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Activity Specific Knowledge Characteristics in the
Internationalization Process!

Peder VengSgberg
Center for Industrial Production, Aalbddgiversity, Aalborg, Denmark

Abstract

Purpose - The purpose of this paper is to investigateediffices in the characteristics of knowledge, wisch
very important for the internationalization of diféent business activities. In particular, the fodsison
internationalization in emerging markets such am&hnd India.

Design/methodology/approach- The paper presents a framework primarily basednowledge management
theory, which is illustrated in relation to intetiag cases of four companies that are global leader

Findings — An R&D knowledge gap still exists in China amdik. Differences across business activities éxist
terms of the characteristics of the knowledge, Whi&most important for the internationalizationeimerging
markets within multinational corporations (MNCshel'most important knowledge for the internatiorslon

of R&D activities is more tacit than it is for mdaaturing activities and international purchasiegj\dties. The
source of the most important knowledge for therimdgonalization of R&D activities, as well as méamturing
activities, is more likely to be the MNC itself,ath when marketing activities or purchasing actgitiare
internationalized to emerging markets.

Originality/value — A model is developed that illustrates differenbetween the most important knowledge for
the internationalization of key business activitidghin MNCs. It is proposed that the technical dimion of
tacit knowledge is more easily codified than theritve dimension of tacit knowledge. The cognitive
dimension of local tacit knowledge is crucial ftietinternationalization of marketing activities, evbas the
technical dimension of tacit R&D knowledge from th@me base is crucial for the internationalizatbbiR&D
activities.

Keywords — Knowledge transfer, Knowledge characteristicserimtionalization, Business activities, Tacit
knowledge, China, India, Knowledge management, Emgmarkets

Paper type- Research paper

1. Introduction
The premise of this paper is the need for furtmepidcal research regarding internationalizatioto iamerging
markets, in particular the internationalizationre$earch and development (R&D) in emerging maridedsiin
and Peeters, 2006). The central question of tlpempeoncerns how the internationalization of R&Eiékies to
emerging markets differs from the internationaliatof other business activities to emerging markeithin
multinational companies (MNCs) originating from ééped markets.

! The paper has been published in Baltic Journklasfagement (2012) Vol. 7, No. 3, pages: 251-267
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Generally, the literature assumes that the exaareaf the business activity being internatioredizs of little
importance in the internationalization process. dffieconcerning internationalization processes, saglthe
Uppsala model (Johanson and Vahlne, 1977), focosemarketing and sales activities and disregard® R&
activities (Forsgren and Johanson, 2010). Diffeesraanong countries in terms of national values ifanret al.,
2005), culture (Hofstede, 2001), psychic distarrg] institutional distance are often assumed te Isawilar
implications for the internationalization proce$$osiness activities. This is so even though nitstilifferences
are likely to exist in terms of the characteristiob the knowledge, which are most important for the
internationalization of different business actedti A gap in the literature exists concerning hdwe t
internationalization process of business activitidfers depending upon the nature of the busiaesisity that
is being internationalized. Knowledge sharing wittiINCs has become increasingly important (Pihl,800
Differences in the characteristics of the knowledghich is very important for the internationalipat of
different business activities, is likely to impabe extent to which the related knowledge transfesuld be
considered an act of replication or of re-creafioervik et al., 2005). Studies focusing on strategygeveloped
markets (Pehrsson, 2010) and international jointures (Lane et al., 2001) suggested that the eswtthe
knowledge and the extent to which knowledge ist tacthe internationalization process differ acrd#fferent
business activities. These findings provide indaret that differences exist in terms of which knedge is most
important in the internationalization process dfadent business activities. However, the issue & under
explored in relation to fully-owned foreign invedtR&D subsidiaries in emerging markets such as &£himd
India. The conditions for knowledge transfer betweeme base and fully-owned foreign invested sudusich
often differ from the conditions for knowledge tsfer between home base and international jointuwest
Therefore, it is necessary to further develop auleustanding of internationalization of businestviies to
fully-owned newly established foreign invested Ré&d@nters. Previous research has mainly focused on
developed markets. This study is particularly ratgyas it relates to emerging markets such asaGinid India.
The paper applies a knowledge perspective bechisedrspective is particularly relevant in relatim an
inquiry that focuses on how the internationalizat@f a knowledge intensive business activity, sasR&D,
differs from the internationalization of other husss activities. The following sections of the papesent a
relevant theoretical framework in order to shetitlign the research question. The framework is thestrated
and applied in an analysis of empirical materiafrfrfour MNCs. Finally, relevant implications anchctusions
are outlined.

