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ABSTRACT

Over the last decade, there has been an upsurge in interest among scholars on the
importance of tacit knowledge transfer in firms, due to the belief that tacit knowledge
represents a major source of sustainable competitive advantage (Darr and Kurtzberg,
2000). Despite this interest, factors affecting knowledge transfer at the micro level of
analysis, namely a firm’s interpersonal relationships and communication patterns,
have been largely ignored, leaving a significant gap in substantive knowledge. This
study will combine the foregoing micro level aspects of knowledge transfer with
important contextual factors of the network environment: the geographic proximity of
businesses in the network, the structural equivalence of network actors, network
structure and a firm’s absorptive capacity. A conceptual model is presented that
depicts these variables as influencing tacit knowledge exchange efficiency. It is
perceived that the contextual factors enhance the association between interpersonal
relationships, their communication patterns and tacit knowledge transfer, while the
nature of the interpersonal relationship (that is, close) has a positive impact on their
communication patterns and, in turn, both of these variables have a positive influence

on tacit knowledge transfer efficiency.

A mixed method approach will be carried out on three business networks of small and
medium sized enterprises in the south-east region. Through an incorporation of
network theory with the interpersonal relationship and communication literatures, it is

perceived that this study will make a significant contribution to academic knowledge.



INTRODUCTION

In today’s competitive business environment, the attainment of tacit knowledge has
been argued to occupy a central place in the development of a firm’s sustainable
competitive advantage (Ambrosini and Bowman, 2001). Many authors have drawn on
this view (Bresman et al, 1999; Gertler, 2001; Zander and Kogut, 1995), citing tacit
knowledge as a critical and intangible resource that has the ability to improve firm
performance, as well as the quality and innovativeness of a firm’s products (Leonard
and Insch, 2005; Batt and Purchase, 2003). Further, Sobol and Lei (1994) argue that
firms operating in highly competitive markets require resources which are distinctive
and not easily replicated by rival firms in the industry; as tacit knowledge is
idiosyncratic and not easily codified, it results in a higher performance that is more
sustainable in the longer term (Kogut and Zander, 1992). Further, it is perceived that a
firm’s competitive position can be further enhanced when tacit knowledge is
transferred efficiently, as the less time and effort that is required, the more likely that
a transfer will be completed successfully (Hansen, 1999). Nonaka (1994: 20) argue
that the attainment of tacit knowledge, held by individuals, also lies at the heart of a
firm’s knowledge creating process. Creating new knowledge means that the personal
tacit knowledge held by an individual is externalised into objective explicit
knowledge that is then shared and synthesised by others in the organisation (Nonaka
and Toyama, 2005). Hence, understanding the factors the influence tacit knowledge

transfer efficiency is a focal part of this study.

Evidence from the literature suggests that the acquisition of tacit knowledge is
enhanced by a firm’s participation in business networks (Batt and Purchase, 2003).

Indeed, scholars interested in network relationships have recognised this knowledge



dimension and its link with competitive success (Hakansson and Ford, 2002;
Harryson and Timlon, 2006). A key argument is that, through membership of a
business network, the potential for knowledge acquisition by the members is created
through repeated and enduring exchange relationships between network actors

(Inkpen and Tsang, 2005; Podolny and Baron, 1997).

A review of the literature to date has identified numerous factors that facilitate tacit
knowledge transfer within networks, including: social cohesion and network range
(Reagans and McEvily, 2003), motivation of the knowledge source and recipient
(Kang and Kim, 2010) and tie strength between organisations within the network
(Uzzi, 1997; Granovetter, 1973; Burt 1992). In the context of tacit knowledge, social
network researchers have demonstrated the benefits of close interpersonal
relationships in facilitating fluid transfer and acquisition. Indeed, communication has
been referred to as the glue that binds together network interrelationships (Johnston et
al, 2005) and represents an important conduit for knowledge transfer. Despite this,
factors impacting knowledge transfer efficiency at the micro level of analysis, namely
a firm’s interpersonal relationships and their ensuing communication patterns, have
been largely ignored; hence, a major gap exists in academic knowledge involving the

foregoing.

