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Abstract
Creation, transformation, and flow of knowledge across cultural boundaries is an important concern of multinational corporations (MNCs).  Effective organizational processes surrounding knowledge are important determinants of competitive advantage.  Following a framework proposed by Nonaka (1994) and Nonaka and Takeuchi (1995), we examine the role of different modes of knowledge transfers across societies that differ in terms of individualism and collectivism.  A model of knowledge transfer that depicts the moderating influences of individualism and collectivism is presented.  Implications for the multinational corporations as a knowing organization are discussed.

CREATION, TRANSFORMATION AND FLOW OF KNOWLEDGE ACROSS THE 

INDIVIDUALISM–COLLECTIVISM DIVIDE: 

IMPLICATIONS FOR MULTINATIONAL CORPORATIONS

 As globalization intensifies, the importance of creating, transforming, and facilitating the flow of knowledge across cultural boundaries has rapidly increased.  It has been widely recognized that the leading economies of the world have moved from a manufacturing base to a knowledge base.  The new economic resources are not necessarily capital, but also encompass knowledge, an intangible resource, in ways that are more complex than were previously construed.  Knowledge is now seen as the primary foundation of competitive global organizations.  Cheng and Bolon (1994), Stewart (1997), Leonard-Barton (1995), and Edvinsson and Malone (1997) indicated that effective knowledge management is also responsible for successful evolution and longevity of global organizations.  Various aspects of organizational learning associated with the creation and flow of knowledge are discussed in the Handbook of Organizational Learning and Knowledge (Dierkes, Berthoin Antal, Child, & Nonaka, 2001).  

Theoretical perspectives on knowledge what knowledge is and how it evolves has been addressed by scholars such as Polyani (1966).  However, only recently has organizational knowledge been regarded as a valuable asset, particularly for multinational and global corporations.  Webber (1993) and Rheinhard, Borneman, Pawlowsky, and Schneider (2001) noted that intangible assets, which include knowledge, are an excellent indicator of the current functioning of an MNC, and also reflects its potential for enhancing short- and long-term effectiveness.  

Theoretical perspectives regarding how organizations create, manage, and transfer knowledge currently exist in the literature (i.e., Choo, 1998; Govindarajan & Gupta, 2001; Teigland, Fey, & Birkinshaw, 2000; Bhagat, Kedia, Harveston, & Triandis, 2002).  Gupta and Govindarajan (1991) proposed a theoretical framework within the multinational context that takes into account the flow of knowledge among subsidiaries and the parent company.  Their idea was to highlight the impact of intended knowledge flows on the management of multinationals.

First, the multinational corporation constitutes a bundle of knowledge that is intrinsic in character.  How does such intrinsically held and organized information get transferred and diffused across various subsidiaries without a great deal of distortion?  This question is easy to articulate but is difficult to answer.  Without a clear understanding of the organizational and human processes involved in the creations, transfer, and absorption of knowledge across cultural boundaries, multinationals are ill prepared to use such knowledge.

In this paper for the conference on the MNC as a knowing organization, we examine the process of creation, transfer, and absorption of organizational knowledge between subsidiaries of a multinational as well as between two multinationals that are located in dissimilar cultural contexts.

Initial Theoretical Considerations

Knowledge 

Knowledge in an organization is widely distributed and embedded in its social and cognitive structures.  It may assume many forms but its quality is revealed in the range of capabilities that the organization possesses as a result of this knowledge.  While a majority of an organization’s knowledge is rooted in the expertise and experience of its individual members, the physical, social and cultural context of the organization exercise unique influences on the effectiveness of such knowledge.  Because organizational knowledge is both highly personal and widely dispersed, it is important for organizations to design appropriate social and technical structures to promote the internal sharing of such knowledge among its key constituents including the subsidiaries and other multinationals located in dissimilar national and cultural contexts (Davenport & Prusak, 1998).  In addition, it must forge partnerships with other organizations and governmental agencies to exchange and jointly create new knowledge.  As long as knowledge remains highly personal and rooted in the unique cognitive systems of the individual members, which makes it difficult to share, organizations cannot easily benefit from the value of this collective insights and expertise.  This is particularly true for multinational and global organizations since knowledge in such organizational systems are highly dispersed and not uniformly distributed in different subsidiaries around the world.  Consider a modern-day consulting firm such as McKinsey and Company whose consultants move from client organization to client organization, helping the client to solve problems or implement new systems, management practices, marketing approaches, etc.  These consultants develop personal insights and unique knowledge about the special requirements of clients in their particular industries.  Such knowledge is critical in allowing the client organization to solve problems, but often remains hard to externalize for the overall benefit of other McKinsey consultants who might encounter similar problems.  It has been reported that “knowledge is the lifeblood of McKinsey” (Bartlett, 1996: 95), and that the company must act proactively if it notices ineffective processes in the creation, transformation, and absorption of knowledge throughout its multinational operations. 