2. Theoretical framework
Knowledge that is important for the internationatian of R&D activities concerns knowledge thainportant
for the innovation performance of newly establisHetkign invested R&D centers. The following sentio
outlines how knowledge, which is very important the internationalization process, tends to difieross
different business activities in terms of its seuand the extent to which it is tacit.

2.1. Knowledge sources
Knowledge and its sources (Foss and Pedersen, 2@@2penerally considered to be important for the
internationalization process. However, there iaglisement within
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the literature concerning what is the source ofrttest important knowledge in the internationaliaatprocess.
Competitors and other companies may serve as atdiceirces of knowledge in the internationalizapioocess
for companies that imitate successful early ensramhew markets (Forsgren, 2002). However, tleeditire has
generally evolved from a focus on market specifitowledge (Johanson and Vahlne, 1977) to general
internationalization knowledge (Petersen et alQ®Blomstermo et al., 2004a, b). Market knowledgables
activities to be carried out efficiently (Kogut addnder, 1992), and it builds up over time (Dehosl Beamish,
2001). If knowledge is market specific it implidsat knowledge about one new market may not be usefu
concerning another market. On the contrary, if gan@ternationalization knowledge is crucial fdnet
internationalization process, it implies that comipa develop knowledge about how to internatioealizhich
can be used in several markets.

Distinct sequential patterns have been identifiedelation to the internationalization processesdu$iness
activities within firms (Johanson and Vahlne, 1972009). Certain business activites seem to be
internationalized prior to the internationalizatioihother types of business activities. Typicalhg offshoring of
lower-level work such as information technology)(Bpplications, accounting, and call centers cafolbewed

in due course by the offshoring of higher-levelwaich asR&D, product design, and human resource
management (Lewin and Peeters, 2006). R&D actsvidie therefore normally among the last businebataes

a company offshores (Mansfield et al., 1979). Atigg that have the purpose of developing new tieahn
innovations may often benefit from relatively claselocation (Sélvell, 2003). However, the resugtbechnical
innovations may often be applicable across thegyl®his constitutes an important difference betwe&b and
downstream business activities. Contrary to teatmetelated business activities, downstream busines
activities such as marketing have high-locationcBmity (Anand and Delios, 1997). Pehrsson (2010)
investigated business relatedness between busawsdties in foreign invested subsidiaries in deped
markets and their home bases in developed mattistfindings suggested that technological knowledggch

is important for the internationalization of R&D camanufacturing, is highly related to the home bdses
relationship is dissimilar to the knowledge thanigortant for many other types of business adtisit

In order to understand these differences, the qarafdocation specificity, mentioned above, iskent. Within
low-location specific business activities, the MNt€elf, rather than the new local context, is kéb be an
important source of knowledge in the internatiaretion process. Location specific business aatiwisuch as
marketing tend to make use of fewer expatriatels ttraother business activities (Anand and Deli@97). In a
newly established subsidiary, the use of expatriateelation to certain activities may be partigly relevant
when the efficient operation of these activitidgereon tacit knowledge, which does not originaimf the local
context. Thereby, the use of expatriates in thermationalization process may indicate transfertaafit
knowledge that is not location specific.