This study will combine these relational aspects of knowledge transfer with important
contextual factors of the network environment: the geographic proximity of
businesses in the network, the structural equivalence of network actors, a firm’s
absorptive capacity and network structure. The geographic proximity of businesses

within a network is linked to the frequency of contact between network actors and



allows for a better quality of two way communication between individuals through
direct observation (Kraut et al, 1987). Structural equivalence refers to the extent to
which two individuals occupy the same position within a network. It is perceived that
these individuals will have more knowledge in common, making transfer more
efficient (Reagans and McEvily, 2003:244). Network structure refers to the
configuration of a network and determines the pattern of linkages among network
members (Inkpen and Tsang, 2005). The structure of these linkages impacts the
frequency of contact between network members, which in turn impacts their
interpersonal relationships and communication patterns. Absorptive capacity is
largely a function of the existing endowment of prior knowledge, which leads to
better communication and understanding of the relevant knowledge. This, in turn,
reduces costs of acquiring new capabilities and the speed of time to transfer (Cohen

and Levinthal, 1990).

This study’s model (see Figure 1) positions these micro level and contextual variables
as determinants of tacit knowledge transfer efficiency. It is perceived that the
contextual factors enhance the relationship between interpersonal relationships,
interpersonal communication patterns and tacit knowledge transfer efficiency, while
the nature of the interpersonal relationship (that is, close) has a positive impact on
their communication patterns and, in turn, both of these variables have a positive

influence on tacit knowledge transfer efficiency.

This study will combine network theory with communication and interpersonal
literatures in order to answer the overarching research objective: to understand the

influence that interpersonal relationships, interpersonal communication patterns and



contextual network factors have on knowledge transfer efficiency in a network. Due
to the significant gap in the literature, it is perceived that this study will contribute to
existing understanding of achieving efficient knowledge transfer in three ways: (1)
contribute substantively to academic understanding on how the efficiency of tacit
knowledge can be streamlined, (2) highlight the importance of the relational and
communication aspects of network research and, (3) provide insights into the
relationships between the previously identified contextual factors and interpersonal

relationships and communication patterns among network actors.

KNOWLEDGE TRANSFER AND INTERPERSONAL RELATIONSHIPS

Knowledge is understood as the combination of data, skills, facts and experience,
values and contextual information, which enables the evaluation and absorption of
new experiences and information (Argote and Ingram, 2000: 151). Indeed, knowledge
is related to human action (Tsoukas and Vladimirou, 2001) and is created and
transferred through individuals who interact with each other within and beyond
organisational boundaries (Nonaka and Toyama, 2005). There is a distinction made in
the literature between tacit and explicit knowledge. Explicit knowledge is codified
and easily understood. This knowledge can be communicated from its possessor to
another person in symbolic form in which the recipient of the knowledge becomes as
much in the know as the originator (Ambrosini and Bowman, 2001). On the other
hand, as previously discussed, tacit knowledge is uncodified, idiosyncratic and not

easily transferred verbally, making its successful transfer difficult (Polanyi, 1967).

In the context of tacit knowledge transfer and acquisition, social network researchers

have identified the importance of strong interpersonal relationships, often referred to



as ‘strong ties’ (Burt, 1992; 2005; Granovetter, 1973; 1983; Krackhardt, 1992;
Borgatti and Foster, 2003). Having a strong interpersonal connection is believed to
affect how easily knowledge is transferred between individuals as the more
emotionally involved two individuals are with each other, the more time and effort
they are willing to put forth on behalf of each other, including effort in the form of
knowledge transfer (Reagans and McEvily, 2003). Specifically, in his network study
of new product development projects in the electronic industry, Hansen (1999) found
that the transfer of complex knowledge requires strong ties between the transferring
units. Similarly, Uzzi (1997) describes the importance of close ties in facilitating the
transfer of proprietary, tacit knowledge within the US apparel industry. As a
consequence, Uzzi terms these close ties as ‘special relations’ characterised by critical
information exchanges. The presence of close interpersonal relationships in a business
network also reduces the risks of opportunistic behaviour as a result of mutual
investment, leading to more open communication and a greater sharing of

information, ideas and knowledge (Wilkinson and Young 2002).

