

associated with the final framework is thus produced.

2 PO - . . . « . . . . ..

“ Giving organisation is an organisation that gives knowledge to another organisation; correspondingly, giving
employee is an employee of the giving organisation, who gives knowledge to an employee (or employees) from
another organisation.

Receiving organisation is an organisation that receives knowledge from another organisation; correspondingly,
receiving employee is an employee of the receiving organisation, who receives knowledge from an employee (or
employees) in another organisation.



Chapter 1: Introduction 16

Finally, in chapter 8, the conclusions and contributions of this research are

presented. The limitations are discussed. Future research is also recommended.

In the following chapter, background literature in the areas of KT, organisational

learning and social networks will be reviewed.



Chapter 2 Background Literature
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2.1 Introduction

Chapter 1 introduced KT as characterised by complexities and difficulties, and
demonstrated that inter-organisational KT is very important for SMEs. However,
inter-organisational KT is more complex, but receives much less attention than KT
within an organisation. It is suggested that an inter-organisational KT framework
should be developed for SMEs. This chapter is aimed at further exploring the
characteristics of KT (including knowledge), reviewing KT and relevant literature,

and providing a basis for the framework development and other research issues.

This chapter begins with an explanation of the concepts and categories of knowledge
and KT. It follows with a review of KT within and between organisations. The
connections among inter-organisational KT, organisational learning and social
networks are then set up so that the theories of both organisational learning and
social network can be used to address the issues of this study. Consequently, a brief

review on these two areas is also carried out.

2.2 Review on KT

2.2.1 Knowledge and its Characteristics

The Definition of Knowledge

The literature presents numerous definitions of knowledge, but none seem to be
universally appropriate, as the definitions depend on the context in which they are
used (Sveiby, 1997; Bender and Fish, 2000). For the purpose of this study,

knowledge is defined as follows:
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Knowledge is information combined with experience, context, interpretation,
reflection, and perspective (Davenport et al., 1998; Kirchner, 1997; Frappaolo,

1997) that is ready to be applied to decisions and actions (Davenport et al.,
1998).

Knowledge originates and is applied in the minds of knowers. In organisations, it is
often embedded not only in documents or repositories, but also in organisational
routines, processes, practices and norms (Davenport and Prusak, 1998; Ford and
Chan, 2003). Specifically, knowledge consists of truths and beliefs, perspectives and
concepts, judgements and expectations, methodologies and know-how (Quintas et
al., 1997). In addition, some scholars separate expertise (Bender and Fish, 2000) and
wisdom (CIO Council, 2001) from knowledge, but others (Nonaka and Takeuchi,
1995) put them into knowledge and treat them as subsets of the latter. This research
takes on the second viewpoint, and treats expertise and wisdom as high-value

knowledge.

The Differences between Data, Information and Knowledge

Although the importance of differentiating between data, information and
knowledge is emphasised by several scholars, such as Davenport and Prusak (1998),
Wiig (1993), Sveiby (1997) and Bender and Fish (2000), the differences are not
always clear (Bender and Fish, 2000). Generally speaking, data are raw facts, figures
and events, and hence are discrete and objective (Bender and Fish, 2000). Huseman
and Goodman (1999, p.105) also define data as objective facts describing an event
without any judgement, perspective or context. Data are essential raw material for
the creation of information (Bender and Fish, 2000), and must be processed so that
information can be produced. So, information is organised data (Quintas et al.,
1997), or the outcome of data analysis (Bender and Fish, 2000). However,
information has little value and will not become knowledge until it is processed by
the human mind (Martensson, 2000). It must be interpreted by the mind to form

meaningful information — knowledge (CIO Council, 2001). Knowledge requires a
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higher understanding than information (Thierauf, 1999). The relationship between
data, information and knowledge is recursive, just as the knowledge hierarchy in
Figure 2.1 shows, knowledge is built up from data to information, then to
knowledge. Their differences depend on the degree of ‘organisation’ and
‘interpretation’. Data and information are distinguished by their ‘organisation’, and
information and knowledge are differentiated by ‘interpretation’ (Bhatt, 2001). The
higher the data is organised, or the information is interpreted, the clearer the

difference between itself (i.e., data or information) and the result is.

Knowledge

Information

Data

Figure 2.1 The Knowledge Hierarchy (Turban and Aronson, 1998)
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The Types of Knowledge: Explicit and Tacit

There are many taxonomies of knowledge (Connell et al., 2003), for example, the
distinction between individual and collective knowledge, private and public
knowledge, component and architectural knowledge (Connell et al., 2003), situated
and generic knowledge, and procedural and declarative knowledge (Hendriks,
2001). But a commonly drawn distinction is that between explicit and tacit

knowledge (Polyani, 1966; Nonaka and Takeuchi, 1995; Connell et al., 2003).

Explicit knowledge is documented and public; structured, fixed-content,
externalised, and conscious (Nonaka and Takeuchi, 1995). It is what can be captured
and shared through information technology (Nonaka and Takeuchi, 1995), manuals,
standard operations, courses or books (Hubert, 1996). A recipient may store explicit
knowledge that he receives in computer disks, recorder tapes, or books, no matter
whether he actually absorbs the knowledge or not; then he may even absorb the
knowledge bit by bit in a self-taught way. So, its transfer may not require extensive

personal contact and strong inter-personal ties.

Tacit knowledge resides in the human mind, behaviour, experience and perception.
It is a kind of ‘we know more than we can say’ knowledge (Nonaka and Takeuchi,
1995). It is the skills and ‘know-how’ we have inside each of us that is gained over
time and through personal insights (Goh, 2002), and cannot be easily shared
(Hubert, 1996). It is much less ‘concrete’ and more valuable than explicit knowledge
because it provides context for people, places, ideas and experiences (Nonaka,
1991). In fact, most people are not aware of the tacit knowledge they themselves
possess or of its value to others. It is highly personal, hard to formalise, and thus
difficult to communicate to others and has low permeability (Connell et al., 2003;
Desouza, 2003). It generally requires extensive personal contact and trust to share
effectively. So its transfer requires skills and practices (Nonaka and Takeuchi,

1995), and using processes that are less structured (Goh, 2002).
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Tacit Tacit
Knowledge Knowledge
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Knowledge Knowledge
Tacit e IS B Explicit
Knowledge Internalisation Combination Knowledge
Explicit Explicit
Knowledge Knowledge

Figure 2.2 SECI Knowledge Creation Model (Nonaka and Takeuchi, 1995)

Tacit and explicit knowledge can be converted into each other. In Nonaka and
Takeuchi’s (1995) well-known organisational knowledge creation model (See
Figure 2.2), the process of creating knowledge is formalised and consists of four
modes: socialisation, externalisation, internalisation and combination. It starts from
the socialisation, then goes clockwise through the externalisation, combination and
internalisation. When viewed as a continuous learning process, the model becomes a
clockwise spiral, not a cycle, because as one ‘learns’ around the cycle,
understanding moves to deeper and deeper levels (Rumizen, 1998; Martensson,
2000). Specifically speaking, the four modes have different objectives and functions.
Socialisation and combination are the processes for tacit knowledge sharing between
individuals, and explicit knowledge sharing between groups. However, the

internalisation is described as the process of embodying explicit knowledge into
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tacit knowledge (Nonaka and Takeuchi, 1995). The concept of the internalisation is
closely related to ‘learning by doing’, but the amount of doing that is needed for
turning explicit knowledge into tacit is of course related to the level of background
knowledge of the actor (Lind and Persborn, 2000). The reverse conversion (i.e.,
from tacit knowledge to explicit) is obviously the externalisation (Nonaka and
Takeuchi, 1995). “Externalisation is a process of articulating tacit knowledge into
explicit concepts” (Nonaka and Takeuchi, 1995, p.64). This process seems to offer
benefits because explicit knowledge is easier to manage and transfer. Nevertheless,
tacit knowledge does not easily leak to competitors due to its low permeability,
which may be used to protect organisational resources and capabilities (Connell et
al., 2003). Therefore, organisations sometimes intentionally maintain the tacitness of

their knowledge (Albino et al., 1999; McEvily et al., 2000).

These suggested conversions may facilitate knowledge creation or transfer (Nonaka
and Takeuchi, 1995), but not easily. Due to the great importance of tacit knowledge
and its difficulties in transfer and expression, technology can never substitute the
rich interactivity, communication, and learning that is inherent in face-to-face
contacts. Therefore, Davenport and Prusak (1998, p.72) argue, “...providing access
to people with tacit knowledge is more efficient than trying to capture and codify
that knowledge”.

In short, compared to explicit knowledge, tacit knowledge is of higher value to
organisations, and more difficult to transfer (Martensson, 2000; Beeby and Booth,
2000), and thus generally requires extensive personal contact and trust to share

effectively (Nonaka and Takeuchi, 1995).



Chapter 2: Background Literature 24

The Characteristics of Knowledge

Knowledge is thought to have the following characteristics:

The structural characteristic: knowledge is a structured set of information
associated to a meaning by an individual or organisational interpretation process
(Albino et al., 1999).

The functional characteristic: all the knowledge owned by individuals or
organisations defines their skills and core competencies respectively, and
enables them to carry out certain tasks (Albino er al., 1999).

Knowledge cannot easily be kept in and retrieved from people’s minds: as we
know, knowledge, particularly explicit knowledge, can be stored in a computer
and kept forever, provided the computer and hard disk have no problems.
However, if the stored explicit knowledge cannot be transferred to and resided in
people’s minds, it would be useless. Only the knowledge that resides in people’s
minds can be used to support their decisions and actions. However, knowledge
that resides in people’s minds, unlike raw material that is coded, audited,
inventoried, and stacked in a warehouse for employees to use as needed, is
scattered, messy, and easy to lose (Martensson, 2000). So, from this point of
view, knowledge cannot easily be kept in, and retrieved from people’s minds.
Knowledge is not easy to transfer to people’s minds, and has to be created and
developed individually (Davenport and Prusak, 1998; Parker and Vaidya, 2001;
Bender and Fish, 2000). Even if the knowledge is explicit, and delivered by an
electronic network or presentation to a recipient, the recipient however receives
the knowledge in the form of data (Bender and Fish, 2000). The recipient of the
data has to add meaning to transpose the data into information, he must possess
internal cognition to interpret the information (Sharig, 1999; Albino et al.,
1999), filter it and absorb it, then enrich it with his own personal values and
beliefs, thus build his individual knowledge by personal application (Bender and
Fish, 2000). In this sense, knowledge is obviously not easy to transfer to

people’s minds.
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e Knowledge cannot easily be found. It is something that resides in people’s
minds. If a kind of knowledge is not expressed by someone, it may be difficult to
know who has it (Huber, 2001; Parker and Vaidya, 2001).

e Knowledge is not ‘used up’, as raw materials are, in the production process. It
can be applied again and again (Carter, 1989).

e Knowledge is hard to imitate and cannot be appropriated in the same sense as

other resources, and thus forms the basis for gaining a competitive edge
(Hendriks, 2001).

2.2.2 The Definition and Characteristics of KT

The Definition of KT

KT means that knowledge is transferred from the giver(s) (person, group (team) or
organisation) to the recipient(s) (person, group (team) or organisation) (Alavi and
Leidner, 2001; Lind and Seigerroth, 2000; Lind and Persborn, 2000; Bender and
Fish, 2000; Albino et al., 1999; Shariq, 1999; Davenport and Prusak, 1998). Some
researchers use other terms such as ‘knowledge share’ (Nonaka and Takeuchi, 1995;
Nonaka and Konno, 1998; Despres and Chauvel, 1999; Beijerse, 2000) or
‘knowledge distribute’ (Nissen ez al., 2000; Nissen, 1999). Although the terms are
different, all of them address the ability to transfer or share knowledge within or
between organisations (Nissen et al., 2000). There are no obvious differences

between the three terms. This research will use the term ‘knowledge transfer’.

The Characteristics of KT

Compared with the exchanges of goods, knowledge transfer has the following

characteristics (Carter, 1989):

e Knowledge that is transferred to the recipient isn’t ‘given away’. Unless some
special arrangement is made to deny further use to the giver, both the giver and
recipient can mutually use the knowledge. However, the trader of goods will lose

it once he gives it away.
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e Knowledge ‘duplicates’ are of no value. Since knowledge isn’t destroyed by use,
duplicates are superfluous. For example, a trader may benefit from acquiring
more units of wheat that was represented in his initial holdings. However,
someone who has already learned how to concentrate orange juice by a
particular method has little use for repeated knowledge that is identical to what

he already knows.

2.2.3 KT within an Organisation

Although this study targets KT between organisations, this chapter would like to
review KT within an organisation first. An important reason for doing so is that, “...
those [previous] studies [on KT between organisations] (Mowery et al., 1996) deal
only with the transfer of knowledge from one organisation to another. What is
lacking is a comprehensive understanding of effective knowledge transfer within an
organisation” (Goh, 2002, p.24). Therefore, a good understanding of KT within an

organisation would be conducive to this research.

From Section 1.1.2 in Chapter 1, it is known that KTs are often found to be
laborious, time consuming, difficult, and hard to understand. This study thus aims to
develop an inter-organisational KT framework for SMEs to help them have better
understanding of their inter-organisational KT processes. Consequently, the
processes should be a focus for this research, and important attention should be paid
to the review of the literature in this aspect. Szulanski (2000, p.10) also argues that,
“a process view allows a closer examination of how difficulty evolves over stages of
the transfer. It can also provide insight into the working of different organisational
arrangements to transfer knowledge, inform managerial interventions and help
design organisational mechanisms that support knowledge transfer” (Szulanski,
2000, p.10). Therefore, the literature on KT will mainly be reviewed from the

process perspective.
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KT within an organisation may involve various types of KTs, for example, from
individual to individual, individual to group, individual to organisation, group to
group, and group to organisation. Knowledge can only be employed through people
(Bender and Fish, 2000) and created and developed individually (Davenport and
Prusak, 1998; Parker and Vaidya, 2001). Moreover, it is individuals that make up a
group or organisation (Argyris and Schon, 1996; Kim, 1993; Beeby and Booth,
2000). KT from individual to group, individual to organisation, group to group, and
group to organisation actually begin from individual to individual. So KT from
individual to individual is an essential part for any other types of KTs, and hence is

introduced first.

KT between Individuals

From a process perspective, KT between individuals is about interaction and

communication between two actors: a knowledge recipient and a knowledge giver

(Lind and Persborn, 2000). The specific process (See Figure 2.3) may be listed as

follows (Lind and Persborn, 2000):

e the recipient identifies his knowledge needs based on his background
knowledge, then constitutes a question in terms of the identified needs, and
further initiates the transfer process by delivering the question to the giver;

e the giver interprets the question using his background knowledge;

e the giver formulates an answer to the question in accordance with his
background knowledge and delivers it to the recipient;

e the recipient interprets the answer by means of his background knowledge,
develops a solution for the question, and in turn increases his background
knowledge itself; and

e possibly and finally, the recipient might feedback to the giver some knowledge
about the applicability of the latter’s answer. This knowledge may also in turn

help the giver to further develop his background knowledge.
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Figure 2.3 KT between Two Individuals (Lind and Persborn, 2000)

There are several important issues that might cause the failure of the transfer (See
details in Table 2.1). In addition, the process description of KT between individuals
shows that the transfer seems very simple, but actually, it is complicated. The KT
from the giver to the recipient is not just a kind of one-way communication, but two-
way. As well as the giver passing knowledge on to the recipient, the latter may
feedback something to the former, for instance, through body language,
facetiousness or cynicism, signals that the recipient has understood or not

understood what the giver is saying; or that the knowledge provided by the giver is,
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or is not, useful. For in this way, the recipient’s behaviours may influence what the

giver will next do, give or develop.

Table 2.1 Important Issues that Might Cause the Failure of the Transfer

Issue No.

The Content of the Issue

1

The recipient might have misunderstood the context of his problem and
background, and thus cannot formulate a valid question for solving the actual
problem (Lind and Persborn, 2000).

The giver might not have the accurate background knowledge for interpreting
the question or may not understand the question (Lind and Persborn, 2000).

The giver might have the accurate background knowledge, but not have
ability to articulate it into a valid answer (Lind and Persborn, 2000).

The recipient might not understand the answer and/or is not able to internalise
the answer into his background knowledge (Lind and Persborn, 2000).

The giver might hoard knowledge and be unwilling to transfer the knowledge
to the recipient (Senge, 1998; Greengard, 1998). This is especially so amongst
employees with special knowledge in a certain field, who might be afraid of
losing their individual power and importance when sharing their knowledge
(Wiig, 1995), and thus fear that knowledge sharing can impede their ability to
get ahead in their career (Greengard, 1998; Bender and Fish, 2000).

The recipient does not like to use the giver’s ideas for fear it makes him
appear less knowledgeable and thus dependent on others. This causes the ‘not-
invented-here’ syndrome, which can be the result of the fear to admit not
knowing everything. People may prefer to learn and obtain knowledge for
themselves even though another person in the organisation already has the
knowledge (Bender and Fish, 2000).

An individual’s background knowledge contains a lot of tacit knowledge that
cannot be immediately expressed (Lind and Persborn, 2000). Obviously, if
some tacit knowledge embedded in both actors’ background knowledge
involves the transfer process, a high level of interaction between them is
needed. Its effectiveness depends, to some extent, on the strength of the trust
between both actors, which is reflected in the ease of communication and the
‘intimacy’ of the overall relationship between the actors. An arduous
relationship might increase the effort needed to resolve transfer-related
problems (Szulanski, 2000; Snowden, 1998; Wiig, 1995; Nonaka and
Takeuchi, 1995; Allee, 1997b; Greengard, 1998; Nonaka and Konno, 1998;
Davenport and Prusak, 1998; Senge, 1998; Bender and Fish, 2000).
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KT between individuals actnally means that an individual learns from another
individual, i.e., a kind of inter-individual learning. So, from a perspective of
organisational learning (See details in Section 2.3), some scholars (Cohen and
Levinthal, 1990; Wathne et al., 1996; Albino et al., 1999; Szulanski, 2000; Chen er
al., 2002) think that the following factors heavily influence the effectiveness of the
KT:

e Absorptive capacity reflects the recipient’s ability to absorb the knowledge sent
by the giver. It is decided not only by the recipient’s prior experience but also
the recipient’s intelligence and comprehension as well (Cohen and Levinthal,
1990; Goh, 2002; Huber, 2001; Connell et al., 2003).

o Prior experience owned by both the giver and recipient will influence their
abilities to exchange knowledge. It influences the capability of both conveying
knowledge through information and internalising new knowledge. It seems
possible to claim that the higher the degree of actors’ prior experience, the
greater the effectiveness of KT (Wathne et al., 1996; Albino et al., 1999).

e Motivation means that the recipient is motivated to seek or accept knowledge
from the outside. Lack of motivation may result in procrastination, passivity,
feigned acceptance, sabotage, or outright rejection in the implementation and use
of new knowledge (Sometimes referred to as the ‘not-invented-here’ syndrome)
(Szulanski, 2000; Huber, 2001; Goh, 2002).

e Openness has been defined mainly as the giver’s willingness to transfer his
knowledge in a collaborative interaction, in order to stress the attitude of the
giver involved in the KT of not hiding his knowledge, so that potential learning
is facilitated. A higher level of the giver’s openness allows a more effective KT
(Wathne et al., 1996; Albino et al., 1999; Huber, 2001).

e Trust between the giver and recipient has a direct and positive influence on the
giver’s openness (Wathne et al., 1996; Albino et al., 1999; Goh, 2002). If the
relationship is distant or communication difficult, the giver may be unwilling to
provide his knowledge to the recipient and KT is less likely to occur. The

recipient should try to maintain a good inter-personal relationship with the giver,
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especially in the process of tacit KT, because tacit knowledge may be best
transferred through more inter-personal means and using processes that are less
structured (Goh, 2002).

o Expressiveness represents the ability of the giver to use oral or facial expression
and body language to clearly express what he knows. Even if the giver has high
levels of prior experience and openness, the transfer effectiveness may still be

quite low if the giver has poor expressiveness (Chen ef al., 2002).

Compared to the issues listed in Table 2.1, these factors are found to be very closely
relevant to them. The recipient’s prior experience, absorptive capacity and
motivation are obviously in connection with issues 1, 4 and 6 respectively; and the
giver’s prior experience, expressiveness, and openness in connection with the issues
2, 3 and 5 respectively; finally, trust between the giver and recipient corresponds to

issue 7.

Moreover, it is known that the communication between the giver and recipient is
two-way; the giver may also get some knowledge from the recipient’s feedback. So,
the recipient should have a certain ability to express his question, and the giver
should have a certain absorptive capacity to absorb the knowledge that feeds back
from the recipient. However, just as a lecturer and a student, the expressiveness is
evidently more important for the lecturer than the student, and conversely, the
absorptive capacity is more important for the student than the lecturer. Therefore, it
is right that the absorptive capacity and expressiveness, as important factors, are

assigned to the recipient and giver respectively.

Based on the above discussion, a conclusion can be drawn here. The giver’s
openness, prior experience and expressiveness, and the recipient’s absorptive
capacity, motivation and prior experience, as well as the trust between the giver and
recipient are important factors influencing the effectiveness of the KT from

individual to individual.
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The foregoing description of the process of KT between individuals clearly

demonstrates the complexities and difficulties of the KT. Which rightly echoes

Szulanski’s (2000) argument that the process view can help people have better

understanding of the complexities and difficulties existed in KT. However, the

description has the following limitations:

e it involves an individual level, and cannot provide a rich picture about KT at
group or organisational level;

e according to Davenport and Prusak (1998), to be of value to the organisation, the
transfer of knowledge should lead to changes in behaviour, changes in practices
and policies and the development of new ideas, processes, practices and policies.
Szulanski (2000) also argues that a successful KT for an organisation should
improve its business performance. From this point of view, the recipient should
at least use his acquired knowledge to improve the business that he is in charge
of for the organisation. So, it is important for the description to demonstrate how
the recipient will apply the knowledge into practice. Unfortunately, this

description doesn’t cover much of this aspect.