Although the host country’s knowledge base mayxpoited to some extent, knowledge from the horseha
extensively relied on in the internationalizatiomogess (Hymer, 1976). This is the case concerning
internationalization of R&D between the EU and @A (Criscuolo et al., 2005). It may be even mad®
newly established R&D centers in emerging mark&tsharacteristic of emerging markets is that thegmally
experience a transition period in which the peragatof gross domestic
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product (GDP), which is spent on R&D, takes a gteap upwards (Jian and Jefferson, 2007). In otfweds,
emerging markets are most often places where R&©siments have not been made very much in the past.
Innovation-related knowledge may therefore have femdchances to accumulate (Simon, 1989; Baark7200
An R&D knowledge gap is therefore likely to exist emerging markets. The availability of local R&D
knowledge for a new R&D center to tap into may barser than it is in more developed markets. Thase
base R&D knowledge may be even more important &wly established R&D centers in emerging markets,
than for similar R&D establishments in developedkats. When establishing R&D activities, this mawvé
implications for the extent to which it is possilite make use of the local context as a source rodviation-
related knowledge. It may be relevant to assumentiseie experience, as well as a better level of R&lated
knowledge, can be found in the developed marketehbase location, than in the new location. Homes bas
R&D knowledge may therefore be very important foe tnternationalization of R&D to emerging markets
within MNCs, as shown in Figure 1. It may be sorexm®re in relation to emerging markets than coringrthe
internationalization of R&D between developed méske

2.2. Tacit knowledge

The most important knowledge for different businassivities in an international context, tends iffed in
terms of the extent to which it is tacit (Lane ket 2001). Tacit knowledge can be defined as kndgéethat can
only be revealed by its application (Polanyi, 1966pukas, 2003). If knowledge is tacit, it indicatbat the
knowledge is “sticky” (Von Hippel, 1994; Szulansk96, 2000), and therefore challenging to tranafiénin
the MNC. Knowledge transfer can be defined as ftteeess through which one unit (e.g. group, depamtror
division) is affected by the experience of anothi@fgote and Ingram, 2000, p. 151). If knowledgdaisit, it
also indicates that it is challenging for the MNCatbsorb this knowledge from the new local contexthich
the MNC is present. In such situations, peopletmntilized as an effective means for the transfexxplicit as
well as tacit knowledge to new contexts (Nonak&@41Argote and Ingram, 2000; Riusala and Suut®042
Solvell, 2009). This is especially true concerniechnical knowledge (Argote and Ingram, 2000).

Tacit

R&D Marketing

Extent to which

knowledge
is tacit
Manufac- B
g Purchasing
turing
Explicit
MNC Source of knowledge New local
context

