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ABSTRACT
Knowledge Management (KM) plays a vital role in sustaining a firm's competitiveness; the
strategies and capabilities of employee are instrumental in enhancement of organizational
performance. Learning organizations possess capacity to cope with the challenging need of
innovative practices. However, impact of knowledge management (KM) implementation on
organizational performance still remains a composite matter that needs further exploration. The
dependency on technological innovation has improved the diversities, but the relevance is the
human and his/her knowledge. Companies have to update their knowledge and change their
diversities, so as, to effectively use their resources and maintain them as well, In a “learning’
organization, control remains cautious to picture problems and to present solutions to overcome

the challenges.

This study endeavors to find out how Knowledge-Management practices and Knowledge-
Integration capacity enhance the innovative capabilities of the organization. This research also
ferrets out as to how innovative methods improve the company’s efficiency. It analyzes the
impact of knowledge-integration capacity and knowledge-management methods on advancement
and examines the impact of advancement on a company's efficiency. It also analyzes the
mediating impact of innovation between knowledge integration capacity and knowledge

management methods on the company’s performance.

A sample of this study consists of 500 employees of corporate sector in Islamabad area. Of
those, 423 respondents returned the questionnaire administered through field survey; thereby
achieving success rate as 84.6%. Random sampling was used for the survey. For the purpose of

analysis valid and comprehensive questionnaire was used ensuring its internal consistency and



validity. ltems are analysed in such a way that shows maximum variance extracted from the
varnables and calculation of linear combination was made, finally resulting to uncorrelated
factors. SPSS results are further authenticated using AMOS which authenticated the model in
term of reliability and validated it with relations and their strength, values and variances. Result
reveals that knowledge integrated capacity report a 30% whereas knowledge management
practices signify effect as 87 % in organizational performance. Similarly, knowledge integrated
capacity report 32% and knowledge management practices signify 73% in amplification in the
innovation in the organizations. Results also indicate that innovation in an organization has
significant impact on organizational performance and accounts for 65% strengthening of the
organization performance. Through Mediation, the impact of KIC and KMP is 20 %and 40 %
respectively. The study suggests that knowledge integrated capacity and knowledge management
practices are instrumental in effective utilization of core competencies to achieve desired goals
of organizational performance. Innovation has the functionality to develop what the company to
adapt to remain viable entity in competitive environment: therefore, knowledgeable workers

would remain strength in innovative practices, enabling organization to demonstrate growth.

Keywords: knowledge, integration, innovation, technology, culture and organizational

performance
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Chapter 1

INTRODUCTION

1.1 Operational Background

‘Knowledge Management’ has become a very essential concept in the industrial world. In
many companies, investment in Knowledge Management has taken top precedence. I is the
common view that the implementation of Knowledge Management is correlated with the
academic capital of a company, which in tumn influences the financial performance and
mnovative capability (Wong, 2005). However, earlier studies about how to develop

Knowledge Management capacity are still contentious (Birkinshaw ef al. 2002).

Firstly, distinctiveness of knowledge from numerous viewpoints has been classified.
Conversely, no consistent set of descriptions has been recognized. For example, Polanyi
(1962) categorizes ‘knowledge’ into two classes: implicit and explicit. Precise knowledge can
be categorized and collected in the shape of solid figures, handbooks, organized events or
general values, while inferred knowledge is the result of human practice and is merely
exposed through its application. Spender (1996) suggests that knowledge can only be
collected or acquired by persons of a community. The combined knowledge in general is a
combination of the collective hard work of numerous people having diverse but

corresponding skills (Grant, 1995),

Secondly, several studies have shown that Knowledge Management is an industrial
development containing several associated features such as orgamzational learning,
knowledge integration, dissemination of knowledge and others (Wilkens er al., 2004: Gold et
al., 2001; Sarvary, 1999; Nevis et al,, 1995). Most of the earlier lessons show that the

activities of Knowledge Management will augment knowledge-management capacity (Lin &




Tseng, 2005; Lee & Hong, 2002). For example, organizational learning and knowledge
management integration will affect knowledge-management capacity. Knowledge
dissemination will influence the innovative capability of a firm. However, the relationship
between these variables was ignored in earlier studies and thus necessitates additional

investigation.

Thirdly, earlier studies conclude that Knowledge Management is sinictly linked to
knowledge-management approaches and objectives (Davenport & Prusak, 1997), For
example, Zack (1999a) recommends that corporations use inside knowledge strategies,
knowledge-oriented conventional, and unlimited innovators (companies that strictly
incorporate  knowledge investigation and development, regardless of organizational
restrictions), and the most antagonistic strategy 1s knowledge. Although organizational
learning and Knowledge Management have generated much attention, comparatively there
are fewer studies that have examined the relative effects of knowledge management strategy
and organizational learning on Knowledge Management. Thus, further studies on the

association between these features are necessary 1o be made.

Fourthly, theory based on knowledge relating to knowledge integration and knowledge
characteristics are widely used by the organization (Wang et al., 2004; Huang and Newell,
2003; Bonache & Brewster, 2001; McEvily & Chakravarthy, 2002) while some firms, to
some extent, use disseminated information organisms (Grant, 1996b; Blackler ef al. 2000).
In order to obtain a durable competitive advantage, the company should be able to
incorporate dissimilar types of knowledge in an efficient manner. Together with other offers,
Grant (1996a) suggested that diverse kinds of knowledge need different types of integration.
Through the knowledge integration development within a corporation, a firm can employ
ndividuals with particular knowledge which, openly or circuitously, are related to the firm’s

knowledge capability (Huang & Newell, 2003). In other terms. according to the




distinctiveness of knowledge, organizations with an excellent knowledge integration
development system will increase their knowledge-management capability. Equally,
Knowledge Management has a prominent role in investigating the relation between
knowledge integration and knowledge management capability and it still formed little

atiention.

Fifthly, many studies on mnovation have highlighted the degree to which innovation practice
includes the mixing of peripheral knowledge within the accessible institutions (Wu et al.,
2002; Leonard-Barton, 1995; Cohen & Levinthal, 1990; Powell, 1998). For example, Mullen
and Lyles (1993) recommend that permanent organizational leaming processes will
ameliorate the efficiency and competence of an organization’s innovation. An improvement
in innovation will strengthen the organization’s spirited ability and competitive benefit, as
knowledge is the input factor that links the organizational learning and innovative capability
of the organization. Organizations must guarantee constant organizational leaming and
develop a high level, internal knowledge-management system. However, it appears that
scholars have infrequently discussed the relationship between wide-ranging models of
knowledge integration, knowledge-management approaches, organizational leamning,

knowledge-management capability and innovative capabilities,

Organizational Leamning is difficult to attain, particularly for the exchange of explicit
knowledge. The key rudiments that facilitate leaming are the means of communication that
motivate individuals to make use of “investigation™ rather than dependence on unreachable
tacit knowledge (Senge, 1990; Anderson & Boocock, 2002: Probst & Buchel,
1997Marquardt, 1996; Nonaka et al., 2000). Some characteristics of knowledge play a central
role in creating the knowledge development (Spender, 1996; Nonaka & Takeuchi, 1995;
Nieto & Perez-Cano, 2004). If knowledge can be obtained unambiguously, as in language,

common sense, or in their perception of the subject area, it is probably a more effective stake



in the company’s use of, and in the transformation of, knowledge. In addition, Thenin (2002)
argued that the more intricately implied and complete that the knowledge is, the more
difficult it will be to obtain and utilize it. Thus, the lower the intricacy is of the knowledge or
the privileged the explicitness and clarity, the more companies will improve their knowledge-

management capability.

The integration of recently developed components into the existing system of knowledge. by
using modularity of knowledge, becomes easier (Garyda & Kumaraswamy, 1995). It appears
that modular knowledge is a practice that may be useful way to apply an effective and subtle
combination of Knowledge Management into the firm. Additionally, precise knowledge also
denotes the integration of knowledge. Huber (2001) proposed that understanding the implicit
knowledge is sometimes difficult for the owner to explicate and converse. In cases where a
particular piece of knowledge in the organization is made simple to become common
knowledge (in order to make an announcement easier in the organization), it is predictable
that important information will be misplaced (Grant, 1996a). The higher-degree complexity
of knowledge leads to more complexity faced by companies when attempting to integrate that
knowledge.

Organizational Leamning tricks provide a better appreciation of the entire firm (Chiva-Gomez,
2003; Hung et al., 2005) and generate open communication with minimal defense (Nonaka &
Takeuchi, 1995). Wijnhoven (2001) recommends that Organizational Leamning needs people
who can donate to the organizational knowledge base. Through Organizational Leamning,
workers have more opportunities to cooperate with each other, so that the ability of
Knowledge Management for the acquisition, transformation, and distribution of presented
knowledge can be obtained. Gnyawali and Stewart (2003) further conclude that operational
training in the organization strengthens the presented knowledge and the allocation of

knowledge throughout the organization. In addition, Drucker (1993) studied that learning




organizations existing in an energetic atmosphere will improve the quantity and quality of
information transmission and the gathering of knowledge. Cohen and Levinthal (1990)
suggest that the company’s ability to learn will improve both the creation and application of

knowledge.

The organizational structure should have access to and integration of knowledge transfer
between associates of the organization (Grant, 1996b). Integration of knowledge helps
organizations to merge inside and outside communications and knowledge through the
combination of them. The Grant (1996b) study suggests that incorporated knowledge is the
key for the organization to create knowledge-management capability. He assumes that the
majority of managerial skills necessitate the incorporation of knowledge from different
people. Moreover, Huang and Newell (2003) demonstrated that the competitiveness of

companies depends on their ability to incorporate knowledge through an efficient approach.

Badii and Sharif (2003) recommend that with no efficient amalgamation of knowledge,
companies need more time, resources and information security, thus obstructing innovation.
The wider that the body of knowledge is integrated, greater will be the diversity of the people
involved (Grant, 1996b). Diversity resulting from the integration of knowledge and
information helps people in the firm 1o correspond with each other and generates a new body
of thought. In addition, Grant (1996b) suggests that the company is able to re-configure

existing knowledge to promote continuous innovation.

When organizations create value by providing innovation, they must be prepared to have
enough time to think of their employees and make appropriate ideas for sustaining the
innovations that are needed for the development of the organization. Employing valuable
practices, as well as the transformation and combination of existing knowledge are the main

ways in which new knowledge can be introduced (Egbu 2006).