These two drawbacks are addressed by an intra-organisational KT process model

proposed by Szulanski (2000). The details about the model will be introduced as

follows.

KT between Groups

To reflect the difficulty that characterises KT within an organisation, Szulanski
(2000) developed a process model for intra-organisational KT which contains four
stages — initiation, implementation, ramp-up and integration (See Figure 2.4).
Initiation means the initiation of a transfer; implementation represents the initial
implementation effort; ramp-up means that the implementation ramps up to
satisfactory performance; integration represents subsequent follow-through and

evaluation efforts to integrate the practice with other practices of the recipient.
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Szulanski (2000) then applies the model to theoretically analyse the process of KT
between groups within an organisation, and demonstrates some difficulties that may

happen at each stage of the process as follows.

Formation of the Decision to First day Achievement of
transfer seed transfer of use satisfactory performance
I | L | -
Initiation Implementation Ramp-up Integration

Figure 2.4 The Process for KT within an Organisation (Szulanski, 2000)

At the initiation stage, the effort aims to find an opportunity to transfer and to
decide whether to pursue it. This becomes more demanding when existing
operations are inadequately understood or when relevant and timely measures of
performance, as well as internal or external yardsticks, are missing. An opportunity
to transfer exists as soon as the seed for that transfer is formed, i.e., as soon as a gap
and knowledge to address the gap is found within the organisation. The discovery of
a gap may trigger problemistic search for suitable solutions. The search for
opportunities and the decision to proceed with a transfer inevitably occurs under
some degree of irreducible uncertainty or causal ambiguity. It becomes more
difficult to assess the real merit of an opportunity and to act upon it. However, this
uncertainty is reduced when there is evidence that the knowledge to be transferred
has proven robust in other environment and that the giver is reputable. Furthermore,
the opportunity may need further scrutiny in order to understand why or how
superior results are obtained by the giver. The initiation of a transfer may
consequently require substantial effort to delineate the scope of that transfer, select
the timing, assess the costs and establish the mutual obligations of the participants
(Szulanski, 2000).
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At the implementation stage, following the decision to transfer knowledge, attention
shifts to the exchange of information and resources between the giver and the
recipient. Transfer-specific ties are established between members of the giver and
the recipient, and information and resource flows will typically increase and
possibly peak at this stage (Szulanski, 2000). The eventfulness of the
implementation stage depends on how challenging it is to bridge the communication
gap between the giver and the recipient and to fill the recipient’s technical gap.
Bridging the communication gap may require solving problems caused by

incompatibilities of language, coding schemes and cultural conventions (Szulanski,
2000).

At the ramp-up stage, the recipient begins using acquired knowledge, for example,
starts up a new production facility, rolls over a new process, or cuts over to a new
system. The main concern becomes identifying and resolving unexpected problems
that keep the recipient from matching or exceeding a priori expectations of post-
transfer performance. The ramp-up stage offers a relatively brief window of
opportunity to rectify unexpected problems where the recipient is likely to begin
using new knowledge ineffectively ramping-up gradually toward a satisfactory level
of performance, often with external assistance (Szulanski, 2000). The difficulty that
the recipient will experience depends on the number and seriousness of unexpected
problems (e.g., a new environment where the transferred knowledge is put to use
reacts differently than expected, or trained personnel leave the organisation) and the

effort required to solve them.

At the integration stage, once satisfactory results are initially obtained, the recipient
will take subsequent follow-through and evaluation efforts to integrate the practice
with its other practices, so that the use of new knowledge becomes gradually
routinised (Szulanski, 2000). This progressive routinisation is incipient in every

recurring social pattern. The new practices will blend with the objective, taken-for-
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granted reality of the organisation. The difficulty that the recipient may experience
depends on the effort required to remove obstacles and to deal with challenges to the

routinisation of the new practice.

Szulanski (2000) also points out that, the influence of the attributes of the giver are
expected to diminish as the transfer unfolds. The giver’s involvement and co-
operation is most needed for the initiation and initial implementation of the transfer.
However, once the recipient has obtained satisfactory results, it needs progressively
fewer interactions with the giver. Conversely, attributes of the recipient are likely to

become increasingly important as the transfer unfolds.

An empirical survey of 122 KT practices between groups, carried out by Szulanski
(2000), illustrates that the model fully presents the complexities and difficulties that
lie at KT from group to group, and also attaches great importance to the application
of the transferred knowledge, and is applicable for KT between groups within an
organisation. The empirical results further demonstrate that the process view does
help organisations gain a better understanding of the complexities and difficulties in
KT. From Section 1.1.3, it is known that KT between organisations is much more
complicated than within an organisation (Quintas ez al., 1997; Beeby and Booth,
2000; Chen et al., 2002; Mohr and Sengupta, 2002), so, this study will use the same

view to propose the framework for inter-organisational KT.

In addition, based on Szulanski’s (2000) description for the model, it is believed that
this model is also suitable for KT between individuals within an organisation
although the author only applies it to the KT between groups within an organisation.
Of course, the complexities and difficulties experienced at each stage of the KT
between individuals are different from between groups. The main difference may be

that more efforts are needed for the latter to co-ordinate the behaviours of the group

members.
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Furthermore, other scholars also study KT between groups from other perspectives.
For example, from a knowledge-creation perspective, Nonaka and Takeuchi (1995)
suggest that explicit knowledge may be converted into more complex sets of explicit
knowledge through KT between groups; Bogenrieder (2003) focuses on knowledge
leakage between groups through studying the role of a person’s multiple group

membership.

KT at Organisational Level
Except for being studied at both individual and group levels, KT within an
organisation may also be studied at organisational level, i.e., the organisation is

viewed as a whole.

According to the definition of knowledge in Section 2.2.1, it is known that
knowledge is context-based. From an organisational perspective, the organisational
context consists of three elements — namely, organisational culture, structure, and
infrastructure (Pemberton and Stonehouse, 2000). Of them, arguably, the most
important one is organisational culture (Pemberton and Stonehouse, 2000; Ford and
Chan, 2003; Dalley and Hamilton, 2000). So knowledge and culture are inextricably
linked in organisations (De Long and Fahey, 2000; Abou-Zeid, 2002).

Organisational culture is very complicated (Browaeys and Baets, 2003), and can be
interpreted in different ways by different people (Ribiere and Sitar, 2003). So the
term ‘organisational culture’ has been defined in the literature by numerous authors
(Ribiere and Sitar, 2003). With the combination of the definitions of several authors
(Huber, 2001; Rodriguez et al., 2003; McDermott and O’Dell, 2001), organisational

culture used by this thesis is defined as follows:

The set of values, beliefs, attitudes, aptitudes, ideas, aspirations, rationalities
(Rodriguez er al., 2003, p.139), norms and expectations (Huber, 2001, p.76),
as well as practices (McDermott and O’Dell, 2001, p.77) common to all or to
the great majority of the members in an organisation (Rodriguez et al., 2003,
p-139).
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Culture can be divided into three layers: explicit artifacts and products (the outer
layer); norms and values (the middle layer); and implicit assumptions about
existence (the core). The different layers are not independent from one another, but
are complementary (Trompenaars and Hampden-Turner, 1997). Accordingly,
organisational culture is evidently reflected in the visible aspects of the organisation,
like its mission, espoused values, structure, stories, spaces, artefacts and products
(McDermott and O’Dell, 2001; Trompenaars and Hampden-Turner, 1997). The
explicit culture symbolises deeper layers of culture (Trompenaars and Hampden-
Turner, 1997). For instance, multi-layered hierarchies or flat structures say
something about the core values that direct the organisation’s designers, and the
expectations of its members; the stories that circulate through the organisation often
reflect important aspects of the culture (Sutton, 2001; McDermott and O’Dell,
2001). Organisational norms and values are tightly connected to members of the
organisation, embedded in the way they act, what they expect of each other and how
they make sense of each other’s actions (Ribiere and Sitar, 2003; McDermott and
O’Dell, 2001; Trompenaars and Hampden-Turner, 1997). Finally, implicit
assumptions are rooted in organisational behaviours. Often they are not only
unarticulated, but also taken-for-granted and invisible to members of the
organisation (Trompenaars and Hampden-Turner, 1997; McDermott and O’Dell,
2001). Overall, the organisational culture guides the members’ day-to-day working
relationships, and determines what kind of behaviour is acceptable or not, and how

power and status are allocated (Ribiere and Sitar, 2003).

Generally, organisational culture serves three functions: legitimisation, motivation,
and integration. Firstly, it provides members of the organisation with socially
legitimate patterns of interpretation and behaviour for dealing with the
organisation’s problems. Secondly, it provides members of the organisation with a
hierarchical motivational structure that links their identity to relevant roles and

values. Finally, it provides members of the organisation with a symbolically
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integrated framework that regulates social interaction and goal attainment through

the creation of meanings (Abou-Zeid, 2002).

The review of literature on KM and organisational learning shows that there is a

strong emphasis on the importance of culture in organisations (Browaeys and Baets,

2003). For example, De Long and Fahey (2000) have identified four ways in which

culture influences the behaviours central to knowledge creation, sharing, and use.

The four ways are listed as follows (Abou-Zeid, 2002):

e First, it shapes assumptions about which knowledge is worth managing.

e Second, it defines knowledge structure, that is, how knowledge is distributed and
utilised within the firm. Furthermore, it forms the relationships between
individual and organisational knowledge, determines who is expected to control
specific knowledge, as well as who must share it and who can hoard it.

e Third, it creates, through rules and practices, the context for social interaction
that determines how knowledge will be used in particular situations.

e Finally, it shapes the processes by which new knowledge is translated into
action.

Therefore, organisational culture can significantly promote or hinder KT in

organisations (Ford and Chan, 2003; Edwards and Kidd, 2003; Rodriguez et al.,

2003).

Organisational culture that can drive members of the organisation to have high
propensity to share knowledge is very important. In an organisation with a
knowledge-sharing culture, people would share ideas and insights because they see
it as natural, rather than something they are forced to do. They would expect it of
each other and assume that sharing ideas is the right thing to do (McDermott and
O’Dell, 2001). However, without an appropriate culture, knowledge sharing is, at
best, very difficult and very limited (Davenport and Prusak, 1998; Ford and Chan,
2003). A lot of issues, for instance, the giver might hoard knowledge; and the

recipient does not like to use the giver’s ideas for fear it makes him appear less
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knowledgeable (See details in Table 2.1); people like to consider themselves experts
and prefer not to collaborate with others (Bender and Fish, 2000); or the recipient
lacks motivation to seek or accept knowledge from the outside (Szulanski, 2000,

Goh, 2002), would be more likely to happen.

A problem-seeking and problem-solving culture is also very important. It could
encourage all employees to identify their knowledge gaps and sources, and adopt an

attitude of continuous improvement and learning (Goh, 2002).

Moreover, leadership plays a key role in maintaining and evolving a culture (Ribiere
and Sitar, 2003; Goh, 2002). Leadership can be defined as “influencing others to
work willingly towards achieving objectives, to implement the company’s plans”
(Ribiere and Sitar, 2003, p.43). It means crystallising a direction for employees and
making them want to follow the leader in achieving the leader’s goals. So,
leadership can significantly promote or hinder KT in organisations. If leadership has
strong commitment to sharing knowledge in the organisation, it can establish some
key conditions required to facilitate KT, and use a number of powerful mechanisms,
including what it pays attention to, measures, controls, how it reacts to a range of
crises, and whom it recruits, promotes and rewards. All these conditions and
mechanisms send important messages about the kind of organisation the leadership
is running, engender trust and respect, instil a cohesive and creative culture, and thus
influence the behaviour of employees closer to those of the learning organisation
(Ribiere and Sitar, 2003; Desouza, 2003). However, if the leadership lacks the
commitment to sharing organisational knowledge, the organisation would be unable

to effectively transfer and leverage knowledge (Desouza, 2003).

As well as these key factors, Goh (2002) further argues that the following factors
also have significant influences on the ability to transfer knowledge. These factors

are:
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e Support structures This factor can be broken down into four areas —
technology, training and skill development, rewards, and organisational design.
Of them, an important point is that the organisation should be designed in a way
that encourages teamwork or cross-functional work teams as the norm. Another
important point is that a reward system should be set up to encourage knowledge
sharing between individuals or groups.

e Absorptive and retentive capacity When encouraging KT, the organisation
has to ensure that both parties to the transfer process have necessary knowledge
base to learn, and to understand each other.

o Types of knowledge The type of knowledge transferred needs to be considered,

and matched to the process used to make the transfer.

Goh (2002) then integrates all these factors to form a conceptual framework (See
Figure 2.5) that explains how effective KT can be managed in an organisation. This
framework clearly demonstrates the relationships among the key factors, and
obviously stresses the importance of the organisational culture that leads individuals
or groups to have higher propensity to share knowledge. To create such an
organisational culture, Goh (2002) suggests, also coinciding with a lot of researchers
and practitioners (Wiig, 1995; Nonaka and Takeuchi, 1995; Allee, 1997b;
Greengard, 1998; Nonaka and Konno, 1998; Davenport and Prusak, 1998; Pan and
Scarbrough, 1998; Senge, 1998; Snowden, 1998; Bender and Fish, 2000;
Martensson, 2000; Lind and Seigerroth, 2000; Connell et al., 2003), the following
measures:
® A co-operative and collaborative culture should be created. A fundamental
variable in co-operation between groups or individuals is level of trust.
Certainly, a climate of low trust will result in poor co-operation, which in turn
will reduce the frequency of communication and the degree of willingness to
share knowledge. A high level of trust is therefore an essential condition for a

willingness to co-operate.
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Figure 2.5 An Integrative Framework — Factors Influencing Effective KT (Goh, 2002)
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e There is also a need to foster a culture of problem-seeking and problem-solving.
An experimenting and innovative culture encourages employees to look for
problems as a way to improve the organisation. Failures in experimentation
should be expected and tolerated, and treated as learning lessons by employees
and the organisation.

¢ Effective mechanism for encouragement and rewards should be set up, so that
employees know that their knowledge and expertise is valued, and hence to
communicate and share their knowledge and expertise. The mechanism must not
be focused purely on financial results or outcomes that are based on competition
between groups in the organisation. It should be broadly based on other criteria,

such as successful knowledge sharing, co-operation, and teamwork.

Goh (2002) further contends that leaders play an important role in implementing
these measures. Leaders themselves should show a willingness to share knowledge
freely, and to seek it from others in the organisation. They have to convey the
attitude that knowledge to solve organisational problems and improve the
organisation’s effectiveness can exist at any level of the organisation and not
exclusively in the upper levels of the hierarchy. Through their visible actions,
leaders can encourage a willingness in other employees to emulate them (Huber,
2001). Then a strong culture of experimentation together with high trust and a
collaborative and co-operative climate may be created. The mechanism for

encouragement and rewards also needs to be developed by leaders.

In summary, this framework is developed from an organisational perspective, and
can help organisations, particularly their leaders, have a good understanding of how
effective KT can be managed in an organisation. However, this framework, together
with the foregoing frameworks (i.e., Szulanski’s (2000) model, and Lind and
Persborn’s (2000) model), have a common drawback that the connections between

different levels (i.e., individual, group and organisational levels) have not been



Chapter 2: Background Literature 43

clearly demonstrated, although Szulanski (2000) and Goh (2002) also mention the
impacts from individuals or groups to the whole organisation. Both Szulanski’s
(2000) and Lind and Persborn’s (2000) models are good at describing the processes
of KT between the same levels (i.e., individual or group levels), but not so strong at
between different levels. This drawback is much concerned. The reason is that a
successful KT for an organisation should improve its business performance
(Davenport and Prusak, 1998; Szulanski, 2000). From the organisational
perspective, the top management of an organisation should set up the connection
between an individual’s (or group’s) knowledge contribution and the organisational
business improvement. The drawback demonstrates that KM, as an emerging
discipline (Ives et al., 1997), is not so helpful in building up such connections.
Therefore, a lot of scholars (e.g., Nonaka and Takeuchi, 1995; Wathne et al., 1996;
Albino et al., 1999; Bender and Fish, 2000; Chen et al., 2002; Mohr and Sengupta,
2002; Bogenrieder, 2003) try to fill this gap by means of organisational learning
(See details in Section 2.3) which is very strong at building up the connections

between different levels of KT.

2.2.4 Inter-organisational KT

From Section 1.1.3, it is known that inter-organisational KT poses a double-edged
sword to the organisations (Mohr and Sengupta, 2002), they have to face the
‘boundary paradox’ (Quintas er al., 1997; Beeby and Booth, 2000; Chen et al.,
2002; Mohr and Sengupta, 2002). This makes KT between organisations more
complicated and harder than within an organisation, and more difficult to
understand. It is thus beneficial if an inter-organisational KT framework can be
developed and the appropriate strategies to address the ‘paradox’ can be explored so
that the organisations could have better understanding of the KT process. To realise
these objectives, it is necessary to review the current literature about the types,

frameworks and strategic issues of inter-organisational KT.
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Types of Inter-organisational KT

There are many types of inter-organisational KT, but there is no widely-accepted
classification of them. Researchers normally decide their own classifications
according to their aims and objectives. For example, Appleyard (1996) classifies
knowledge exchange between firms in terms of access to and use of the shared
knowledge. He argues that access to knowledge can occur either through public
channels: patents, newsletters, popular press, trade journals and conference
presentations; or through private channels: e-mail, telephone, face-to-face meetings,
visits to other companies, and benchmarking studies. Even if access to knowledge is
public, its use may be restricted by legal constructs, such as patents or nondisclosure
agreements. He therefore classifies knowledge exchange between firms into four
types: public but restricted, public and unrestricted, private and restricted, private
but unrestricted. Similarly, this research will set its own classification that is derived

from the following classification.

Through observing the know-how trading among US steel minimill firms, von
Hippel (1987) found out an interesting phenomenon - individual employees
encounter some technical problems that could not be sorted out by themselves,
might frequently get the needed technical knowledge or advice from colleagues or
friends working in other firms (including direct competitors) through their private
relationships. Similar exchange relationships are also frequently found in other
industries, such as semiconductor (Schrader, 1991). von Hippel (1987) defines this

phenomenon as informal know-how trading.

von Hippel (1987) treats agreements to license or sell proprietary technical

knowledge as formal know-how trading. He further distinguishes informal know-

how trading from the formal as follows:

e fransaction costs in informal know-how trading system are low because
decisions to trade or not trade proprietary know-how are made by individuals;

but in the formal, the decisions are made by management.
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the value of a particular traded module in the informal is too small to justify an
explicit negotiated agreement to sell, license or exchange; but the traded module

in the formal is generally of considerable value relative to its transaction costs.

Three important points can be induced from this classification and distinction:

It is known that know-how trading belongs to inter-organisational KT. von
Hippel’s (1987) classification on know-how trading actually implies that inter-
organisational KT may be classified into two types: informal and formal.
According to common sense, as well as informal know-how trading, informal
inter-organisational KT may also include informal meetings, oral commitments
and telephone conversations, and so on. The difference between informal know-
how trading and informal meetings or conversations is that the former involves
explicit inquiries and answers, but the latter may not. People may join informal
meetings or conversations just for the purpose of developing or maintaining
social relationships, don’t have specific problems to be sorted out, but can still
get knowledge from these activities (Desouza, 2003). Similarly, as well as
formal know-how trading, formal inter-organisational KT also contains other
activities such as agreements to perform R&D co-operatively, formal meetings,
conferences and seminars, and so on.

Formal know-how trading is authorised by the management of both giving and
receiving organisations. In contrast, the informal know-how trading need not be
authorised by the management of either organisation (von Hippel, 1987). In fact,
between these two extremes, there is another type: KT only needs to be
authorised by the management of one organisation, but not by the management
of another one. So, from the management’s authorisation perspective, inter-
organisational KT activities may be distinguished by three types: management-
authorised (i.e., the KT is authorised by the management of both giving and
receiving organisations); one-side-management-authorised (i.e., the KT is only

authorised by the management of one organisation, but not by the management
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of another one); non-management-authorised (i.e., the KT is not authorised by
the management of either of the two organisations).

e In addition, an inspiration arisen from the informal know-how trading is that the
management of a SME may also involve a lot of informal activities, such as
informal meetings, oral commitments and telephone chats, and so on. This case
can be treated as the management authorises himself to join the KT activities.
Conversely, the employees of the SME may join some formal meetings,
conferences and seminars by themselves, without being authorised by their

management.

According to these three points, the dimension of management-authorised is known

to intersect the dimension of formal-informal, which is illustrated in Figure 2.6.

There are six zones (I, II, III, IV, V and VI) in Figure 2.6. Formal and informal
know-how trading belong to zones I and VI respectively. Because informal know-
how trading is relatively the subject of considerable attention in the literature (von
Hippel, 1987; Schrader, 1991; Carter, 1989), this research tries to address the issues
‘related to formal know-how trading. However, compared to informal know-how
trading, the formal know-how trading in large businesses is known to be inactive
(von Hippel, 1987), and thus even less so in SMEs. The coverage of the research is
very narrow if it just focuses on the formal know-how trading, or even the whole of
zone I. So, this study will extend its coverage to zone II; it will focus on zones I and
IT (See yellow boxes in Figure 2.6). In other words, no matter whether it is formal or
informal, the inter-organisational KT will be studied as long as it is authorised by
the management of both giving and receiving organisations, i.e., management-

authorised.
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Non-management-
authorised
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I
Formal know-how trading;
agreements to perform R&D
co-operatively; formal
meetings, conferences and
seminars; etc.