We begin with the following well-established themes in the area of knowledge management:

1. Organizational knowledge resides in individuals who accumulate this knowledge by working on their specialized jobs in the organization over the course of their careers.

2. Organizations must find appropriate ways of creating, transforming, and absorbing such personal knowledge if they wish to leverage such expertise for new product and process development.

3. Multinational organizations must develop suitable ways of transferring uniquely derived knowledge to its subsidiaries, joint venture, and strategic alliance partners around the world.


In this paper, we are primarily concerned with knowledge that leads to technical innovations in either products or processes.  Innovative products, services, development of new competencies, and improvement of existing organizational work activities are possible when useful sources of information and knowledge are shared by various organizations or sub-units.  Taylor (1991) presented a taxonomy of eight classes of information and knowledge use and we delineate their significance as follows:

1. Factual:  Information is used to establish facts of a phenomenon or events, to describe reality as it exists or as it existed or will exist in the future.  Accuracy and reliability of information are critical in determining the utility of such factual information for organizational innovation.

2. Instrumental: Information in this category is used to enhance the ability of an individual or organizational unit to accomplish something and how to do something better.  Employee management development related activities are important examples of this kind of information and knowledge use.

3. Confirmational:  Information is used to verify the accuracy of another piece of information.  Marketing data obtained through a consulting firm may be used to confirm the validity of existing databases in the organization.

4. Problem Understanding:  Information and knowledge are used to develop rigorous insights into the nature of an important phenomenon.  Examples include difficulties in disposing nuclear wastes so as not to cause long-term environmental hazards.

5. Motivational:  Information and knowledge in this category are used to sustain and motivate a particular cause of action.  Knowledge that leaders who are transformational in their styles are more effective than leaders who are transactional in nature may be used to motivate and inspire a new breed of leaders in the organization.

6. Projective:  Information is used to predict a future event or a series of events.  Future estimates of the growth of important market segments, or of the life cycle of a new product or service depend on project uses of information and databases.

7. Personal or Political:  Information and knowledge may be used to develop personal and politically viable relationships, to enhance status and reputation, and to pursue strategic relationships.  Controlling a key strategic situation and getting connected to important others are examples of knowledge use in this category.

8. Enlightenment:  Information and knowledge are used to make sense out of a complex situation, develop theoretical models, and provide important insights.  Information may be used to provide guidance in such matters as why large U.S. banks continue to make bad loans to countries that are unable to pay their obligations in a timely fashion, for example.  In other words, knowledge can be used to examine why managers persist on an irrational course of action despite overwhelmingly negative evidence that indicates the wisdom of doing just the opposite.

All of these eight classes of information and/or knowledge are routinely created in organizations.  
Some of the important elements which influence information use are based on an individual's and the immediate work group's attitudes towards information and knowledge seeking.  Organizational knowledge becomes valuable when it (a) can be made available in a codified (written form) or other formal fashion and (b) can be well understood by eventual users of the knowledge.  Knowledge that cannot be easily codified without incurring significant losses of information is difficult to diffuse.  Examples of difficult to diffuse knowledge include skills required to repair complex machinery or teaching an apprentice to make bread.  Michael Polanyi noted, "we can know more than we can tell" (1966: 4).  We might recognize a special technique that allows us to succeed in completing a complex task, but be unable to fully explain how and why we recognize the value of the technique.  Such knowledge is called tacit because it is hard to articulate in an easily understood fashion and cannot be broken down into discretely fathomable rules or elements.  Tacit knowledge is of crucial significance in our work and personal lives.  It enable us to drive a car, deal with a seven year old child, and settle a difficult dispute among colleagues.  In other words, tacit knowledge is "knowledge in action," in that these are special actions, recognitions, and judgments which one knows how to engage in spontaneously and with little forethought either before engaging in such actions or during their execution (Schon, 1983: 54).  

