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Part I. Systematic literature review 

This research was started with the conviction that it will make a significant contribution to 

increasing the competitiveness and organizational performance of multinational company 

subsidiaries, with special focus on production plants. Continuous globalization has also 

accelerated the flows of information, which of course has also affected the operations of 

multinational companies. The increasing amount of information alone does not contribute to the 

creation of competitive advantage, but if companies can convert information into knowledge, 

they can become more competitive. Of course, this is a necessary, but not a sufficient condition 

for gaining a long term competitive advantage. Organizational competitiveness is enhanced not 

by the knowledge per se but by the organizational ability to exploit that knowledge. However, 

managing organizational knowledge in case of multinational companies is a challenging task, as 

these corporations have dispersed production plants around the world with different strategies, 

tasks - and which is the most interesting from our point of view - with diverse cultures. In our 

thesis, offered both case study and survey based evidence how multinational company 

production plants should transfer and use relevant knowledge for increasing their operational 

performance. 

Multinational companies are enterprises operating in several countries but managed from one 

(home) country. Generally, any company or group that derives a quarter of its revenue from 

operations outside of its home country is considered a multinational corporation (Ghohall & 

Bartlett, 1990). The effective formation of multinational companies dates back to the second half 

of the nineteenth century, manifesting themselves as forms of consolidation of the economic 

power of large commercial, industrial, agricultural, etc. companies (Negucioiu et al., 1998). 

However, the significant changes began in the world economy since the mid-sixties. The colonial 
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system collapsed, developing countries gradually integrated into the world economy. Rapid 

technological development began in the areas of transport, telecommunications and data 

transfer. The international financial system established in the American Bretton-Woods after 

World War II crashed. All of this has fundamentally altered the international operating conditions 

of companies, thus interacting with the specificities of operating capital flows. At the beginning 

of the twentieth century multinational companies controlled 80% of foreign direct capital 

investment, nearly 70% of global trade, 60% of international capital market lending.  Nowadays, 

according to UN data (UN, 2016), some 35,000 companies have direct investment in foreign 

countries, and the largest 100 of them control about 40 percent of world trade. 

As a result of technological advances, production-level international specialization and the close 

integration of former loosely connected parent and subsidiaries have become possible. The 

uncertainties of the international financial system and the strengthening of market competition 

forced companies with significant capital resources to set up their business with the 

establishment of foreign subsidiaries in a region offering the most favorable conditions for return 

on capital. Thus, they not only optimized their production, but also reduced the price, exchange 

rate risks and mitigated the effects of state regulation and the burden of tax policy. 

 

Delimitation of the topic and research motivation 

There are several manufacturing plants in Romania and in Eastern Europe, which – after a 

relatively short operating period – are relocated to a different geographical location where 

resources are less costly, while other location advantages are similar.  At the beginning of the 

doctoral research project, the main objective was to find strategic solutions for avoiding the 

shutdown and relocation of these plants by increasing plant competences via knowledge transfer 

(KT) from within the internal network of plants belonging to a multinational company. As we have 

started to read and analyze the existing (operations) management literature related to 

knowledge transfer, we have discovered that authors handle the process of internal and external 

knowledge transfer separately. Based on our literature research, we have decided that we focus 

on both internal and external knowledge flows. Our research addresses the role of internal and 
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external knowledge transfer simultaneously, an approach that has rarely been considered in 

previous operations management literature. Furthermore, we identify a link between knowledge 

transfer and operational performance.  

 

The current state of knowledge  

Knowledge management is researched in various fields of management (operations 

management, strategic management, international business, and human resource 

management). The literature has two main streams: internal knowledge transfer refers to the 

transfer of knowledge within the multinational company, while and external knowledge transfer 

refers to the knowledge transferred outside the external supply chain network. A subsidiary can 

be involved in both types of KT processes. 

The present research reviews the knowledge management (KM) literature on a subsidiary level. 

KT is realized on subsidiary level both internally (in the network of the multinational company) 

and externally (in the supply chain network), because the subsidiary operates as part of two 

networks (Demeter et al., 2015; Rudberg & Olhager, 2003). It is important to mention that 

knowledge flows can have different directions. In the internal network, we distinguish between 

forward (HQ to subsidiary), reverse (subsidiary to HQ) and lateral (subsidiary to subsidiary) 

knowledge transfer directions.  