IT
Informal meetings; oral
commitments; telephone
chats; etc.

11
Formal meetings, conferences
and seminars; etc.

IV
Informal meetings, chats;
etc.

Vv
Formal meetings, conferences
and seminars; etc.

VI
Informal know-how
trading; informal meetings,
chats; etc.

Figure 2.6 The Types of Inter-organisational KT

Frameworks for Inter-organisational KT

The evidence from the literature demonstrates that there are several articles (Mohr

and Sengupta, 2002; Abou-Zeid, 2002; Preece, 2000; Dalley and Hamilton, 2000;

Albino et al., 1999; Khanna et al., 1998) that involve inter-organisational KT

frameworks.

Preece (2000) proposes an inter-organisational KT framework for the development

and evaluation of online communities. The framework is composed of two concepts:

usability and sociability. Usability is concerned with developing computer systems

to support rapid learning, high skill retention, low error rates, and high productivity.
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They are consistent, controllable, and predictable, which makes them pleasant and
effective to use (Preece, 2000). Sociability is concerned with planning and
developing social policies which are understandable and acceptable to members, to
support the community’s purpose (Preece, 2000). Obviously, sociability focuses on
social interaction, and usability focuses on human-computer interaction, they work
for online communities, but cannot be used for other inter-organisational KT

activities.

Khanna et al. (1998) use ‘private benefits’, ‘common benefits’ and ‘relative scope’
as a framework to show how the tension between co-operation and competition
affects the dynamics of learning alliances. A firm’s relative scope refers to the ratio
of the market scope of the alliance to the total set of markets in which the firm is
active. The relative scope lies between 0 and 1 (Khanna et al., 1998). For example,
two firms, A and B, form a learning alliance (See Figure 2.7). The relative scope of
the firm A is equal to Rmsa/Rtmsa. Apparently, the relative scope is closer to 0 the
smaller the market scope of the alliance, which means that the firm A has less
common benefits with the firm B; the relative scope is 1 if the firm A has no
interests in markets not covered by the alliance. Therefore, the greater the relative
scope, the higher the common benefits and the lower the private benefits (Khanna et
al., 1998). ‘Private benefits’ and ‘common benefits’ differ in the incentives that they
create for investment in learning. This framework targets learning alliances that is a
long-term inter-organisational KT activity, and may not be suitable for short-term

KT activities.

Albino et al. (1999) suggest a framework that contains four factors (i.e., actors,
context, content and media) to analyse KT among firms in an industrial district that
contains some SMEs. Although this framework seems to be generally applicable for
a lot of inter-organisational KT activities, it still has some drawbacks. For example,
the framework does not take in the process view advocated by Szulanski (2000);

does not target the ‘boundary paradox’; and does not establish the connections
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between different levels of KT (i.e., individual, organisational and inter-

organisational levels).

Rtmsa Rmsa

Rtmsa = the total market scope of the firm A (i.e., the whole shaded area)

Rmsa = the market scope of the alliance (i.e., the area containing oblique lines)

Figure 2.7 An Example of the Learning Alliance

To manage the ‘boundary paradox’, Mohr and Sengupta (2002) develop a
framework that has three components: ex ante relationship conditions, governance
mechanisms and effective KT. The underlying conditions include factors such as
partner’s learning intent, type of knowledge sought and anticipated duration of the
partnerships. They argue that effective KT takes place if there is a fit between the
underlying conditions and the governance mechanisms. However, this framework
fails to address the strategic issues related to the ‘paradox’ at two levels (i.e., inter-
organisational level and inter-employee level) and from the two perspectives
suggested by Mohr and Sengupta (2002) (i.e., how to learn from a partner, and

teaching a partner how to learn — see details under the sub-heading ‘Strategic Issues
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of Inter-organisational KT in Section 2.2.4) although it explicitly claims that the
‘paradox’ is its target. Furthermore, the coverage of this framework is definitely
narrow, it just focuses on the ‘paradox’ and cannot be used to describe the whole

process of inter-organisational KT.

From a cross-context perspective, Dalley and Hamilton (2000) use culture,
communication and learning as a framework to analyse KT from an advisor to a
SME. They argue that before knowledge can impact the core beliefs of the small
business, the precursor information must survive the screening provided by the three
layers of context. They further point out that contextual compatibility is necessary

for the successful transfer of knowledge from the advisor to the small business.

To target KT between subsidiaries in a multi-national corporation, Abou-Zeid
(2002) suggests an inter-organisational KT framework that has three components:
knowledge-outflow from source subsidiary, knowledge-transfer mechanisms, and
knowledge-inflow target subsidiary. He further discusses the factors that affect the
components from a cross-culture perspective. For instance, Abou-Zeid (2002)
submits that the choice of knowledge-transfer mechanism should depend upon the
three factors, meaning the type of knowledge to be transferred; the intended business
uses of the knowledge to be transferred; and the target subsidiary organisational

context, such as the breadth of knowledge dissemination.

Based on the analysis on these frameworks, a comparison table can be made as the
following Table 2.2.

According to Table 2.2, there are several important points worthy of being noted:

e These frameworks do not take in the process view advocated by Szulanski
(2000), although their authors (e.g., Mohr and Sengupta (2002), Albino et al.
(1999)) agree that KT has a process characteristic. Therefore, the complexities
and difficulties embedded in the KT cannot be fully reflected.
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e The connections between different levels of KT (i.e., individual, organisational

and inter-organisational levels) haven’t been set up although some authors (e.g.,

Mobhr and Sengupta (2002) and Albino et al. (1999)) analyse inter-organisational

KT by means of the theory of organisational learning.

Table 2.2 The Comparisons between the Frameworks

Taking in the | Establishing | Targeting | Being Involving | Involving
process view | connections | the concerned | the the cross-

Frameworks | advocated by | between ‘boundary | with theory of | context or
Szulanski different paradox’ | SMEs social Cross-
(2000) levels of KT network | culture

issue

Preece’s No No No No Yes No

(2000)

framework

Khanna et No No No No Yes No

al.’s (1998)

framework

Albino et No No No Yes Yes No

al.’s (1999)

framework

Mohr and No No Yes No No No

Sengupta’s

(2002)

framework

Dalley and No No No Yes No Yes

Hamilton’s

(2000)

framework

Abou-Zeid’s | No No No No No Yes

(2002)

framework

e Of the six frameworks, only one targets the ‘boundary paradox’, but fails to

address it at the two levels (i.e., inter-organisational level and inter-employee

level) and from the two perspectives suggested by Mohr and Sengupta (2002)

(i.e., how to learn from a partner, and teaching a partner how to learn). In other

words, all frameworks are not helpful for the organisations to strategically

address the ‘paradox’ at the two levels and from the two perspectives.
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¢ Of the six frameworks, only two are concerned with SMEs (Albino et al., 1999).

e Of the six frameworks, three clearly involve the theory of social network (See
details in Section 2.4), which demonstrates a phenomenon that the theory of
social network is attractive to some researchers when studying inter-
organisational KT issues. The reasons can be seen in Section 2.2.5.

e (Cross-context or cross-culture becomes an issue (Details will be introduced

later) for inter-organisational KT.

Based on this review, a conclusion can be drawn that the current frameworks cannot
fully reflect the complexities and difficulties embedded in KT between
organisations, and are not helpful for the organisations to strategically address the

‘paradox’ at the two levels and from the two perspectives, particularly for SMEs.

Strategic Issues of Inter-organisational KT

Increasing attention (von Hippel, 1987; Carter, 1989; Albino ef al., 1999; Dyer and
Nobeoka, 2000; Parker and Vaidya, 2001; Grundmann, 2001; Chen er al., 2002) is
paid to the strategic issues related to the ‘boundary paradox’, however, most of them
have “not explicitly addressed the paradox” (Mohr and Sengupta, 2002, p.297).
Only a few studies (Schrader, 1991; McEvily er al., 2000; Mohr and Sengupta,
2002; Appleyard, 1996) explicitly discuss the strategies.

McEvily et al. (2000) propose some KT strategies that suggest firms use their
marketing powers or superior business performances through strategies, such as
continuous improvement, lock-in, and market deterrence to prevent their
competitive advantages from being substituted by other firms. On the basis of their
framework, which highlights the role of firms’ governance mechanisms in dealing
with the ‘paradox’ of inter-firm learning, Mohr and Sengupta (2002) identify several
important factors, such as the partner’s learning intent, the type of knowledge
sought, and the designed duration for the collaboration for the inter-firm learning

from a strategic perspective. They further contend that the combination of the three
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factors may produce eight different situations that have different risks for the focal
firm, and thus propose appropriate governance strategies to match the different
situations. Assuming that employees trade know-how (or information) in accordance
with the economic interests of their firms, Schrader (1991) identifies availability of
alternative information sources, degree of competition, impact of information on
domains of competitive importance, and value of transferred information to
information receiver as important factors that should be taken into account by the
employees when they decide whether to transfer information (or know-how) to
counterparts from other firms. Appleyard (1996) argues that the decision whether or
not to share knowledge with another company depends on whether the expected
benefits from relinquishing the monopoly over the knowledge outweigh the

expected costs. If yes, even rivals may share knowledge.

Obviously, McEvily et al.’s (2000) strategies may not be suitable for SMEs because
of their limited market power and expertise. The strategies proposed by Mohr and
Sengupta (2002) seem to be more suitable for large businesses. The works of both
Schrader (1991) and Appleyard (1996) are also derived from or on the basis of large
firms. The literature on informal knowledge trading (Schrader, 1991; von Hippel,
1987; Carter, 1989) focuses on studying KT through employees’ private relationship
networks, without company management’s authorisation, and “the authors tend to
assume that only direct solutions to specific problems are sought through these
channels” (McEvily et al., 2000, p.307). So, very little literature exclusively
addresses the ‘paradox’ for SMEs, fewer for the management-authorised type, the

relevant strategic issues have been largely neglected.

Nonetheless, this stady may still draw lessons from the works of Schrader (1991),
Mohr and Sengupta (2002) and Appleyard (1996), not only from their strengths, but
also from their weaknesses. Their strengths are the identified factors that can
provide clues or inspirations for the strategic analysis for SMEs. Their weaknesses

are that they failed to reflect or address the issues raised by von Hippel (1987), and
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Mohr and Sengupta (2002). von Hippel (1987) contends that inter-firm KT
strategies are “more complex than those envisioned in a simple, two-party Prisoner’s
Dilemma” (p.301) and have “multiple layers of trading incentives and strategies
active in a single trading entity as well” (p.301). Mohr and Sengupta (2002, p.298)
also argue that, “there may be subtle but important differences in learning from a
partner compared to teaching a partner. Similarly, there may be value in exploring
issues — about how to learn from a partner as well as teaching a partner how to
learn.” Accordingly, this paper will try to explore the strategic issues for SMEs at
two levels (i.e., inter-organisational level and inter-employee level) and from the
two perspectives suggested by Mohr and Sengupta (2002) (i.e., how to learn from a

partner, and teaching a partner how to learn — see details in Section 3.4).

Influences of Cross-Cultural Differences on Inter-organisational KT

Knowledge is context-based, therefore, the transfer of knowledge is constrained by
the cultural context in which it is embedded. Moreover, in many cases, explicit
knowledge may not be meaningful without the creation or generation of relevant
contexts, and its transfer may again be limited. Therefore, the effect of the culture
context on the inter-organisational KT process cannot be overlooked (Abou-Zeid,
2002). Rodriguez et al. (2003) also argue that, “Learning between organisations will
require attention to processes of how divergences of perspective and organisational
and national cultures impact on the learning processes and on content issues”
(p.138). Ford and Chan (2003) further contend that, “knowledge sharing may ... be
the most susceptible to effects of cross-cultural differences within a company”
(p.12). However, how cross-cultural differences influence KT has indeed received
too limited research attention (Edwards and Kidd, 2003; Ford and Chan, 2003; Zhu,
2004).

According to the definition of organisational culture in Section 2.2.3, it is impossible
to find two organisations that have the same set of values, beliefs, attitudes,

aptitudes, ideas, aspirations, rationalities, norms, expectations and practices. So,
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cultural diversity between organisations is logical (Rodriguez et al., 2003).
Moreover, a national culture is definitely different from another one. Therefore,
inter-organisational KT partners tend to suffer from their organisational culture

differences, and national culture differences if they are from different countries.

“Research on cultural-institutional effects upon KM, already limited, has
predominantly focused on the level and the domain of business joint ventures and
international headquarters-subsidiaries relations” (Zhu, 2004, p.75). Which means
that cross-national cultural differences have received relatively more attention. The

following is such an example.

Czarniawska and Joerges (1996) developed a translation model (See Figure 2.8) that
is orientated towards cross-national cultural differences. According to the model,
within a single cultural context, for example, the national culture A, an idea may
experience the following translation process: it first arises in the local time/space;
then is translated (or objectified) into an object such as a text, or picture, or
prototype. The object is further translated into an action; the action is then
translated, repeated, and finally stabilised into an institution. But, as the idea travels
into another national cultural context, such as national culture B, it is first objectified
at a given place and moment and then disembedded from the cultural context A. It
experiences different moments and places, and has finally arrived at a new place
(i.e., the national culture B). It must be filtered by the context screening (e.g.,
different language, different communication system and unequal attitudes regarding
work) and re-embedded into this new context; then it is translated into an action, and
then followed into an institution. This model reflects the influences of the cross-

cultural difference on KT.

Compared to the cross-national cultural differences, the cross-company cultural
differences are much more neglected (Zhu, 2004). However, most UK SMEs are

mainly involved in the businesses with their domestic partners, and suffer from their
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organisational cultural differences. So, this research will focus on cultural

differences between organisations.

National Culture B T
Idea > Object > Action > Institation ....
4
(reembedding)
Sent/Translated
(disembedding)

Idea » Object > Action > Institution ....

National Culture A

Figure 2.8 Czarniawska - Joerges Translation Model
(Czarniawska and Joerges, 1996)

As well as the ‘boundary paradox’ (Quintas et al., 1997), there is also a ‘cultural
paradox’ for inter-organisational KT. That is, the cultural distance between
organisations increases the difficulties in their interactions since, the greater it is, the
bigger the differences in their organisational and administrative practices, in the
employees’ expectations and in the interpretation and answer to the strategic
problems (Rodriguez et al., 2003). It therefore increases the difficulty of performing
KT processes successfully (Davenport and Prusak, 1998; Ford and Chan, 2003;
Connell et al., 2003; Edwards and Kidd, 2003; Rodriguez et al., 2003). However,
the cultural distance can stimulate high-level (inter-organisational) learning

(Rodriguez et al., 2003). Ample similarities in the organisational cultures of the
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partners make their KT easy (Dalley and Hamilton, 2000; Connell et al., 2003;
Rodriguez et al., 2003; Ford and Chan, 2003), but limit learning possibilities
(Rodriguez et al., 2003; Zhu, 2004). Zhu (2004) thus submits that, “cultural
differences and diversity are important sources for KM competence rather than

obstacles to be overcome” (p.67).

Trust is supposed to mitigate the negative effects of cultural differences between
organisations, since what can have a negative effect, can be turned later into an
invigorating factor of learning of a higher level, whenever it is accompanied by trust
between partners (Rodriguez et al., 2003). So, trust, again, is a key element and

cannot be completely separated from culture (Edwards and Kidd, 2003).

Inspirations from Other Relevant Literature

Skandalakis and Nelder (1999) suggest that SMEs apply a benchmarking process
that consists of three steps — performance measurement (i.e., measuring internal
performance), performance positioning (i.e., positioning the company against
external practices) and KT (i.e., acquiring knowledge from the better practice) to
improve their knowledge deficiency. The specific benchmarking activities may
include consultancy visits, training and visits to exemplar enterprises (Skandalakis
and Nelder, 1999). The suggestion provides this study with a clue that SMEs’ inter-
organisational KT needs may be partly confirmed through the identification of

whether they involve these benchmarking practices.

2.2.5 The Connections among Inter-organisational KT,
Organisational Learning and Social networks

Inter-organisational KT and Organisational Learning
According to its definition, KT means that knowledge is transferred from the
giver(s) (person, group (team) or organisation) to the recipient(s) (person, group

(team) or organisation) (Alavi and Leidner, 2001; Lind and Seigerroth, 2000; Lind
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and Persborn, 2000; Bender and Fish, 2000; Albino et al., 1999; Shariq, 1999;
Davenport and Prusak, 1998). In fact, KT is a process that the recipient learns from
the giver. So, inter-organisational KT is actually the process of organisations
learning from each other, i.e., inter-organisational learning (Rodriguez et al., 2003;

Chen et al., 2002). Both of them are directly connected with each other.

Furthermore, the evidence from Section 2.2.3 shows that KM, as an emerging
discipline (Ives et al., 1997), is not so helpful in building up the connections
between different levels (i.e., individual, group and organisational levels) that are
very useful for an organisation to measure an individual’s (or group’s) contribution
to its KT success. This gap is believed to be filled by drawing support from the
theory of organisational learning that is very strong at setting up the connections

between different levels of KT.

The previous two points make both (inter-)organisational KT and organisational

learning tightly intertwined so that it is difficult to separate them in certain literature.

Underpinned by Social Networks

Evidence from Section 2.2.4 and other literature (e.g., Tidd, 1993; Appleyard, 1996;
Mowery et al., 1996; Liebeskind, 1996; Senker and Sharp, 1997; Khanna et al.,
1998; Beeby and Booth, 2000; Dyer and Nobeoka, 2000; Parker and Vaidya, 2001;
Jones et al., 2001; Chen et al., 2002; Chen et al., 2003a) demonstrates that there is a
recent trend in which a rather part of the literature related to inter-organisational KT
or inter-organisational learning (See details in Section 2.3) involves social networks.
The reason is that relationships, particularly trust, between individuals, or
organisations, etc. play an important role in inter-organisational KT or inter-
organisational learning. Good understanding of the relationships is very important
for the study on inter-organisational KT or inter-organisational learning.

Fortunately, the relationship is a major area of social network theory, and has been
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well studied. It is thus not strange that relevant studies on inter-organisational KT or

inter-organisational learning draw support from the social network theory.

Drawing Support from Knowledge, Inter-organisational KT and Inter-
organisational Learning

Conversely, in what is becoming known as the ‘knowledge-based-view of the firm’,
knowledge is seen as the resource on which firms base their competitive strategies.
The key role of the firm is in creating, storing, and applying knowledge (Kogut and
Zander, 1992; Conner and Prahalad, 1996; Grant, 1996) rather than simply reducing
transaction costs (Dyer and Nobeoka, 2000). KT thus becomes very important for
the firm as it is regarded as a precursor to knowledge creation (Nonaka and
Takeuchi, 1995) and an essential part of KM (Alavi and Leidner, 2001; Nissen ez al.,
2000; Beijerse, 2000; Despres and Chauvel, 1999; Nissen, 1999; Davenport and
Prusak, 1998; Gartner Group, 1998). This view provides a strong basis for the
theory of organisational learning. In such an open society, firms have to actively
involve knowledge exchange with the outside world to develop and maintain their
competitive advantage. Inter-organisational learning is thus recognised as critical to
competitive success, and enhances the formation of social networks (Dyer and
Nobeoka, 2000; Grundmann, 2001). Norms, values, tacit knowledge, trust and face-
to-face interaction are seen to play a key role in the formation of networks (Parker
and Vaidya, 2001; Grundmann, 2001). Therefore, knowledge, KT and organisational
learning have been the subject of an increasing amount of attention in the field of

social networks since the early 1990s.

The previous discussion claims that inter-organisational KT, inter-organisational
learning and social networks draw mutually from each other. This trend shows that
the theories of organisational learning and social networks can be helpful for this
research. The former can be used to establish the connections between different
levels (e.g., individual, organisational and inter-organisational levels), and the latter

used to study the relationships embedded in the connections.
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2.2.6 The Summary for the Review on KT

Based on this review on KT, several important points can be summarised as follows:

The literature mainly focuses on KT within an organisation. Thus far, only a
small proportion of the literature examines KT between organisations. Further,
from this body of knowledge, little consideration is given to SMEs.

Compared to KT between organisations, KT within an organisation has received
relatively systematic study. Within this area, the issues related to each level (i.e.,
individual, group and organisation) are positively explored and addressed by
corresponding frameworks. However, the connections between different levels
have not been clearly established. This weakness is of much concern because,
from the organisational perspective, the top management of a company would
like to know the connection between an individual’s (or group’s) knowledge
contribution and the organisational business improvement. The weakness is
thought to be solved, to a certain extent, by means of organisational learning
which is very good at building up the connections between different levels of
KT.

Szulanski’s (2000) framework is believed to be applicable for KT from
individual to individual, although it is only empirically evaluated for between
groups. The empirical results demonstrate that the process view advocated by
Szulanski (2000) does help organisations gain a better understanding of the
complexities and difficulties in KT.

Inter-organisational KT activities may be distinguished by three types:
management-authorised, one-side-management-authorised and non-
management-authorised. Informal know-how trading that belongs to the type of
non-management-authorised is relatively the subject of considerable attention in
the literature, however, formal know-how trading has received negligible
research. This study thus tries to address the issues related to management-
authorised inter-organisational KT that cover formal know-how trading.