In contrast, explicit knowledge is easily codified and diffused.  Such knowledge is also called public knowledge (Boisot, 1995), and is found in textbooks, academic journals, encyclopedias, and other formal technical sources such as the Internet and intra-net archives.  Multinational corporations must create and convert both tacit and explicit knowledge.  The history of numeral control machines is a good example of converting tacit to explicit knowledge, and then turning this competency into competitive advantage (Sable, 1982; Noble, 1984).  In the next section, we discuss the concept of knowledge creation and transformation by adopting a framework from Nonaka and Takeuchi (1995).


Knowledge Creation and Knowledge Transmission

Nonaka (1994) defines knowledge as a multidimensional concept with multi-layered meanings.  Using traditional epistemology, he adapted a definition of knowledge as “justified true belief” (Nonaka, 1994: 15).  Although the terms “information” and “knowledge” are often used interchangeably, he clearly differentiates between these two concepts.  

Information is a flow of messages, meanings, or symbols needed to restructure, change, or develop knowledge.  Another way to look at information is to think of it as a commodity that yields knowledge.  In other words, information can be conceptualized as flow of continuous and intermittent messages, while knowledge is created and organized by the commitment and belief patterns of its holder and its recipient.  This notion, as advanced by Nonaka (1994), re-emphasizes the essential aspect of knowledge as it relates to human action and we might add, to organizational action.  

It is our view that generation and transmission of knowledge is embedded in a context that is a product of strategic considerations, technical systems, and the administrative heritage of firms. In the larger context, these three systems are influenced by the cultural contexts of the societies in which the organizations are located.  Viewing the organization as a knowledge production system tends to focus our attention not only on the sophistication of technical systems such as Electronic Data Interchange (EDI) but also on the efficacies of interactions among these three systems.  Knowledge is much broader and complex than simple propositional and algorithmic knowledge than has traditionally been implied.  Creators of knowledge do not necessarily use existing knowledge in an instrumental fashion, but they also utilize their personal sources and draw upon collective sources of knowledge (Spender, 1996).  In other words, managers of multinational organizations may create new knowledge or at least they are capable of doing so, insofar as they are relatively unconstrained by the demands of the above three systems (see figure 1).  

Figure 1 depicts the creation and transfer of knowledge between two organizations (i.e., MNC’s in two distinct cultural contexts) and their regulation by the embedding systems of administrative heritage, strategic consideration, and technical systems.  The effectiveness of the flow of knowledge is moderated, in its turn, by the cultural contexts of the two transacting organizations.  More fundamentally, the cultural context influences the way knowledge is created in each organization.  Daft and Weick (1984) advanced a model of organizations as ‘interpretation systems,’ emphasizing the idea that organizations make sense of information in an active manner, i.e., they enact on the information which is potentially available in the system.  Our approach suggests that such enactment processes are culturally constrained and determined.

- - - - - - - - - - - - - - - - - - -

Insert Figure 1 about here

- - - - - - - - - - - - - - - - - - -

Our reviews of the literature indicate that, while we seem to know a great deal concerning the importance of managing knowledge in organizations, we know less concerning how knowledge is created in a sending organization and transmitted to recipient organizations.  While there has been an increased emphasis on exploring the intricacies surrounding these processes, as is reflected in the special issue on knowledge and the firm in the Strategic Management Journal Grant & Spender, 1996) and the Handbook of Organizational Learning and Knowledge (Dierkes, et. al., 2001), research into the flow of knowledge across cultural boundaries are rare.  With the exception of Bhagat, et. al. (2002), there has been little systematic attention to examining the flow of knowledge across cultural boundaries.  