Combinative capabilities allow firms to generate new permutations of existing knowledge to
be accessed and use multiple sources, kinds, and structures of knowledge in people and
procedures (Kogut and Zander, 1992). Methods and practices maximize the combination of
knowledge that governs the legal form, changing the efficiency, range and suppleness of
tegration (de Boer et al., 1999). According to (Szulanski, 1996; Moran and Ghoshal, 1996),
the integration of different types of knowledge can be accomplished by communication
convenience, contribution and participation. The direction (of expertise) interaction
confributes to the plan of procedure influence (coordination and socialization skills) of both
types of interaction (Grant, 1996a), thus contributing to the success of the integration
(Szulanski, 1996). Therefore, the different types and structures of knowledge affect the

application of the combinative capabilities to meet the requirements of mtegration.

The development of a climate of education and participation: Mullen and Lyles (1993)
suggest that permanent organizational learning will further the competence and efficiency of
the organization’s innovation process (Ju er al, 2006). A learning culture supports
institutions to subject not only the information they practice, but also whether their approach
to innovation is pertinent. Organizational characteristics, such as rotation, departmental teams
and the delegation of responsibilities contribute to adaptive learning and promote innovation
in the organization (Lundvall & Nielsen 2007: Nederhof et al., 2002). It also ensures that the
partners are integrated in a chain and they continuously learn (within the organization) in
order to promote innovation and competence in the organization. A participatory type of
culture which is smooth, has open communication channels, promotes contribution and
attachment in decision-making, augments the distribution of information, is advantageous to

a superior knowledge-management practice and encourages innovation (Rezgui 2007).




1.2 Problem Statement

In a leamning organization, management remains vigilant in visualizing problems and to
present solutions 1o overcome any lapses. The organization develops strategies to improve the
necessary skills that are essential for the growth of the entity. Similarly, variations in the
demographic characteristics have an impact on the desired results for innovation and
organizational performance. It is, therefore, imperative to ascertain the effect of demographic
characteristics on the knowledge-management system, innovation and performance of the
organization. This study endeavors to determine how knowledge-management practices and
knowledge-integration capacity enhance the innovative capabilities of the organization. This

study also ferrets out how innovative practices improve the organization’s performance.

1.3 Research Questions:

* What is the impact of knowledge-integrated capacity on innovation?

* What is the impact of knowledge-management practice on innovation?

» How does innovation help to enhance organizational performance?

*  What is the impact of knowledge-integrated capacity on organizational performance if
innovation mediates among variables?

* What is the impact of knowledge-management practices on organizational
performance if innovation mediates among variables?

*  What is the overall impact of knowledge-integrated capacity on organizational
performance?

* What is the cumulative impact of knowledge-management practices on organizational

performance?




1.4 The Objectives of the Study

The objectives of the study are:

1. To analyze the effect of knowledge-integration capacity and knowledge-management

practices on innovation.
2. To examine the effect of innovation on organizational performance.

3. To analyze the mediating effect of innovation, between knowledge-integration

capacity and organizational performance.

4. To study the mediating effect of innovation, between knowledge-management

practices and organizational performance.

5. To ascertain the effects of demographic characteristic segment practice, and

encourage innovation (Rezgui 2007).
1.5 The Rationale of the Study

It is essential to determine the major factors of contribution in organizational performance
and to meet the demand of diversified functions of products and practices. It is, therefore,
vital to find those essential factors, analyze their outcome and put the same into practice for
achieving the results of the organization's growth through innovative practices, Recent
survey data shows that while many organizations have implemented knowledge management,

not many of them are flourishing in their knowledge-management practices.

The study of Kloot (1997) demonstrated the effects of knowledge-management strategies and
knowledge-management capabilities on organizational leamning. Kloot (1997) stated that
orgamizational leaming is a practice by which organizations can perceive problems and

present a set of solutions to the problems. Knowledge gleaned from internal and external



traming events has turned into a tactical practice that makes possible the acquisition of and
use of existing and new knowledge in the organizations (Pablos, 2002), Diverse knowledge
bases and dissimilar strategies in the expansion and exploitation of knowledge are directly
related to differences in productivity between organizations (Bierly & Chakrabarti, 1996).
While organizations acknowledge the significance of producing, administering and
disseminating knowledge across the company, most of them are unable to make an effective
Knowledge-Management strategy (Chase, 1997). As such. this is a big problem for
companies, as the appropriate stralegy, organizational learning and an improvement in the
skills required for the future, provide an excellent opportunity to acquire Knowledge-

Management capability,

Worren er al., (2002) argued that, in an aggressive environment, the impact of Knowledge-
Management strategy on knowledge integration as well as Knowledge-Management
capability, companies must concurrently shift to organizational structures and strategies so
that an inimitable and elastic arrangement can exert a significant impact on Knowledge-
Management capability. Boer er al. (1999) argue that companies with the possibility of
integrating obtainable knowledge into fresh structural knowledge as a proposal for
introducing fresh merchandise marketplace combination. Grant (1996b) recommended that
companies could incorporate knowledge according to three main criteria: effectiveness, range
and elasticity. Boer et al. (1999) suggests that the context in which the company operates is a
kind of integration that is deemed necessary. In other words, an unanticipated robust is
needed to meet the typology of Knowledge-Management strategy and integration of
knowledge types in order to achieve a higher level of productivity and innovation. Choi and
Lee (2002) argue that the system based on Knowledge-Management strategy. focuses on
Knowledge-Management capabilities and Knowledge-Management integration opportunities

for explicit knowledge expansion,



‘Knowledge Management’ (KM) has become a distinctive feature to support the presence in
ever-changing environments (Grant, 1996).The capability of organizations to integrate their
intellectual assets on their core competencies is the key to sustainable competitive advantage
in the marketplace, There is a need of greater focus on Knowledge-Management
organizations to adopt new roles and for the implementation of various Knowledge-
Management technologies. The new role began to emerge as a major knowledge (Davenport
& Prusak, 1998).There are different technologies for creating and maintaining organizational
memories as announced, such as portals, repositories and joint systems. Combined, these
products are positioned as the dominant force of competition for companies in the knowledge
economy. It is knowledge management who create positive impact on organization; it creates

and manages to promote innovation.

"Knowledge’ is an important resource for sustainable competitive advantage (Bock & Kim,
2002; Toffler, 1990; Quinn & Rivoli, 1991; Davenport & Prusak, 1998; Drucker, 1993).
‘Knowledge’ seems to make sense only source in the knowledge market, dissimilar to
conventional manufacture funds such as wealth, employment and property (Drucker, 1993,
1998). ‘Knowledge’ is a multi-faceted theory to describe and evaluate. Descriptions of
"knowledge” vary from theoretical to realistic, tapered to extensive. Wiig (2004) illustrated
‘knowledge” as reality and belief, opinion and thoughts, conclusions and opportunities,
methodologies and expertise. Beckman (1999) treats ‘knowledge’ as a powerful display of
information and facilitated data, productivity, dilemma solution, choice making,
and education. Davenport and Prusak (1998) stated that ‘knowledge’ is a liquefied mix of
structured expertise, principles, background information and practiced approaches that

present a skeleton for assessing and integrating new knowledge experiences and information,

The study of Sveiby (1997, 2001) reveals two groups of knowledge: entity and development

knowledge. Consider that an entity of knowledge can be detected and processed in the
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information classification (Sveiby, 1997). Scientists in this area are focused on creating
systems of information supervision and collaboration, etc. Thus, they concentrate on the
utilization of innovative developments in Information Technology (Sveiby, 2001). If
‘knowledge’ is regarded as an entity, the emphasis is on creating and administering the
knowledge structure (Hsu & Sheng, 2005). Unlike the process of knowledge which
emphasizes how multi-faceted sets of energetic talents and capability, this is dealt with
constantly changing (Sveiby, 2001). In this area, scientists focus on training and the
management of these abilities and expertise independently (Sveiby, 2001). However, this
method is not quick. If ‘knowledge’ is seen as a process, then the emphasis is on knowledge
formation, transfer or exchange and distribution of the weight- distribution method (Hsu &
Shen, 2005). Nevertheless, the organization must achieve equilibrium in terms of competitive

benefit (Alavi & Leidner, 2001).

As previously stated, while many organizations have implemented Knowledge Management,
not many of them are flounishing in their practical application of knowledge-management.
Although Knowledge Management was recognized for improving the organization’s
activities, there are no events generated within the companies surveyed to appraise the worth
of the resources that were dedicated for the acquisition (Davies, & Hobday, 2005). The
concept of ‘Knowledge Management’ had appeared as a method to control knowledge.
According to Rastogi (2000), ‘Knowledge Management’ is a logical and comprehensive
process of management across all of the activities of the company's personnel and clusters in
the mvestigation of the main goals of the orgamization. These measures comprise the
acquisition, construction, storage, sharing, distribution, development and delivery of
knowledge. Darrok and Maknoton (2002) suggested that knowledge about management for

the management of set functions finds and manages the flow of knowledge within the

1l



organization to ensure that it 18 efficient and effective for the long-term interests of the

organization.

According to the previous description, ‘Knowledge Management® is an extensive approach.
This extensive capacity has directed several scientists to smash this conception and its key
aspects relating to the management of knmowledge, somewhat than short and simplistic
description. O'Dell and Grayson (1998) advanced the thought that Knowledge Management;
development discovery concealed assets by collecting, classifying, reassigning and using
knowledge to generate consumer importance and to achieve operational efficiency and
produce innovative products. Furthermore, adds Allee (2003) that the practice of producing,
maintaining and updating ‘knowledge’ to advance organizational presentation and assessment
creation is most significant in ‘Knowledge Management'. Scarborough, Swan, and Preston
(1999) established this view, but also stretched the consequence of study and work in the
organization’s improvement. Grover and Davenport (2001) added to the production of
knowledge and codification as main feature of ‘Knowledge Management’. Thus, the main

features of “Knowledge Management’ may be to acquire knowledge and education.

The possession of knowledge and education are more efficient in the use of obtainable
knowledge and the efficient construction of fresh knowledge is defined by discussion,
externalized, and distributed in the form of new knowledge (Lawson, 2003; Choo & Bontis,
2002). The acquisition and development of organizational knowledge contains not only the
association of knowledge in connection with the organization's purpose, visualization,
assignment and main beliefs (Allee, 2003), but also the distribution and dissemination of

personal experiences (Gold, Malhotra & Sehars, 2001).