The evidence from the literature shows that the current inter-organisational KT

frameworks do not take the process view, thus cannot fully reflect the
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complexities and difficulties embedded in KT between organisations, and few of
them involve SMEs.

e The current frameworks and other literature involving the strategic issues of
inter-organisational KT have not been helpful for the organisations to address, or
have not addressed the ‘boundary paradox’ at two levels (i.e., inter-
organisational level and inter-individual level) and from the two perspectives
suggested by Mohr and Sengupta (2002) (i.e., how to learn from a partner, and
teaching a partner how to learn).

e The cultural distance between organisations increases the difficulties in their
interactions, and thus increases the difficulty of performing their KT processes
successfully. Therefore, the influences of the organisational cultural differences
on knowledge exchange between organisations cannot be overlooked.

e Inter-organisational KT, inter-organisational learning and social networks draw
mutually from each other. Therefore, the theories of organisational learning and
social network are helpful for this research. The former can be used to establish
the connections between different levels (e.g., individual, organisational and
inter-organisational levels), and the latter used to study the relationships
embedded in the connections.

e In summary, inter-organisational KT is much more complicated than within an
organisation, but much neglected, particularly for SMEs. Previous writing on
this topic has dealt with this issue only in a fragmented way (Goh, 2002, p.30).
Therefore, this research will systematically study management-authorised inter-
organisational KT through the following ways: the framework will be developed
by means of the process view, organisational learning and social networks so
that the complexities and difficulties embedded in the KT, and relationships
between different levels, can be demonstrated; the framework to be developed
should be helpful for the organisations to strategically address the ‘boundary
paradox’ at the two levels (i.e., inter-organisational level and inter-employee
level) and from the two perspectives suggested by Mohr and Sengupta (2002)

(i.e., how to learn from a partner, and teaching a partner how to learn); the
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influences of cross-cultural differences on the inter-organisational KT process

will be taken into account in the framework.

From this summary, it is known that the connections between different levels for
inter-organisational KT will draw support from the theory of organisational learning,
and the relationships between these levels will be studied in terms of social
networks. Therefore the literature on organisational learning will be reviewed in the
next section (Section 2.3), and the review on social networks will be discussed in

Section 2.4.

2.3 Review on Organisational Learning

Holmgqvist (2003) argues that, “The two levels [i.e., intra- and inter-organisational]
of aggregations are closely tied together in mutual learning loops: thus, one cannot
understand intra-organisational learning without understanding inter-organisational
learning, and vice versa” (p.96). So, in order to have a better understanding of inter-
organisational learning that is the main target of this study, the literature on intra-

organisational learning will be reviewed as well.

2.3.1 Definition of Organisational Learning

Organisational learning has existed in our lexicon at least since Cangelosi and Dill
(1965) discussed the topic over 30 years ago (Crossan et al., 1999, p.522). Lately,
particularly during the first half of the 1990s, an upsurge in the number of
publications about organisational learning and an exponential growth in interest in
this topic by practitioners and academics alike was seen (Beeby and Booth, 2000).
Organisational learning is today widely touted as one of the crucial elements of
competitiveness (Schein, 1999). Although its popularity has grown dramatically,
little convergence or consensus on what is meant by the term, or its basic nature, has
emerged (Crossan et al., 1999; Kim, 1993), because different researchers have

applied the concept of organisational learning to different domains by different
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approaches (Crossan et al., 1999; Hong, 1999; Rodriguez et al., 2003). Therefore,
there are almost as many definitions as authors who have studied this subject
(Argyris and Schon, 1996; Rodriguez et al., 2003; Wang and Ahmed, 2003).
However, for the purpose of this research, the definition of organisational learning

will be taken from the account of Argyris and Schon (1996):

Organisational learning occurs when individuals within an organisation
experience a problematic situation and inquire into it on the organisational
behalf (Argyris and Schon, 1996, p.16).
A primary reason why companies learn is to deal with uncertainty in their markets
and technologies; the greater the uncertainties, the greater the need for learning
(Dodgson, 1993). Obviously, in such a fast change and turbulent society, companies
have to face the uncertainties, and would not exist without organisational learning
(Kim, 1993; Ortenblad, 2001).

According to this definition, organisations learn through individuals acting as agents
for them (Cavaleri, 2004; Ortenblad, 2001; Hong, 1999; Argyris and Schon, 1996).
Individual members experience a surprising mismatch between expected and actual
results of action and respond to that mismatch through a process of thought and
further action that leads them to modify their images of organisation or their
understandings of organisational phenomena. They restructure their activities so as
to bring outcomes and expectations into line, thereby changing organisational
theory-in-use (Wang and Ahmed, 2003). The new insights or theory-in-use are
embedded in the shared mental models of other organisational members or in the
organisational artefacts to make the learning become organisational (Hong, 1999).
Therefore, a central problem in the field of organisational learning refers to the
relationship between individual and organisational learning (Beeby and Booth,

2000), i.e., how individual learning is transferred to the organisation (Kim, 1993).

Moreover, there is an inherent assumption from the definition that learning will

improve future performance through the new insights or theory-in-use (Hong, 1999).
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Argyris and Schon (1996) submit that the new insights or theory-in-use arise from
single loop or double loop learning. However, they treat double loop learning as a
way of creating more robust knowledge (Blackman er al., 2004). Their concern is
that most organisations only undertake single loop learning which leaves the values
and norms underpinning a strategy or action unchanged. This lack of change may
prevent organisations from learning from their errors and potentially leads to failure
(Blackman et al., 2004). As aresult, Argyris and Schon (1996) advocate double loop
learning which promotes inquiry, challenging current assumptions and actions
(Blackman et al., 2004). To help organisations to pursue double loop learning, its
differences from single loop learning should be clarified. So, another central
problem is the distinction between the two types of learning (Beeby and Booth,
2000).

The following sections will review the two central problems first, and then other

issues related to (inter-)organisational learning.

2.3.2 Individual and Organisational Learning

Learning is the acquiring of knowledge or skill (Kim, 1993). Thus learning
encompasses two meanings: the acquisition of know-how or skill, which implies the
physical ability to produce some action; and the acquisition of know-why, which
implies the ability to articulate a conceptual understanding of an experience (Kim,
1993). Learning is the process of linking, expanding, and improving data,
information, knowledge and wisdom (Wang and Ahmed, 2003).

Individual learning means that an individual detects the discrepancy between actual
and expected results, and takes actions to correct the errors or challenge the
underlying assumptions (i.e., the acquisition of know-how or skill), and then, in
turn, improves his knowledge and understanding (i.e., the acquisition of know-why)
(Hong, 1999). Again, the important factors identified for the KT between individuals

(See details in Section 2.2.3), such as individual’s absorptive capacity, prior
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experience and expressiveness, will heavily influence the effectiveness of the
individual learning. It is worth noting that individual learning is not necessarily
positive or contributive to the organisation, because employees may learn something
negative to the organisation, or may learn to improve themselves, rather than benefit
the organisation (Wang and Ahmed, 2003; Argyris and Schon, 1996). Therefore,
individual learning is not sufficient. It is generally accepted that the acquisition of
knowledge by individuals does not represent organisational learning (Nonaka and
Takeuchi, 1995; Beeby and Booth, 2000; Wang and Ahmed, 2003). To achieve the
necessary cross-level effects, for example, successful organisational learning,
individual learning should be on the organisation’s behalf (Argyris and Schon, 1996;
Holmgqvist, 2003), and must be shared through communication which is supported
by institutional processes for transferring what is learned by individuals to the
organisation as well as for storing and accessing that which is learned (Beeby and
Booth, 2000).

It is individuals that make up an organisation (Argyris and Schon, 1996; Kim, 1993;
Beeby and Booth, 2000). Each organisational learning activity actually begins from
individual learning (Wang and Ahmed, 2003), so, individual learning is a necessary
condition for organisational learning that is institutionally embedded (Beeby and
Booth, 2000; Kim, 1993; Hong, 1999; Wang and Ahmed, 2003). However,
organisational learning does not mean that an organisation cannot learn independent
of any specific individual (Kim, 1993; Crossan et al., 1999; Wang and Ahmed,
2003), and also does not mean that all people in an organisation study the same
thing at the same time and same pace, but does mean that the organisation cannot
learn independent of all individuals (Kim, 1993; Crossan et al., 1999; Wang and
Ahmed, 2003). Further, organisational learning is not the simple sum of the learning
of its members (Dodgson, 1993; Crossan et al., 1999; Wang and Ahmed, 2003).
Shared norms and values are agreed to be indicative of organisational rather than
individual learning (Dodgson, 1993). Organisations do not have brains, but they

have cognitive systems and memories (Dodgson, 1993). Although individuals may



Chapter 2: Background Literature 66

come and go, and leadership may change, what they have learned as individuals or
in groups does not necessarily leave with them. Some learning is embedded in the
systems, structures, strategy, routines, rules/norms, procedures, documents, values,
culture and prescribed practices of the organisation, and investments in information
systems and infrastructure (Crossan et al., 1999; Dodgson, 1993; Ortenblad, 2001).
There is a common perspective that managing knowledge and learning requires the
realisation of synergies — a firm’s knowledge should be more than the sum of its
individuals’ knowledge (Beeby and Booth, 2000).

Organisational learning is multilevel (Crossan et al., 1999). Different researchers
may divide it into different levels, for instance, two levels (i.e., individual and
organisational levels) by Kim (1993), three levels (i.e., individual, group and
organisational levels) by Crossan et al. (1999), and four levels (i.e., individual, team,
interdepartmental group and organisational levels) by Coghlan (1997). No matter
how many levels are divided, the ultimate aim is to convert individual learning into
organisational learning. So it is crucial to know how to bridge these levels so that
the connection between individual and organisational learning can be set up. Once
we have a clear understanding of this transfer process (from individual learning to
organisational learning), we can actively manage the learning process to make it
consistent with an organisation’s goals, visions, and values (Kim, 1993). The
evidence from the literature demonstrates that there are several papers (Kim, 1993;
Coghlan, 1997; Crossan et al., 1999) that address this issue. Of them, the 4Is’
framework proposed by Crossan et al. (1999) is very impressive and is an important

contribution (Sun and Scott, 2003, p.207).

Crossan et al. (1999) submit that the process of organisational learning within an
organisation should be divided into four related sub-processes: intuiting,
interpreting, integrating and institutionalising ~ the so-called 4Is’ processes (See
Table 2.3). Intuiting is the preconscious recognition of the pattern and/or
possibilities inherent in a personal stream of experience. This process can affect the

intuitive individual’s actions, but it only affects others when they attempt to
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(inter)act with that individual. Interpreting is the explaining, through words and/or
actions, of an insight or idea to one’s self and to others. This process goes from the
preverbal to the verbal, resulting in the development of language. Integrating is the
process of developing shared understanding among individuals and of taking co-
ordinated action through mutual adjustment. Dialogue and joint action are crucial to
the development of shared understanding. This process will initially be ad hoc and
informal, but if the co-ordinated action taking place is recurring and significant, it
will be institutionalised. Institutionalising is the process of ensuring that routinised
actions occur. Tasks are defined, actions specified, and organisational mechanisms
put in place to ensure that certain actions occur. Institutionalising is the process of
embedding learning that has occurred by individuals and groups into the
organisation, and it includes systems, structures, procedures, and strategy (Crossan

et al., 1999).

Table 2.3 Learning/Renewal in Organisations: Four Processes Through Three
Levels (Crossan et al., 1999)

Level Process Inputs/Outcomes

Experiences
Individual Intuiting Images
Metaphors
Language
Interpreting Cognitive map
Group Conversation/dialogue
Shared understandings
Integrating Mutual adjustment
Interactive systems

Organisation Routines
Institutionalising Diagnostic systems
Rules and procedures
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Crossan et al. (1999) stress the necessity to consider both the process and level of
learning occurring within organisations (Hong, 1999). They argue that the 4Is’
processes occur over three levels: individual, group and organisation (See Table
2.3). The three learning levels define the structure through which organisational
learning takes place. The processes form the glue that binds the structure together,
and are therefore a key facet of the framework. Because the processes naturally flow
from one to another, it is difficult to define precisely where one ends and the next
begins. Quite clearly, intuiting occurs at the individual level and institutionalising at
the organisational level; however, interpreting bridges the individual and group

levels, while integrating links the group and organisational levels (See Table 2.3).
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Figure 2.9 Organisational Learning as a Dynamic Process
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Organisational learning is a dynamic process (Crossan et al., 1999; Coghlan, 1997).
Not only does learning occur over time and across levels, but it also creates a tension
between assimilating new learning (Feed forward) and exploiting or using what has
already been learned (Feedback) (See Figure 2.9). Through feed forward processes,
new ideas and actions flow from the individual to the group to the organisation
levels. At the same time, what has already been learned feeds back from the
organisation to group and individual levels, affecting how people act and think.
Therefore, although the framework is depicted in a hierarchical fashion, there are
necessarily many feedback loops among the levels, given the recursive nature of the

phenomenon (Crossan et al., 1999; Hong, 1999).

The 4Is’ framework links the individual, group and organisational levels through
four processes — intuiting, interpreting, integrating and institutionalising. It also
presents the multi-level dynamics and recursive nature of organisational learning
through the feedback loops, and further reflects the tension between exploration and
exploitation embedded in organisational learning by means of both feed forward and
feed back processes. The framework apparently provides an effective means of
understanding the relationship between individual and organisational learning, and

the dynamic nature, complexities and difficulties that exist in organisational

learning.

2.3.3 Single-loop and Double-loop Learning

The theory of organisational learning owes much to the work of Argyris and Schon
(Pemberton and Stonehouse, 2000, p.187). They (Argyris and Schon, 1978)
developed a generic notion of organisational learning as ‘single-loop’ or ‘double-
loop’ learning, which cuts across the organisational definitions (Barlow and
Jashapara, 1998, p.87). In Argyris and Schon’s (1978) account, organisational

learning focuses on both single-loop and double-loop learning (Beeby and Booth,
2000).



Chapter 2: Background Literature 70

Single-loop learning (See Figure 2.10) occurs when a change in the behaviour
routines happens (Rodriguez et al., 2003). It is a form of instrumental learning and
concerned with the detection and correction of errors through a feedback loop
(Argyris and Schon, 1996; Pemberton and Stonehouse, 2000; Beeby and Booth,
2000; Grundmann, 2001), in pursuit of existing goals within existing structures in a
manner akin to the routine operation of a thermostat (Grundmann, 2001; Beeby and
Booth, 2000; Argyris and Schon, 1996; Dodgson, 1993). The thermostat reacts to
the condition ‘too hot’ or ‘too cold’ by turning heat on or off as appropriate to
maintain a fixed temperature (i.e., the existing goal). The thermostat does not
question why either state is unsatisfactory (Blackman et al., 2004; Argyris and
Schon, 1996). Single-loop learning leaves the values and norms underpinning a
strategy or action unchanged (Blackman et al., 2004; Argyris and Schon, 1996). It is
corrective, incremental and adaptive, and does not involve high cost and time, and is
hence suitable for organisations operating in an environment of slow change

(Rodriguez et al., 2003; Sun and Scott, 2003).
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Figure 2.10 Single-loop and Double-loop Learning (Argyris and Schon, 1996)
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In contrast to the routine, repetitive characteristics of single-loop learning, double-
loop learning (See Figure 2.10) is non-routine in character and based on cognitive
processes. The double-loop refers to the two feedback loops that connect the
observed effects of action with strategies and values served by strategies (Argyris
and Schon, 1996). Double-loop learning promotes inquiry, challenging current
norms, assumptions, objectives and basic policies (Blackman et al., 2004; Dodgson,
1993). It results in changes to underlying mental frameworks, such as theories in
use; assumptions; organisational strategies and norms; and the ways in which
competencies and environments are construed (Argyris and Schon, 1996; Beeby and
Booth, 2000; Grundmann, 2001). Therefore, double-loop learning may cause much
greater changes than single-loop learning in organisations, but, of course, is more
difficult to achieve (The reasons can be found in the following section) (Argyris and

Schon, 1996; Dodgson, 1993).

2.3.4 Factors Impeding Organisational Learning

Organisational learning is very complicated, and may experience the following

problems.

First, organisations commonly fail to learn at the double-loop level. One reason for
this is because of inhibitory loops identified by Argyris and Schon (1978). Primary
inhibitory learning loops are a self-reinforcing cycle in which errors in action
provoke individuals to behave in a manner that reinforces those errors. Secondary
inhibitory loops are group and inter-group dynamics which enforce conditions for
error (Ambiguity, vagueness, and so on) (Dodgson, 1993). Another reason is
because organisational learning is thought to be radical and may make all knowledge
and data within the existing system unusable. This requires the learner to discard
obsolete knowledge intentionally, and is referred to as unlearning (Sun and Scott,
2003; Hedberg, 1981; Barlow and Jashapara, 1998). However, as organisations

evolve over time, successful events will lead to repetitive behaviour and reinforce
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the ‘theory of action’ (Argyris and Schon, 1978). It will be difficult for the
organisations to unlearn their obsolete knowledge (Hedberg, 1981; Hong, 1999).

Second, organisations may also fail to convert individual learning into

organisational learning. For instance, March and Olsen (1975), Kim (1993) and

Sparrow (2001) identify eight kinds of incomplete learning cycles (See Figure 2.11),

where learning in the face of changing environmental conditions is impaired because

one or more of the links is either weak or broken, and leads to dysfunctional
learning. These incomplete learning cycles are listed as follows:

e Role-constrained learning can occur when the action of an individual to actin a
way consistent with his knowledge is restricted (March and Olsen, 1975).

e Audience learning occurs when the individual misreads others’ actions, or
others learn from him by observing, but not fully sharing the interpretation of an
experience (March and Olsen, 1975).

e Superstitious learning occurs when an organisation takes action on the basis of
‘faith’ and does not subject actions to a monitoring of impact upon its
environment (March and Olsen, 1975).

e Learning under ambiguity occurs where the impact of changes upon an
organisation’s environment cannot readily be attributed to specific actions
(March and Olsen, 1975).

e Situated learning occurs when an individual’s actions are not reflected upon and
the potential for learning beyond the specific situation is lost (Kim, 1993).

e Fragmented learning occurs when the understanding that an individual derives
from experience is not shared within the organisation (Kim, 1993).

o Opportunistic learning is held to occur when an organisation takes action that is
known not to fit with the shared understanding in the organisation (Kim, 1993).

e Unco-ordinated learning actions by ‘sections’ of an organisation that are
inconsistent with the actions of other sections can result in ‘unco-ordinated

action’ (Sparrow, 2001).
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Figure 2.11 Learning Loops and Potential ‘Disconnects’ (Sparrow, 2001)

Some of these incomplete cycles may be in virtue of organisational policies and
procedures, and the lack of a critical mass of people with new skills and knowledge

and the ability to work together for change (Beeby and Booth, 2000).
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Third, from the whole organisational perspective, Sparrow (2001) extends the notion

of organisational learning loops to a business’s position within its business

environment and highlights two further loops (See Figure 2.11):

Organisation position-constrained learning an organisation’s inability to
manoeuvre (act) in its industry/network/cluster can restrict its learning
opportunities.

Isolation-constrained learning the opportunities for a business to reflect upon
the experiences of others in its industry/network/cluster can be affected by

‘isolation-constrained learning’.

To overcome these barriers, the following measures are suggested:

A trust based knoweldge-sharing culture, again, is very important, and should be
created. It can steer the actions and behaviour of the individuals making up the
organisation, encourage dialogue and effectively deal with the incomplete
learning cycles, such as the role-constrained learning, audience learning and
fragmented learning (Beeby and Booth, 2000; Wang and Ahmed, 2003;
Dodgson, 1993; Argyris and Schon, 1996).

Organisational structure, as an important component of the organisational
context, also plays an important role in facilitating or preventing organisational
learning (Hong, 1999; Pemberton and Stonehouse, 2000). So internal
mechanisms, such as co-ordinating and rewarding systems should be set up to
ensure that the structure could shape the organisational learning process
(Dodgson, 1993); promote co-ordination of the sections within the organisation;
encourage knowledge sharing, continuous experimentation and problem-solving;
and effectively cope with the incomplete cycles, such as superstitious learning,
learning under ambiguity, opportunistic learning and unco-ordinated learning,
and so on.

The organisation should have a sufficient number of knowledgeable people and
a value-driven leadership to deal with the incomplete cycles, such as

organisation position-constrained learning and isolation-constrained learning, as
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well as other problems, by means of their visions, insights, knowledge and

experiences (Beeby and Booth, 2000).

2.3.5 Inter-organisational Learning

Most of the organisational learning literature focuses on learning within
organisations, inter-organisational learning is very neglected, although increased
attention has been paid to it during recent years (Holmqvist, 2003, p.101; Beeby and
Booth, 2000, p.84). So there is very little literature (Tempest and Starkey, 2004;
Holmgqvist, 2003; Mohr and Sengupta, 2002; Ciborra and Andreu, 2001; Beeby and
Booth, 2000) to clearly address the inter-organisational learning issues. The
following will mainly focus on introducing and analysing three inter-organisational
learning frameworks (Holmgqvist, 2003; Ciborra and Andreu, 2001; Beeby and
Booth, 2000).

Three Inter-organisational Learning Frameworks

According to the tenets of the resource-based view of strategy, Ciborra and Andreu
(2001) propose inter-organisational learning ladders as a framework to describe the
learning process for a successful two-firm alliance. They contend that the learning
process of the partners, in such an alliance, likes a DNA double helix: knowledge
(and resources) from both sides is intertwined, becomes shared across their
boundaries and their learning from each other progresses like climbing ladders, i.e.,
from resources to work practices; then to capabilities; then to core capabilities; and

may finally become their own formative contexts.