Both tacit and explicit knowledge are involved in the creation, transformation, and flow of knowledge.  Such processes may involve all of the eight functional uses of knowledge that we have already presented, following the taxonomy of Taylor (1991).  Tacit knowledge is personal, difficult to communicate (Polanyi, 1958), highly specialized, and not easily valued or traded in the external marketplace (Ghemawat, 1991), whereas explicit knowledge is codified and transmittable (Nonaka & Takeuchi, 1995).  Reed and DeFillippi (1990) have argued that tacit knowledge is embedded in the organization's social fabric.  Increasingly, the generation and effective transmission of tacit knowledge is regarded as a critical part of knowledge management in both domestic (Lei, Hitt, & Goldhar, 1996) and in multinational contexts (Bhagat, et.al., 2002).  

It should be clear that tacit knowledge is inherently hard to process and even harder to transfer because it is uniquely rooted in the historical and cultural context of the multinational organization.  Understanding the significance of tacit knowledge requires both cognitive and technical elements (Nonaka, 1994).  Cognitive elements are focused on mental models (Johnson-Laird, 1983) in which human beings create approximate models of the world using mental images, metaphors, and analogies.  These mental models include schemata, paradigms, beliefs, and viewpoints that supply frames of reference which allow individuals to perceive and define their world in more manageable terms.  The technical element of tacit knowledge, on the other hand, consists of specific and focused information such as know-how, blueprints, and other technological details.  Nonaka (1994) reminds us that the cognitive element of tacit knowledge refers to an individual’s or group’s image of social reality and expectations for the future.  In other words, tacit knowledge focuses on what is present in a given context and also on what ought to be present in that context as well.  However, in explicit knowledge, the focus is primarily on what is present and can be conveyed relatively easily in codified form, such as technical blueprints.  To use another perspective, tacit knowledge is a process of continuous knowing and is analog in character, while explicit knowledge is discrete or digital.  It is stored in repositories including libraries, archives, and databases and can be accessed rather quickly without any distortion.  

Knowledge flow invariably involves flow of both tacit and explicit knowledge across subsidiary units or between two multinationals located in dissimilar cultures.  The framework proposed by Nonaka and Takeuchi (1995) is useful to understand the flow of knowledge when such flows inherently involve conversion of tacit knowledge to explicit knowledge, explicit knowledge to tacit knowledge, and other related forms.

Mode 1:  Transmission of Explicit Knowledge to Explicit Knowledge.  Explicit knowledge can be transferred with the intention of creating either explicit or tacit knowledge in the mind of the receiver.  When explicit knowledge is converted into another form of explicit knowledge in order to execute organizational tasks, this process is called combination (Nonaka, 1994).  He conceptualizes this process as involving the use of different bodies of explicit knowledge held by individuals.  The process of reconfiguring information, being transmitted by such exchange mechanisms as meetings, telephone conversations, teleconferencing and electronic mails, can be labeled as the process of combination.  The essential idea here is to reconfigure the information through the use of sorting, adding, re-categorizing, and revising explicit knowledge in order to create new knowledge.  Flow of such knowledge is formalized and easily codified.  The role of cultural differences, based on different value systems as held by individuals in different contexts, introduce little distortion in such transmission processes.  An example of a global information system used to transfer explicit knowledge between organizational constituents is electronic data interchange (EDI) technology (Clarke, DeLuca, Imai, McCubbrey, & Swatman, 1992).  The global reservation system of an international airline is a classic example of this type of system (Robey & Rodriguez‑Diaz, 1989).