Knowledge detain and storage procedures for recognizing fresh knowledge, as pertinent and

significant for present and prospect utilization and storage of this component of knowledge in
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an appropriate manner, so that anyone can access it in the organization (Lawson, 2003; Zack,
1999). Knowledge detains and storage spaces are imperative when knowledge is formed
(Hung, Lien, McLean, & Fang, 2006).We are in the age of ‘world knowledge’, whereby
Information Technology transformed the world and entered the information highway
network. Information Technology is bound to increase when used by organizations for
product quality, to improve workflow, to allow companies to respond to customers and to

improve interaction with customers and suppliers.

The transfer and dissemination of knowledge is essential for ‘Knowledge Management' in the
process of management (Lee, 2000; Bock & Kim, 2002). The terms, ‘knowledge
transmission’ and ‘exchange of knowledge' are frequently utilized as synonyms (Bock &
Kim, 2002). Knowledge distribution and transfer of describing industrial developments,
transmission, and the distribution of knowledge among individuals or groups involved in the
activities within countries and between orgamizations (Lin & Lee, 2005; Frappaolo, 2006:
Bock & Kim, 2002: Lawson, 2003). The distribution of knowledge should be obtainable in a
convenient way and in corresponding order, making it more comprehensible when interpreted

by the users themselves (Ribiere, 2001).

Technology has become a great pioneer of organizational leaming and knowledge
management as technical systems within the organization to determine how knowledge
travels across the enterprise and the knowiedge is made available. Ettlic and Bridges (1983)
suggest that implementing technical and policy maintenance organization and its commitment
lead to innovation which is always reflected. We are talking about such things as the
recruitment of technical personnel, the allocation of funds to develop new technologies and

support the traditions at the forefront of the technological sector in a given field.
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However, recent survey data has shown that while many organizations have implemented
‘Knowledge Management’ per say, very few are flourishing in their Knowledge-Management
endeavors. Although ‘Knowledge Management’ is recognized for improving the
organizational activities, there are no events generated within the companies surveved to
appraise the worth of their resources of knowledge (Longbottom & Chourides, 2001).
Research of Takeuchi (1998) on the results of a survey done on 80 large U.S. corporations
showed that very few managers feel that they administer their knowledge well (Ruggles,
1998; Dyer & McDonough, 2001; Bassi & Van Buren, 1999: Longbottom & Chourides,
2001). The execution of ‘Knowledge Management’ is a speculation that requires capital, and
it also entails effort to evaluate the outcome. Without computable achievement, keenness and

sustain for knowledge management is likely to maintain (Ranjit, 2004).

Thus, the current knowledge-management solutions are special, constrained by a strict and
limited understanding of the basic knowledge required to address the necessities of today's
spirited situation (Malhorta, 1998). Dissimilar points of view on the concept of ‘knowledge’
lead 1o a diverse explanation of ‘Knowledge Management’ and thus it is no surprise that the
probable results of the labors related to ‘Knowledge Management’ are explained in different
ways. Marr (2003) showed that many organizations have a narrow focus on ‘Knowledge
Management® as related to the management of Information Technology clarification such as
intranets and catalogs. Thus, ‘Knowledge Management’ practices and their expected results
have a narrow direction. Additionally, the intellectual growth of ‘Knowledge Management’ is
not stabilized and cleaned in the manufacturing world. Though ‘Knowledge Management’ is
used as a managing contrivance that is all about the competence, efficacy and innovation in
this era of knowledge (Gupta ef al., 2000) aimed at improving the understanding of generally

accepted accounting principles, or Knowledge Management (Stankosky & Baldanza, 2001).
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This is because organizations typically execute recogmized methods (Levette & Guenov,
2000).

‘Knowledge Management’ is difficult, because ‘knowledge’ is unsubstantial and facades in
different forms (Rowley, 2004). Polanyi (1958) demonstrated ‘knowledge™ as implied and
clear. Both the implied and clear knowledge are intangible assets because they can move
from one form to another form in an organization (Nonaka, 1990) resulting in the distnbution
of and relevance of knowledge. Fresh and precious knowledge will be fashioned and
implemented in goods, services and practices (Skyrme & Amidon, 1997). While implicit
knowledge is considered as a significant factor for spirited benefit, it is the goal of
‘Knowledge Management’ to make the hidden knowledge clear in order to win the efficiency
of industry. Nevertheless, only a little part of the organization's knowledge is unambiguous
knowledge (guidelines, manuals, databases, etc.). They also overlooked the assets, meaning
that they like the idea, intuition, guesswork, instinctive manners, morals, descriptions,

similes. and similarities (Nonaka and Takeuchi, 1995).

The process of ‘Knowledge Management’ highlights ‘knowledge™ as related to human
activities. It does not deal with the unique character of different types of knowledge or the
relative significance of different pieces of knowledge in the organization. Although the cycle
is common knowledge, all kinds of knowledge, the question of the balance between different
kinds of knowledge in the organization is equally important, as are the accumulation of

knowledge and the sharing of knowledge.

In considering the role of ‘knowledge’ in support of competitive advantages in a variety of
controls, possess inimitable knowledge sets such as decisive the degree to which spirited
benefit will be maintained (Prahalad and Hamel, 1990; Bamey, 1986). According to Collis

and Montgomery (1995), for example, different tests 1o assess the impact of organizational
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skills (and probably also the subjects of knowledge sets): Is the ability to copy difficult? How
strong is the capacity? What is the potential of the firm, its owner and of the remuneration for
keeping ability? How easy is the ability to replace? Possessed specificity of knowledge,
therefore. exerts a great influence on the organization's ability to achieve and maintain a high
capacity compared to its peers, through its superior perspective to give spirited advantages
and complexities linked with their replication and duplication somewhere else (Grant &

Gregory, 1997).

Additionally, the said business is so important that the problem of ‘Knowledge Management’
for spirited improvement has also been documented. Demonstrating the study of Cuganesan
(2005) illustrates that an organization should transform economic value by managing its
capital and knowledge processes, mainly due to the fluid nature of resources together and
utilize these resources through production processes. Similarly, Caddy (2000, 2001) describes
that such resources have an adverse effect, which leads to spiritual debt or, conversely, an
‘orphan knowledge’, if these funds are on the edge and put into organizational activity to
complete. This characteristic of knowledge is related to tacit to explicit informative_ (Nonaka,

1994; Polanyi, 1966).

Given the increasing number of IT applications and investments in ‘Knowledge
Management” by manufacturing companies, in the study we focus on the relationship
between IT support for Knowledge-Management focus, dynamic, knowledge-based skills and
entrepreneurial success. In particular, based on the dynamic capabilities theory, we expect to
support the view that ‘Knowledge Management’ has no direct impact on the final expenence,
but IT support for ‘Knowledge Management' has a direct influence on dynamic knowledge-
based skills, which in tum affects corporate efficiency. Based on a sample of 113 managers
from industry, IT supports for ‘Knowledge Management’ were significantly positive in

relation to dynamic knowledge-based skills, and the productivity of the company. There was
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no significant, direct relationship between IT and the business success of knowledge-
management support, assuming that the knowledge of dynamic capabilities is a complete lack
of explanation. It provides direct communication between IT support for the success of
‘Knowledge Management” and business and provides a potential basis for future research to
examine the impact of other types of IT investment on business performance. For production
management, the results show that carefully analyzed IT investments in relation to the

strategic directions of the organization must be made.

1.6 The Significance of the Study

This study should be a valuable document in the work of the orientation of the organization
towards performance where ‘knowledge’ plays a critical role; hence. it would be a true
document for the orgamization to make use of. Creating an environment of sharing ‘e-
knowledge’ is an important component of socio-economic factors, psychological aspects and
human management practices (Brown & Duguid, 2000). Firms believe, for example, to
constantly update knowledge resources through the creation of environments to support
‘Knowledge Management’, promote affirmative approaches towards the sharing of
knowledge and the creation of an international cultural organization, for the sharing of
knowledge. Job design, recruitment and teaching, direction and socialization plans,
evaluation and remuneration and reimbursement, open and credulous customs and an
assortment of practices of Information Technology to facilitate effective ‘Knowledge
Management’ is proposed. Lehner and Lehmann, (2004) recommended that the increase in
the staff members’ enthusiasm to distribute knowledge might very well depend on the
perceived faimess regarding the rewards for the sharing of knowledge. A victorious
development of knowledge sharing backgrounds needs an acceptance of the basic intellectual

standards of persons and associations. The cultural value readiness, defines_determines
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knowledge-sharing behavior (Jehn, Northeraft & Neale, 1999). It should be eminent, and also

differ among the intellectual standards between countries and even within countries, as a rule.

Creation of environment, knowledge sharing requires consideration as socio-economic
factors, psychological aspects and human management practices (Cabrera & Cabrera,
2005). Firms invited to believe, for example, to incessantly update knowledge resources
through the creation of environments to support Knowledge Management, promote
affirmative approaches towards knowledge-sharing and the creation of an international
cultural organization, for knowledge sharing. Job design, recruitment and teaching, direction
and socialization plans, evaluation and remuneration and reimbursement, open and credulous
customs and assortment practices of information technology to facilitate effective Knowledge
Management is proposed. Adya and O'Neill (2007) recommended that the increase in staff
enthusiasm to distribute knowledge might depend on very well connected with the perceived
faimess reward knowledge shaning. Victorious development of knowledge sharing
backgrounds needs an accepting of basic intellectual standards of persons and associations.
The cultural value readiness, culture defines determines knowledge sharing behavior (Kok,
2006). Tt should be eminent, also differ in that intellectual standards between countries and

even within countries, as a rule.