Beeby and Booth (2000) argue that inter-organisational learning process may be
divided into five levels: individual (level one), team (level two), interdepartmental
group (level three), organisational (level four), and inter-organisational (level five)
(See Figure 2.12). Each level has four stages: experiencing, processing, interpreting
and taking actions. For instance, in the level one, the individual experiences a

problem first; then processes relevant data or information; interprets the processed
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outcomes; and takes further actions to deal with the problem; then the individual
may experience another problem, and will repeat these stages. There is not a clear-
cut division between the stages; the individual working in one stage may go back to
the previous stage, and then return again. So two close stages are connected by
feedforward and feedback loops. The four stages thus form a circle. Each level is
also connected with other four levels by feedforward and feedback loops. This
means that the individual level may directly make contributions to the organisational
or inter-organisational level. Therefore, this framework may be named as the five-

level model, and is actually a kind of network.
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Figure 2.12 The Five-level Model (Beeby and Booth, 2000)
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It is further proposed that intra- and inter-organisational learning processes are
integrated through four transformations of exploration and exploitation: exploitative
extension, exploitative internalisation, explorative extension and explorative

internalisation (Holmgvist, 2003).

In addition, it must also take into account the possibility of diagonal inter-level
learning dynamics involving four different learning patterns: opening-up extension,

focusing internalisation, opening-up internalisation, and focusing extension
(Holmqvist, 2003).

All the transformation processes are then combined together to constitute a dynamic
learning model in Figure 2.13. In this figure, there is a horizontal dynamism both
within and between organisations. Within organisations (i.e., intra-organisation), the
state of acting may be horizontally transformed to the state of experimenting through
the transition of opening-up; the latter may also be horizontally transformed to the
former through focusing. Similarly, between organisations (i.e., inter-organisation),
both joint acting and joint experimenting may be horizontally transformed to each
other through joint opening-up and joint focusing respectively. There is also a
vertical learning dimension that takes into account a dynamic approach to
exploitation and exploration, and to intra- and inter-organisational interaction. Both
acting and joint acting may be vertically transformed to each other through
exploitative extension and exploitative internalisation respectively. Similarly, both
experimenting and joint experimenting are transformed to each other through
explorative extension and explorative internalisation respectively. Moreover, the
possibility of diagonal inter-level learning dynamics involves the transition between
acting and joint experimenting through opening-up extension or focusing
internalisation, and the transition between experimenting and joint acting through

focusing extension or opening-up internalisation.
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Figure 2.13 A Dynamic Model of Intra- and Inter-organisational Learning
(Holmgvist, 2003)

The inter-organisational learning ladders (Ciborra and Andreu, 2001) vividly
demonstrate the learning process, going from the lower value knowledge to the
higher value, from the shallower to the deeper, but fail to reflect the impacts of both
individual and organisational levels on the process, and connections between
different levels. These drawbacks are obviously addressed by the five-level model
(Beeby and Booth, 2000). However, the model is not suitable for SMEs that have
much flatter organisational structures than large businesses, and is also not
empirically evaluated. The dynamic learning model proposed by Holmgvist (2003)
provides a fuller understanding of how intra- and inter-organisational learning relate

to each other, but limits the focus on the interface between organisational and inter-
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organisational levels. The learning model ignores the individual level that plays an
important role in the (inter-)organisational learning, and is not empirically evaluated
either. Furthermore, all three frameworks cannot help the organisations to
effectively address the ‘boundary paradox’. Therefore, the evidence from the
organisational learning literature further confirms that a suitable framework for
SMEs is needed to ensure that their inter-organisational KT processes could be

better understood.

Trust, Cultural Difference, the ‘Boundary Paradox’ and ‘Boundary Spanners’

Trust (Dodgson, 1993; Barlow and Jashapara, 1998; Beeby and Booth, 2000),
cultural difference (Beeby and Booth, 2000), the ‘boundary paradox’ (Mohr and
Sengupta, 2002) and ‘boundary spanners’ or ‘technological gatekeepers’ (Dodgson,
1993) between organisations are also considered as important factors that will
heavily influence the effectiveness of the learning between organisations. These

issues have already been, or will be, explored in Sections 2.2.4 and 2.4.5.

2.4 Review on Social Networks

Social networks are very complicated (Wasserman and Faust, 1994). There has been
little headway in terms of unifying network theory, although many studies have
appeared since the term ‘social network’ was first used in 1954 (Wasserman and
Faust, 1994; Grundmann, 2001). This research hopes to draw a little from the theory
to further clarify the social relationship and its important factors. Thus the review
doesn’t aim to provide a full picture of the theory. It will simply focus on the
definition and research approaches of social networks, mechanisms of the

relationship, gatekeeper, and so on.

2.4.1 Definition of Social Network

A social network refers to the set of actors (i.e., social entities or persons) and the

ties (i.e., social relationships) among them (Wasserman and Faust, 1994, p.9). Social
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networks have many forms, for example, joint-ventures, franchising, consortia,
commercial agreements, sub-contracting, interlocking directorates and personal

networks (Grandori and Soda, 1995).

Social relationships play an important role in social networks. Michelli and
McWilliams (1996, p.2) argue that “... the principles upon which [social] networks
are built are not complex. They are nothing more than a series of relationships,
connected by mutual interest or a common goal.” Granovetter (1985) further points
out that all activities are embedded in complex networks of social relations which
include family, state, educational and professional background, religion, gender and

ethnicity.

2.4.2 Research Approach and Level for this Study

Social networks are interesting but difficult to study since real-world networks lack
convenient natural boundaries (Conway et al., 2001). In actual research, it is always
necessary to select particular aspects of the total network for attention, and these
aspects may be conceptualised as ‘partial networks’. There are two bases on which
such abstraction can proceed. First, there is abstraction which is ‘anchored’ around a
particular individual so as to generate ‘ego-centred’ networks of social relations of
all kinds. Second is abstraction of the overall ‘global’ features of networks in
relation to a particular aspect of social activity: political ties, kinship obligations,
friendship or work relations and so on (Scott, 1991). Therefore, from an academic
research perspective, the social networks can be divided into two types: ego-centric
and socio-centric networks, which are generated by the first and second abstraction
respectively. The two abstractions can thus be called ego-centric approach and

socio-centric approach correspondingly (Scott, 1991).

As well as the different research approaches in social network analysis, there are
also different research levels, for instance, the whole network level and the dyad

level (Scott, 1991; Conway et al., 2001). Dyad generally means a pair of units
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treated as one (Chambers, 2001, p.504). In the social network context, a dyad
consists of a pair of actors and the (possible) tie(s) between them (Wasserman and
Faust, 1994, p.18). The tie is inherently a property of the pair and therefore is not
thought of as pertaining simply to an individual actor. The dyad is frequently the

basic unit for social network analysis (Wasserman and Faust, 1994).

No matter what research approaches are used, some common contents will be
involved. In the whole network level, size, diversity, stability and density will be
involved. In the dyad level, network components (Actors, links and flows) and
activities (mechanisms) will be studied. Conway et al. (2001) deconstruct the

network and its components in Figure 2.14.

Because this research aims to develop an inter-organisational KT framework to
describe the process that a SME acquires the needed knowledge from its customers
(or suppliers), the SME is apparently a particular focus. The study should anchor on
the SME to track its connections with the customers (or suppliers) which may be
SMEs either or large businesses. Therefore, this research will use the ‘ego-centric®
approach to produce an ego-centric network that anchors on the SME. Specifically,
the SME is treated as a hub, and the customers (or suppliers) are linked to it through

business relationships to constitute the network (See an example in Figure 2.15).

However, this study will not focus on the network level that involves the size,

density and diversity of the network, but on the dyad level that involves actors, links

and flows. The reasons are as follows:

e Knowledge, as a special resource, is transferred through the links between
actors. To describe the inter-organisational KT process, the three factors (i.e.,
actors, links and knowledge flows) have to be involved. According to Figure

2.14 (Conway et al., 2001), the three factors belong to the dyad level.



Chapter 2: Background Literature

82

Researching networks

At the level
of the network

Size
Diversity
Stability

Density

At the level
of the dyad
Network Networking
components activity
Actors Links Flows Mechanisms
Characteristics Formality Content Passive
Vs.
Nature Value Active
Origin Reciprocity

Figure 2.14 Deconstructing the Network and its Components (Conway et al., 2001)
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Figure 2.15 An Example of the Network Anchored on the SME

This study focuses on the process that a SME acquires the needed knowledge
from its customers (or suppliers). Therefore, in the ego-centric network that
anchors on the SME, only the KTs that the SME involves (i.e., the KTs
happened within the dyads containing the SME) are considered. As to the KTs
that the SME does not involve (e.g., the KT between customer 1 and customer 3
(See Figure 2.15)), they are obviously not interesting points for this research
unless they have influences on the KTs that the SME involves. Moreover, this

study is interested in the process of the KT, not in the size, diversity, or density
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of the network that will be studied in the network level (See Figure 2.14).
Therefore, the network level is not suitable as a focus for the research.

e Bessant et al. (2003) used six UK supply chains as cases to study inter-firm
learning, and found that learning did not cascade throughout the supply chain.
Most cases reported some learning by the first-tier supplier from the lead firm,
and even a case of the co-ordinating firm learning from a first-tier supplier.
However, further along the supply chain, learning activities among suppliers and
customers are more limited. The control of the co-ordinating firm is not so
strong at the second and third tiers although the firm is a large business. This
point further confirms that, in the ego-centric network that anchors on the SME,
only the KTs between the SME and its first-tier suppliers (or customers) should
be considered because the SME has much less business power than the co-
ordinating firm of either of the six supply chains and cannot effectively influence

its second and third tiers.

The SME normally has a lot of customers (or suppliers), so there are a lot of dyads
containing the SME in the ego-centric network that anchors on the SME (See Figure
2.15). This study tries to use any one of the dyads as an example to develop the
inter-organisational KT framework, but the framework should be applicable for
other dyads. According to the relevant literature (Dyer and Nobeoka, 2000; Albino
et al., 1999), in the social network context, when two actors exchange knowledge, a
third actor, based on its own economic benefits, may use its relationship with one of
the two actors to influence the KT process. For example, in Figure 2.15, when
customer 1 exchanges knowledge with the SME, customer 6, as customer 1’s
competitor, may influence the KT process by means of its relationship with the
SME. Therefore, as a dyad containing the SME and a customer (or supplier) is
selected as the research focus, other customers (or suppliers) that may influence the

KT within the dyad will be treated as third parties (See details in Section 3.4.3).
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2.4.3 Mechanisms — Trust and Power

Trust is one of the most frequently mentioned concepts and has been recognised by
many scholars (Parker and Vaidya, 2001; Jones and Beckinsale, 2001; Jones et al.,
2001; Bachmann, 1999; Grandori and Soda, 1995) as a key issue in relationships
within, and particularly between organisations. Trust is a complex term, different
scholars may have different explanations for it (Edwards and Kidd, 2003;

Bachmann, 1999; Grandori and Soda, 1995). This study will follow Luhmann’s
(1979) explanation.

Trust is a risky engagement. It is inevitable that a social actor who decides to trust
another actor extrapolates on limited available information about the future
behaviour of this actor. Trustors constantly try to find ‘good reasons’ to believe that
the risk they are about to accept is low. If they cannot find sufficient reasons for this
assumption, they might refrain from trusting, and either avoid social interaction

altogether or seek an alternative basis for it (Luhmann, 1979; Bachmann, 1999).

Power experiences a situation similar to trust, and may have different explanations
by different researchers as well (Lukes, 1974; Foucault, 1994; Zand, 1997). For the
purpose of this research, the explanation will follow Zand’s (1997) view: “Power is
the ability to influence people. It is the ability to get someone to do or not to do
something, to persuade or dissuade” (p.137). Social power may be divided into four
types: ideological, economic, military, and political power (Mann, 1986). This
research will just involve economic power, which is embedded in economic
production, distribution, exchange and consumption relations (Mann, 1986). An
organisation’s power primarily anchors on its legitimate power, which is the right
people give the organisation to make choices and resolve conflicts (Zand, 1997).
Legitimate power is defined as the lawful right to make a decision and to expect
compliance. ‘Lawful’ simply means that, by social convention, people have agreed

that the occupant of a position shall have the right to make certain decisions. Within
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itself, an organisation’s legitimate power mainly comes from its internal
mechanisms or regulations, which include decision process power, agenda power,
staffing power and review power (Zand, 1997). The legitimate power is also
interrelated with other powers, such as reward, coercive, referent and expert
(Mullins, 2002). For instance, the staffing power exerts influences on the employees
through selection, motivation and punishment that may involve reward and coercive
powers. In the external environment, an organisation’s legitimate power mainly
comes from commercial law (e.g., contract), powerful trade associations and
technical standardisation, and so on. Organisations always seek power, i.e., the
ability to influence other organisations, and use it to attain what they want to satisfy
their subsistence needs. Knowledge is a kind of special resource which plays a key
role in maintaining or developing organisations’ competitive advantages in various
activities. Organisations thus would like to acquire or attain it even through using

their power.

Trust and power are considered as two mechanisms that maintain and co-ordinate
social relationships (Bachmann, 1999). The differences (Bachmann, 1999; Michelli
and McWilliams, 1996) and similarities (Bachmann, 1999; Luhmann, 1979)

between the two mechanisms are shown in Table 2.4.

The relationship between trust and power is complex. On the one hand, they can be
seen as alternative and compatible means — which do not exclude each other but
occur in combination in many cases — to fulfil the same social function. On the other
hand, power often appears as a precondition rather than an alternative to trust, and
can foster the constitution of trust and minimise the risk of trust (Bachmann, 1999).
Since both of them are limited in their capacity, a combination often seems to be the
only way to ensure that the co-ordination of expectations and interactions is
achieved satisfactorily. In fact, most relationships are usually based on a mixture of

both trust and power (Bachmann, 1999).
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Table 2.4 The Differences and Similarities between Power and Trust

Power Trust

1) Based on a negative selection of a hypothetical | 1) Based on positive
possibility which is presented by the powerful actor | assumption.

and believed by the subordinate actor not to be in the
interest of either side.

2) Easier to build up. 2) Takes tremendous
n amounts of time and
3 effort to establish.
§ 3) More robust and much less in danger of an | 3) Less robust and more
é’ unforeseen breakdown. in danger of such a
a breakdown.
4) In the case of breakdown, damage is not severe, a | 4) If breakdown, the
relationship may be continued. damage is severe, the
emotion is hard to
recover.
1) Both are mechanisms to co-ordinate social interactions efficiently and to allow
for relatively stable relationships between co-operating social actors.
2) Both of them influence the selection of actions in the face of other
- possibilities.
& 3) Both mechanisms allow social actors to link their mutual expectations into
'g each other and to co-ordinate (re-)actions between them.
:E 4) Both have risks and may break down if they are massively challenged. The
o= usability of power depends greatly on whether or not the threat of sanctions

which is implied is realistic and has a good chance of being acknowledged by
the subordinate actor. The more the latter starts to doubt that the threat of
sanctions would ultimately be used against him the weaker is the position of
the powerful actor.

2.4.4 Social Networks as a Channel to Transfer Knowledge

Social networks may provide opportunities for face-to-face communication, produce

strong ties between member organisations through the appropriate application of the

two mechanisms — trust and power, and thus work as a channel to transfer both tacit

and explicit knowledge between member organisations (Dyer and Nobeoka, 2000).
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2.4.5 Gatekeeper and Loyalty

According to Burt (1992), automous actors who are able to bridge a ‘structural hole’
occupy a favourable position in the social structure by connecting other actors who
are themselves not connected. This brokerage or gatekeeping location in the social
structure is a position of competitive advantage because it offers the opportunity to
access diverse information, to control the transfer of information between
disconnected parties, and to identify and broker transaction between otherwise
disconnected parties. In contrast, actors who are tied to a few densely connected
actors are constrained because they lack the information benefits of accessing

diverse social and economic worlds and have few, if any, brokerage opportunities

(Grundmann, 2001; Dodgson, 1993).

Because gatekeeping is an individual rather than an organisational role, this raises
the problem of personal allegiance, because if a gatekeeper switches to another firm,
the original employer loses not only the employee but also the skills and knowledge
which might be difficult to replace. Even so, firms always have to face the risk of
informal arrangements in which representatives are not controllable at each and

every step (Grundmann, 2001; Dodgson, 1993).

2.5 Chapter Summary

The purpose of this chapter was to review the literature on KT, organisational
learning and social networks, to demonstrate the connections among these three
areas, reflect upon their strengths and/or weaknesses, and surface key issues to be

further addressed. Several conclusions can be drawn from this review as follows.

Firstly, regardless of KT or organisational leamning, most literature mainly focuses
on within an organisation, few efforts have been made to study between

organisations, even fewer attempts have been made to look at between organisations
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in SMEs. Furthermore, no literature has examined KT for SMEs in the context of

inter-organisational learning and social networks.

Secondly, Szulanski’s (2000) framework is believed to be applicable for KT from
individual to individual, although it is only empirically evaluated for between
groups. The empirical results demonstrate that the process view advocated by
Szulanski (2000) does help organisations gain a better understanding of the

complexities and difficulties in KT.

Thirdly, inter-organisational KT activities may be distinguished by three types:
management-authorised; one-side-management-authorised and non-management-
authorised. Informal know-how trading that belongs to the type of non-
management-authorised, is relatively the subject of considerable attention in the
literature. However formal know-how trading has received negligible research. This
study thus tries to address the issues related to management-authorised inter-

organisational KT that covers formal know-how trading.

Fourthly, KT within an organisation is thought of as being complicated and difficult,
but between organisations is even more complicated and difficult because of their
‘boundary paradox’. To have better understanding of the complexities, difficulties
and ‘paradox’, a framework should not only adopt the process view advocated by
Szulanski (2000), and clearly set up the connections between different levels (i.e.,
individual, group, organisational and inter-organisational), but also benefit the
organisations to address the ‘paradox’ from the two perspectives (i.e., how to learn
from a partner, and teaching a partner how to learn) and at the two levels (i.e., inter-
organisational level and inter-individual level) suggested by Mohr and Sengupta
(2002). However, such a framework cannot be found in the current literature, and

has to be developed in this research.
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Fifthly, the cultural distance between organisations increases the difficulties in their
interactions, and thus increases the difficulty of performing their KT processes
successfully. Therefore, the influences of the organisational cultural differences on
knowledge exchange between organisations will be taken into account in the

framework to be developed.

Sixthly, inter-organisational KT is actually a kind of inter-organisational learning.
However, the current (inter-)organisational learning frameworks can effectively
demonstrate the connections between different levels (i.e., individual, group,
organisational and inter-organisational), but fail to help the organisations to
strategically address the ‘boundary paradox’, therefore cannot be directly used as the

frameworks for KT between organisations.

Seventhly, from the social network perspective, this study will be carried out on the
dyad level, not the network level, and by means of the ‘ego-centric’ approach. In
addition, the relationship between individuals, or organisations, is considered as

being maintained and co-ordinated by two mechanisms — trust and power.

Finally, there is a trend that inter-organisational KT, inter-organisational learning
and social networks draw mutually from each other. This trend inspires this study
that the theories of both organisational learning and social network may be helpful
for it. Specifically, the former’s strength at building up the connections between
different levels, and the latter’s informative contribution on the study of relationship

will be used for references for this research.

This literature review on KT, organisational learning and social networks, as well as
the overview on SMEs in Chapter 1, form the basis for the development of research
issues for the empirical investigation, the framework and its important factors which

will be dealt with in the next chapter.



Chapter 3 SMEs’ KT Needs, an Initial Framework
and Associated Important Factors
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3.1 Introduction

Chapter 1 argued that there appears to be no empirical evidence to support the belief
that external knowledge is of prime importance for SMEs, and suggested that an
empirical investigation on UK SMEs’ inter-organisational KT needs should be
carried out to address this issue. Chapter 2 contended that the current inter-
organisational KT (or organisational learning) frameworks do not adopt the process
view advocated by Szulanski (2000), and do not clearly set up the connections
between different levels (i.e., individual, group, organisational and inter-
organisational), and thus cannot effectively reflect upon the complexities and
difficulties of the inter-organisational KT process. These frameworks, therefore,
cannot benefit the organisations to strategically address the ‘paradox’ from the two
perspectives (i.e., how to learn from a partner, and teaching a partner how to learn)
and at the two levels (i.e., inter-organisational level and inter-individual level)
suggested by Mohr and Sengupta (2002). To address these drawbacks, a new
framework is suggested with the help of the process view advocated by Szulanski
(2000), and the theories of organisational learning and social network that are good
at building up the connections between different levels (i.e., individual, group,
organisational and inter-organisational) and studying the relationships embedded in
these connections respectively. Based on the background knowledge provided in
chapters 1 and 2, this chapter aims to address the issues related to SMEs’ KT needs
for the suggested empirical investigation, the development of the new framework

and the treatment of the ‘boundary paradox’.

This chapter will firstly identify the key issues related to SMEs’ inter-organisational
KT needs for the empirical investigation so that its empirical outcomes can soundly
support or negate the belief that external knowledge is of prime importance for
SMEs. Then it will develop a new framework for KT between organisations by
means of organisational learning, social networks and the process view advocated by

Szulanski (2000). Finally, on the basis of the initial framework, from a strategic
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perspective, the important factors associated with the inter-organisational KT
process will be explored, to help SMEs address and have better understanding of the

‘boundary paradox’.