The knowledge transfer literature highlights the vital role of trust as a distinguishable
character of strong ties between network actors. Specifically, strong ties harbour
higher levels of trust among actors making relationships more effective (Tsai and
Ghoshal, 1998; Andrews and Delahaye, 2000). Additionally, Inkpen and Tsang
(2005) believe that as trust develops over time, opportunities for knowledge transfer
between network members increases. Past cooperation becomes a basis for future

cooperation as trust is correlated with the strength of a relationship (Burt, 2005).



At the other end of the relational continuum are weak ties, also referred to as
acquaintances (Granovetter, 1983). Weak ties have been shown to impact knowledge
transfer in a different way by providing access to non-redundant, unique information
from individuals in socially distant regions. Weak ties can override the problem of
redundancy, the overlapping of superfluous information, that often results from strong
ties (Burt, 2004; Granovetter, 1973), making them a source of rich information

exchange (Burt, 2005; Monge and Contractor, 2003).

Although the literature clearly points to the importance of interpersonal relationships
on a firm’s knowledge transfer opportunities, the depth and types of interpersonal
relationships, that is, casual acquaintances, friendships and close relationships
(Simmel, 1950; Sias and Cahill, 1998; Granovetter 1983) has received scarce

academic interest overall.

KNOWLEDGE TRANSFER, INTERPERSONAL RELATIONSHIPS AND
COMMUNICATION PATTERNS.

Indeed it is almost impossible to talk about interpersonal relationships without also
discussing the interpersonal communication patterns between people. The process of
communication and the forms it takes are basic to how interpersonal relationships
develop, grow or fail (Gabarro, 1978). Further, Gabarro (1978) argues that
relationships are themselves the consequence of repeated communication and
interactions among individuals. From tentative initial exchanges, people move to
familiarity and from there to more significant exchanges (Burt, 2005). According to
Altman and Taylor (1973: 129), “The growth of interpersonal relationships is

associated with a greater depth and value of communication, an opening up of more



intimate areas of exchange and more intimate areas of personality"”, hence, in turn, the
nature of the interpersonal relationship has a significant impact on whether or not an
individual communicates with another individual as well as the content and flow of
the interactants’ communication patterns. For example, Gabarro (1990) found that
weak, acquaintance type relationships are associated with restricted disclosure of
socially acceptable topics, whereas close interpersonal relationship exchanges
exhibited more depth and richness of information. In terms of efficiency of
communication, in close interpersonal relationships intended meanings are
transmitted and understood rapidly, accurately, and with a greater sharing of
information and ideas (Nonaka, 1994; Kraut et al, 1987; Doring and Schnellenbach,
2006). Similarly, Sias and Cahill (1998) assert that the relationship development
stages of ‘acquaintance’ to ‘friend’ to ‘almost best friend’ are associated with
comparable changes in communication, including decreased caution, marked by
increased intimacy and an increased discussion of work-related problems. Further,
Altman and Taylor (1973) associate close interpersonal relationships with a state of
‘stable exchange’ involving richness and spontaneity of communication whereby
individuals engage in a deeper level of communication involving core areas of
personality. Similarly, Knapp and Vangelisti (2005:20) believe that just as strong
relations between individuals are associated with increased accuracy, speed and
efficiency in communication, the early stages of relationships (i.e. acquaintances)
hold greater possibilities for less accurate communication and rely heavily on

stereotyped behaviours and fewer channels of communication.

Based on the foregoing, it is apparent that in order to comprehend the impact that

interpersonal relations play in the efficient transfer of knowledge, both the



interpersonal relationship type as well as the interpersonal communication patterns of

interactants' should be examined.

KNOWLEDGE TRANSFER, INTERPERSONAL RELATIONSHIPS,
COMMUNICATION PATTERNS AND CONTEXTUAL INFLUENCES
Contextual factors include influences exerted by the context in which the
interpersonal relationships develop. According to Sias and Cahill (1998), contextual
factors of the work environment are perceived to influence the development of
working relationships and the resulting communication processes between
individuals. In a similar thread, the following sections of this paper aim to show how
the contextual factors of the network environment, i.e. geographic proximity,
structural equivalence, absorptive capacity and network structure influences the
interpersonal relationships and interpersonal communication patterns of individuals
within a network, and, in turn, how these variables influence the process of tacit

knowledge transfer efficiency.