The uniqueness of the integration process illustrates aspects of the business potential of
integration, which affects the organizational structure (Grant, 1996a) and 1s necessary due to
differences in the types and forms of knowledge. This, in turn, requires specific needs in the
integration of knowledge (Kogut & Zander, 1992, 1995). The effectiveness of integration
reflects the extent to which the function will help in the development and use of personal
experience (Grant, 1996a). The degree of kmowledge integration refers to the width of

knowledge and skills among the firm’s capabilities (Grant, 1996a).
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Organizational and legal forms, usually on the number of hierarchical levels (Bosch et al.,
1999), and the method of operation are grouped together (Grant, 1996a) and separate
functional areas (Teece er al., 1997). In this circumstance, there are rules and guidelines for
integrating knowledge (Grant, 1996b) contribution, thus facilitating integration efficiency or
impeding the integration of more and more explicit knowledge (Stokes & Clegg, 2002;
Buckman, 2004). In this study, the effects of the three main organizational forms of
knowledge integration are considered: functional departments and matrix forms. Other forms,
such as networks and spherical forms (Miles & Snow, 1986, 1994), N-form (Hedlund, 1994),
and the hypertext form (Nonaka & Takeuchi, 1995) are recognized, but not as a very accurate
assessment of known charactenistics of the integration process through their properties (De

Boer ¢t al,, 1999),

Using and managing data, information, and knowledge within the organization is attempted
to gain a competitive advantage over organizations in the field of ‘Knowledge Management'.
‘Knowledge Management’ essentially consists of processes and tools for the efficient
collection and exchange of data and knowledge among the personnel within the organization.
In the previous decade, there was an explosion of information obtained by the company
through expanding the use technology. Collecting the information and knowledge
management controlled within a data warehouse containing the method to achieve the chiel
in the areas of performance (Matusik & Hill, 1998). A company that develops and uses
knowledge resources attains greater success than a company which is more dependent on
maternial resources (Autio ef al., 2000).

Approved and concentrated training applications of new knowledge leads to innovative
solutions and helps in changing management (Egbu, 2006). In addition, the staff members
enjoy helping others as the staff members have a strong commitment 1o share knowledge in

the organization. An intellect of confidence and competency provides incentive for
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employees, know-performance (Lin & Kuo, 2007)., An encouraging and supportive
environment motivates the staff members to communicate with each other. In addition,
enticement and rewards for knowledge-sharing are imperative instruments to encourage
employees to share information and knowledge. This not only improves the knowledge base
of organizations, but also enhances team spirit. It also helps employees understand where

they are in the collective aspect of the workplace (Hsu, 2006; Rezgui, 2007).

Changing people's ways of thinking and education trust: The main functions of culture are
interrelated internal incorporation and synchronization. Integration can be defined as a sense
of identity and commitment among staff members within the organization. The organizing
function, on the other hand, can be defined as a competitive boundary. An imperative factor
of corporate culture is an element of trust among the employees. The more that people trust

each other, the more likely that they will interact and share their knowledge with each other.

Technological tools such as intranets, databases, etc., or non-technological means, such as
brainstorming and collaboration, create the avenues of innovation. The transformation of
implicit knowledge in explicit companies increases their chances of sharing knowledge and
innovations of improving performance. Information management encourages innovation by
improving the innovator’s search for relevant information and knowledge together. Thus,
companies should have the right technologies, technological expertise will stimulate

innovation understood (Gordon & Tarafdar, 2007),
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CHAPTER 2

LITERATURE REVIEW

Management styles have been modified due to the gradual, technological improvements in the
recent past. The reliance on technology has increased the number of diversities. To be aware of
‘knowledge’ is a definite asset, so companies must increase their volume of knowledge. It is a
hell of a lot harder to beat a simple, focused strategy that is well-executed. Companies have to
update their *knowledge’ and revise their diversities in order to effectively use their resources so
that they can compete in the market and maintain them (the resources) as well. It is stated by
Harrison and Leitch in (2000) that, to stay in the market, organizations must continuously update
their knowledge. The easy access to information and the choice of products is forcing managers

to think differently, ensuring the effective utilization of resource.

The knowledge capability of an organization is made up through different resources. According
to Alavi and Leidner, 2001; Gold er al, 2001, organizational systems, organizational
environments and technology infrastructures are related to the organization's knowledge-
infrastructure  capability; knowledge application, knowledge protection, knowledge
transformation and knowledge application are related to an organization's knowledge-process
capability, Lee and Sukoco (2007) stated that tangible assets, natural resources and the effective
management of knowledge are deployed to achieve improved organizational performance.
According to Grant, 1996; Gold et al., (2001); Lee and Sukoco (2007); Zack er al. (2009), the
knowledge-management capability of an organization can be determined by combining these

resources and is linked to several measures of organizational performance. In the knowledge-

21



based economy, the challenges faced by organizations are to manage these difficult activities, In
the modern economy, the roles played by ‘information’ and ‘knowledge’ are very important to
give new ideas to the workers of earlier economists, who had already hinted this concept, as did
Marshall (1965), Hayek (1945) and Schumpeter (1951, 1952). Antonelli (2008) contends that an
organization must able to create and manage knowledge to achieve its objectives in the
knowledge economy. According to Quintas er al., (1997), “*KM is a significantly critical process
to meet existing requirements, to identify and exploit existing and acquired knowledge assets
and, to develop new opportunities, knowledge management is critical”. Davenport and Prusak
(2000) argued that to be able to acquire the potential value of KM, organizations required to

critically formulate strategies.

Hansen (1999) said that, Organizations are not concentrated on money, rather they are more
focused on knowledge. Knowledge is scrambling money very fast. The necessary economic
resources are financial prowess, manpower and natural resources. Benjamin Franklin said that
"If a man empties his purse into his head, no one can take it away from him. An investment in
knowledge always pays the best interest.” Knowledge is the only thing that can radically modify
the scope of the company and pose the correct query whenever you wanted to find the answer of
any question. You cannot even think about the modification in the competitive environment of
the industry without having the knowledge. Through knowledge you can bring quality to the
services that your organization offers and to any product produced by your organization. The life
cycle of a product and market service time can be quickened in extraordinary ways with the help
of knowledge. To apply the knowledge in time and to derive benefits from this knowledge are

only possible through the management of knowledge.
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To operate an organization’s core to the corporate management’s objectives along with the
supporting processes, managers use knowledge. Knowledge Management is a stimulative
process that is used to increase the performance of company and to make the company more

proactive(Grant, 1995).

Worren et al. (2002) stated that Organizations are using a knowledge-centric environment for
their business rather than an asset-centric environment. Knowledge is creating super-ordinary
returns and added value as it is radically used in the traditional economics of organizational
assets. KM is a more reliable investment than many hard assets as it promises to provide
increasing returns. This incremental and continuous improvement is created by the following

three factors:

e A change in customers’ requirements
+ A change in the business environment

» Knowledge assessment is imperfect

2.1 Knowledge-Integration Capacity

Organizational design needs to access, and integrate transfer knowledge among members of an
organization (Grant, 1996b). Knowledge integration helps firms to combine internal and external
knowledge through communication and systems integration. Grant (1996b) takes knowledge as
integrated within the organization in order to create KM capability. He proposes that most
organizational capabilities require the integration of knowledge from a number of individuals.
Furthermore, Huang and Newell (2003) state that a firm’s competitiveness depends on its
capacity to integrate knowledge in an effective manner. Badii and Shanif (2003) suggest that,
without effective knowledge integration, the firm needs to spend more time and resources
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administering and guarding information, thus impeding innovation. The wider the scope of
knowledge that is integrated, the greater the diversity of the individuals involved (Grant, 1996b).
Diversity resulting from knowledge and information helps individuals in the organization to
communicate with each other and it sumulates more ideas. Furthermore, Therin (2002) states
that when a firm has the ability to acquire knowledge and integrate existing knowledge with new
knowledge, the firm should be good at producing process or product innovations. Grant (1996b)
proposes that a firm’s capability for re-configuring existing knowledge is a way of promoting

continuous innovation.

Previous studies about how to efficiently improve KM capability are still controversial
(Birkinshaw er al, 2002). First, the characteristics of knowledge have been categorized from
many perspectives. However, not a single, agreed-upon set of definitions has been identified. For
example, Polanyi (1962) classifies *knowledge’ into two categories: explicit knowledge and tacit
knowledge. Explicit knowledge can be codified and shared in the form of hard data, manuals,
codified procedures or universal principles, while tacit knowledge results from an individual's
experience and is only revealed through its application. Spender (1996) proposes that knowledge
can be held both by individuals or else collectivity. Collective knowledge comes from
knowledge integration: it is the combination of the coordinated efforts of several individuals who

hold different but complementary skills (Grant, 1995).

K-M capacity is defined as the ability of firms in the acquisition, conversion and application of
knowledge. Knowledge will not be able to promote innovation if it cannot be shared or
distributed to the relevant people. Through the assistance of information technology such as
intranets, data systems, or non-information technology tools such as brainstorming sessions and

research collaboration, firms can exploit knowledge within the organization (Carrillo er al.,
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2004). Thus, firms can increase innovation through the application of knowledge. By conversion
process, firms can share, assimilate and improve innovation performance via transforming tacit
knowledge into codified or explicit knowledge. Thus, firms can promote their K-M ability and

initiate greater innovation.

Worren ef al. (2002) argue that, in a highly competitive market, firms need to simultaneously re-
align organizational structure and strategy so that a more unique, flexible, and firm-specific
configuration could exert significant effects on K-M capability. Boer ef al. (1999) contend that
firms having the capability to integrate existing knowledge into new architectural knowledge can
provide a platform for carrying out new product-market combinations. Grant (1996b) suggests
that firms can integrate knowledge through three major dimensions: efficiency, scope and
flexibility. Boer ef al. (1999) propose that the context in which a firm operates determines the
type of integration process which is required. In other words, a contingency ‘fit’ is required to
typologies of K-M strategy and types of knowledge integration in order to achieve better K-M
capability and innovation. Choi and Lee (2002) contend that system-oriented K-M strategy will

enhance knowledge integration and KM capability for explicit knowledge.

Kloot (1997) states that organizational leaming is the process by which firms can detect
problems and provide solutions. Knowledge gleaned from internal and external learning
activities has become a strategic process that facilitates the acquisition and deployment of an
organization’s stock and flow of knowledge (Pablos, 2002). Different knowledge bases and
different strategies in developing and deploying knowledge result in performance differences
between firms (Bierly & Chakrabarti, 1996). However, while the importance of creating,
managing and transferring knowledge has been recognized by firms, most have not been able to

transform this into an effective K-M strategy (Chase, 1997). Thus, it is a big challenge for firms
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to establish a suitable knowledge strategy that improves organizational learning and further
creates superior K-M capability. Long and Fahey (2000) and Krogh (1998) have argued that
firms with human-oriented K-M strategy will have a better attitude towards learning and
innovation because the sense of care gives rise to trust and empathy, which can encourage the
organization’s members to communicate and cooperate better. It is argued that, within a culture

of care, individuals may have more favorable perceptions of K-M activities.

2.2 Learning Culture

In 1998, Davenport and Prusak clearly identified ‘culture’ as a necessary asset which is the base
for successfully implementing knowledge-management systems. In 2003, Malhotra strongly
advocates the need to develop a culture where learning, sharing and creating ‘knowledge’ is
present at all levels. Malhotra conjectures that this will be a sign of successful durability in the
future. When you have knowledge about this culture, the employees will be hired with an urge

for intellectual eagerness.