3.2 Key Research Issues Related to SMEs’> KT Needs

The investigation aims to identify inter-organisational KT needs in UK SMEs,
clarify their current practices and effectiveness, and provide convincing evidence to
soundly support or negate the belief that external knowledge is of prime importance
for SMEs (Sparrow, 2001). The following will discuss the issues that should be

examined in the investigation.

Firstly, it is a natural concern whether there is practical evidence to support this
belief. Further, in which areas may this conclusion be specifically reflected? The
external knowledge for a company actually exists in its business environment, which
is defined as “the relevant physical and social factors outside the boundary of an
organisation that are taken into consideration during organisational decision-
making” (Xu et al., 2003, p.381). The environment has two layers. The one closest
to the organisation is the task environment, with sectors that have direct transactions
with the organisation, such as competitors, suppliers, and customers (Holmgqyvist,
2003). The outer layer represents the general environment and refers to sectors that
affect organisations indirectly, such as the economic, legal, social and demographic
ones (Xu et al., 2003). Daft er al. (1988) found that sectors in the task environment
generate greater strategic uncertainty than those in the general environment, and thus
are perceived as more important than the latter. So, this research will focus on the
task environment. Xu et al. (2003), through a questionnaire survey, reveal that
customers, competitors and market sectors are perceived as most strategically
important by UK executives from five industries: computer, food, chemical,
electronics and transport. This partially confirms the finding of Daft et al. (1988).
However, “the sample selected is medium to larger sized companies, the results may

not be applicable to very large or small and entrepreneurship enterprises” (Xu et al.,
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2003, p.388). Furthermore, “... earlier studies treat the business environment as a
single entity” (Xu et al., 2003, p.381). Therefore, it seems worthwhile to attempt to
divide the task environment into sectors and identify SMEs’ perception of the

importance of knowledge in these sectors.

Secondly, the knowledge in identified sectors of the task environment will be finally
related to particular organisations, for example, the market sector identified by Xu et
al. (2003) is related to customers, suppliers or competitors. So, once the importance
of external knowledge in the relevant sectors of the task environment for SMEs is
identified, it may be considered whether SMEs have sufficient knowledge about the
organisations related to the identified sectors. Obviously, if SMEs have been aware
of their insufficiencies in knowledge about the organisations, i.e., knowledge gaps
about the organisations exist in SMEs, they will need to acquire the external
knowledge through learning from the organisations, i.e., through inter-organisational
KT (Szulanski, 2000; Beijerse, 2000; Chen et al., 2003b). Therefore, SMEs’ needs
for inter-organisational KT can be identified by means of the identification of their

knowledge insufficiencies about the relevant organisations.

Thirdly, to acquire external knowledge, SMEs need to engage in some activities to
interact with external organisations, i.e., inter-organisational KT activities. For
instance, some benchmarking activities may include consultancy visits, training and
visits to exemplar enterprises (Skandalakis and Nelder, 1999). Obviously, if SMEs
have no need for inter-organisational KT, they will have no motivation to take part
in KT activities. So, the identification of these activities may reflect SMEs’ needs
for inter-organisational KT from another perspective, and also demonstrate their
current practices in the area. Beijerse (2000) identifies 79 instruments with which
knowledge is organised in SMEs, of which five reflect inter-organisational KT
activities. KT is thought of as an important part of KM (Davenport and Prusak,
1998; Nissen et al., 2000; Beijerse, 2000), the theory of which is mainly derived

from large businesses (Deakins, 1999). As a result of this, only a small proportion of
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literature has attempted to address KM issues in SMEs (Deakins, 1999; Sparrow,
2001). A review (Chauvel and Despres, 2002) of various KM surveys conducted
between 1997 and 2001 shows that these surveys were designed to investigate KM
issues from six dichotomous dimensions, i.e. phenomena, action, level, knowledge,
technology and outcomes. In the level dimension, the surveys have typically focused
on KM at the individual, divisional and organisational levels. Very few surveys have
been designed to look at KM issues at the inter-organisational level in SMEs. KM
issues related to SMEs have tended to be ignored, especially at the inter-
organisational level. The identification of SMEs’ current practices and needs for

inter-organisational KT will contribute knowledge to this area.

Fourthly, organisations need channels to facilitate their knowledge exchange in the
inter-organisational KT activities. Social and electronic networks are thought of as
being two such channels (Preece, 2000; Dyer and Nobeoka, 2000). A social network
may provide opportunities for face-to-face communication, produce strong ties
between member organisations through the appropriate application of the two
mechanisms — trust and power, and thus work as a channel to transfer both tacit and
explicit knowledge between member organisations (Dyer and Nobeoka, 2000; Chen
et al., 2002). An electronic network may work as another channel to transfer
knowledge between organisations (Preece, 2000). Although there is some difficulty
for an electronic network to transfer tacit knowledge, it has advantages over social
networks in rapidly transferring explicit knowledge, rapidly developing weak ties
and greatly reducing communication cost (Grandori and Soda, 1995; Preece, 2000;
Jones and Beckinsale, 2001; Warkentin er al., 2001). So, the member organisations
of a social network may build up their own electronic network to facilitate explicit
KT between them. Even if this case has not happened in a social network, its
member organisations may still use network technology, such as the Internet, to
market products or acquire knowledge from external sources. Therefore, the current
situation and effectiveness of SMEs’ use of both social and electronic networks to

facilitate knowledge exchange between organisations is worthy of study.
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Finally, inter-organisational KT is actually the process of organisations learning
from each other. According to the definition of organisational learning (Argyris and
Schon, 1996), the process is thus some individuals who learn on their organisation’s
behalf from other individuals on another organisation’s behalf. From the
organisational learning perspective, a criterion for success is that knowledge which
is received by individuals from external sources should be communicated and
utilised effectively throughout the organisation so that its business is improved
(Argyris and Schon, 1996; Dodgson, 1993; Beeby and Booth, 2000). Szulanski
(2000) also argues that a successful KT for an organisation should improve its
business performance. So, the effectiveness of SMEs’ inter-organisational KT is also
a matter of concern and will be measured on whether the acquired external

knowledge is effectively used by SMEs to improve their businesses.

Obviously, the empirical investigation should be carried out to examine these issues

for SMEs. Specifically, it may be designed to identify (or clarify):

¢ The importance of external knowledge to SMEs.

e SMEs’ needs for inter-organisational KT.

e SMEs’ actual situation in the involvement of the relevant KT activities.

e SMEs’ perception of the importance of social and electronic networks in helping
them to acquire the necessary external knowledge, and their actual effectiveness
in using social and electronic networks to do so.

o SMEs’ effectiveness in using the acquired external knowledge to improve their

business performance.

3.3 An Initial Framework

Chapter 2 concluded that a new framework should be developed by means of
organisational learning, social networks and the process view (Szulanski, 2000). The

following will demonstrate the development process of the new framework.
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3.3.1 The Development of the Framework — Drawing Support from
Organisational Learning and Social Networks

According to the review of social networks in Section 2.4.2, this research will use
the ‘ego-centric’ approach (Scott, 1991), and focus on the dyad level. Specifically, a
SME will be treated as a hub, and KT between the SME and one of its customers (or
suppliers), i.e., between two organisations, will be the focus. Furthermore, SMEs
have much flatter hierarchy structure than large businesses (Deakins, 1999; Sparrow,
2001), so only individual and organisational levels will be discussed, and the
intermediate level (e.g., group level) will be ignored although the customer (or
supplier) of the SME is probably a large business. In a word, the following analysis
will focus on two organisations (i.e., the SME and one of its customers (or

suppliers)) and two levels (i.e., organisational level and employee level).

According to the background literature on organisational learning, KT between two
organisations is actually the process that both of them learn from each other, ie., a
kind of inter-organisational learning. In Argyris and Schon’s (1996) account, when
the two organisations learn from each other, it is normally some individuals who
learn on their organisation’s behalf from other individuals on another organisation’s
behalf. Then the individual learning will be further converted into organisational
learning. Therefore, the inter-organisational learning process can be considered to be
composed of two sub-processes: 1) inter-employee learning between two
organisations; 2) organisational learning within the receiving organisation by
converting the individual learning to organisational learning through the

organisation’s internal mechanisms.

This research targets management-authorised inter-organisational KT, which means
that, not only employees, but also management from both sides, will involve the
transfer process. Granovetter (1985) points out that all activities are embedded in
complex networks of social relations which include family, state, educational and

professional background, religion, gender and ethnicity. Therefore, from the social
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network perspective, the management-authorised KT between two organisations
may be thought of as being a kind of social network. Assuming that the influences
from third parties are ignored, the network may have four actors: receiving
organisation and receiving employee, giving organisation and giving employee. The

actors’ behaviours will be influenced by the following relationships.

According to the review in Section 2.2.4, it is known that, in the process of non-
management-authorised KT between two organisations, the transfer negotiation and
decision are made by the employees themselves of both sides (e.g., informal know-
how trading). However, for the management-authorised type, KT negotiation and
decision are made by the management from both sides. So, in the first sub-process
(i.e., inter-employee learning between employees from the two organisations), there
are two levels: strategic and operational levels. The management from both sides is
in the strategic level, employees are in the operational level. When the receiving
organisation requests knowledge from the giving organisation, the management
from both sides will represent his own organisation to negotiate with each other, and
decide whether the KT should be carried out. Once the deal is reached, each side
will arrange for some employees, as giving or receiving employees, to do the
specific transfer jobs. Each of the two organisations (actually, its management) will
establish its own KT strategies based on their relationship. It will set (and maybe
later change) goals, and provide guidance for its employee according to its transfer
strategies (Jankowicz, 2000). Then the organisations may use their relationships
with their own employees to influence the employees’ learning behaviours so that
the goals can be realised. The personal relationship between the receiving and giving
employees will also influence their individual learning effectiveness. Therefore, in
the first sub-process, there are four relationships that lie between the four actors:
relationship between giving and receiving organisations; between giving
organisation and its giving employee; between receiving organisation and its

receiving employee; between giving and receiving employees. These relationships
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constitute a relationship mechanism that influences the first sub-process (i.e., the

inter-employee learning process) and its effectiveness (See Figure 3.1).

Relationshi
Receiving P Giving
organisation ==p{ Organisation
Relationship Relationship
Receiving Giving
employee , I employee
Relationship

Figure 3.1 The Relationship Mechanism for the First Sub-process

The second sub-process actually involves learning within an organisation, which is

well studied by the literature. The relevant actors for this sub-process will be the

receiving organisation and receiving employee. The key point for an organisation at

this sub-process is to establish its internal mechanisms to prevent the inhibitory

learning loops and incomplete learning circles from happening, promote single-loop

learning and especially double-loop learning, and also promote the conversion from

individual learning into organisational learning (See the key components in Figure

3.2).
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Figure 3.2 The Key Components in the Second Sub-process

Furthermore, the internal mechanisms in the second sub-process (See Figure 3.2)
may be considered as being embedded in the relationship between the receiving
organisation and receiving employee (See Figure 3.1). So, Figures 3.1 and 3.2 may
be combined together to constitute Figure 3.3, which demonstrates the key

components for the whole process of inter-organisational learning.
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Figure 3.3 The Key Components for Inter-organisational Learning

Figure 3.3 shows that, as well as the organisation-individual relationship, the inter-
organisational relationship and inter-individual relationship may also exert influence
on actors’ learning behaviours. So inter-organisational learning (See Figure 3.3) is

more complicated than intra-organisational learning (See preceding Figure 3.2).

Figure 3.3 also shows that the relationship mechanism for the first sub-process may
be extended as a mechanism for the whole process of inter-organisational learning.

The relationship mechanism may be described as a ‘co-ordinating mechanism for
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inter-organisational learning (or KT)’, because it may be used by organisations to
co-ordinate and influence relevant actors’ behaviours. So, Figure 3.1 is copied here
as Figure 3.4. In this figure, there are two levels: strategic and operational. The
organisations are at the strategic level, and they set goals and provide guidance for
their own employees; the employees do operational jobs according to the goals and

guidance (Jankowicz, 2000).
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Figure 3.4 The Co-ordinating Mechanism for Inter-organisational KT

3.3.2 The Development of the Framework — Drawing Support from
the Process View

In Section 2.2.3, the empirical survey illustrates that Szulanski’s (2000) process
model fully presents the complexities and difficulties that lie at KT within an
organisation (See details under the sub-heading ‘KT between Groups’ in Section
2.2.3). The empirical results further demonstrate that the process view advocated by
Szulanski (2000) does help organisations gain a better understanding of the

complexities and difficulties in KT.
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From Section 1.1.3, it is known that KT between organisations is much more
complicated than within an organisation (Quintas et al., 1997; Beeby and Booth,
2000; Chen et al., 2002; Mohr and Sengupta, 2002). However, the current
frameworks cannot fully reflect upon the complexities and difficulties embedded in
the KT. An important reason is that the frameworks do not take in the process view
advocated by Szulanski (2000) (See Table 2.2 in Section 2.2.4). This point further
confirms that the development of inter-organisational KT framework should draw

support from the process view.

From Section 2.2.5, it is known that inter-organisational KT is actually the process
of inter-organisational learning (Rodriguez et al., 2003; Chen et al., 2002), and both
of them are directly connected with each other. However, whether from the
perspectives of KT or organisational learning, one cannot understand inter-
organisational level without understanding intra-organisational level, the two levels
of aggregations are closely tied together (See details in Sections 2.2.3 and 2.3). This
claims that, to help SMEs understand inter-organisational KT process, the
framework to be developed needs to improve SMEs’ understanding of intra-
organisational KT process as well. Because Szulanski’s (2000) process model has
been proved to be very successful at presenting the complexities and difficulties of
intra-organisational KT, the development of inter-organisational KT framework
could directly draw support from the process model to explain the process of KT

within an organisation.

Through the analysis in Section 3.3.1, it is known that the inter-organisational KT
process can be divided into two sub-processes. Furthermore, in the first sub-process,
the KT decision is made by the management of both sides, then both sides will
arrange for employees to interact with each other to transfer the agreed knowledge.
So drawing on Szulanski’s (2000) process model in Figure 3.5 (Copied from Figure
2.4 in Section 2.2.3), the first sub-process can be further divided into three stages:

initiation, selection and interaction; the second sub-process may be called
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conversion, i.e.,, within the receiving organisation, the receiving employee’s
individual learning is converted to organisational learning. Therefore, a similar four-

stage model for inter-organisational KT is offered in Figure 3.6.

Formation of the Decision to First day Achievement of
transfer seed transfer of use satisfactory performance
l | I I >
Initiation Implementation Ramp-up Integration

Figure 3.5 The Process for KT within an Organisation (Szulanski, 2000)

Formation of the Decision to First day First day
transfer seed transfer of learning of use
| | | l .
Initiation Selection Interaction Conversion

Figure 3.6 The Inter-organisational KT Process

At the initiation stage, two organisations try to find an opportunity to transfer and to
decide whether to pursue it through negotiation. At the selection stage, the receiving
and giving organisations select an employee as a receiving and giving employee
respectively (more than one employee may be involved, of course, in either
organisation). At the interaction stage, the giving employee transfers his knowledge
to the receiving employee. At the conversion stage, the receiving employee’s
individual learning is converted to the receiving organisation’s organisational

learning. In other words, the receiving employee transfers his acquired knowledge to
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his employer — the receiving organisation. The conversion stage is only related to the

receiving organisation and receiving employee.

The relationship between the process model in Figure 3.6 and Szulanski’s (2000)
process model (i.e., Figure 3.5) may be seen as follows: 1) The initiation and
interaction stages of the former are similar to the initiation and implementation
stages of the latter. 2) At the conversion stage of the former, the receiving employee
plays two roles: firstly, he, as a recipient, will apply his acquired knowledge to his
work, and have to experience the ramp-up and integration stages; secondly, he is
also a source for his organisation as his colleagues may learn from him. So, the
conversion stage contains the ramp-up and integration stages, as well as the whole

transfer process within an organisation.

3.3.3 The Constitution of an Initial Framework

With the help of organisational learning and social networks, a co-ordinating
mechanism (See Figure 3.4) for inter-organisational KT is developed. By means of
the process view (Szulanski, 2000), a process model (See Figure 3.6) is proposed. In
addition, the review in Section 2.2.4 suggests that the effect of the organisational
cultural difference on inter-organisational KT process cannot be overlooked (Abou-
Zeid, 2002; Rodriguez et al., 2003; Ford and Chan, 2003). Therefore, underpinned
by the studies from above mentioned three perspectives, an initial framework (See

Figure 3.7) can be developed for the management-authorised inter-organisational
KT.

According to Figure 3.7, it is known that the co-ordinating mechanism (See Figure
3.4) is embedded in the initial framework. The framework sets up the connections
between individual, organisational and inter-organisational levels, and demonstrates
the relationship between intra- (i.e., the conversion stage) and inter-organisational
learning. It also clearly reflects that KT between organisations is much more

complicated and difficult than within an organisation although the latter is
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Figure 3.7 An Initial Framework for Management-authorised
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reasonably believed to be very complicated and difficult as well based on the review
of KT (See Section 2.2.3) or organisation learning (See Sections 2.3.1 — 2.3.4). In
the initial framework, KT within an organisation just lies at the conversion stage,
however, KT between organisations has to progress stage by stage, and experience
the first three stages (i.e., initiation, selection and interaction) first, then the
conversion stage. Each of the first three stages is also complicated and difficult. For
example, the interaction stage is actually a process of KT between individuals, and
the transfer seems very simple, but actually it is complicated. The KT from the giver
to the recipient is not just a kind of one-way communication, but two-way. As well
as the giver passing knowledge on to the recipient, the latter may feedback
something to the former, for example, signals that he has understood or not
understood what the giver is saying; or that the knowledge provided by the giver is
or is not useful for him. For in this way, the recipient’s behaviours may influence
what the giver will next do, give or develop. The KT is also easy to fail if some
problems happen (e.g., the giver might hoard knowledge and be unwilling to transfer
the knowledge to the recipient (Senge, 1998; Greengard, 1998) — see details under
the sub-heading KT between Individuals in Section 2.2.3). Therefore, KT between
organisations may be aborted at any one of the first three stages before it
experiences the conversion stage. Moreover, the different background colours
represent the fact that the two organisations have different organisational contexts,
particularly different organisational cultures, and can thus remind SMEs to be aware
of the impacts of their cultural differences when they exchange knowledge with their
customers (or suppliers). Of course, it needs to be evaluated whether the proposed
framework could help SMEs have better understanding of the inter-organisational

KT process.
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3.4 The Important Factors Involved in the KT Process

Based on Section 3.3.3, it is known that KT between organisations is very
complicated and may be aborted at any stage, and thus it is very difficult to
successfully achieve. So, it is very difficult to come up with key factors for the KT

success. This section doesn’t intend to identify such key factors.

According to Section 1.1.3, the specific reasons that KT between organisations has
more stages, and is more complicated and difficult than within an organisation are
that, compared to the latter, the former has to face the ‘boundary paradox’, and lacks
a formal chain of authority to co-ordinate their transfer activities (Holmqvist, 2003).
So, many more conflicts and instability will arise, many more bargains are needed
(Holmgqvist, 2003), many more complicated factors will impinge on the transaction,
more strict governance mechanisms are required to regulate the transfer content, and
much higher loyalty requirements will be placed on relevant employees. From a
strategic perspective, these factors may be involved at relevant stages of the inter-
organisational KT process that are described by the initial framework. Obviously, if
these factors could be identified, and then highlighted within the relevant stages of
the framework, SMEs would be reminded by them to pay attention to the ‘boundary
paradox’, and take them into account as the companies exchange knowledge with
their customers (or suppliers). Therefore, these important factors will be very helpful
for SMEs.

The evidence from the review in Section 2.2.4 demonstrates that very little literature
exclusively addresses the ‘paradox’ for SMEs, and even less for the management-
authorised type, the relevant strategic issues have been largely neglected. The
review further suggests that the strategic issues related to the ‘boundary paradox’
should be explored from two perspectives (i.e., how to learn from a partner, and
teaching a partner how to learn) and at two levels (i.e., inter-organisational level and

inter-employee level) (Mohr and Sengupta, 2002). The following will try to fill the
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gap and identify the important factors for SMEs from the two perspectives and at the
two levels. This identification can further reflect the complexities and difficulties of

inter-organisational KT.

3.4.1 The Two Levels

From Section 3.3.1, it is known that, for KT between organisations, inter-
organisational level and inter-employee level are connected by relationships, and
thus constitute a relationship co-ordinating mechanism (See Figure 3.4) embedded
in the initial framework (See Figure 3.7). To develop an effective strategy, the
(receiving or giving) organisation should know how to make use of the co-
ordinating mechanism to influence other actors’ behaviours (e.g., the giving
employee’s openness), to pursue good effectiveness for itself, i.e., to acquire what it
wants when it is a receiving organisation, or to protect what it wants when it is a
giving organisation. So, the co-ordinating mechanism provides clues and a basis for
the identification of the important factors involved at each stage of the initial

framework.

According to social network theory, social relationship has two mechanisms: trust
and power. So, the co-ordinating mechanism (See Figure 3.4) can be further

transformed as Figure 3.8.