Organizational knowledge has become the most strategically significant resource of the 

organization (Minbaeva, 2006). Organizational competitiveness is enhanced not by knowledge 

per se but by the organizational ability to exploit that knowledge. Szulanski (1996) claimed that 

little systematic attention has been paid to ‘internal stickiness of knowledge transfer’, and he 

developed a model showing the best practices of transferring knowledge. Based on Teece’s 

(1976) findings, Szulanski (1996) showed the sequence of events that lead to the decision of 

knowledge transfer. The four sequences are: (i) initiation, (ii)implementation, (iii) ramp-up, and 

(iv) integration. His findings are one of the starting points of knowledge transfer literature from 

an organizational point of view. Gupta and Govindarajan (2000) complemented Szulanski’s 

(1996) theory, pursuing a nodal level of analysis. Building on communication theory, they have 
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argued that a complete mapping of the knowledge transfer process requires to the involvement 

of all of the following five major elements: (i) value of the knowledge possessed by the source 

unit, (ii) motivational disposition of the source unit regarding the sharing of his knowledge, (iii) 

the existence, quality, and cost of transmission channels, (iv) motivational disposition of the 

target unit regarding the acceptance of incoming knowledge, (v) and the target unit’s absorptive 

capacity for the incoming knowledge. Minbaeva (2007) argues that two metaphors have guided 

knowledge transfer research. The first sees knowledge transfer as a process of communication, 

while the second views transfer primarily in terms of cost and benefit: the higher the cost of 

transfer, the slower the transfer will occur.  

Current literature does not focus on both internal and external knowledge transfers, and their 

implications on operational performance. Although researchers agree that KT must have an 

impact on performance, there are (beside of a few operations management articles) relatively 

few papers focusing on performance implications, and there are none which researches the 

performance implications of both the internal and external KT. It is also important to mention 

that these questions are relevant both in Operations management and Human resource 

management field. The main difference between these two fields is the focal level. While OM has 

a more macro perspective (organizational level), HRM focuses on the micro foundations 

(employee level).  

During the process of organizing the literature, we have found that there are some frequently 

researched relationships in each management field, but there are also some major differences 

between the focal interest points of different research areas. For identifying where are the 

research gaps in our chosen topic, we developed a theoretical framework, and identified that 

internal and external knowledge transfer, and the performance implications depend also on the 

absorptive and disseminative capacities, which researched jointly offers unique approach in KM 

literature. 
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Defining the research objectives 

During the past decades, more and more multinational companies started to acknowledge that 

an international manufacturing network, composed of several manufacturing plants located in 

different countries or even on different continents, can become an important source of 

competitive advantage on the global market. On the level of individual units, though, it is a 

complex and practically relevant question how these plants can use internal knowledge to reach 

a higher level of competences. Improving the strategy of these plants should consider several 

constraints (i.e., the strategy on the network’s level), and additional possibilities (i.e., learning 

from the other members of the network) which stem from the fact that these units are part of 

an international network composed of several plants with different roles and strategies. 

Optimum knowledge transfer is essential for a local manufacturing unit, which is part of a 

multinational company, in order for it to be a successful member of the network. If the 

knowledge accumulated at headquarters or at other manufacturing units is shared with the 

individual manufacturing unit, the performance of this plant can be improved. 

Thus, the research proposes to focus on the contextual factors of knowledge transfer within 

international manufacturing networks, and the impact of this knowledge on the performance 

of the plant. 

The unit of analysis is the plant which is part of an international manufacturing network of a 

multinational company. Within the research we focus both on plants located in Romania – a 

developing country - target of many offshoring companies from Western Europe, and on 

developed country plants (Switzerland) as well.  

In order to identify methods of improvement of the knowledge transfer process, we need to 

consider the following factors: 

• Identifying the particularities of the plant’s strategy in the context of international 

manufacturing networks (Cheng et al., 2011) 

• Current competences of the manufacturing plants (Feldman et al., 2013) 

• Advantages of plant location (Ferdows, 1997) 
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• Participation in the transfer of knowledge between the members of the network 

(Vereecke et al., 2006) 

 

Main research objective:  

• Identifying the methods than can contribute to the improvement of knowledge 

transfer from individual units of the international manufacturing network towards 

the focal unit. This objective is highly relevant for Romania due to the fact that, in 

general, offshore plants have inferior competences compared to several other 

network members or the headquarter, located generally in a developed country 

(Mudambi, 2008). 