Absorptive Capacity

Cohen and Levinthal (1990:128) describe absorptive capacity as a firm’s level of prior
related knowledge which confers an ability to recognise the value of new information,
assimilate it and apply it to commercial ends. Absorptive capacity has been
frequently cited as a facilitating factor of effective knowledge transfer and acquisition
(Lofstrom, 2000; Cohen and Levinthal, 1989; 1990; Tsai, 2001). One of the most
important ways that people learn new ideas is by associating those ideas with what
they already know. As a result, individuals find it easier to absorb new knowledge in

areas in which they have some expertise (Reagans and McEvily, 2003; Cummings

10



and Sheng Teng, 2003) — new skills are learned more quickly when they share
elements with knowledge that an individual has already acquired (Kogut and Zander,

1995).

Absorptive capacity is important both at the individual as well as the organisational
level and can influence the fluidity of communication between individuals. An
individual’s level of prior knowledge is accumulated through experience and becomes
embedded in their capabilities and practices (Lofstrom, 2000). According to Boisot
(1995), these high levels of related knowledge, or cognitive proximity between
individuals, provide common rules for communication and ease the process of
cognitive interaction (Grandinetti and Camuffo, 2006). When the absorptive capacity
of the individuals is high, the transfer process under way can easily be concluded. In
his study on US strategic alliances, Lofstrom (2000) found that high levels of
absorptive capacity between individuals was positively related to learning within the
alliances. In this study, a high level of absorptive capacity is perceived to have a
positive influence on the interpersonal communication patterns of network actors and

tacit knowledge transfer efficiency.

Structural Equivalence

Different network positions represent different opportunities for organisations and
individuals to access new knowledge (Tsai, 2001). Structural equivalence refers to the
extent to which two individuals occupy the same network position. For instance, two
actors are considered structurally equivalent if they have identical ties to and from all
others actors within a social network (Kang and Kim, 2010). It is perceived that these

individuals share common knowledge, increasing the efficiency of transfer through

11



cognitive similarity and, as a result, these individuals will come to communicate more
readily and easily (Reagans and McEvily, 2003). Kang and Kim (2010) found that
structural equivalence significantly influences knowledge transfer at the dyadic level,
even when the effect of strength of ties is controlled. Similarly, structural equivalence
also facilitates communication between shared contacts (Burt, 1987) since the
likeness of positions may result in the comparable flow of information and knowledge
from the common sources (Friedkin, 1984). Consequently, structurally equivalent
actors are social equals and should have related attitudes and behaviours as a result

(Burt 1987:199).

Structural equivalence has rarely been used in knowledge transfer research and it is
perceived in this study to influence tacit knowledge transfer through impacting the
interpersonal relationships and interpersonal communication patterns of network

actors.

Geographic Proximity

Sias and Cahill (1998) found that the transition of relationship development, from
acquaintance to best friend, is accelerated by individuals working together in close
proximity. Proximity between individuals leads to frequent exposure, thereby
increasing the likelihood of developing close interpersonal relationships (Knapp and
Vangelisti, 2005). When people are co-located, it takes less effort for them to start
interacting. In addition, the frequency of contact afforded by geographical proximity
also increases the quality of two-way communication between individuals (Kraut et

al, 1987). Further, frequent communication holds together the threads of interpersonal

12



relationships over time (Grandinetti and Camuffo, 2006; Doring and Schnellenbach,

2006).

If there is one assertion on which there is widespread agreement in the literature, it is
that tacit knowledge transfer is not easy. Its’ un-codified nature requires human action
and successful transfer often depends on close and deep interaction between the
individuals involved (Von Hippel, 1994). In some cases, tacit knowledge can only be
transferred through up close observation, demonstrations or hands on experience
(Hamel 1991). The intensively human context of tacit knowledge therefore reinforces
the importance of proximity (Gertler, 2001). Even in today’s age of globalisation and
the rapid increases in telecommunication, geographic proximity still increases the
likelihood of knowledge sharing and collaboration, particularly when the knowledge
in question is tacit (Audretsch, 1998). Therefore, as conceived in this paper, networks
in which the geographic proximity of businesses are close, offer more efficient
exchanges of tacit knowledge through the establishment of closer ties and fluid

communication patterns.