In 2003 it was stated by Malhotra that if you want to get success you should develop a learning
culture, which has the ability of quickly adopting to change. The philosophy of Malhotra is that
in today’s environment only certain things can be modified. The companies that are ready to

accept change and take decisions on time will possess competitive benefits.

‘Knowledge® is power. Through the integration of systems and communication, organizations
can integrate their external and internal knowledge.Grant (1996b) takes knowledge as integrated
within the organization in order 1o create knowledge-management capability. Grant suggests that
the organizational capabilities need the integration of knowledge from a number of individuals. It
was stated in 2003 by Huang and Newell that the competitiveness capacity of an organization is
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depends on the company’s ability to integrate knowledge in an efficient way. “We have an
opportunity for everyone in the world to have access to the entire world's information. This has
never before been possible. Why is ubiquitous information so profound? It's a tremendous
equalizer, Information is power.” Eric Schmidt (2009). In 2003, Badii and Sharif suggested that
the firm which needs to spend more resources on administering, guarding information and time
without having effective knowledge integration, impedes innovation. Grant (1996b) contends
that if the scope of integrated knowledge is broad, it will increase the diversity of the individuals

involved.

Strategy that comes from knowledge and information helps the individuals in the organization to
communicate with each other and generates more ideas. As stated by Therin (2002), when an
organization is willing to learn and gain knowledge and integrate previous knowledge with new
knowledge, the organization should be eligible to producing process and innovating products.
Grant (1996b) said that in order to promote continuous innovation, an organization must re-

configure its existing knowledge,

Past studies of the methods of efficiently improving knowledge-management capabilities are still
controversial (Birkinshaw ef al, 2002). Firstly, the characteristics of ‘knowledge’ have been
divided from many different sources. No one has agreed on the set of definitions that has been

identified.

In 1962, Polanyi divided knowledge into two types: tacit knowledge and explicit knowledge.
Tactic knowledge can be gained from the experience of any individual and is only made concrete

via its application. Knowledge must come through action; you can have no test which is not
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fanciful, save by trial, while explicit knowledge can be shared and classified in the form of
manuals, hard data, universal rules and classify methods.

In 1996 Spender suggested that information can be gathered collectively by individuals.
Collective knowledge is obtained through the integration of knowledge: In 1995, Grant stated
that you can get collective knowledge through the coordinated efforts of several individuals who

have different, but complementary, skills.

Knowledge-Management capacity is defined as the capability of an organization in the
accomplishment, conversion and implementation of knowledge. Knowledge will not be capable
of promoting modification if you cannot distribute or share it with the relevant personnel. With
the help of information technology such as data systems, internet or non-information technology
sources such as conceptualizing sessions and collaborated researches, companies can exploit
knowledge within the organization (Carrillo er al, 2004). Through the implementation of
knowledge, companies can increase modification. Companies can comprehend, share and
improve modifications by a conversion process. Firms can enhance their innovation performance
through transforming tacit knowledge into explicit or catalogue knowledge. Thus firms can bring

forward more modifications and they can also promote their knowledge-management ability.

In 2002, Worren et al. contended that in a market which is highly competitive, firms need to
continuously modify organizational structures and diversities so that a more flexible, unique and
firm-specific composition could provide indicative effects on the capability of knowledge
management. Grant (1996b) contends that firms can integrate knowledge via three main aspects.
These are: scope, flexibility and efficiency. In 1999 Boer ef al., suggested that the framework in
which an organization operates determines the type of knowledge-integration process that is
required. In other words, a haphazard fit is required to typologies of knowledge-management
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diversities and knowledge-integration types to attain better knowledge-management capability
and modification. In 2002, Choi and Lee argued that system-oriented knowledge management
diversity will enhance the integration of knowledge and the ability of knowledge management
for explicit knowledge. It is stated by Kloot (1997) that firms can detect problems and provide
their solutions by the process of organizational learning. MacMillan, (1924) states that,
Education is the acquisition of the art of the utilization of knowledge. This art is very difficult to
impart. We must beware of what 1 will call "inert ideas" that is to say, ideas that are merely
received into the mind without being utilized or tested or thrown into fresh combinations, The
process of information in terms of its underlying organization, it betters the learning and later
retrieval of that information. This processing requires active involvement. The learner must
verify an understanding of the structure by receiving feedback, from the internal and external
environments, on the encoding choices made. Pablos (2002) states that knowledge activities have
become a strategic process from internal and external learning that facilitates the deployment and
accomplishment of an organization’s stock and flow of knowledge. Bierly and Chakrabarti,
(1996) confront that different knowledge diversities and knowledge bases in developing and
deploying knowledge give results in the form of performance differences between companies,
Chase (1997) claims that, even though the companies have recognized the importance of
managing, creating and transferring, mostly these firms have not been able to transfer this into an
effective knowledge-management diversity. To establish suitable knowledge diversity is a big
challenge for firms; therefore, they should create superior knowledge-management capability

and improve organizational learning.

In its broadest sense, ‘learning’ can be defined as a process of progressive change from

ignorance to knowledge, from inability to competence, and from indifference to understanding,

29



In much the same manner, organizations can be defined as the means by which we systematize
the situations, conditions, tasks materials and opportunities by which learners acquire new or
different ways of thinking, feeling, and doing. Power of growth is learning and individual
learning is the essential resource to further the progress made in business. Thus, in an
information-explosive society, firms can acquire more knowledge and, there will be more
benefits. Learning is not attained by chance; it must be sought for with ardor and attended to with
diligence (Abigail & Adams, 2000). Hong (2001) stated that learning achievement means the
ability to control information. Chou (2003) suggests that a process through which we obtain

knowledge and improve our behavioral approach is the firm’s ‘leamning’.

In 2004, Heijden suggested that a firm's ‘learning’ is a type of experience conclusion, a
procedure to find and innovate new knowledge, together with the collaboration of the
organization’s input of knowledge. ‘Learning’ is a social process that occurs through
interpersonal interaction within a cooperative framework. Individuals, working together,
construct shared understandings and knowledge. The academic definition of ‘organizational
learning’ means that the ‘learning’ firms are those that cover individual, group and whole-firm
learning with continuous progress made in the effort of both organizational and individual
learning. It is a type of collaborative task to reach an organization-shared vision. However, the
learning capability of an organization depends on the response capability against the radical

modifications in the environment (Kochan & Useem, 1992; Mathews, 1994; Redding, 1997).

Senge (1990) states that, to achieve common goals and acquire excellent achievement within the
learning organization, collaborative work of firm members in different ways than the

conventional operation but with mutual understanding, trust and supplementary aids is very



essential. To establish the learning organization, every discipline item is imperatively required.

Aksu and O~ zdemir (2005) give the summary of the main points of learning firms as:

e The learning firms required to modify the current applications and the views of the
organizational members.

* The learning organization has direct bearing on the future of the organization.

* Toimprove, the organizations must modify their strategies for progress.

* The learning of all members in the organization must be made easier.

* Itis necessary for all members of the organization to give their input.

The ‘learning organization® capacity covered within this research focuses on the five main
disciplines of building shared vision, personal mastery, improving mental models, analytical
thinking and team learning. Senge (1990) proposed that to serve as the criteria for measuring the
learning extents of the business organizations. In 1990, Garrate proposed that to develop
learning organizations, the administrators shall previously propagate the learning abilities of
working members and individuals. In addition, it is more important to create a culture and
climate of the firms' learning (Watkins and Marsick, 1993: Pool, 2000: Hall, 2001). In 2001,
Daft also contended that the ‘learning firm’ is a critical aspect to possess the organizational

culture and to make the effort to encourage firms to bring about change and adaptations.

Al present, there is an increasing consensus on the idea that firms are trying to introduce a
culture which increases the level of communication between their workers: they are also doing
experiments and taking risks to encourage the workers to ask questions about the working
methods and fundamental beliefs. So it will create an environment which is suitable for the

progress in their learning capacities (Lopez & Ordas, 2004). In 1999 Yeung ef al., stated that,
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within the learning organizations, leaders need to design the system and culture and bring

workers with simultaneous challenges to create prosperous futures for their firms.

In 1998, Davenport and Prusak declared that, to successfully implement knowledge-management
systems, culture is an important asset which provides the foundation for it. Malhotra (2003)
proposed that it is necessary to create a culture which provides the environment where sharing,
creating knowledge and learning is present at all levels. He forecast that this will be a feature of
the successful organizations of the future. If you have awareness of this culture, the workers will
be hired with an urge for inventive and creative curiosity. In 2003, Malhotra contended that you
have to develop a learning culture to achieve success and one which will be quick to adopt
changes. His philosophy is that, in today's environment, the only certain thing is change. To gain
competitive advantages, the organization should be ready to bring about change and take quick

decisions at the correct ime.

There is no doubt that to derive competitive benefits, learning is absolutely necessary. Love ef
al., (2000) contends that learning lies at the genesis of partnering. In particular, there are three
key issues: learning, continuous betterment and a learning climate. This learning-friendly culture
forms the basis for developing a leaming organization. In 2001 Kululanga er al., proposed the
nature of organizational learning, and emphasize that a learning culture is necessary to bring in
both cognition and behavior through transitional leamning. “In most organizational-change
efforts, it is much easier to draw on the strengths of culture than to overcome the constraints by
changing the culture” (Edgar Schein,1999). A leamning environment is necessary for the
consortium formed by the project parties and individual organizations. Once you create a
‘learning culture’, partnering team members are more willing to accept new knowledge, skills

and technology. “We found that firms with cultures that encompassed all of the key managerial
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constituencies (customers, stockholders and employees as well as leadership from managers at

all levels) out-performed, by a huge margin, those firms that did not have those cultural traits.