 

Specific objectives:  

• Detailed elaboration of the theoretical background of the topic, based on a 

systematic literature analysis focusing on the following topics: multinational 

companies, international manufacturing network, manufacturing plant, 

manufacturing competences, knowledge transfer, absorptive capacity, disseminative 

capacity 

• Identifying practical methods of assessing the competence levels of individual plants  

• Identifying existing methods of knowledge and information transfer within the 

network 

• Identifying methods to improve the absorptive capacity and the knowledge transfer 

process of individual plants, through which these plants can improve their 

competence levels, thereby ensuring their long-term existence and sustainability 

within the network. 
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Defining the research logic 

The evolutionary nature of scientific research has been proved by several researchers working 

closely with the subject (Karlsson, 2009). According to their views, the research has several 

stacked but distinct phases, the tasks defined in the sections follow each other. These activities 

have a specific algorithm, and this is determined by the researchers in different ways, but the 

essence of the concepts is identical. According to Babbie (2001), the process of research has to 

be initiated with initial steps (goals, analysis units, topic definition) and then conceptualization 

(by defining the concepts and variables of the subject), selecting the research method and then 

operationalizing (by establishing specific measurement procedures). This is followed by the 

selection of the population to be examined, the sampling followed by the observation/test. The 

line continues with data processing and analysis. The last step is the formulation of the 

conclusions. During our research, we have respected the main steps of scientific research, and 

we have designed the present thesis according to that (Figure 1).  

 

Figure 1. The research cycle of the thesis 

Source: own editing 

 

As management is a social science, it is very important that research should contribute in solving 

practical problems as well. At the very beginning of our research, we have identified the practical 

problems, and we will try to find the most relevant answers in order to solve them. We have also 
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designed our thesis according to the model represented on Figure 1. Furthermore, at the 

beginning of the main parts of the thesis we will include the above-mentioned figure, showing 

which chapter corresponds to the research steps.  

 

Literature reviewing method for identifying the research gap in knowledge management 

We have identified a few keywords in order to get acquainted with the knowledge management 

literature: knowledge transfer, external knowledge transfer, internal knowledge transfer, 

knowledge management, knowledge sharing, absorptive capacity and disseminative capacity. For 

the classification of relevant scientific literature, we have used Google Scholar, Web of Science 

and Anelis search engines. We found more than 500 articles for those keywords. After carefully 

filtering the papers we found, we have idenitied the most relevant 130 journal articles. After 

thoroughly reviewing the references to these articles not to omit an important finding in the 

knowledge management field, we have reached a number of 143 articles. Like all disciplines, the 

knowledge management literature has its controversial results. In order to exclude controversial 

results, we have relied on meta-analytical work by Van Wijk et al. (2008) and found more 98 

reviewed journals. Here it is important to mention that we reviewed the above mentioned 98 

papers in order to identify the research gaps in knowledge management. Our whole research is 

based on more than 200 journal articles and more than 50 books. 

 

Identifying research gaps in knowledge management 

Although all the scholars agree that knowledge transfer must have “an impact on performance, 

there are (beside of a few operations management articles) relatively few papers focusing on 

performance implications, and there are none which researches the performance implications of 

both the internal and external KT” (Rácz & Borza, 2015, p. 459). We also want to highlight that 

these categorzations are relevant both in Operations management and Human resource 

management field. One of the main differences between these disciplines is the focal level. While 
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OM has a more macro perspective (organizational level), HRM focuses on the micro foundations 

(employee level).  

During the process of organizing the literature, we found that there are some frequently 

researched relationships in each management field, but there are also some major differences 

between the focal interest points of different research areas. For identifying where are the 

research gaps in our chosen topic, we used our theoretical framework, and identified that 

internal and external knowledge transfer, and the performance implications depend also on the 

absorptive and disseminative capacities. 