Mode 2:  Transmission of Explicit Knowledge to Tacit Knowledge.   Explicit knowledge can be transferred with the intention of creating tacit knowledge as well.  This form of knowledge conversion is called internalization (Nonaka, 1994), and is “learning by doing.”  In service industries, for example in the McKinsey case alluded to earlier, this type of knowledge conversion is very important.  The essential idea is to reconfigure the information and make it useful by immediately applying it and seeing how it works.  For example, in a study of franchising operations it was found that effectiveness was enhanced by examining the acquisition, depreciation, and transfer of knowledge through learning by doing (Darr, Argote & Epple, 1995).  Another example involves the art of learning fine cooking.  One might gain explicit knowledge about the difficult art of French cooking by reading Julia Child’s book; but, one becomes much more proficient by experiencing a trial and error process of attempting various recipes after reading the book.  The role of cultural differences based on dissimilar value orientations as held by individuals in differing cultural contexts plays a distinctive role, because conversion involves the use of schemata held by individuals from their past experiences.  

Mode 3:  Transmission of Tacit Knowledge to Tacit Knowledge.   Tacit knowledge can be transferred with the intention of creating either explicit or tacit knowledge in the mind of the receiver.  When tacit knowledge is transmitted from one context to another, this process is called socialization (Nonaka, 1994).  Nonaka conceptualizes this as consisting of complex interactions between individuals and organizational systems.  The systemic character of the organization will play a distinctive role in these transmissions (Garud & Nayyar, 1994).  Nonaka (1994) argues that tacit knowledge can be transferred without relying on language or other semantic forms.  Trainees or junior managers learn such tacit knowledge by observing their mentors at work.  On-the-job training involves observation, imitation, and practice on the part of the protégé. 

Mode 4:  Transmission of Tacit Knowledge to Explicit Knowledge.   Tacit knowledge can also be transferred with the intention of creating explicit knowledge in the mind of the receiver.  This process is called externalization (Nonaka, 1994).  This process involves expressing and articulating knowledge through the use of metaphors and analogies (Nonaka & Takeuchi, 1995).  Externalization is an important form of knowledge conversion as it is a means of converting tacit knowledge maintained in the employee base into explicit knowledge, which can then be leveraged to the organizational level, making it accessible throughout the organization.  Information technology is an effective method to enable this process.  Multinational firms, such as Asea Brown Boveri, have been strong proponents revolutionizing how individuals work together to produce new knowledge.  They use groupware information technology tools, including software such as Lotus NotesTM, to help their employees turn tacit knowledge into explicit knowledge (Sproull & Kiesler, 1991).

Table 1 lists the various patterns of knowledge flow using the concepts of codifiability, complexity, and teachability.  Kogut and Zander (1993) advanced these ideas to examine flow of knowledge in their evolutionary theory of the multinational corporation (MNCs). 

- - - - - - - - - - - - - - - - - - -

Insert Table 1 about here

- - - - - - - - - - - - - - - - - - -

Table 1 shows that knowledge which is transmitted from an explicit form to an explicit form (E E) can be easily codified (i.e., can be transferred in the form of blueprints and technical writing), taught  easily (i.e., transferred to another member of the organization) and is of low complexity (i.e., uses less cognitive components and more technical components).  Knowledge that is transmitted from explicit to tacit form  (E T) cannot be easily codified, but can be taught with moderate success.  It is also of moderate complexity.  Knowledge that is transmitted from tacit to tacit form (T T) is the most difficult form of knowledge transfer in terms of codifiability, teachability, and complexity.  The last form of knowledge transmission, which consists of conversion of knowledge from tacit to explicit form (T E), can be codified with moderate success and can also be taught with moderate success.  It is also of moderate complexity.  Table 1 shows that the form of knowledge transfer involving the heavy use of socialization mode of knowledge conversion is the most difficult type of knowledge transfer to take place in any situation, whether they involve two transacting units of a MNC or just two organizations in a homogenous cultural context. 

We suggest that this process becomes more complex when performed across dissimilar cultures.  In the next section, we examine the role of the most important dimension of cultural difference in constraining the effectiveness of knowledge transfer.  

Individualism versus Collectivism

The dimension of individualism versus collectivism has received considerable attention in recent empirical research in international and comparative management.  Individualism and collectivism are social patterns that define cultural syndromes of all the countries in the world (Hofstede, 1991, 1980).  Some countries are more individualistic whereas other countries are more collectivistic in their orientations.  Our analysis of the past four decades of the literature on culture and cultural variations reveals that individualism versus collectivism is the “deep structure of cultural difference among societies” (Greenfield, 1999; Hofstede, 2001; Triandis, 1995, 1998).