Tracey et al. (1995), states that provide a good foundation for understanding culture.
Intrinsically, a learning culture is used to explore the ways to experience leaming, how to make
continuous progress, and how to develop a learning environment. Although a learning
environment and continuous improvement are related to each other, they affix themselves to
distinctive topical issues. Gravin (1993) contends that as continuous learning is essential for
continuous improvement, it is a necessary process for gradual improvements. Senge (1990) states
that, to maintain a competitive position in the turbulent environment, firms are focused on
learning. They are focused on the diversity of continuous improvement in their knowledge
assets. If you have been trying to make changes in how your organization works, you need to
find out how the existing culture aids or hinders you. Nonaka (1991) suggests that once a firm
has experienced a number of successful improvement cycles, it will spread the knowledge gained

throughout the entire organization, thereby leading to the synthesis of a ‘learning culture’,

A learning environment established a supportive environment in order for a learning culture to
evolve since strategic partnering involves a re-activation of partnering for new projects, whether
the organizations have accumulated experience or they are focused on continually improving.
Organizations are aware of the importance of the learning culture that it is necessary for the
construction companies which are forming new partnering teams, (Cheng & Li, 2002).We tend
to think that we can separate strategy from culture, but we fail to notice that in most
organizations strategic thinking is deeply colored by tacit assumptions about who they are and

what their mission is.
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Bohn (1994) proposed that you must manage the knowledge as if it is capital. Thus, you also
have to manage the experience. As experience is accumulated from time to time, it is necessary
to structure the inventive assets (Bontis, 1998); that is, to structure an organization to become a
learning organization (Hidding & Catierall, 1998). Another way of expressing accumulated
experience from individual learning is ‘human capital’ (Hudson, 1993). Such human capital
becomes the capital of a learning organization. Pool (2000) and Hall (2001) states that dunng the
process of encouraging the workers to learn, it is essential for the existence of organizational
culture to support the organization learning so that the organization can easily improve, obtain

and transfer the knowledge which 1s required.

Kasper (2002) states that because leaders clearly affect the organizational operation, the most
important issue in an organizational culture, is the relationship between the learning organization
and its leadership, and is so with increasing emphasis. From the aforesaid research reports, we
find that organizational culture and leadership is a critical relationship in creating a learning
organization, and encourages workers to use the leamning facilities. Thus, the first research
motive within this research is intended to search the relationship between organizational culture,
the learning organization and its leadership. Success in business requires training, discipline and
hard work. But if you're not frightened by these things, the opportunities are just as great today

as they ever were (David Rockefeller, 1915).

Gardiner and Whiting (1997) indicate some well-established research results and the said
research results indicate that the altered behaviors of the learning organizations in response to
external climate can bring an improvement in the job performance and satisfaction of workers
and also have beneficial effects on the organization’s performance. In 2001, Hong suggests that

the operation efficiency of a learning organization can allow workers to possess the skills of
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interaction, correct social manners and personnel companionship with the result that it will
reduce the absence rate and job turnover rate and boost the workers” morale. The promotion of a
learning organization is required to improve job satisfaction and we can find it from the practical
instances of research. Extensive leaming of culture, system thinking and the encouragement of
continuous learning is possible under flexible experiment. It will change the workers™ behavior
and opinion towards jobs and increase the internal mental satisfaction. Furthermore, improving
workers” idea about values and authorizing workers can actually enhance job motives, willing

and also intensify external satisfaction.

Buckler (1998); Popper & Lipshitz, (2000); Hall (2001) have investigated the attitude of the
learning organization through operation models and theoretical contents. Organizational culture
is mostly seen as an essential condition and the facilitating factor for organizational learning to
occur (e.g. Ahmed er al,, 1999; Baetz (2003); Campbell and Caimns, 1994; Conner and Clawson
(2004); Hill (1996); Maccoby (2003); Marquardt (1996); Marsick and Watkins (2003); Pedler ef
al., 1997). In the related literature on this subject, the cultural orientation towards learning is
called “oriented learning culture” or simply “learning culture™ or you can say “a type of culture
that a learning organization should have”.Wang e al, (2007) states that, in practice, an
organizational learning culture can be the core of a learning organization and the broader aspect
of an organizational culture. Answering the two basic questions gives you the concept of the
‘learning culture’ what it is and what its responsibilities are and is a useful exercise. The authors
that have studied this kind of culture say that the leaming environment can be described as an
organizational environment that is oriented towards the promotion and facilitation of employees’
learning, its share and promulgation, in order to contribute to organizational development and

performance (Rebelo & Gomes, 2009),
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With this definition, we want to emphasize the central idea underlying this kind of culture, that is
to say. that organizational success can be achieved through group learning or organizational
learning and individual learning. This culture promotes and values individual learning with the
objective that individual learning can be increased through the sharing process. Schein (1999);
Marsick and Watkins (1999) proposed that, in the recent past, writers have focused on the
coercive nature of the learning wave in organizations and that the organization must compel
employees to learn and that the transformation of learning into an obligation can provoke
apprehension. For a firm that wants to become a learning firm, it is necessary for employees to
contribute to it through learning, knowing that it is a covenant relationship--as the firm realizes
oreater success, its workers will also benefit. Moreover, this main idea behind the definition is
responsible for the relevance of the learning culture, its importance and re from the 1990s up 1o

the present time.

Facing more and more universal, dynamic and inconsistent environments, culture-oriented firms
need productive leaming that leads to new and useful knowledge which provides innovative
ways to optimize processes and to solve problems and it also increases the chances of a firm to
achieve success. From individual commitment to a group effort that is what makes team work, a
company work, a society work, a civilization works (Vince Lombardi). According to Ahmed et
al. (1999); Hill (1996); Schein (1992; 1994); Marquardt (1996); Marsick and Watkins (2003);
MecGill and Slocum, (1993); Simons (1996); Reeves (1996), regarding its responsibilities or the
framework that discriminate this type of culture from other cultures, you can easily see the points
of convergence among writers. Among them, learning can be highlighted as one of the
organization’s core values, concern for all stakeholders, a focus on people, invigoration of

analysis, exhilaration of an attitude of responsible risk, an expedition carried out to identify
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errors and to learn from them and encouraging open and intense communication, as well as to
promote the interconnection, cooperation and sharing of knowledge. The focus is on the
relationship between the leamning environment and its possible outcomes, for example, Baetz
(2003), Bates and Khasawneh (2005), Egan er al., (2004), Yang (2003), Lo'pez er al., (2004),
Reardon (2010), S * kerlavaj et al., (2007), and Thompson and Kahnweiler (2002) stated that
learning is the most important factor in the organizations which have culture-oriented
environments for productive and conceivable ways to find its link with other organizational
variables that could interact for its progress is an issue for academics and practitioners. Actually
through it we can understand the worth of these variables for the maintenance and development
of a learning organization and it also gives managers the information which helps them to deal

with the progress of this kind of climate in their firms.

Fiol and Lyles (1985) suggest that though ofien seen as the outcome of learning, the
organizational structure plays a critical part in determining these processes (p. 805). According
to these writers, a flexible, decentralized and organic organizational structure seems to be linked
to the promotion of learning in organizations and, quoting Morgan and Ramirez (1984) focuses
on the idea that the organizational structure is designed in a way that promotes learning culture.
Actually, in the past, Shipton et al. (2002) discovered a negative relationship between
organizational learning mechanisms and centralized structures because little attention has been
paid to the relationship between organizational structure and organizational learning. In 1999,
Hong said it is expected that, to some extent, a structure with organic characteristics will be
related to cultural orientation towards learning in organizations. Regarding the variable of the
organization aspect, Davenport and Prusak (1998) state that it is easier to share, create and

transfer the knowledge of a small or medium sized workforce organization than that found in
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large-sized organizations. Working with a sample of Portuguese manufacturing enterprises, it
was found that there was no sententious discrimination between small, medium and large
organizations in relation to the way they managed their knowledge (Cardoso, 2008). However,
Chandler er al. (2000) found that organizational sententious and formalization tend to inhibit
cultural orientation towards innovation. Schein (1992, 1994) states that to change the
organizational culture is something that is difficult and very slow. Secondly, organizational
learning as a management style or a way to react to rapid and new demands in the environment
(such as the expansion of information technologies and globalization) is, to some extent, recent,
older organizations have less cultural orientation towards leaming. Even if older firms have
made the effort to transform their culture, it is not an easy, linear or quick process. A ‘conscious’
business that is one that is conscious of inner and outer worlds. Would it, therefore, be a business
that takes into account body, mind, and spirit in itself, culture and nature? Put differently, a
conscious business would be mindful of the way that the spectrum of consciousness operates in
the Big Three Worlds of *self’, ‘culture’ and *nature’ (Ken Wilber). Schein (1997) said that: “I'm
especially struck by the glibness of those who call for the creation of learning cultures or cultures

of openness and trust as if culture could be ordered up like an item on a restaurant menu.”

Actually in a crystallized culture, it is difficult to bring change where the space for innovation
and leamning is limited, In this framework, Hodgkinson (2000), Salaman (2001) and Schein
(1992) focused on the view that organizational culture as a blocked factor of the progress of
organizational change programs that imply learning. Salaman (2001), based on Van De Ven
(1986), contends that the older, the larger and more successful that organizations are, the higher
the probability of having a set of systems and structures that inhibit leaming and innovation.

Hence, we could expect that organizational age might hinder the transformation of an
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organizational culture into a learning one. The purpose of culture change has to strengthen with
in the organization with various motivational tools; the culture should be treated just like other
management objectives. Employees who take an extra step to observe the values need to be
rewarded; they must be viewed as role models for others to follow. On the other hand, the
employees who do not believe in those values have to be eliminated from the system to reduce

their negative influence.

The culture of an organization is a construction of the people who work there, so the
organizational culture could be affected by some characteristics of organizational actors. Wang
et al., (2007) stressed that analytical variables are directly related to learning culture; employees’
analytical responsibilities can be linked with their perception of the organizational leamning

culture.

The organization’s learning culture is dependent on employees’ responsibilities, tenure in the
organization, age and level of education. Every organization’s culture is unique like a strand of
DNA. The Portuguese commonly had traditional careers. Employees’ tenures and ages are
normally related to each other and to organizational age. Related to the level of education, the
employees with a high level of education are predisposed, conscious and sensitive to learning in
the workplace. The existence of a learning culture can be related to these three employees’
responsibilities, but in different ways: the relationship between age and tenure is negative, acting
as credibility inhibitors; education is probably positively related to the existence of the culture,

acting as a potential facilitator.