 

Formulating the research questions and elaborating the research framework 

Our research focuses on the organizational level. Thus, we use an updated version of ACAP 

definition, formulated by Zahra and George (2002, p. 186) who view the concept as “a set of 

organizational routines and processes by which firms acquire, assimilate, transform and exploit 

knowledge to produce a dynamic organizational capability”, which is “pertaining to knowledge 

creation and utilization, which enhances a firm’s ability to gain and sustain a competitive 

advantage”. Furthermore, they developed the ACAP concept by dividing it into two separate 

parts: potential ACAP and realized ACAP. They define the two subsets of ACAP as follows: 

“Potential ACAP comprises knowledge acquisition and assimilation capacities, and realized ACAP 

centers on knowledge transformation and exploitation.” (Zahra & George, 2002, p. 185). The link 

between ACAP and DCAP is the realized capacity, as it could easily turn into DCAP. As we 

highlighted in the previous chapters, “transformation and exploration of knowledge creates 

value (by increasing performance) for the subsidiary and for the whole company” (Rácz & Borza, 

2015,. 457). Because of these relationships knowledge transfer is a dynamic process, the sender 

can transform into a receiver and vice versa (Zahra & George, 2002). In the same article, the 

authors claim that the potential and realized ACAP depends on country, industry and 

organizational specific aspects (see also Szász et al., 2016). Nonaka (1994) and Minbaeva et al. 

(2003) argue that KT and ACAP depends highly also on individuals. For a better understanding 

and distinguishing between the potential and the realized ACAP and its performance 
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implications, we have formulated the first research questions related to potential ACAP. Based 

on the above described research gaps, our first main research question is related to acquiring 

internal knowledge and sharing it with MNC exterior partners: 

 

Main research question 1: How can subsidiaries acquire and then share internal knowledge 

with external partners, for increasing performance? 

 

Our second main research question relates to sharing internal knowledge with internal partners: 

 

Main research question 2: How can subsidiaries share their internal knowledge within the 

network, to contribute to the performance of the network? 

 We have divided the main research questions into specific sub questions, as it follows: 

RQ1.1: How can subsidiaries improve the process of acquiring internal knowledge from their 

manufacturing network? 

Answering this research question helps us exploring how the potential ACAP can be improved 

within a subsidiary. 

The second research question refers to the realized ACAP: MNC subsidiaries operate also as part 

of the external supply chain network, and consequently beside internal knowledge sharing, they 

may share knowledge outside the network as well. Sharing knowledge with external supply chain 

partners can be considered from the subsidiaries’ point of view ACAP as well, because SC partners 

often share their product and process related needs with the plant they are purchasing from. 

Both internal and external knowledge transfer have a positive impact on performance, but there 

are relatively few papers considering the combination of internal and external knowledge 

sharing. Demeter et al. (2016, p. 75) based on survey research argue, that those subsidiaries 

which “have already implemented methods and systems for internal KT might find easier to 

involve their external supply chain partners into knowledge sharing activities than subsidiaries 
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that have not yet implemented such systems or practices”. In the same paper, they are not 

analyzing how the internal knowledge could be shared in the external network. Frohlich and 

Westbrook (2001) also highlight the fact that supply chain integration could lead to higher 

operational performance. None of the papers are analyzing how the internal knowledge could be 

shared in the external network. In line with this, our second research question is: 

RQ1.2: How can the subsidiary share the internal knowledge with external supply chain partners? 

Starting from the literature, and based on the previous research questions, we also believe that 

intra-network knowledge shared and recombined with the knowledge of supply chain partners 

has important performance benefits (Ho, 2014). Literature argues that both internal knowledge 

transfer (Andresson et al., 2001; Lane et al. 2001; Mahnke et al., 2005; Szász et al., 2016;) and 

external knowledge transfer could lead to higher operational performance (Caloghirou et al., 

2004), but there is no case study based research supporting that the interdependence of internal 

and external knowledge transfer has performance implications. We wanted to bring some new 

evidence regarding the performance implications of the intra-network knowledge sharing with 

external partners. Following these arguments, our third research question is: 

RQ1.3: What are the performance implications of acquiring and sharing the internal knowledge 

with external partners? 

There is some prior research on internal and external knowledge transfer, based on surveys 

(Demeter et al., 2016; Figueiredo, 2011), where similar questions were addressed only on an 

aggregate level, without having the possibility to offer detailed information on the two processes. 

As Demeter et al. (2016) suggest, further investigation is needed for a better understanding of 

the interdependence of internal and external knowledge transfer.  As our research questions are 

mostly exploratory, for answering them we use the case study method, but for achieving a 

greater validity, we will also use quantitative research, as it is presented in the next chapter. 