Individualism may be defined as a social pattern that consists of loosely linked individuals who view themselves as independent of collectives and who are primarily motivated by their own preferences, needs, rights, and contracts.  The predominant tendency in individualistic societies is to pay attention to personal goals over collective goals and emphasis is on rational analyses as opposed to historical information.  In other words, individualists are socialized to look for information in their acontextual form and are also taught to disregard knowledge that may be tacit in character.  They are likely to emphasize significance of information in written and codified form and are more likely to obey such information (Triandis, 1985).  

Collectivism may be defined as a social pattern that consists of closely linked individuals who see themselves as belonging to one or more collectives (family, co-workers, organizations, tribe, etc.).  They are primarily motivated by the norms and duties imposed by these collectives.  They are highly inclined to give priority to goals of these collectives over their own personal goals.  The predominant tendency in collectivistic societies is to emphasize historical and contextual information in making sense of events which otherwise cannot be explained easily.  Collectivists are less likely to emphasize significance of information in written and codified form and are more likely to disregard such information.  

In our view, organizations located in individualistic contexts prefer externalization and combination modes of knowledge creation, whereas organizations in collectivistic contexts prefer socialization and internalization as its primary modes of knowledge creation and transformation.  The individualistic preference for externalization and combination modes and the collectivistic preference for socialization and internalization modes only imply that there is a strong tendency, perhaps an established one, to favor these distinct modes.  Individualistic organizations (i.e., organizations whose employees are overwhelmingly individualistic in their orientations) and collectivistic organizations (i.e., organizations whose employees are overwhelmingly collectivistic in their orientations) use other modes as well - it is just that they differ in their pattern of preferences (see Figure 2).  

- - - - - - - - - - - - - - - - - - -

Insert Figure 2 about here

- - - - - - - - - - - - - - - - - - -

In our model (Figure 3), we have illustrated the importance of individualism versus collectivism as a moderator of the relationship between knowledge conversion and effectiveness of knowledge transfer or flow.

- - - - - - - - - - - - - - - - - - -

Insert Figure 3 about here

- - - - - - - - - - - - - - - - - - -

Figure 3 shows that the effectiveness of knowledge transfer is a function of the type of knowledge and the conversion process that is involved.  The decision as to which type of knowledge is transmitted depends on the strategic considerations on the part of the transacting parties.  For example, if one of the subsidiaries of a MNC happens to be a fountainhead of knowledge, then it becomes strategically important to diffuse the knowledge throughout the entire networks of the MNC.  Kedia and Bhagat (1988) discussed the importance of such strategic processes.  If the type of knowledge that needs to be transferred can be easily codified and is fairly explicit in character, then the mode that is likely to be emphasized is one of combination.  However, if the type of knowledge that needs to be transferred is fairly tacit in nature and cannot be easily codified, then the likely mode of knowledge transfer will be socialization.  Strategic considerations are important regardless of whether the knowledge being transferred is tacit or explicit.  Gupta and Govindarajan (1991) discuss the importance of strategic considerations in their knowledge flows based framework for analyzing the effectiveness of multinational corporations.  Our first proposition is concerned with this moderating role.  

Proposition 1:

Strategic considerations play important roles in determining which form of knowledge (Tacit or Explicit) is likely to be converted in the process of transferring to another subsidiary or another multinational corporation.

Because strategic considerations are important, we conceptualize it as the first moderator playing an important role in determining what kind of knowledge is likely to be emphasized in the process of knowledge transfer.  

Next we show that the effectiveness of the transfer process is moderated by the cultural variation of individualism versus collectivism.  Our next four propositions deal with role of this dimension as it moderates the flow of knowledge across dissimilar cultures.  In doing so, we keep in mind that knowledge flows do involve the four different modes of knowledge conversion as proposed by Nonaka (1994).  

Proposition 2:

Knowledge flows across subsidiaries of a multinational organization or between two transacting multinationals is likely to be most effective if such knowledge flows are predominantly based on a combination mode (E E) and if the cultural contexts in which both the transmitting and the recipient organization are located are individualistic in character.