Power may be divided into four types: ideological, economic, military, and political
power (Mann, 1986). However, this research will just involve economic power. So
only the main sources of economic power exerted by the relevant actor(s) will be
listed here. In the giving — receiving organisations’ relationship, the power is mainly
from contract (or patent) and market power. In the relationships of receiving
organisation — receiving employee, and giving organisation — giving employee, the
power mainly comes from their internal mechanism or regulations such as legitimate
power (Zand, 1997), and also involves reward, coercive, referent and expert powers

(Mullins, 2002). In the receiving employee — giving employee relationship, they
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normally have little reward and legitimate powers to influence each other because
they are not only just ordinary employees but also from different organisations.
However, the power may be from the specific operational norms in their specific

common tasks, or the employees’ coercive, referent and expert (Mullins, 2002).
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Figure 3.8 The Co-ordinating Mechanism Containing Factors
for Inter-organisational KT

The mechanism not only demonstrates that trust and power are important factors at
both inter-organisational and inter-employee levels, but also can be used to track

other important factors.

3.4.2 The Two Perspectives

When a SME exchanges knowledge with one of its customers (or suppliers), it may
be a giving or receiving organisation. If the SME is a giving organisation, it will be
at the position of a knowledge giver, then the important factors related with teaching

a partner how to learn can be identified (Mohr and Sengupta, 2002). If the SME is a
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receiving organisation, it will be at the position of a knowledge recipient, then the
important factors related to how to learn from a partner can be discussed (Mohr and

Sengupta, 2002).

Assume that the KT is initiated by the receiving organisation, i.e., the receiving side
requests its needed knowledge from the giving side first, then the giving side will
decide whether the knowledge should be given. According to Huber (2001, p.75),
“... In a great many situations, only the possessors of knowledge know what they
know. Thus, it is at their discretion whether they identify what they know or share
what they know. And certainly the amount of effort they put forth to make complete
and clear what they share is under their control. Thus, even when knowledge sharing
is a formal responsibility, full sharing is an extra-role behaviour.” So, generally
speaking, it is the giving side that dominates the KT. The following thus would like
to identify the important factors on the basis of the co-ordinating mechanism (See

Figure 3.8) and relevant literature, from the giving side’s perspective (i.e., the

perspective of teaching a partner how to learn (Mohr and Sengupta, 2002)) first.

3.4.3 Important Factors when a SME is a Giving Organisation

According to the initial framework, if a SME holds some knowledge to be a giving
organisation in the context of a supply chain, it may give the knowledge to its
customers or suppliers. Using a customer as the example, the SME may experience
three stages: initiation, selection and interaction. The following will discuss the

important factors involved in these three stages.

At the Initiation Stage

The SME is identified by its customer as an external knowledge source. Both sides
will negotiate to decide whether to pursue the KT. The relevant actors are the SME
and customer. So, the co-ordinating mechanism may be simplified as the following

Figure 3.9.
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Figure 3.9 The Relevant Actors and their Relationships
at the Initiation Stage

From Figure 3.9, it may be suggested that the SME and customer are connected
through the extent of power and trust between them. Trust and power are obviously
important factors for the SME. Power is the ability to influence people (Zand, 1997).
At this stage, the power mainly comes from market power. If the SME’s business, to
a great extent, depends on the customer, the latter will have great power, i.e., great
ability to influence the former and vice versa. Power, as an important factor, will be
empirically evaluated by the interviewees from SMEs (See details in Chapter 7).
However, it may be difficult to understand by the interviewees. So, for the sake of
benefiting their understanding, this research would like to use the term ‘business
dependence’ to replace the term ‘power’ for this stage, but not for other stages (The

reasons may be found out at the relevant stages).

Generally, before it decides whether to transfer the knowledge requested by the
customer, the SME will analyse various factors that affect its costs and benefits

according to their relationship.

The costs may be influenced by the following factors:

The SME’s business dependence on the customer If the SME’s business is highly

dependent upon the customer, the former will attach much importance to meeting

the latter’s requirements. Otherwise, its business will be heavily damaged.
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The importance of the knowledge for the SME Although the customer is a non-

competitor for the SME, and the transaction will not directly damage the SME’s
competitive advantages, the SME may still face a risk that the customer may give
the knowledge to other companies (especially the SME’s competitors). The SME
will therefore refuse to give the knowledge to other companies no matter who they
are if the knowledge is vital to its own business (Schrader, 1991; Barlow and

Jashapara, 1998).

The relevant influences from a third party (e.g., availability of alternative

knowledge sources) The relevant literature (Dyer and Nobeoka, 2000; Albino et

al., 1999) shows that a third party, based on its own economic benefits, may use its
relationship with the giving (or receiving) organisation to influence the KT process.
For example, if the customer could acquire the knowledge from other external
sources or develop the knowledge by itself without great effort and difficulty
(Schrader, 1991), the SME, as a knowledge source, has not many advantages over
other companies, may not treat the knowledge as important, and may feel that it
does not lose much if the knowledge is transferred. Conversely, the relationship may

be adversely influenced if the SME doesn’t agree to the transaction.

The benefits may be influenced by the following factors:

Schrader (1991, p.157) points out that: “transferring information is part of exchange
relationships grounded in reciprocity. In exchange relationships, providing another
party with a favour obliges that party to reciprocate in order to maintain the balance
of benefits and contributions, even without an explicit agreement.” Based on this
concept of reciprocity, the SME may expect some important benefits from the
customer if the former offers some important knowledge to the latter. In order to

make sure the reciprocity occurs, the SME may consider the following risks:
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The ability of the customer to provide reciprocal benefit When a receiving firm
acquires the needed knowledge from the giving firm, the former may provide other
knowledge or payment to compensate the giving firm at that time or in the future.
However, if the receiving firm has no or limited ability to reciprocate, the latter may
face some risk of losing the expected benefits (Schrader, 1991; von Hippel, 1987).
Thus, the SME may assess the customer’s ability to reciprocate before it agrees on

the transaction; if the ability is poor, it may abandon the transaction.

The trust between the SME and customer The SME may face risks of losing

some benefits because some of the expected benefits of the KT have to be received
in the future (Schrader, 1991). In order to minimise these risks, the SME will prefer
to deal only with a trustworthy customer. This judgement may be based on previous
co-operation and the customer’s previous behaviour. If they trust each other, the
SME may feel confident in receiving the expected benefits from the customer,

otherwise, the SME may prefer to avoid the transaction.

The SME will negotiate with the customer, then consider the latter’s responses and
select one of the possible solutions to acquire maximum anticipated benefits or
minimum anticipated costs. Appleyard (1996) argues that KT is undertaken by firms
which process knowledge on the basis of anticipated costs and benefits, so that even
rivals would share their knowledge if the benefits are larger than the costs. If the
argument is extended to a third party, the SME will check whether the knowledge
transaction is acceptable on the basis of the following points:

¢ Anticipated benefits from the knowledge transaction;

¢ Anticipated costs from the transaction;

¢ Anticipated benefits from a third party;

¢ Anticipated costs from the third party;

o The total benefits are larger than the total costs.
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These points are only a necessary condition for the SME to reach the deal. There are
two kinds of uncertainty: 1) the values of the anticipated costs and benefits are
estimated, so it is unknown to what extent the estimated values are close to their true
values; 2) it is also unknown if the anticipated costs and benefits may actually
appear at all. There are, therefore, risks. The SME must find good reasons to
convince itself that the relevant partners will behave as it expects. In other words, it

must trust the partners’ future behaviour.

The receiving firm (i.e. the customer) will make a similar cost and benefit analysis.

If either party of the two feels that the transaction is unacceptable, the transaction

will fail.

Based on this analysis, a conclusion can be drawn: the importance of the knowledge
for the SME; the SME’s business dependence on the receiving company; trust
between the SME and receiving company; the receiving company’s ability to
reciprocate; and the relevant influences from a third party (e.g., the receiving
company’s availability of alternative knowledge sources) are thought of as being
important factors that the SME, as the giving company, should take into account as

it makes the KT decision.

At the Selection Stage

Once the SME and customer reach a deal, the SME will select one (or more)
employee(s) to do the specific work related to the transfer. It is known that an
organisation’s power includes staffing power (Zand, 1997). Therefore, the selection
stage is actually a process that the SME uses its staffing power. From the SME'’s
perspective, the actors are just the SME and its giving employee. The co-ordinating

mechanism can be simplified as in Figure 3.10.
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Figure 3.10 The SME and its Giving Employee
at the Selection Stage

The giving employee is a key person in the KT between the SME and the customer.
Figure 3.10 clearly demonstrates that trust between the SME and giving employee is
an important factor. Before the knowledge is actually transferred, the SME normally
has its own transfer strategies that are believed to be able to bring benefits for itself,
and therefore hopes that the selected employee could behave as the strategies
instruct, and be reliable and trustworthy. Moreover, from Section 2.2.3, it is known
that the giving employee’s prior experience in the area of the transferred knowledge
(Wathne et al., 1996; Albino et al., 1999) and expressiveness will heavily influence
the KT effectiveness. Further, the giving employee may be required to have certain
theoretical knowledge background if the transferred knowledge is abstract or
theoretical (e.g., knowledge involved in consultancy, electronic or software
engineering). He may also be required to have certain social interaction skills that
makes the receiving employee feel comfortable, enjoy their co-operations, and thus
would like to do further businesses with the giving side. However, this does not
mean that the SME should use the most skilled negotiator as a giving employee for

every knowledge transaction with the customer, no matter what the transferred
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knowledge is. Some knowledge is easily transferred, or not high in value for the
customer, and the SME will not receive highly valuable reciprocation. But if the
knowledge is difficult to transfer, or of high value for the customer, the SME may
arrange a well-qualified employee to transfer the knowledge to ensure successful

transfer and appropriate reciprocity.

According to this analysis, the following factors are therefore suggested to be
important ones that the SME may take into account at this selection stage: frust
between the SME and its giving employee; the giving employee’s expressiveness;
social interaction skills; prior experience and theoretical knowledge in the subject

of the transferred knowledge.

At the Interaction Stage
The giving employee will transfer the knowledge to the receiving employee from
the customer and mainly interact with his employer (i.e., the SME) and the receiving

employee. The co-ordinating mechanism can be simplified as Figure 3.11.

SME
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Figure 3.11 The Relevant Actors and their Interactions
at the Interaction Stage
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The giving emplovee’s openness Literature in Section 2.2.3 demonstrates that the

giving employee’s openness represents his willingness to transfer his knowledge in a
collaborative interaction. A higher level of the giving employee’s openness allows a
more effective KT (Wathne et al.,, 1996; Albino et al.,, 1999; Huber, 2001;
Holmgvist, 2003).

Trust with the receiving employee Figure 3.11 shows that the giving employee’s

behaviours are influenced by both power and trust from the receiving employee.
However, the latter actually has little personal power to influence the former
because both of them are from different companies, and the receiving employee is a
recipient and at a passive position. So, the giving employee will mainly be

influenced by the trust with the receiving employee.

Trust between the giving and receiving employees has a direct and positive
influence on the giving employee’s openness (Wathne et al., 1996; Albino et al.,
1999; Goh, 2002). If the giving employee has a close inter-personal relationship
with the receiving employee, the former may lift his openness, and transfer
knowledge as the latter wants, not as his employer (i.e., the SME) wants. According
to social network theory (Burt, 1992), the giving employee is a gatekeeper or
boundary spanner of the SME. If the giving employee switches to the receiving
company (i.e., the customer), and behaves as the above-mentioned, unrestrained KT
may happen; the SME may lose not only the employee, but also the skills and
knowledge which may be difficult to replace (Dodgson, 1993; Grundmann, 2001),
and face the risk of competitive backlash (Carter, 1989; Mohr and Sengupta, 2002).

Management control on the giving employee, and the giving emplovee’s loyalty

to _the giving company Figure 3.11 also shows that the giving employee’s

behaviours are influenced by both power and trust from its employer (i.e., the SME).

Trust between the giving employee and SME has already been mentioned at the
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selection stage. The following will mainly discuss the power. In the internal
relationship between the SME and its giving employee, the power mainly comes
from its internal mechanisms (e.g., internal regulations, contracts and training)
(Connell et al., 2003). In order to avoid facing the risk of competitive backlash
(Carter, 1989; Mohr and Sengupta, 2002), the SME should impose a strict
management mechanism (e.g., contract to limit the giving employee’s behaviour) on

the giving employee.

However, as knowledge (especially tacit knowledge) is difficult to find and difficult
to audit, the SME cannot readily monitor the giving employee’s behaviour.
Secondly, it is difficult to precisely define or detail in contracts (or blueprints,
patents and scientific text) the knowledge to be transferred; property rights in
knowledge are also narrowly defined (Parker and Vaidya, 2001; Liebeskind, 1996).
Therefore, as well as it must use a reliable employee as the giving employee who
can carry out the KT tasks in accordance with its economic interests, the SME
should also build up its own corporate culture to enhance employees’ loyalty, and

employ other motivation mechanisms to induce desirable KT behaviour.

In addition, the following two points may also cause problems that the SME has to
cope with:

The duration of the transfer If the duration of the transfer is sufficiently long, the

giving employee may build up a close inter-personal relationship with the receiving
employee, even if they did not know each other before (Mohr and Sengupta, 2002;
Connell et al., 2003), which may make the SME face the risk mentioned previously.

Difficulty of the transfer Tacit knowledge is less transparent than explicit

knowledge, and also more difficult to transfer than the latter. Its transfer normally
demands that the receiving employee interacts intensively with the giving employee

face-to-face. Both sides are therefore more likely to establish a close personal
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relationship (Mohr and Sengupta, 2002; Barlow and Jashapara, 1998), which again

may make the SME face the risk mentioned previously.

Therefore, the important factors involved at the interaction stage are suggested to be:
the giving employee’s openness; trust with the receiving employee; management
control on the giving employee; the giving employee’s loyalty to the giving
company; the duration of the transfer; and difficulty of the transfer.

The Summary of all Important Factors Identified for the Giving Side
In accordance with the results of the analyses on the three stages (i.e., initiation,
selection and interaction), the identified important factors for the giving side can be

summarised as follows:

At the initiation stage, five factors are identified as important: the importance of the
knowledge for the SME; the SME’s business dependence on the receiving
company; trust between the SME and receiving company; the receiving
company’s ability to reciprocate; and the relevant influences from a third party

(e.g., the receiving company’s availability of alternative knowledge source).

At the selection stage, there are five identified important factors: trust between the
SME and its giving employee; the giving employee’s expressiveness; social
interaction skills; prior experience and theoretical knowledge in the subject of the
transferred knowledge.

At the interaction stage, the important factors are suggested to be: the giving
employee’s openness; trust with the receiving employee; management control on
the giving employee; the giving employee’s loyalty to the giving company; the
duration of the transfer; and the difficulty of the transfer.
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3.4.4 Important Factors when a SME is a Receiving Organisation
According to the initial framework, when a SME is in the position of the receiving
firm, it may experience four stages: initiation, selection, interaction and conversion.

The following will identify the important factors involved at these four stages.

At the Initiation Stage
Because the KT is assumed to be firstly initiated by the receiving side, so the SME
needs to identify its knowledge gap and available external knowledge sources before

it negotiates with the giving side (Beijerse, 2000; Szulanski, 2000).

Assuming that a customer has a solution needed by the SME, the latter will
negotiate with the former so as to get the solution. The customer, as a giving firm,
may take into account the factors, such as, the importance of the knowledge for
itself, its business dependence on the receiving company, trust between the receiving
company and itself, the receiving company’s ability to reciprocate, and the relevant
influences from a third party (e.g., the receiving company’s availability of
alternative knowledge sources) (See the analysis at the initiation stage for the case
that the SME is a giving organisation) to expect its benefits and costs caused by the
knowledge transaction before it makes the transfer decision. Because these factors
will influence the customer’s transfer decision-making, and are obviously the right
ones of which the SME should make use to influence the customer’s decision.

Hence, these factors are also important for the receiving company (i.e., the SME).

In summary, for the SME, as the receiving company, the important factors at the
initiation stage may be as follows: the identification of the knowledge gap; the
identification of external knowledge source; the importance of the knowledge for
the giving company; its business dependence on the giving company; trust
between the giving company and itself; its own ability to reciprocate; and the
relevant influences from a third party (e.g., availability of alternative knowledge

sources).
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At the Selection Stage

The SME will select an (or maybe several) employee as a receiving employee to
acquire the needed knowledge from the giving firm (i.e., the customer). The
difference between the selections of a receiving employee and a giving employee is
that the absorptive capacity is required to the former (Cohen and Levinthal, 1990;
Chen et al., 2002; Mohr and Sengupta, 2002; Holmgvist, 2003; Connell et al.,
2003). Moreover, the receiving employee is required to have motivation to learn
(Szulanski, 2000; Huber, 2001; Goh, 2002), and also certain theoretical knowledge
background if the transferred knowledge is abstract or theoretical. In addition, the
SME may positively try to acquire more knowledge than the customer wants to
offer. However, the customer intuitively wants to protect its knowledge from
diffusion, and only hopes to contribute what it wants to transfer. But the KT task is
eventually carried out by the giving employee, his personal objectives may not be in
accordance with the economic interests of his employer. So, opportunities for the
SME to acquire extra, high-value knowledge lie on the giving employee. Therefore,
the receiving employee is required to reliably do what the SME wants, and be

skilled in social interaction with the giving employee.

In a word, when it selects its receiving employee, the SME may consider the factors
such as trust with the receiving employee; the employee’s absorptive capacity;
motivation to learn; social interaction skills with the giving employee; prior

experience; and theoretical knowledge in the area of the transferred knowledge.

At the Interaction Stage

The receiving employee will learn from the giving employee. The giving
employee’s openness will directly influence the transfer effectiveness (Cohen and
Levinthal, 1990; Chen et al., 2002; Mohr and Sengupta, 2002). If the receiving
employee wants to force the giving employee to raise his openness level, the
receiving employee (See Figure 3.12) has to go through the SME to ask the

customer to exert powerful influence on the giving employee because the receiving
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employee has little personal power to influence the giving employee’s behaviour.
The customer may positively respond to the appeal, but the giving employee still has
many opportunities to make trouble for the giving employee if he is not replaced,
because knowledge (especially tacit knowledge) transfer is difficult to audit. So, it is
wise for the receiving employee to try his best to build up good relationship with the
giving employee, and win his trust (at least, not disliked by him) so that the giving

employee could raise his openness level and codification level to his knowledge.

Power
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Figure 3.12 The Channels for the Receiving Employee to Influence
the Giving Employee’s Behaviours

In order to make sure that the receiving employee can acquire the needed knowledge
from the giving employee, the SME may impose management control (e.g., training

and guidance) on the receiving employee to make him to behave as it wants.

In addition, the duration and difficulty of KT are thought of as being important
factors that may lead to a close inter-personal relationship between the receiving and

giving employees (See the analysis at the interaction stage for the case that the SME
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1s a giving company), and thus will heavily influence the effectiveness of the KT

between the two employees.

Based on this analysis, at this interaction stage, the SME, as the receiving company,
is suggested to take into account the following factors: frust with the giving

employee; management control on the receiving employee; and the duration and
difficulty of the KT.

At the Conversion Stage

Because the conversion stage is actually a process of KT within an organisation,
which is relatively well studied by relevant literature (e.g., Szulanski, 2000; Goh,
2002; Argyris and Schon, 1996; Dodgson, 1993; Cohen and Levinthal, 1990 — see
Sections 2.2.3 and 2.3.1 — 2.3.4), this study will not discuss in depth the important

factors for it.

Generally speaking, the receiving employee is a gatekeeper or boundary spanner of
the SME, the company will lose relevant knowledge and skills if he keeps his
acquired knowledge for himself, or works for other companies (even the SME'’s
competitors). So, the receiving employee’s loyalty to the receiving company (i.e.,
the SME) is very important. Further, the SME should build up the trust-based
organisational culture to enhance employees’ loyalty, and employ other motivation

mechanisms to induce desirable KT behaviour.

Moreover, even if the receiving employee would like to transfer his acquired
knowledge to his colleagues within the SMEs, the conversion from the individual
learning to organisational learning may still suffer from some problems (See Section
2.3.4). So, the SME should set up an internal management mechanism for promoting

the conversion of the individual learning into organisational learning.
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According to this analysis, at this conversion stage, the SME, as the receiving
company, is suggested to take into account the following factors: the receiving
employee’s loyalty to the receiving company; internal management mechanism
Jor promoting the conversion of individual learning into organisational learning;

and trust-based corporate culture.

The Summary of all Important Factors Identified for the Receiving Side
Based on the analysis results at the four stages (i.e., initiation, selection, interaction
and conversion), the identified important factors for the receiving side can be

summarised as follows:

At the initiation stage, seven factors are suggested to be important: the identification
of the knowledge gap; the identification of external knowledge source; the
importance of the knowledge for the giving company; its business dependence on
the giving company; trust between the giving company and itself; its own ability
to reciprocate; and the relevant influences from a third party (e.g., availability of

alternative knowledge source).

Six factors are identified as important at the selection stage: frust with the receiving
employee; the employee’s absorptive capacity; motivation to learn; social
interaction skills with the giving employee; prior experience; and theoretical

knowledge in the area of the transferred knowledge.

At the interaction stage, there are four identified important factors: frust with the

giving employee; management control on the receiving employee; the duration
and difficulty of the KT.
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Finally, for the conversion stage, the important factors are suggested to be: the
receiving employee’s loyalty to the receiving company; internal management
mechanism for the promoting the conversion of individual learning into

organisational learning; and trust-based corporate culture.

Up to now, the important factors involved at each stage of the KT process have been
identified from the two perspectives (i.e., how to learn from a partner, and teaching a
partner how to learn) and at the two levels (i.e., inter-organisational level and inter-
employee level) (Mohr and Sengupta, 2002). These factors can be highlighted at the
corresponding stages of the framework (See Figure 3.13), and are thus believed to
be able to remind and help SMEs to address the ‘boundary paradox’. Of course,

these factors need to be empirically evaluated.