Figure 1: Propositional model outlining characteics of the knowledge that is the most importanttie
internationalization of different business acte#j from developed markets to emerging
markets.
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Scholars who have proposed that codification oit tawowledge is most often possible have questiotined
ineffable aspect of tacit knowledge. However, itynmot always make economic sense (Nelson and Winter
1982; Hedlund, 1994). Codification concerns “thegasss of conversion of knowledge into messageshwdda
be then processed as information” (Cowan and FA2§7, p. 596) Recent technological advances mavered
the costs of codification (Cowan and Foray, 199%%hat may confuse this discussion is that it centers
something that is assumed a uni-dimensional cartstiacit knowledge, however, has two dimensiortse T
technical dimension of tacit knowledge concernsvikinow, and the cognitive dimension of tacit knovged
concerns belief systems and mental models (Nonadt&anno, 1998). Technological advances may togeta
extent ease the codification of the technical disi@mof tacit knowledge more than they ease théication of
the cognitive dimension of tacit knowledge. In atherds, know-how may be more easily codified thaantal
models and belief systems. This may be one reasgnlecation specificity differs across differentsdmess
activities.
R&D knowledge is largely tacit (Cohen and LevintiE990; Petersen et al., 2003). R&D know-how witthia
MNC is likely to be important for a newly estabkshforeign invested R&D center in an emerging miaike
order to succeed. Hence (the technical dimensipntadit knowledge in the R&D home base is likatylie
particularly important for the internationalizatiof R&D activities to emerging markets as showrFigure 1.
When marketing activities are conducted, dominati@gtal models and belief systems in the localexdnteed
to be understood. Hence (the cognitive dimensignlotal tacit knowledge may be particularly im@ont for
the internationalization of marketing activitiespaeposed in Figure 1.
International purchasing concerns, “a commerciatipase transaction between a buyer and a suppliated in
different countries” (Trent and Monczka, 2003, B).anternational purchasing is likely to be mohalkenging
than domestic purchasing. Companies should exp#ittutties in terms of “increased rules and regigas,
currency fluctuations, customs requirements, antioat of other variables such as language and time
differences” (Trent and Monczka, 2003, p. 29). Ancoon denominator of all these challenges is thay th
essentially concern getting access explicit knogdedr information from the local context. As an regde, it
may be crucial to obtain information about pricesl &o forth concerning goods to be purchased irdte
context. Codified or explicit local knowledge isethby likely to be particularly important for the
internationalization of purchasing activities, down in Figure 1. Similarly, manufacturing and puotion
process knowledge is largely explicit as it is €iedi in manuals and procedures. Marketing knowledge
technological knowledge, and product developmemadge tend to be more tacit (Shenkar and Li, 1999
Lane et al.,, 2001). However, when an MNC estabdistianufacturing activities in a new local contake
MNC itself may often constitute the most importaatirce of knowledge for these activities, as shimwFigure
1.
Figure 1 integrates the above discussion and egtlamaracteristics of the knowledge that is thet in@sortant
for the internationalization of key business ati& to emerging markets within MNCs. In summalyist
framework proposes that the most important knowdedlyy the internationalization of different busiaes
activities is the following:

» tends to be tacit knowledge within the MNC when R&®ivities are internationalized;

« tends to be explicit knowledge within the MNC whaanufacturing activities are internationalized;
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« tends to be tacit knowledge from the new local erinivhen marketing activities are internationalized
and

« tends to be explicit knowledge from the new loaaitext when purchasing activities are
internationalized.

3. Methodology

Martinkenaite (2011) recommended to make use dfifodinal data collected from multiple cases iratiein to
further research on knowledge transfer. This dalleation method was used in this study.

The abductive approach (Alvesson and Skdldberg41®bois and Gadde, 2002) is the methodological
strategy behind this research project. The abducjpproach emphasizes theory development as ativieer
process of matching theory with reality and vicesae moving back and forth between empirical figdimnd
theoretical framework, whereby both co-evolve. tder to secure good empirical support for the totcml
framework, empirical findings triggered the seafoh further theories whereby a continuous intergfean
between empirical data and theory took place. ims$eof analytic techniques, pattern matching (2i003) has
primarily been utilized. This technique is well tedi for a research field where little prior reséahas been
done. However, existing theory may still have sawlevance. Qualitative data is relevant in thistegnin
order to get “deep” data that is suitable due eodbmplex nature of the investigated topic, andesso far the
amount of prior research is not extensive. Howewsing pattern matching as an analytic techniguelévant
in order to leverage, evaluate, and refine exidtiegry in relation to the topic at hand.

The basis for this process is an exploratory holistultiple case study (Yin, 2003), including exem®
qualitative empirical material, which has beenextid from four Scandinavian companies. The casmwanies
were chosen for good access to the companies,adbeth the fact that they are globalized R&D inteas
companies with R&D activities in emerging marketsd the leading positions these companies havegtobal
scale within their respective industries. A casalgtis a preferable methodological approach fouiings into
complex social phenomena (Yin, 2003; Eisenhardt @rdebner, 2007). 45 semi-structured qualitative
interviews were conducted with 31 intervieweeshia four case companies from January 2007 until 204é.
Several rounds of interviews were conducted with ¢hse companies in order to be better able t& tree

development of the cases over time. Each interviemnally took around%hours; they were then recorded and

fully transcribed. Pack Tech, Med Tech, and Meaohdmich have established R&D centers in China, antdW
Tech has established a R&D center in India. Irihedlcase companies, R&D employees were intervieteith,

in the R&D centers in Asia and in Scandinavia. titavs were conducted with managers in charge ef th
overall R&D internationalization process on differéevels, as well as expatriates and lower levepleyees.
The interviewees predominantly have technicallgmed educations at the Master’s or PhD level. hewehe
list of interviewees also includes, for exampladurct managers and people who do not work with R&D.