Logician social scientists, as well as anthropologists in other fields, are coming to see that

“learning cannot be separated from the framework in which it occurs and to re-conceptualize
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cognition and learning as activities that occur through social interaction™ (Lettuce, 2002).
Researchers who have emphasized the importance of the contextual and social influences on
learning (Lave, 1997; Lave & Wenger, 1991; Rogoff, 1990) have spoken of ‘situated learning” or
and above all have “cast learning as a basic cultural and social activity and contrast it with
cognitive and behavioral models in which learning is an individual activity and as a widget that
can be easily separated from the framework in which it takes place™ (Lettuce, 2002). This socio-
cultural view also gives equal weight to the prominence of both the immediate setting as well as
to the larger one in which it is embedded, it shifts the focus to the multi-dimensional view of
learning from individuals. This learning style allows them to be seen as being both individual,
vet influenced by the social framework in which they have been created. Ngwainmbi (2004)
stated that the learning environment in Asia and, most particularly in China, is an authoritarian
and schoolmasterish method with the focus being on cooperative learning. This learning culture
is the only one that Chinese students are exposed to right from the preschool years where the

class size is between 40 and 60 students and the compliance of all is expected (Corwin, 2001).
2.3 Trust

Boon and Holmes (1991) proposed that a state involving confident positive expectations about
another's motives with respect to oneself in situations necessitating risk. The way an
organization is designed can have a significant effect on the trust that is engendered within its
walls. Organizational elements that affect trust include the ‘softer side’ of the house, including

values and behaviors, as well as the organizational structures such as hierarchies and processes.

McAllister (1995) states that the extent to which a person is confident in and willing to act on the

basis of, the words, actions and decisions, of another determines the willingness to do business




with another person, and to do that, first of all you have to develop some measure of trust, either

in the other person or in the system.

The conscious regulation of one’s dependence on another, according to Zand (1972), Cook and
Wall (1980) is correlated to the extent to which one is willing to ascribe good intentions to and
have confidence in the words and actions of other people. The leaders who work most effectively
are those who understand that their job is to make the team function. They accept responsibility
and don't sidestep it, but "we" gets the credit.... This is what creates trust and what enables you

to get the task done.

Creed and Miles (1996) state that the specific expectation is that another's actions will be
beneficial rather than detrimental and the generalized ability is to take it for granted . . . a vast
array of features of the social order. When trust is established, it leads to synergy,
interdependence and deep respect. Both parties make decisions and choices based on what 1s
right, what is best and what is most highly valued Mayer er al, (1995). The willingness of a
party to be receptive to the actions of another party based on the expectation that the other will
perform a particular action that is important to the trusting party, is irrespective of the ability to

monitor or control that other party.

Lewicki er al., (1998) state that the confident, positive expectations regarding another’s conduct
in a context of risk reflects an expectation or belief that the other party will act benevolently
(Whitener ef al, 1998). We are never so vulnerable as when we trust someone--but

paradoxically, if we cannot trust, neither can we find love or joy (Walter Anderson).

According to Rousseau er al., (1998) this is a psychological state comprising the intention to
accept vulnerability based upon positive expectations of the intentions or behavior of another.
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Butler and Cantrell (1984) suggest rectitude, competence, frangibility, allegiance and broad-
mindedness as key elements. Butler (1991) proposed eleven separate conditions that the trusted
party has to fulfill: competence, rectitude, frangibility, individuality, fairness, promise
fulfillment, allegiance, availability, broad-mindedness, receptivity and overall trustworthmess. In
their classic article, Mayer er al., (1995) emphasized on capability, benevolence and rectitude.
Cunningham and McGregor (2000, pp. 1578-9) and Mishra (1996, p. 265) have both made
powerful arguments for including ‘reliability’. In the realm of “personal” and the role of
“trustworthy.” we can point to personal beliefs and behaviors as indicated in the Trust Quotient,
but in business, trustworthiness is built through a set of daily operating principles.
Trustworthiness is built from habitually behaving in accordance with a set of commonly shared
beliefs about how to do business. Trustworthiness breeds trust (the reverse is also true); the
combination is what leads to trust and this, by the way, is quite measurable in its impact on the

end result.

Gardiner and Whiting (1997) state that developing trust between administrators and workers has
a critical effect on whether the learning firm can be successful or not. In fact, ‘trust’ is the
highest form of human motivation. John Eliot states that “like squirrels, the best n every
business do what they have leamed to do without questioning their abilities - they flat-out trust
their skills, which is why we call this high-performance state of mind the ‘Trusting Mindset’."
Moorman et al. (1992) said that trust is a willingness to rely on an exchange partner in whom one
has confidence.” According to Coulter and Coulter (2002), higher levels of trustworthiness lead
to a higher level of co-operation as well as lower levels of perceived nisk and uncertainty, and
vice-versa. Gulati (1995) states that trust deepens with repeated alliances between the same

partners. Parkhe (1993) said that trust is indicated by the increased lengthening of the
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relationship between the client and the service provider. Organizational trust has been treated
mainly as an interpersonal phenomenon (Mayer er al, 1995; Cummings & Bromiley, 1996;
Shockley-Zalabak er al., 2000; Tyler, 2003): “lateral trust” referring to relations between workers
and “vertical trust’referring to relations between workers and their immediate head, the members

of the top management or the organization as a whole (McCaulevé& Kuhnert, 1992).

This social approach to organizational trust is limited. First, the need for trust within firms has
strengthened because of the focus onm knowledge as a focal resource; virtualization and
globalization make the evolution of equitable trust more challenging. Temporary and
technology-enabled task forces, projects and virtual teams increase their *knowledge” work.
Leaders and supervisors have dual responsibilities, working as experts and only ‘part-time” as
supervisors (Alvesson, 2004). Axelrod (1984) proposed that, in many cases, workers may not
have a shared past or future vision. These settings provide limited chances for the natural
evolution of Equitable Trust. According to Zeffane and Connell, 2003; Schoorman e al., (2007)
trust between workers and trust between workers and supervisors is very thin and fragile, and
workers actually become less trusting, resulting in fewer natural opportunities for interpersonal
trust to evolve. Equitable Trust refers to trust in equitable organizational factors such as ‘vision’
and “diversity’, the capability of the top management, the goals of the top management. the
management group’s technological and commercial competence, structures, roles, carrying out
Justice, fair processes, technology and prominence, as well as human resource-management
policies (Costigan er al., 1998; McKnight er al., 1998; McCauley & Kuhnert, 1992: Kramer,

1999; Tan & Tan, 2000; Atkinson & Butcher, 2003: Kosonen ef al., 2008).

Within the framework of sociology, ‘trust’ is considered crucial in supporting comprehensive

coordination within social groups. Luhmann (1979) states that the chances and consanguinity
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characterizing modern life demand commitment to--and trust in--the system. He further
differentiated ‘trust’ in abstract systems and interpersonal trust: complex systems like
organizations require some basic confidence or trust, both in the institution and in being a
member of it, ‘Trust’ is a critical characteristic that is more essential to business performance

than ever,

According to the social-exchange theory and social psychology, ‘justice’ and the criterion of
cooperation are also critical elements in the dimension of organizational trust. This is visible in
the symmetry of the psychological contract between employer and employee (Rousseau, 1989;
Whitener, 1997; Blau, 1964). According to Parzefall, 2006, Rousseau et al. 1998 “Reciprocal
attitude may affect the dyadic relationship; it could also become a generalized level of exchange

and meta-psychological contract™.

According to Kogut and Zander, 1992, Foss, 1996 “Research on strategy beliefs and economics
is seen as a higher order organizing principle that enhances knowledge-sharing and transfer.”
According to the dynamics capability view of the firm, operational routines support adaptation in
difficult situations because of the dynamics-capability view of the organization. Human
Resource Management, leadership practices and organizing principles, and the responsibility and
decision-making processes among the members of the top management are complex factors (see,
e.g. Tzafrir er al., 2004). Creed and Miles (1996) state that the organizational culture in terms of
exception, values and identity has an effect on the disinterested nature of organizational trust.
Values which support trust are those which encourage the interdependent working together and
support of others, just because it is the right thing to do. Trust may be explicitly mentioned in

company values, along with themes such as *focus on the customer’ through which people can




legitimately request things of one another and trust that they will support activities that are

working towards these common goals.

Multi-disciplinary research emphasized on organizational confidence has identified that ‘vision’,
“diversity’, ‘decision-making processes’, ‘characters’ and the HRM practices of the top
management as sources of the disinterested element (Costigan et al., 1998; Atkinson & Butcher,
2003). Courtesy in decision-making and HRM practices are also complex factors (Tan & Tan,

2000; Kim & Mauborgne, 2003).

McCauley and Kuhnert (1992) contend that trust between management and workers 1s not
interpersonal in nature, but is derived from the responsibilities, laws and structured relations of
the firm. They said that trust is determined by the propriety and efficiency of the organizational
structures. Atkinson and Butcher (2003) argued that disinterested organizational trust is based on
the responsibilities and systems of the employer organization, especially with regards to the

perceptions of the other’s competence to fulfill the responsibility or task.

McKnight er al., (1998) divide disinterested trust along the dimensions of situation normality:
trusting that success is likely because the situation is normal, and structural confidence: believing
that success is likely because the contextual conditions, such as promises, contracts, laws and
guarantees, are in order. Zucker (1986) differentiates institution based trust from character-and

process-based trust, which could be built on certification, endorsement and indemnification.

Costigan ef al., (1998) states that the conviction of an organization is also evaluated based on its
leadership style and behavior. For most workers, the decision to trust the members of the top
management depends upon the results of its actions Moreover, it is argued by McCauley and
Kuhnert, (1992); Tan and Tan, (2000) that trust in top management is usually dependent upon
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the result of its (the top management’s) effective decision-making. Perceived organizational
justice has an effect on experienced organizational conviction. Values which act to reduce trust
are often those which emphasize individual excellence and financial goals above any statements
of trust. Where employess are rewarded more for the achievement of individual rather than
group goals, this divisive encouragement is likely to lead to non-collaborative and untrustworthy
behavior. Discouraging such overt actions are the broader social rules, including what remains of

historical social values.

Whitener (1997) argues that organizations that make competent decisions generate greater trust
in its upper management. Employees feel that the trust in the organization is partially based on
its decision history, possibly in the hands of higher-level superiors with whom they have no
interpersonal relationships and they think that they have exchange relationships with the
organization as an entity. The trust placed in an organization can be evaluated through the
experience of these decisions, routines and activities and where people are dependent on each
other and there are reciprocal requirements between them. The dynamics for reciprocity is thus
set up by the difficult task culture and the limitations of time as well as the skills and control that
the individuals possess. Where dependence is a one-way street, positions of vulnerability and
power arise, in which the powerful can take advantage of the vulnerable, almost on a whim.
Power behavior in organizations often involves delays and ‘not now" can easily become a
technique of deliberate sabotage. Even when the powerful are well-intentioned, as most are, the
pressures of work lead them to prioritize dependent employees completely off the scale, thus
leading to unintentional sabotage (which is of little compensation to the dependent person who is

losing out).
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Blunsdon and Reed (2003) point out those characteristics of the production system that define
the framework in which *work" occurs, and are therefore included among the orgamization’s
values, as is reliance. Shockley-Zalabak er al, (2000) contends that trust in an organization
encompasses having the assurance that it is able to produce quality products in terms of expected

production technology.