3.5 Chapter Summary

There are three research questions raised in Chapter 1: how to carry out an empirical
investigation on SMEs’ KT needs to provide sound evidence to support or negate
the belief that external knowledge is of prime importance for SMEs; how to develop
an inter-organisational KT framework to help SMEs understand and, thus to
improve their KT process; and how to identify the important factors involved in the

KT process to remind SMEs to pay attention to the ‘boundary paradox’.

Based on the background knowledge provided by chapters 1 and 2, this chapter
theoretically addressed these three questions. It firstly presented the key issues
concerning SMEs’ perception on the importance of, and needs for, external
knowledge, their inter-organisational KT activities, channels and effectiveness, and
thus provided a framework for the empirical investigation on SMEs’ KT needs.
Furthermore, drawing support from organisational learning and social networks, a
co-ordinating mechanism for inter-organisational KT was developed. With the aid of
the process view, a process model was proposed. The co-ordinating mechanism and

process model, together with the cultural difference between organisations
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Figure 3.13 The Initial Framework and the Identified Important Factors
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constituted an initial four-stage framework that sets up the connections between
individual, organisational and inter-organisational levels, demonstrates the
relationship between intra- and inter-organisational learning, and also clearly reflects
the complexities and difficulties of the inter-organisational KT. Then, on the basis of
the initial framework, from a strategic perspective, the important factors involved at
the stages of the inter-organisational KT process were identified by means of the co-
ordinating mechanism and relevant literature. These factors were highlighted within
the corresponding stages of the initial framework so that SMEs would be reminded
by them to pay attention to the ‘boundary paradox’, and take them into account as

the companies exchange knowledge with their customers (or suppliers).

Therefore, the three research questions have been theoretically embodied in the
presented key issues, the initial framework and the identified important factors. The
following concerns are about how to collect empirical evidence and then process
them for the investigation in accordance with the presented key issues, and whether
the initial framework and the identified important factors really work as expected for
SMEs. The next chapter (i.e., Research Methods) will demonstrate how to seek

empirical answers for these concerns.



Chapter 4 Research Methods and Techniques
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4.1 Introduction

Based on the background literature in Chapter 2 and the overview in Chapter 1, the
previous chapter identified the key issues related to SMEs’ KT needs for the
empirical investigation so that the empirical outcomes can soundly support or negate
the belief that external knowledge is of prime importance for SMEs. It also
developed the initial framework for KT between organisations; and finally, from a
strategic perspective, it identified the important factors involved in the inter-
organisational KT process. The next questions are how to collect empirical evidence
and then process them for the investigation in accordance with the presented key
issues; whether the initial framework can really improve SMEs’ understanding of
the KT process; and whether the identified important factors can really remind

SME:s to pay attention to the ‘boundary paradox’ (Quintas et al., 1997).

This chapter aims to determine pertinent research methods and techniques to seek
empirical answers to these questions. It firstly presents the research approach
adopted in the study, then describes the selection of research methods and
techniques, and finally demonstrates the processes of relevant data collection and

analyses.

4.2 Research Approach Adopted in the Study

The purpose of this section is to select suitable research approach that will provide a
framework to determine the pertinent research methods and techniques for the study.
The selection is based on the discussions about positivist versus interpretivist, and

quantitative versus qualitative research approach.

4.2.1 Positivist versus Interpretivist
From a philosophy perspective, 2 major dichotomy that exists in research lies in

choosing between positivist and interpretivist approaches (Easterby-Smith et al.,
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1991; Hussey and Hussey, 1997; Saunders et al., 2002; Jankowicz, 2005). The
positivist ontology believes that reality is real and predictable (Healy and Perry,
2000), sees the world as external and objective, and the observer as independent of
what is observed. The choice of what to study, and how to study it, can be
determined by objective criteria rather than by human beliefs and interests (Saunders
et al., 2002). Thus, the researcher should focus on facts, look for fundamental laws,
reduce phenomena to the simplest elements, formulate hypotheses and then test
them (Easterby-Smith er al., 1991; Hussey and Hussey, 1997; Jankowicz, 2005).
The epistemology for positivist is based on the assumption that the findings are true
(Healy and Perry, 2000). The positivist approach (See following Table 4.1) is further
believed to be fast and economical, and has a wide coverage of the range of
situations. However, such research is criticised for its arguable objectivity and its
inability to understand processes or the significance that people attach to actions
(Easterby-Smith et al., 1991; Hussey and Hussey, 1997; Saunders et al., 2002;
Jankowicz, 2005). The interpretivist ontology (See Table 4.1), by contrast, is based
on the assumption that reality is constructed by the observer making sense out of the
external events and data with which he presents (Healy and Perry, 2000). It is thus
accepted as value-laded, focusing on people’s meanings, trying to understand what
is happening, looking at the totality of each situation and change processes, and
developing ideas through induction from data (Easterby-Smith et al., 1991; Hussey
and Hussey, 1997; Saunders et al., 2002; Jankowicz, 2005). The epistemology for
interpretivist is based on the assumption that the findings are subjective (Healy and
Perry, 2000). Nonetheless, the interpretivist approach suffers from weaknesses, such
as: data collection can take up plenty of time and resources, and the analysis and
interpretation of data may be very difficult and untidy because it is harder to control
~ the pace, progress and endpoints (Easterby-Smith et al., 1991; Hussey and Hussey,
1997).
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Table 4.1 Key Advantages and Disadvantages of the Main Approaches

(Saunders et al., 2002)
| Positivist Interpretivist
e Economical collection of [ ¢ Facilitates understanding of
large amount of data how and why

e (Clear theoretical focus for

Enable researcher to be alive to

e Often doesn’t discover the
meanings people attach to
social phenomena

Advantages the research at the outset changes which occur during the
e Greater opportunity for research process
researcher to retain control | ¢ Good at understanding social
of research process processes
e  Easily comparable data
o Inflexible — direction often | ¢ Data collection can be time
cannot be changed once consuming
data collection has started | e  Data analysis is difficult
Disadvantages e Weak at understanding Researcher has to live with the
social processes uncertainty that clear patterns

may not emerge
Generally perceived as less
credible by ‘non-researchers’

The positivist approach to research owes much to what we would think of as

scientific research, and treats the social world in the way it would be approached by

the natural scientist (Saunders er al., 2002), and thus encounters the following
difficulties (Jankowicz, 2005):

e The problems are inherently complex The problems dealt with by the social

researchers are frequently very complex: there are many variables, some

modifying the relationships between others.

e Problems cross discipline boundaries Social problems don’t sit within the

neat boundaries of academic knowledge, or within categories which might

suggest an appropriate technique to apply; they’re frequently ‘messy’.

e Technical matters are rarely at the root of the problem Social problem-

solving is value-driven, may have social consequences, and is frequently

intertwined in contradictory assumptions about social policy.
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e Problems don’t have an independent life of their own Professionals don’t
think in ways which are easily analysed by the hypothetico-deductive method
featured in the positivist approach, which assumes a dispassionate ‘observer’,
the existence of problems and truth ‘out there’, and a situation which sits still
enough for the effects of scientific interventions to be noticed. Intuition, gut
feeling, and flair are involved in management decision-making, and so on.

e Problems are culturally relative People in different cultures may treat the
same social problems and evidence in different ways.

Because of these difficulties, there is normally a very small space for the positivist

approach in the social research (Jankowicz, 2005).

Based on the overview of Chapter 1 and the background literature of Chapter 2, the
issues involved in this research are known to be very complex, cross discipline
boundaries and culturally relative; the ‘facts’ are very difficult to collect. The
empirical works of this research thus mainly focus on gathering data about relevant
respondents’ or interviewees’ subjective perceptions, beliefs and views on.the
issues. Therefore, it is the interpretivist, not positivist approach that is adopted in

this study.

4.2.2 Quantitative versus Qualitative

Another major concern in social research is the dichotomy between quantitative and

qualitative approaches.

Qualitative research is defined as a basic strategy of social research that usually
involves in-depth examination of a relatively small number of cases, and in which
cases are examined intensively with techniques designed to facilitate the
clarification of theoretical concepts and empirical categories (Ragin, 1994). By
contrast, quantitative research largely concentrates on issues that can be measured

accurately, and where an analysis of such measurements leads to conclusions based
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on ‘reliable’ variables. In general, qualitative approaches are primarily associated
with interpretivist research, and quantitative primarily with positivist (Jankowicz,
2005). However, it does not mean that qualitative approaches can only be used by
interpretivist research, or quantitative approaches only by positivist research. Both
qualitative and quantitative approaches can be combined in a research, even when it
is based on a purely interpretivist rationale (Jankowicz, 2005). But both
interpretivist and positivist cannot be combined in the research because their
epistemologies are based on mutually contradictory assumptions (i.e., the findings
are true or not). “It is very important not to confuse the two distinctions: that
between positivist versus interpretivist ontology and epistemology on the one hand
and between qualitative versus quantitative data and analysis on the other. Even the

most experienced of researchers make this mistake” (Jankowicz, 2005, pp.122-123).

Based on the above discussion, it is known that a research, whether it is based on an
interpretivist or positivist rationale, may use qualitative or quantitative approaches
or both of them. The following analysis will decide which of the choices is the right

one for this study.

The research is known to be carried out through the empirical investigation on
SMEs’ inter-organisational KT needs; the development and evaluation of the initial
framework for SMEs; and the identification and verification of the important factors
highlighted in the framework. The purpose of the empirical investigation is to
identify that SMEs, to what extent, believe they need external knowledge, and their
current engagement, transfer channels and effectiveness in inter-organisational KT
activities, and thus provide convincing evidence to support the hypothesis that
external knowledge is of prime importance to SMEs. The aim itself requires that a
wide range of SMEs in the United Kingdom should be targeted, and quantitative
evidence, although based on subjective perceptions, could be collected. Obviously, a
quantitative approach is more suitable to the investigation in accordance with the

dichotomy between quantitative and qualitative approaches.
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The evaluation on the initial framework aims to test whether the framework can help
SMEs understand and thus improve their inter-organisational KT process. So the
evaluation should focus on collecting respondents’ comments on the framework, and
opinions about the inter-organisational KT process. It should try to understand their
meanings and identify new issues as they emerge, and adjust or refine the
framework in accordance with the respondents’ feedback and the new issues
identified. Apparently, quantitative approach is ill-suited to the evaluation. The
strengths of qualitative approach claim that it rightly meets the requirements of such

an evaluation.

The purpose of the evaluation on the identified important factors is to test whether
the identified factors are really important, and if they should be taken into account
when a SME is a giving or receiving company from a strategic perspective. Strategic
issues related to inter-organisational KT are very complicated (Quintas ef al., 1997;
Beeby and Booth, 2000; Chen et al., 2002; Mohr and Sengupta, 2002), and thus
difficult to describe by simple quantitative elements. So, qualitative approach is

preferable to quantitative one.

According to these analyses, it can be concluded that the right choice for this study
is that both quantitative and qualitative approaches should be used. Specifically,
quantitative approach should be used for the empirical investigation, and qualitative
ones for the evaluation of the initial framework and the verification of the important

factors highlighted in the framework.

In summary, this study should be based on an interpretivist rationale, and use both
qualitative and quantitative approaches. This point provides a framework to select
pertinent research methods and techniques for the study. The selections will be

presented in the following Sections 4.3 and 4.4.
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4.3 Selection of Research Method

Research methods and techniques are often used interchangeably (Jankowicz, 2005).
For instance, some experts submit that face-to-face interview is a research method
(Neuman, 2000; Neuendorf, 2002; Saunders ef al., 2003), but others argue that itis a
research technique used in research methods, such as survey (Jankowicz, 2005). In
order to clarify the confusions, Jankowicz (2005) claims that a method is a
systematic and orderly approach taken towards the collection and analysis of data so
that information can be obtained from those data. He therefore classifies research
methods in social research into four types: explicatory method, case-study method,
survey method and experimental method. Techniques, in contrast to methods, are
particular, step-by-step procedures that can be followed in order to gather data, and
analyse them for the information they contain (Jankowicz, 2005). As Bennett (1986)
suggests, techniques regard how to do something rather than what to do, or why to
do it. Jankowicz (2005) thus treats conversation, interview, focus group and

questionnaire as research techniques.

Based on the distinction between research methods and techniques, Jankowicz

(2005) makes further differentiation among the four methods as follows:

o In explicatory method, questions are directed at people and at written sources.
Issues and events in the past are concerned in order to understand the present
and predict the future; judgements about data are made through using historical
review; conclusions are drawn on the basis of the themes that are recognised in
interview and observational material by means of the ethnographic technique or
a variety of biographical analysis techniques. The method focuses on the
personal and social meanings of phenomena as experienced by the people or
organisation being studied, and draws out the implications of those meanings for

them.
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e Case study method is used when a set of issues in a single organisation (or a
smaller unit of analysis) are a focus, and the factors involved in an in-depth
study of the organisation need to be identified. Alternatively, it is possible to
carry out a comparative case study, in which the same questions can be asked in
several related organisations. The data in a case study are obtained largely
through the analysis of written documents, and by means of interview technique;

in addition, stakeholder analysis is also available.

e A survey method aims to establish people’s views of what they think, believe,
value or feel, and discover these views for their own sake, or support an
argument that is presented through sampling a population of potential
respondents to generalise conclusions more widely. In contrast to historical
review, the survey method draws most of its data from the present. Questions
are directed at relatively large groups of people who represent a larger
population. The method may use techniques such as questionnaire, interview,

focus group, and so on.

e Experimental method may be used if the researcher is sufficiently familiar with
the situations or events that are studied, in which the relative importance of one
or more variables can be identified through techniques such as observation.
Then an explanation of the events can be made, or a more general theory of such

events can be contributed.

This research is interested in investigating SMEs’ current practices and needs for
inter-organisational KT, and seeing their views and perceptions on the applicability
of the initial framework and identified important factors. It should draw most of its
data from the present, and needs to target a large group of SMEs that represent a
larger population so that the generalised conclusions can be applied widely. So
explicatory method that mainly focuses on historical review, and case study method

that involves a single organisation (or smaller unit of analysis) are not suitable for



Chapter 4 Research Methods and Techniques 138

this study. Neither is the experimental method because it is time-consuming and
cannot target a large group of SMEs. Therefore, the survey method is considered as
a right choice for the investigation on SMEs’ inter-organisational KT needs and
practices and the evaluations on the initial framework and identified important

factors in the research.

Furthermore, based on the differentiation among the four methods, it may be found
that a technique may be used in several methods (e.g., interview in case study and
survey methods), and a method may use several techniques (e.g., case study uses
interview, focus group and the analysis of written documents). Now, the survey
method has been selected as a suitable one for this study; the following Section 4.4

will choose appropriate techniques for the method.

4.4 Selection of Research Techniques

This section aims to determine suitable techniques for the survey method that is used
for the empirical investigation on SMEs’ inter-organisational KT needs, and for the
evaluations on the initial framework and the identified important factors. The
selection is based on the discussions about both advantages and disadvantages of

relevant techniques used in the survey method.

4.4.1 Research Techniques Used in the Survey Method

Mail questionnaires, face-to-face interviews and telephone interviews are three
major techniques that are commonly utilised to collect information from respondents
for the survey method (De Vaus, 1991; Frankfort-Nachmias and Nachmias, 1992;
Neuman, 2000). Each one has its distinctive benefits and drawbacks (See Table 4.2);

the best type of technique will depend on circumstances (McBurney, 1994).
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Table 4.2 Advantages and Disadvantages of the Three Techniques
Criterion Face-to-face Mail Telephone
Interview Questionnaire | Interview
Cost High Low Moderate
Response Rate High Low High
Control of Interview Situation High Low Moderate
Applicability to Geographically | Moderate High Moderate
Dispersed Populations
Applicability to Heterogeneous | High Low High
Populations
Collection of Detailed Information High Moderate Moderate
Speed Low Low High

Source: Frankfort-Nachmias and Nachmias (1992).

4.4.2 Mail Questionnaire and Face-to-face Interview for the
Empirical Investigation

Based on Section 4.2.2, the empirical investigation is suggested to use quantitative
approach. Its quantitative evidence may be collected by either of the three
techniques. According to De Vaus (1991), selecting a technique will involve: the
nature of the population, sample size and distribution, survey topic, types of
questions, time constraints, availability of skilled personnel, amount of money
available, and the number of callbacks. De Vaus (1991, p.112) further stresses that
the cost advantages of any technique depend on how geographically dispersed the
sample is: “the greater the dispersion, the more expensive the personal [i.e., face-to-
face] interview”. Because a wide range of SMEs will be targeted, face-to-face
interviews are not appropriate in terms of time and cost of travel, and the number of
available interviewers (Frankfort-Nachmias and Nachmias, 1992). Telephone
interviews are not appropriate either; because a number of questions will be asked,
the interviewees may be confused or lose patience. Therefore, a quantitative, mail
questionnaire survey is the best choice for the empirical investigation because it

involves the lowest cost, can cover a wide range of situations and be conducted by a
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single researcher such as a PhD student (De Vaus, 1991; McBurney, 1994; Neuman,
2000).

However, this quantitative, mail questionnaire survey does have its drawbacks. As
Carr-Hill (2002, p.1) has observed, “many of the results from a statistical analysis
are simply incomprehensible without follow-up interviews with key informants”.
Easterby-Smith ez al. (1991) also argue that the abstraction inherent in quantitative
research is not very effective in understanding the significance that people attach to
actions. Qualitative research allows open-ended questions for important meanings to
be discovered and the outcome of any qualitative research offers “a deeper
understanding of experience from the perspectives of the participants selected for
study” (Maykut and Morehouse, 1994, p.43). So it seems to be very useful if
qualitative, follow-up interviews can be done in accordance with the key findings of

the questionnaire survey.

In fact, once the key findings are identified from the mail questionnaire, the
interviews can focus on validating the findings so that the questions and time for the
interviews can be minimised. Furthermore, the mail questionnaire already covers a
wide range of SMEs; the requirement for the coverage of the interviews may not be
so strong, and the cost for the interviews can be further minimised. The outcomes of
the interviews and the key findings of the mail questionnaire can be triangulated.
This kind of triangulation combines the advantages of quantitative and qualitative
studies, as well as mail questionnaire and face-to-face interviews, and can strengthen
the researcher’s claims for the validity of the conclusions drawn where mutual
confirmation of results can be demonstrated (Neuendorf, 2002). Neuendorf (2002)
argues that it is rare to find a single investigation that combines techniques in this
way, but such triangulated studies do exist. For example, Barry and Milner (2002),
Lawson et al. (2003) and Ramsey et al. (2003) adopt such triangulation approach in

their studies with SMEs. So, this research would like to adopt such approach so that
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the triangulated conclusions are more reliable and convincible, and can provide

deeper insights and better understanding on SMEs’ inter-organisational KT needs.

To summarise, a mail questionnaire technique for quantitative purpose and follow-

up interviews for qualitative purpose are adopted for the survey method that targets

the empirical investigation.

4.4.3 Face-to-face Interviews for the Evaluation on the Initial
Framework

From Section 4.2.2, it is known that the evaluation on the initial framework should
use qualitative approach and focus on collecting respondents’ comments on the
framework, and opinions about the inter-organisational KT process. It is essential to
make sure that respondents fully understand the framework and its relevant context
before they make comments on it. However, the framework is represented by a
figure (See Figure 3.13 in Chapter 3) that contains very rich context message. If the
figure is not presented, and a good explanation of it cannot be made to the
respondents, they will find it very hard to understand. Moreover, the respondents
may still have some doubts that need to be cleared away even if the explanation on
the figure is provided. On this occasion, face-to-face communication with the
respondents is needed so as to capture their perceptions, opinions, doubts and even

facial expressions. Therefore, face-to-face interviews are evidently the best choice.

4.4.4 Face-to-face Interviews for the Identified Important Factors

Based on Section 4.2.2, the verification of the identified important factors is
suggested to use qualitative approach. The factors are embedded in the stages of the
framework. Respondents cannot fully understand the meanings and positions of the
factors before they have good understanding of the framework. So the factors cannot
be independently evaluated without the necessary explanation of the framework.
According to the previous discussion on the evaluation of the framework, the

framework should be face-to-face explained to the respondents. Therefore, the best
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way is that the framework and the identified important factors could be qualitatively
evaluated together through face-to-face interviews so as to minimise the times for

the explanation of the framework.

According to the analyses in Sections 4.4.2, 4.4.3 and 4.4 .4, face-to-face interview is
considered as the most suitable technique for the qualitative validation of the key
findings of the mail questionnaire survey, and the qualitative evaluation on the
initial framework and the identified important factors. The framework and the
identified important factors should be evaluated together. Naturally, a decision to be
made is whether the key findings should be validated separately from, or together
with, the evaluations of the initial framework and the identified important factors.
Because it is very difficult to find SME managers who would like to be interviewed,
a sensible choice is that the validation of the key findings, and the evaluations of the
framework and the identified important factors could be carried out in an interview.
Therefore, each of the face-to-face interviews in this research is composed of three
parts and has three corresponding objectives: validating the key findings, evaluating

the framework, and evaluating the identified important factors.

In summary, the survey method using the mail questionnaire technique is selected as
a suitable research method for the empirical investigation, and the survey method
using face-to-face interview technique is thought of as being a suitable research
method for the evaluation of the key findings of the mail questionnaire survey, the
initial framework and the identified important factors. The key research steps taken
in this study can thus be sketched as in Figure 4.1. The dash rectangle means that
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