The design is strong in terms of its ability to leleaa good in-depth understanding of internaticadion
processes within different industries, in particidancerning R&D activities. The interview quessarelate to
R&D internationalization as well as broader questiconcerning innovation challenges in generaltifigr
company, including the role of the new R&D centerélation to these innovation challenges.
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Questions also concern networking and interactioithisv and beyond the company, and how the
internationalization of R&D activities differs frothe internationalization of other business ad#sit Secondary
data was also collected, but the empirical datarealy of a primary kind. Through the use of nplki sources
for the case studies, internal validity was addrddsr the case studies in terms of number of Wegeres and
their positions in the organizations. The purpdspresenting quoted responses from a number ofvietgees

is to add verisimilitude (Tichy, 1974) and reprasemider network of the different intervieweesaas multiple
levels in the four cases. The issues of constralitity and reliability were addressed as key infants have
reviewed the case reports. External validity isagmded by covering four relativity different induef and by
developing a relatively industry independent théoaé framework, using the abductive approach oatli in
this section.

4. Case presentatlon
In general, the case companies seem to be coniémttheir R&D establishments in China and Indial Al
companies experienced very low levels of employeradver in relation to the R&D activities that thibgve
established in these countries.

4.1. Pack Tech
For Pack Tech, the main objective of the establesfitrof the R&D center in China in 2007 was to supfmzal
manufacturing in the country. Some new things Hzeen developed in China, but they are not the keygse
of the R&D center as such.

4.1.1. Knowledge sources
An example of a local source of knowledge the camgpaas tried to leverage in China is that the camgpa
arranged a collaborative university competitionteehuniversities competed against each other ierdodcome
up with new concepts for distribution equipmentusiohs. Interesting concepts were thereby developed
However, for such collaboration to succeed, it wesessary to share knowledge with the universities.
Otherwise, the risk was that the results of sudlalooration were not relevant for business appibcest
Although information can be provided by going tchimtions as well as looking at developments mage b
competitors, the technology used in the compampoiseasy to grasp. Regardless of educational backdr a
European engineer or a Chinese engineer, for exanmals a long road to follow in order to obtain the
knowledge needed in order to understand the techpadf the company. This knowledge is concentréated
Europe.
The manager of the R&D center expressed the prolighe following way:
In China | had the problem that when | employedpteahen they did not have anyone to learn from.
(Expatriate R&D Center Manager, 31 March 2010).

A solution for the problem mentioned above is désct in the following quote:
You need to have someone from your home orgamzatio has the knowledd@terview with Product
Manager, 21 September 2010)

However, it was also expressed that expatriates Boandinavia or Europe are not equally relevantitize in
relation to business activities other than R&D. Erample, concerning activities where there wasenatinect
customer contact, the local market experience cdlI€hinese employees is indispensable as illestray the
following quote:
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As an expatriate you cannot come there and tnntterstand the markéinterview with Product
Manager, 21 September 2010).

4.1.2. Tacit knowledge
Within internationalized R&D activities, expatriateare more utilized than within other internatigered
business activities of the company. Expatriates adweays located in the Chinese R&D center, and many
exchanges of R&D personnel take place between GiridaEurope in order to improve the knowledge |efel
the R&D employees in China. Concerning traininghi@ R&D center, the experience is predominantly ithis
beneficial to mix education and work. For examfie, training is better if it includes three weekeducation,
followed by three weeks of work, which is followég two weeks of education. This system is bettanth
having five weeks of education followed by threeska of work.