The second main research question also focuses on the role of manufacturing plants belonging 

to multinational companies (MNC). Nowadays, the knowledge of these MNCs does not only 

reside in well-established global headquarters, but also at local plants dispersed across the globe 

(Ambos et al., 2006; Sanchez-Vidal et al., 2016). Tsai (2002) argues that different plants may 
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compete on the company level for acquiring the relevant knowledge. Furthermore, Monteiro et 

al. (2008) claim that gaining the internal knowledge is not sufficient; for an active role in the 

knowledge sharing process, a plant should also share its knowledge with other plants. The plant’s 

implication in knowledge transfer is also important from the perspective of the unit’s future, as 

in global production networks the mandates of the production plants lacking relevant capabilities 

can be easily lost (Birkinshaw, 1996). In an analogous manner, Vereecke et al. (2006) find that 

plants actively participating in communication with other MNC units and being intensively 

involved in innovation sending activities have higher strategic roles and their future role is more 

secure in the network, whereas other plant types expect significant variance (increase or 

decrease) in their importance to the company. Thus, taking up a knowledge sender role within 

an MNC can secure the future of the respective plant within the company. 

Taking this role, however, requires higher levels of plant capabilities. Monteiro et al. (2008), for 

example, show that the perceived capabilities of knowledge sending plants by other units within 

the MNC are significantly higher. Vereecke et al. (2006) also finds higher plant capabilities at units 

sharing innovations more intensively with other units than plants with lower capabilities. 

Nevertheless, the type of capabilities needed for becoming a knowledge-sending unit and the 

way they can be developed are not yet fully explored in the literature. Disseminative capabilities 

are discussed to be the knowledge sending capability within dynamic capabilities (Oppat, 2008). 

Nevertheless, results on disseminative capabilities stem from product development and not from 

knowledge transfer between manufacturing plants. Thus, we focus on the MNC plant as unit of 

analysis to investigate the capabilities needed in the process of transformation towards 

knowledge sending roles within the MNC. Furthermore, we also aim to identify contingency 

factors that can help or represent a barrier for a plant in becoming a knowledge sending unit. 

Thus, we formulate the following sub research questions: 

RQ2.1: Which capabilities does a plant need to possess in order to transform to the role of a 

knowledge sending plant?  

RQ2.2: What are the implications of becoming an internal knowledge sender plant? 
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Part II. Research methodology and data analysis 

After a detailed literature review, and the identification of the research topic, choosing the 

proper methodology is crucial. The dual embeddedness of the subsidiaries is researched mainly 

in international business and operations management. In these fields, the most common 

methodologies are the surveys, case studies, action research, and modeling and simulation. For 

achieving the most accurate research results, we have decided that we will combine two from 

the enumerated 4 methods. Choosing the right method is dependent on the research topic. There 

is some knowledge on dual embeddedness, but there was no prior research that combined the 

construct of dual integration with operational performance. This results that our research is both 

exploratory and explanatory.  

For the exploratory research, we have chosen the survey method, and for a more detailed 

understanding of the topic (explanatory research) we will use the case study method. Combining 

these methods, we can eliminate the disadvantages of each method separately. 

To reach a better understanding on how internal and external knowledge transfer are working, 

and how they influence subsidiary performance, our research is primarily exploratory. In line with 

our research questions we have chosen the multiple case study method, which is “a history of a 

past or current phenomenon, drawn by multiple sources of evidence” (Leonard-Barton, 1990, p. 

249). We have included data from both direct observation and systematic interviews with 

subsidiary managers, as well as from public and private archives. As there is some prior, mostly 

survey based, research on internal and external knowledge transfer, we try to cover the 

contextual conditions, which is only possible with case studies (Stuart et al., 2002). We have 

started our research with a detailed literature review. The second step was the formulation of 

the research questions, based on prior knowledge, followed by the design of our interview 

protocol, and secondary data collection (Eisenhardt, 1989). We have chosen the retrospective 

method instead of the longitudinal case studies, mostly because subsidiaries had no willingness 

to offer rich information on ongoing projects.  As we wanted to omit the observer bias and 

wanted to have a good external validity, we have chosen multiple case study companies. The 

sampling process was based on several conditions: (i) multinational manufacturing subsidiary 
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with a headquarter in a developed country and operations in at least three different countries, 

(ii) top 10 company in their industry, because researching the best practices has more theoretical 

and practical value, then understanding why the manufacturing and organizational practices are 

not effective, (iii) strong support from the plant manager, as we wanted to conduct our first 

interview with the him/her, and also wanted him/her as our ‘key informant’, (iv) involvement of 

the subsidiary at least in the flows of goods, resources, information, and knowledge (not an 

isolated subsidiary) and (v) access to secondary data, as triangulation provides stronger 

substantiation of constructs and research questions. Based on these conditions, we have 

contacted eleven pre-selected multinational company subsidiaries, and reached a final number 

of six case study companies, three from Romania and three form Switzerland. The interviews 

have been carried out between December 2015 and December 2016, and during the period 

afterwards we conducted multiple interviews at three Romanian MNC and three Swiss MNC 

subsidiaries. 