We have illustrated the moderating role of individualism-collectivism in the following fashion. Proposition 2 deals with flow of combination mode of knowledge.

Individualistic context 
 
Individualistic context....... Likely to be easiest

Collectivistic context 

 
Individualistic context

Individualistic context 
 
Collectivistic context 

Collectivistic context 

 
Collectivistic context....... Likely to be most difficult

Proposition 3:

Knowledge flows across subsidiaries of a multinational organization or between two transacting multinationals is most effective if such knowledge flows are predominantly based on an internalization mode (E T) and if the cultural context in which the transmitting organization is located is individualistic and the recipient organization is located in a collectivistic context.

The moderating role of individualism-collectivism is shown below.  Proposition 3 deals with flow of internalization mode of knowledge.
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Proposition 4:

Knowledge flows across subsidiaries of a multinational organization or between two transacting multinationals is most effective if such knowledge flows are predominantly based on a socialization mode (T T) and if both cultural contexts in which the transmitting and the recipient organization are located are collectivistic in character.

The moderating role of individualism-collectivism is shown below.  Proposition 4 deals with flow of socialization mode of knowledge.
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Proposition 5:

Knowledge flows across subsidiaries of a multinational organization or between two transacting multinationals is most effective if such knowledge flows are predominantly based on an externalization mode (T E) and if the cultural context in which the transmitting organization is located is collectivistic and the recipient organization is located in an individualistic context.

The moderating role of individualism-collectivism is shown below.  Proposition 5 deals with flow of externalization mode of knowledge.
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Collectivistic context

 
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Individualistic context
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Individualistic context
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Collectivistic context....... Likely to be most difficult

The logic of the above five propositions should be clear, given our earlier discussions concerning the differences between collectivism and individualism as two dominant cultural syndromes of societies.  Collectivists are not as comfortable as individualists in articulating as well as absorbing knowledge that is conveyed in a predominantly explicit fashion - especially if such knowledge is carried for enhancing effectiveness of their organizational systems.  We suggest that collectivists value knowledge that is more tacit in character and which evoke contextual and historical data and information.  Individualists are likely to be much less concerned with historical and contextual data and information.  Therefore, they would be most effective in absorbing explicit knowledge generated in individualistic contexts with the explicit purpose of enhancing effectiveness of their technical, managerial, and organizational systems.  

Implications for Cross-Cultural Management

For researchers in international and comparative management, our model has several implications.  


Implication 1.  Future researchers need to recognize the difference between tacit and explicit knowledge.  Attention should also be paid to the eight classes of knowledge and information use that we discussed earlier.  Two types of knowledge that embody these eight functional uses have different types of consequences in multinational settings.  Whereas explicit knowledge may be conveyed with relative ease, it might not be sufficiently comprehensive or succinct to the receiving organization.  Knowledge flows across subunits of multinationals often comprise both explicit and tacit forms of knowledge.  Nonaka (1994) has provided a powerful framework for recognizing the four different distinctive modes of knowledge conversion that characterize the process of knowledge transfer across various subsidiaries of a MNC as well as between two transacting multinationals.  We encourage future researchers to recognize the significance of all of these modes.  In adopting this method, our understanding of MNCs as knowing organizations will increase.  In fact, multinationals are best understood as a network of transactions of different types of knowledge flows which are taking place all the time and across different national and cultural contexts.  

Implication 2.  In the literature on knowledge flow there is little recognition of the role of cultural differences.  We hope our conceptual model has highlighted the importance of examining the moderating influences of one important dimension of cultural variation, i.e., individualism versus collectivism, on the process of knowledge flow among transacting organizations.  While this is regarded as a “deep structure” of cultural difference (Greenfield, 1999; Hofstede, 2001; Triandis, 1998), it is also important that in future research endeavors we consider the relevance of other of other dimensions of cultural variations (Lytle, Brett, Barsness, Tinsley, & Janssens, 1995).  The conceptual model was advanced to stimulate further research and thinking in this important area in the field of international management.  Next we discuss the implications of our approach for MNCs as knowing organizations.