4.2. Wind Tech
The company established the R&D center in Indithatend of 2006. Among other things, the R&D center
works with aerodynamics, structural design andutatons, finite element analysis, quality contppbcesses,
construction, and reliability. A few inventions @amning wind turbines have been created in the R&iter.

4.2.1. Knowledge sources
R&D activities are considered more knowledge intengshan other types of business activities witthie
company. The company has internationalized manufact to both India and China in similar ways, whigas
done in accordance with the same set of instrugfiedelines, forms, and so forth from Scandinavia.
R&D employees within the R&D center in India exmed that they considered technology to be country
specific within the company, due to the vast expere that has accumulated in Scandinavia concething
technology utilized in the products of the compdfipm time to time, R&D employees of the comparscdss
ideas with local university professors. Howevergéascale industry-university collaborations do ootrently
take place, but they may develop in the future.

4.2.2. Tacit knowledge

In terms of developing the knowledge level of tinelidn R&D employees, different things are considere
instrumental. In order to get “hands on” understagaf the products of the company, the R&D cehtas the
advantage of relative proximity to the manufactgractivities, which are also located in India. étms of
developing deeper understanding, personnel exchataie place, mainly from India to Scandinavia.ntloi
project work with home base R&D within the comp@nalso emphasized as being particularly import@atiis
end. When Scandinavian R&D employees visit the Ré&ter in India, it is normally for a period of ¢er
weeks. Some of the R&D employees in India expretisadthey would like the Scandinavian R&D emplayee
to stay longer sometimes, in order to have more tmrlearn from them.

4.3. Med Tech
The company established the R&D center near Beljijpnghe end of 2001 among other things in ordegab
closer access to the developing talent base inaChihe main activity of the center is to do eatbgse
biotechnological protein research. Innovative pssdeprovements have been created in the R&D center

4.3.1. Knowledge sources
From the R&D home base in Scandinavia, the R&D ewg®s in China receive project protocols describing
processes they can attempt to improve further.Glieese R&D employees have shown impressive asiliti
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to develop their knowledge level. However, homeeb&&D headquarters remain an important source of
knowledge. The Scandinavian part of the companyniach experience within various fields of pharmaicaii
R&D. Sometimes the Chinese R&D employees have tib fwa input from Scandinavian R&D employees
before they can proceed. R&D employees from the Ré&dter try to establish some collaboration with
professors from local universities. They write pidjproposals together in order to apply for rese&unding.
So far, this has not yet developed into close itrgumiversity collaborations.
The company carries out manufacturing in diffengliaices of the world. Internationalization of maratfaing
activities within the company requires that manggadures be followed. These procedures are mosh oft
documented within the company. Internationalizat@fnR&D activities, on the other hand, is knowledge
intensive in particular in terms of accumulatedltand error knowledge, which needs to be traresfieto the
new R&D center. It is the experience of the compidnay it is easier to internationalize marketingsales in the
new place than it is to establish R&D activities,exemplified by the following quote, which furthibustrates
differences between internationalization of différbusiness activities:

| think it is much easier to establish marketingsates in a new place, because then you haveshédi

product. Then you can hire experienced salespegplecan hire people who have market

understanding...]. So | think it is easier to hire resources becayme have a finished product, which
you need to sell. However, if it is research andeltgpment then there is a lot of knowledge, aisl it
about having the right people. It is about hiritgtright people, having the right brains in place
(Interview with Global Product Manager, 9 June 2011

4.3.2. Tacit knowledge
Scandinavian expatriates have been located in tiire€e R&D center, but none have been located there
permanently at all times since the R&D center wataldished. Exchanges of personnel take placehforter
and longer periods of time. Joint project work witie home base R&D center is emphasized as being
particularly important in order to develop the knegge levels of the employees in the R&D center.