To study the internal and external knowledge transfers on a larger sample, and their impact on 

operational performance, we have formulated our hypotheses in line with our research questions 

and qualitative research findings. Then, we have tested our hypotheses using an international 

database containing data not only on Romanian and Swiss companies (as in the case study 

research), but also on firms (plants) from other countries. Thus, the analyzes and conclusions of 

the research are generalizable and at a larger level. 

For processing and analyzing data from the database mentioned above, we used SPSS Statistics, 

version 17.0. For validating our hypotheses, we used the structural equation modelling. 

For the purpose of our research, we selected from the IMSS VI database only those 

manufacturing plants, which are plants of a multinational company (single-plant companies were 

filtered). We further eliminated those cases that had missing data on any of the variables used in 

the  analysis. Thus, the final dataset consists of 459 manufacturing plants located in the same 22 

countries (Table 1.).  
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Table 1. Data sample 

Sample Number of respondents % of original samle 

Original sample 931 100,0% 

Respondents belonging to a 

multinational company 

606 65,1% 

Missing data filter 459 49,3% 

Source: own editing 

 

In the case study research, we have highlighted the importance of the HR development on the 

internal and external knowledge transfer, and consequently its impact on operational 

performance. The relationships between internal knowledge transfer and external knowledge 

transfer, internal KT and operational performance, external KT and operational performance 

were tested with structural equational model in a previous article (Demeter et al., 2016) of the 

author of the present thesis. In the PhD research, we analyzed the effect of HR development on 

the above-mentioned constructs, as we wanted a more generalizable evidence on what we have 

found in our case study research. Our findinds based on the case study research (detailed in the 

next chapter) were generalizable on a larger scale. 
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Conclusions and presonal contributions 

The shape of global production is in a continuous and dynamic change. The majority of 

multinational companies recognize that, by operating international manufacturing networks of 

plants dispersed in different countries, they can improve their competitiveness on the global 

market. The main source of this competitive advantage is that different plants possess different 

capabilities that can be combined and used throughout the internal network of an MNC, and due 

to the increase of global competition, plants must also absorb external knowledge, and share 

their internal knowledge with their partners form the supply chain network. The diversity of these 

plants is also present in the spread of their geographic location: many MNCs operate 

manufacturing plants in both developed and emerging countries.  

 

Theoretical contributions 

Our main objective was to investigate how the knowledge transfer prosses is designed, and how 

multinational companies can increase their operational performance by transferring relevant 

knowledge within and outside their network.  

In answering the research questions, we took into consideration that the plants operate in two 

different networks: internal and external. Internal knowledge flows between the subsidiaries and 

between HQ and subsidiaries, while the external knowledge flows in the supply chain network. 

We have showed through multiple retrospective case studies, that knowledge residing in the 

internal network could be shared in the external one for achieving a better operational 

performance. We also highlighted the best practices in designing an effective knowledge 

management, based on absorptive capacity.  

The main finding of the thesis is that subsidiaries need to access the internal knowledge, and for 

accessing it, it is not enough that all the MNCs have state-of-the-art knowledge transfer systems, 

human interaction is also compulsory for a successful knowledge transfer. All the interviewees 

claimed that job rotation, or prior professional relationships helped the transfer. Companies 

should consider this aspect as well, and invest in HR development. Another finding (which is 
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contrary to the relevant literature), regarding how internal knowledge acquisition can be 

improved, we have found some unexpected results, as internal knowledge acquisition does not 

necessarily depend on prior knowledge related to the project. In three out of the six successful 

projects, there was absolutely no prior local knowledge on how the project should be 

implemented, while in all the less successful projects the subsidiaries had some prior knowledge. 

Of course, these results should be carefully interpreted. These findings can be explained with the 

need of effective knowledge transfer from the internal network. If a plant has no prior knowledge 

on a project, it is forced to absorb internal knowledge, which is an available and tested source 

for best practices. 