Implications for MNCs as Knowing Organizations
The conversion and transfer of knowledge is not a trivial issue in multinational organizations.  Indeed, this ability to effectively transfer knowledge across the national boundaries of the MNC as well as between transacting MNCs is a fundamental factor in enhancing competitiveness (Bartlett & Ghoshal, 1989; Franko, 1989; Kogut & Zander, 1993).  Difficulties arise in the creation and transmission of knowledge due to differences in the (a) character of the knowledge that needs to be transmitted, (b) the process of the transfer involved, (c) the nature of the conversion process, and (d) the cultural contexts of the transacting multinationals (Marshall, Prusak, & Shpilberg, 1996; Bhagat, et.al., 2002).  

We have emphasized the role of one dimension of cultural difference, as it moderates the effectiveness of knowledge transfer across different national contexts.  We have also discussed the significance of strategic considerations in the knowledge transfer process.  It is important for managers to know which mode of knowledge transfer is likely to be most effective and under what conditions.  In our view, multinational firms that rely a great deal on the effectiveness of knowledge management processes are in a position to receive that knowledge if they engage in the following activities:

1. Develop a strategic plan for acquiring knowledge from important sources on an ongoing basis.  For example, when Japanese semiconductor companies moved toward architecture-based products, they moved away from commodity products, such as DRAMS, and this move is strategically channeled through long-term plans of this multinational companies. 

2. Allowing important knowledge management officers access to professional networks.  Since knowledge sharing can be viewed as being sustained by “back room” discussions of professional groups, it is important that engineers and other developers have continuous access to important networks in their profession.  Some of the knowledge being transferred is, of course, explicit, while others are very tacit.  Absorption of tacit knowledge will become easier in these professional networks. 

3. Preparing the eventual creators and users of organizational knowledge.  In order to protect the most strategic aspects of knowledge, it is important that senior managers prepare the eventual creators and users to engage in appropriate safeguards.  Many semiconductor companies routinely conduct internal reviews of research papers prior to submission to professional conferences.  They even screen conference presentations to control diffusion of important strategic knowledge.  

While these are ongoing processes, there is little that is done to prepare the eventual creators and users of knowledge for the cross-cultural challenges present in absorbing tacit and explicit forms of knowledge.  Our analyses clearly indicate that we must prepare the individualistically inclined managers to engage in appropriate methods to decipher tacit forms of knowledge that are of strategic significance.  Similarly, multinational corporations must also prepare their collectivistically inclined managers to appreciate the uses of explicit knowledge, even when such knowledge might appear excessive and create information overload.  While we have not outlined strategies for training that would bridge the individualism-collectivism divide in effective management of knowledge transfers, the Handbook of Intercultural Training, edited by Landis and Bhagat (1996), should be useful.

Our model illustrates the significance of the role of one dimension of culture in determining the effectiveness of the knowledge transfer process.  There are other dimensions of culture that are certainly relevant for flow of knowledge across national boundaries; however, we chose to focus on only one dimension in order to explore in some depth the role that this specific dimension of cultural variation has on this process.  In future endeavors, one might examine the role of such dimensions as power distance, uncertainty avoidance and masculinity - femininity, etc. on the knowledge transfer process.  
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Table 1

Contrasting Patterns of Knowledge Flows
	
	Combination

E  E
	Internalization

E  T
	Socialization

T  T
	Externalization

T  E

	Codifiability
	Easily codified
	Can not be easily codified
	Is very difficult to codify
	Can be codified with moderate success

	Teachability
	Taught easily
	Can be taught with moderate success
	Can not be taught with success
	Can be taught with moderate success

	Complexity
	Low complexity
	Moderate complexity
	High complexity
	Moderate Complexity


Figure 1. A Schematic Diagram Representing Interaction Among Cultural Context, Technical System, and Strategic System







Figure 2.  A Schematic Diagram Showing Our Conceptualization of How Collectivistic and Individualistic Organizations Differ in Knowledge Creation.











Figure 3.  A Conceptual Model of Knowledge Transmission across the Individualism-Collectivism Divide
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