Network Structure

Network structure determines the pattern of linkages among network members. Such
elements of configuration as density and connectivity affect the ease of knowledge
transfer through their impact on the frequency of contact among network actors
(Krackhardt, 1992; Inkpen and Tsang, 2005; McEvily and Zaheer, 1999). Reagans
and McEvily (2003), in their study of US contract R&D firms, concentrated on how
network structure influences the knowledge transfer process. Specifically, they looked

at cohesion (dense third party ties around a relationship) and network range
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(relationships that span institutional, organisational or social boundaries). They found
that social cohesion around a relationship affects the willingness and motivations of
individuals to transfer knowledge by decreasing the competitive and motivational
impediments that arise, while network range presented the individuals with a greater
opportunity to learn from diverse contacts. Similarly, Ingram and Roberts (2000)
describe how dense networks enhanced the performance of Sydney hotels. The hotel
managers embedded in these dense networks shared knowledge and best practices
easily. Cohesive networks, or networks with closure (Burt, 2004), may also have the
effect of promoting consistent norms, trust and cooperation, which motivates

individuals to share tacit and proprietary knowledge (Cross and Cummings, 2004).

It is impossible to speak of network structure without recognising the work of Burt
(1992; 2005) and his concept of structural holes. Structural holes are those places
where people are unconnected in a network and are rich in non redundant sources of
information. As a result, structural holes provide opportunities for an individual
whose networks span these holes, by providing opportunities to broker the flow of
information between people and to broker connections between otherwise
disconnected individuals (Burt, 1992; Monge and Contractor, 2003). According to
Inkpen and Tsang (2005), the greater the presence of structural holes with weak ties to
various cliques, the more likely a pattern of linkages among network members will
develop that will lead to knowledge transfer. Similarly, Granovetter (1973; 1983)
argues that new ideas more often emanate through weak ties from the margins of a
network rather than through strong ties from its core or its nucleus. Thus, individuals

rich in structural holes have control over more rewarding opportunities (Burt, 2005).
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A trade off therefore exists between loosely coupled networks that maximise access to
non-redundant sources of knowledge and dense networks that promote strong ties, and
the transfer of tacit knowledge. As access to knowledge in networks is conditioned by
structure, it is reasonable to anticipate that different structures may also have an
impact on the interpersonal relationships and communication patterns of network

actors.

CONCEPTUAL MODEL

It is apparent from the literature that in order to understand the influences of tacit
knowledge transfer efficiency in business networks, the micro level components as
well as the contextual factors of the network environment must be explored. The
conceptual model that is presented in Figure 1 depicts both micro level and contextual

variables as influences of tacit knowledge transfer efficiency in a network context.

It is perceived that the previously identified contextual factors influence the strength
of the interpersonal relationships between boundary spanners and their interpersonal
communication patterns and enhance the association between interpersonal
relationships, their communication patterns and tacit knowledge transfer. Further, the
nature of the interpersonal relationship (that is, close) has a positive impact on the
interpersonal communication patterns of network actors and, in turn, both of these

variables have a positive influence on tacit knowledge transfer efficiency.
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Figure 1: Conceptual Model

A mixed method approach will be utilised involving three business networks of small
and medium sized enterprises in the south-east region. Mail surveys will be employed
in order to capture data on differing types of interpersonal relationships,
communication patterns and the influences of the aforementioned contextual factors.
Using Social Network Analysis, the resulting relational data gathered from the
quantitative surveys will be used to investigate the relational aspects of the networks
in question. Social Network Analysis software, NetMiner, will aid in the exploratory
analysis and visualisation of the network data, which will allow the researcher to
indentify the underlying patterns and structures of the networks in question. This
will be followed by in depth interviews with key network personnel, which will aid in
the understanding of the dynamics and complexities involved in tacit knowledge

transfer.
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CONCLUSION

The main premise of this study is to understand the influence that interpersonal
relationships and interpersonal communication patterns have on tacit knowledge
transfer efficiency in a business network and to investigate the influence that
contextual network factors have on enhancing this relationship. Due to the significant
gap in the literature, it is perceived that this study will contribute to extant literature
in three ways: (1) contribute substantively to academic understanding on how the
efficiency of tacit knowledge can be streamlined, (2) highlight the importance of the
relational and communication aspects of network research and, (3) provide insights
into the relationships between the previously identified contextual factors and

interpersonal relationships and communication patterns among network actors.
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