We also want to highlight that internal knowledge transfer can be improved by developing both 

the information systems and the human resources. Paying attention to only one of them will not 

result in successful projects, and consequently it will not increase the operational performance 

of the plant.  It is also not enough to absorb internal knowledge and not share it with external 

partners. Our case study data suggests, that successful products can be developed (based on the 

open innovation paradigm) if external partners (customers and suppliers) are involved in the 

product development. We also want to highlight the fact that internal knowledge, shared with 

the external partners could lead to higher performance. Our case studies bring evidence that 

mainly in new product development, success can be reached if the customers and suppliers are 

involved in the process. This is only possible when the internal knowledge transfers are effective, 

then knowledge could be shared with external partners as well. Our results conclude that 

operational performance measures can be improved by acquiring the internal knowledge and 

sharing it with external partners, as we have seen improvements in quality, cost, differentiation 

and also in lead times.  

We wanted to generalize the case study findings, consequently we have used the survey research 

methodology, using which we have tested the importance of human resource development on 

knowledge transfers and operational performance on a larger scale. In the survey-based analysis 

we use structural equation modeling (SEM) to test the impact of human resource development 

on internal and external knowledge transfer, and their operational performance outcomes. This 

was a useful approach in our case, because in contrast with regression models, where only one 



22 
 

dependent variable can be used at once, SEM can estimate multiple relationships in one full 

model, where one construct can be both a dependent construct and an independent one which 

influences other constructs of the model. We employed confirmatory factor analysis, for 

developing and validating the constructs measuring internal knowledge transfer, external 

knowledge transfer and operational performance. Based on our quantitative research, we have 

found that our case study results are also valid on a larger scale, as the HR development has a 

positive effect on all our selected constructs. 

Furthermore, answering the second main research question, addressing an important gap in the 

OM and wider management literature, this research aims to explore disseminative capabilities in 

an international manufacturing network context, thereby adding to the identification and 

understanding of capabilities needed by manufacturing plants to take up knowledge sending 

roles within the network of an MNC. Based on the case studies we have brought evidence that 

even plants with lower strategic roles (located mainly in developing countries), have some 

decision autonomy. Out of three Romanian plants, with relatively low strategical plant role, just 

one had very low decision autonomy, while the others were able in some degree to make even 

strategical decisions. This finding is also important from a managerial perspective, as many 

developing country plant managers are not willing to take strategical decisions, because they 

have the perception that they are not allowed to. Managers, responsible for relatively low 

strategic role plants, who have the willingness of investing in KT, and through that in subsidiary 

level innovation, have much higher chance in succeeding. Based on this finding, we have also 

highlighted that on the long term KT, more specifically knowledge sharing could result in higher 

plant strategic roles, by the improvement of several operational performance measures.  

According both to literature and our case study findings, we argue that for becoming a knowledge 

sender plant, first knowledge should be absorbed and used for achieving higher performance. 

We have also brought evidence that plants with higher strategical roles have more stable 

positions within the multinational network, consequently the chances of relocation or shutdown 

are much lower. Plant managers should consider the long-term goal of becoming a knowledge 

sender plant, but first they should develop their plant’s absorptive capacity. If they are 

continuously and successfully absorbing and using new knowledge, and consequently they 
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develop new competences, they can focus on developing the plant’s disseminative capacity. The 

right order of developing these competences is crucial, and cannot be done in the reverse order. 

Furthermore, our findings show that in contrast with Gupta and Govindarajan (1991, 2000) 

manufacturing plants can take up more diverse roles within the knowledge network, and can 

actually be positioned along a continuum from dominantly knowledge receiving to dominantly 

knowledge sending units, with multiple intermediary position coexisting. 

We have also shed light on the fact that the knowledge position of many interviewed plants 

seems to be stable, several respondents indicated a strategic intent to change their positions, 

moving mainly along this continuum towards a higher intensity of knowledge sending roles. 

These results support our literature-based assumption that increasing the amount of knowledge 

sent to other plants within the MNC can strengthen the future position of the plant within the 

company. 

We also found that a knowledge sharing oriented organizational culture, managerial systems and 

structures that reward the transfer of knowledge, and the intensity of inter-plant human 

interactions are important disseminative capabilities. The role of this latter dimension seems to 

be of such significance, that at some plants it can even compensate for the lack of other capability 

dimensions. Lastly, in contrast with the main results of the relevant literature, technology seems 

not to be a necessary element of DC, being outweighed by the human component in several 

knowledge sending projects. 

Here we have found some contradiction of what plant managers believe in, and how they act. 