Perry and Mankin (2007) contend that organizational trust incorporates the acknowledgment of
aims and values as well as a strong desire (by the employees) to identify with the organization.
According to Shockley-Zalabak er al., (2000), ‘identity’ depends how individuals manage the
ambiguity of separation and association as a worker of an organization: those who identify with

it are more likely to consider the organization as being worthy of trust.

Employees observe how outsiders such as customers, employees of other companies and the
media value their employer. Its notoriety may derive from the conviction of the firm and its
services or products, how familiar/popular the brand is or its position in the branch or in the
stakeholders’ networks. According to Gillespie and Dietz (2009) and Atkinson and Butcher
(2003), it is stated that an external notoriety that 1s determined to be ‘good’ by the employees,

leads to trust in the employer.

Whitener (1997) states the experience of routines, decisions and activities related o justice in the
firm’s HRM practices has an effect on experienced organizational conviction. In a similar vein,
Kim and Mauborgne (2003) contend that fair processes adhere to the human need to be valued as
a human being and not as a human asset or as a mere personnel member. Tan and Tan (2000)
state that a worker's level of trust may change if the firm does not compensate fairly or recognize

the worker’s roles.
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McCauley and Kuhnert (1992): Tan and Tan (2000), perceived that organizational support also
has an effect on experienced organizational conviction, In earlier research done by Rousseau
(1989), Whitener (1997) and Blau (1964), the pattern of reciprocity, especially in terms of the
psychological agreement between employer and employee, is discussed. Whitener et al., (1998)
state that the dissemination of correct information, explanations for decisions and openness in
communication affect (the employee's) discemment of the organization’s conviction. The

exchange of thoughts, ideas and communication in the form of honest information enhance the

feeling of trust.
2.4 Combinative Capabilities

Since Cohen and Levinthal (1990) called for the development of an assimilative ability of an
organization’s learning and innovation, the research on assimilative capability and its ancestor
(Liao er al, 2009; Lane et al. 2001 and Narasimhan et al., 2006) has grown rapidly.
Organizations require to effectively manage the flow of resources in order to be able to survive
and to grow in a competitive business environment. The view depends on the seizure of
increasing knowledge as a prominent responsibility related to research diversity. The knowledge
based view describes that tacit knowledge is the critical component of the value that an
organization adds 10 input, and that an organization’s capability to transmit this tacit knowledge
is a very important source from which competitive benefits may be realized. Companies which
have a good assimilative capability as well as coalescence capabilities can compete efficiently. A
capability is the capacity for a set of resources to interactively perform a stretch task or an
activity. Through their continued use, capabilities become stronger and more difficult for

competitors 10 understand and imitate. As a source of competitive advantage, a capability
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"should neither be so simple that it is not easy to imitate, nor so complex that it defies internal

steering and control.”

Assimilative capability is a source from which to gain competitive advantage and it is important
as related to innovative capabilities and the absorption of knowledge. The latest research has
emphasized on the processes that are indispensable to the schematization of assimilative
capacity, i.e. on its predecessor. such as collaborative abilities. According to Kogut and Zander
(1992), an organization’s collaborative abilities involve the synthesis and application of current
and acquired knowledge and Van den Bosch ef al., 1999 determine the level of an organization’s
knowledge-assimilative capacity. Therefore, an organization’s innovative learning is the
outcome of the organization’s collaborative capability of creating new applications from

previous knowledge.

Organizational capabilities are socially constructed: when they are leveraged into products and
services, they generate value and provide the organization with sustainable competitive benefits
and long-term, superior performance. Dynamic capabilities shape and systematically reconfigure
organizational competencies through assimilating new knowledge and linking, organizing and

integrating the generated knowledge into organizational routines.

A number of ‘blanks’ in the literature remain in the acceptance of the study of collaborative
abilities. First, the indispensable organizational contrivance that is associated with an
organization's collaborative abilities is still under-explored. We refer to organizational structure
as “design actions” or “structural arrangements” (Nambisan et al, 1999) for combinative
capability. For example, an organization must design organizational structure by developing

virtual communities for work groups and recapitulate working manuals that can enhance the
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organization’s combinative capabilities. A few pieces of research emphasized on how

organizations actually achieve combinative capability through related organizational contrivance.

Different research emphasized on the process as indispensable — that is, the ascendant of -
assimilative capacity. Jansen er al, (2005) address the role played by the organizational
ascendant in managing assimilative ability. The ascendant of assimilative capacities includes the
level of previous knowledge, organizational form, and combinative capabilities (Van den Bosch
et al., 1999), According to Kogut and Zander (1992), these ascendant, combinative capabilities
have been empirically shown to have a strong influence on assimilative capability and to be
central to the ‘knowledge’ of the firm. Bordoloi (2004) states that combinative capabilities are

particularly necessary in the framework of a call center.

Van den Bosch et al. (1999) state that a firm uses three types of combinative capabilities: system
capabilities, coordination capabilities and socialization capabilities. Jansen ef al., (2005) stated
that systems capabilities provide a type of organizational memory for handling routine situations.
Van den Bosch er al. (1999) state that systems capabilities are related to various aspects of
building internal work and reflect the degree to which laws, instructions, procedures and
communications are laid down in written documents or formal systems. Two functions of
systems capabilities are “synchronization” and “formalization”, “which prepare patterns for

organization action.

Joglar and Chaparro, (2007) state that ‘coordination capabilities’ facilitate the relationships
within a group, between teams and among organizational unities. Three features of coordination
capabilities are the firm’s cross-function interfaces, its decision-making participation and job

rotation. Joglar and Chaparro (2007) contend that organizations make many internal efforts to
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improve knowledge diffusion through the development of a common understanding related to its
socialization capabilities. According to Kenny and Gudergan (2006), a firm’s identity and value
can be built through socialization capabilities and the primary integration requirement is not

necessary. Connectedness and socialization tactics are two functions of socialization capabilities.
2.5 Knowledge-Management Practices

According to Wong, (2005), ‘knowledge’ is the most important factor for business success.
Organizations are becoming more knowledge-intensive, they are hiring “minds” more than

“hands™ and the needs for leveraging the value of knowledge are increasing.

“*Knowledge Management® caters to the critical issues of organizational adaption, survival and
competence in the face of increasingly environmental change. Essentially, it embodies
organizational processes that seek a synergistic combination of data-and-information- processing
capacity of information technologies, and the creative and innovative capacity of human beings"
(Malhotra, 1997). Wong (2005) stated that many organizations in the global market, especially
the larger ones which are aware of this, try to explore the field of Knowledge Management (KM)
in order to improve and sustain their competitiveness. Knowledge Management focuses on
'doing the right thing' instead of 'doing things right' To our way of thinking, ‘knowledge
management’ is a framework within which the organization views all of its processes as
‘knowledge processes’. According to this view, all of a business’ processes involve the creation,
dissemination, renewal and application of knowledge as related to organizational sustenance and

survival,

Drucker (1993) states that the latest economic systems are knowledge-intensive, as society has
moved into a post capitalist mode, with the result being that the management of knowledge
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resources is increasingly critical in knowledge-based society. Kwan and Balasubramanian (2003)
propose that Knowledge Management (KM) involves establishing an environment that allows
the employees in organizations to capture, share, create and leverage ‘knowledge’ so as to make
the performance better. Scarbrough, Swan and Preston (OECD, 2003) contend ‘knowledge
management’ as follows: “Knowledge Management (KM) covers any intentional. systematic
procedure of procuring, acquiring, sharing and using productive knowledge, wherever it resides,
to improve learning and performance in organizations.” According to OECD (2003), KM is a
matter of using a category of practices which are difficult to observe and employ and sometimes
are even unknown to those who possess them. The most important issue for companies 15 to
ensure that they focus on the synergy of data and the information-processing capacity of
information technologies as well as the creative and inmovative capacity of their human
members. Advanced information technologies can increasingly accomplish 'programmable’ tasks
that were traditionally performed by humans. If a procedure can be programmed, it can be
delegated to information technology in one form or another, The information and control systems
in organizations are intended to achieve the 'programming’, for optimization and efficiency.
However, checks and balances need to be built into the organizational processes to ensure that
such ‘programs’ are continuously updated in alignment with the dynamically-changing external

environment.

Evanescent assets comprise one of the major factors in the present and future success of
organizations (Banegil Palacios & Sanguino Galvan, 2007) therefore; knowledge is the main
source of competitive advantage, But managers do not have enough insight about knowledge
productivity and its growth, which leads to distorted resource allocation and poor (external)

communication about organizational performance. Instead of the traditional practice of
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controlling the people and their behaviors through the setting up of pre-defined goals and
procedures, they need to view the organization as a human community that is capable of
providing diverse meanings to information outputs that are generated by the technological
systems. Managers need to develop a greater appreciation of the intangible human assets that are
captured in the minds and inherent in the experiences of their ‘knowledge workers’, because
without these assets, the companies are simply not equipped with a vision to foresee or to
imagine the future if they are facing a fog of unknowingness. As noted by Strassmann, elevating
computerization to the level of a *magic bullet’ may lead to the diminishing of what matters the
most in any enterprise: educated, committed and imaginative individuals working for

organizations that place greater emphasis on people rather than on technologies.

According to Gao er al., (2008), Knowledge Management means to use all of the information
within an organization--which allows individuals to apply suitable information and knowledge to
what they already know--to create new knowledge (Raisinghani, 2000). The major task is the
development of organizational structures that combine the most advanced elements of
information resources, indispensable input of human response, and effective decision-making.
Wilson and Asay (1999) said that Knowledge Management is a process that provides quick
access to information and expertise throughout whole system, as needed, to improve
organizational learning and performance. Gold er al., (2001) state that firms require the ability to
leverage current knowledge and create new knowledge that positions them in the chosen markets
as competitive entities. The ‘knowledge workers’ would also need to have an overall
understanding of the business of their organization and how their work contexts fit within it.
Such understanding is necessary for their active involvement in the organizational un-leaming

and re-learning processes. If they understand the implications of changes in their work contexts
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