While all the interviewed plant managers have highlighting the importance of human-to-human 

relations, the benefits of job rotations, the importance of trainings, almost all of them was cutting 

costs from this exact area. From a managerial perspective, our findings aim to offer knowledge 

management best practices for increasing the operational performance and in line with this, it 

offers also guidance for plant managers working in MNCs on how to develop plant competences 

to become a knowledge sending unit, which can better secure the future of the plant in the IMN. 

In summary, we have contributed both to knowledge management theory and practice, by jointly 

discussing the two directions of knowledge flows, and highlighting their impact on operational 
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performance measures, an approach rarely researched in literature. We have also offered 

insights on designing a highly effective knowledge transfer system, by focusing not only on 

predefined KT processes, but also on HR development, which turned out to be the bottleneck of 

a highly functional knowledge management. Furthermore, we brought evidence that even plants 

with relatively low strategical roles have some decision autonomy, which they should use in order 

of gradually becoming a knowledge sender unit, which results on a long term in higher plant roles, 

consequently a more stable position within the network.  

 

Managerial implications 

As mentioned above, in our research we tried to focus on practical (managerial) implications as 

well. However, “there is nothing is more practical than a good theory” (Eysenck, 1987, p. 49), in 

this section we highlight the managerial implications of our research. 

It is indisputable that every plant manager wants to increase the subsidiary’s operational 

performance measures. We have found some best practices in increasing these measures mainly 

by knowledge transfers: 

(1) Plant managers should try to acquire as much internal knowledge as possible, and then 

share their internal knowledge with external partners in order to develop products and 

services which satisfy the demands of their customers.  

(2) We have also found that acquired internal knowledge should not only be shared with 

subsidiary external partners, but also with other subsidiaries within the internal network.  

(3) For becoming a knowledge sender plant, managers should develop first their plant’s 

absorptive capacities, and then focus on disseminative capacities. This order of 

developing capabilities can not be reversed.  

(4) We have highlighted that knowledge acquisition does not necessarily depend on prior 

knowledge, but on information systems and HR development. Consequently, for 

developing absorptive capacities, plant managers should invest in KT systems and HR 

development.  
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(5) However, in developing knowledge sending roles, we have found that state-of-the-art 

information systems are compulsory, but not satisfactory factors, the most important 

being the human interactions.  

(6) Many plant managers seem to focus on HR development mostly in words, and not in 

actions, as most of the interviewed managers claimed that human interactions are 

important, but they were cutting costs from training programs. We want to highlight that 

investing in HR development is crucial from the KT perspective, and should be done not 

only in words, but also with actions.  

(7) We have brought evidence that investing in KT and innovation will result in higher 

operational performance, which results in higher strategic plant roles. We have also 

highlighted that subsidiaries with higher plant role are less exposed to the risk of closure. 

 

Limitations and future research possibilities 

The main limitation of our research is relatively small number of case studies, and the fact that 

we could not use the longitudinal case study method, just the retrospective one. Although we 

aimed at a large variance of manufacturing plant selection in terms of contingencies, such as 

country, industry, and plant age, and in terms of knowledge roles as a core variable, our case 

study findings have still a limited generalizability. For a greater validity of the exploratory 

research more case studies should be conducted with the longitudinal perspective. Thus, we 

focused on generalizing by quantitative research the case study findings on the prominent role 

of human resource development on knowledge transfer and its operational performance 

implications. Another limitation of the survey research is that it did not study the possible 

influence of contingency factors on the relationships established in this study. IB literature, 

however argues that there are several factors (internal and external to the subsidiary), which 

may have an important effect on knowledge transfer. Successfully orchestrated knowledge 

sharing is also dependent on other factors. Here we give a list of dominant contingency factors 

from the literature (particularities of the parties involved in the transfer, characteristics of the 

knowledge transferred, and the relationship with other plants and the broader external context) 

which have been suggested to meaningfully influence knowledge sharing.  
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Given some of our case study findings which goes against the mainstream assumptions in 

knowledge management literature, we also suggest that the following topics should be 

researched on a sample that offers greater generalizability:  

(1) the relationship of prior knowledge and project success, (2) our finding that manufacturing 

plants can take up more diverse roles within the knowledge network, and can actually be 

positioned along a continuum, and (3) that HR has greater role in knowledge sending than 

technology.  

The investigation of these factors in relation to our model could represent an important direction 

for future research. 
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