4.4. Mechanic Tech
This company is a leader in automation equipmet,ibhas established R&D activities in China. Ampbrtant
reason for the R&D establishment there is thatakes possible the better support of local manufexggusuch
as adapting existing products to the Asian markieé R&D establishment is part of the overall siggtef the
company to increase its global footprint, which emlkt easier to carry out sourcing in low-cost ¢das.
However, to enable the use of Chinese engineedeflopment of new products was also a motivdtiatpr.

4.4.1. Knowledge sources
Internationalization of R&D on the one hand and ofaaturing on the other hand is considered to ke qu
similar within the company. One reason may be thase interaction between R&D and manufacturing is
needed for the successful development of the cop'anoducts. In relation to both the internatioration of
manufacturing and R&D activities, there is a needrain new local recruits. However, when it contes
internationalization of R&D, the challenges of tiag people are bigger than when internationalizing
manufacturing activities, as illustrated by thddwaing quote:
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The real challenge is to get them to understangtbducts, which we are developing. To understand
better the products and the know-how, and to gedtevork with the R&D department in Europe. Then
that is really the challeng@nterview with the President of the Chinese Rede&enter, 19 March
2007).

It is important for the activities of the R&D centéo have good interaction with the home base R&D
headquarters. The R&D employees in China haveatirae completing projects on their own. Seemintigy
lack experience in terms of managing R&D projectsl @&nsuring that the developed products can be
manufactured in a good way. Therefore, they relylenhome base R&D headquarters in Scandinaviaki® t
charge over certain aspects of projects that oibertake place in China.

4.4.2. Tacit knowledge

The Chinese engineers working in the R&D centereligy experience by learning from people from Europe
who are also located in the Chinese R&D centeh@gh this learning process takes place continypB&D
employees in the Chinese R&D center expressedithabuld be beneficial to have more opportunities t
develop. In this regard, exchanges of personneltalse place from China to Europe.
The R&D activities of the company in China make enoise of expatriates than other business activities
illustrated by the following quote:

Concerning production in China, we do not have areyat all. Within procurement outsourcing, | do

not think either that we have anyone. It is morhiwidevelopment that we have a fgmterview with

R&D Strategy Manager, 19 April 2011).

The main problem in terms of training the new R&2nuits in China is that the experienced peoplElirope
have little time to share the knowledge they haith the Chinese engineers.

5. Analysis

5.1. Lack of “cutting edge” science to tap into in emerging markets

Although the case companies interact to some extightlocal universities, innovation-related knodgge does
not seem to be locally available to a great exteatk Tech R&D China was able to leverage locah€se
universities as sources of knowledge to some ezteimdicated in Table I. However, in order to abbirate, the
company needed to share quite a bit of knowleddke thie universities. One should therefore not reardy
expect local universities in China to be importagositories of innovation-related knowledge. Samyl, Wind
Tech has also made use of local professors atrndidversities. Sometimes engineers from the compan
discussed new ideas with these professors as tediga Table |. Scientists from Med Tech sometimeste
project proposals with local university profess@s,ndicated in Table I. However, large-scaleatmilation as
such had not yet taken place. Across the casesgtitn that science is not yet “cutting edge” Wwitemerging
markets seems to find support. The local context thareby be less important as a source of knowlddg
newly established foreign invested R&D activitinsemerging markets than it is in developed markets.

5.2. Knowledge sources

Table | outlines examples of important knowledgetlfie cases of newly established R&D activitieestigated
in this paper. The table distinguishes between kacwledge and
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explicit knowledge.

Table 1: Examples of important R&D knowledge tihat R&D subsidiaries receive from home base and
the local context

Type of knowledge Tacit knowledge Explicit knowledge
Local
Source HQY/MNC  context — HQ/NMNC Local context
Pack Tech R&D Know-how IT/project Concepts developed with universities
China platform
Wind Tech R&D Know-how IT/project Ideas discussed with few professors at
India platform universities
Med Tech R&D Know-how IT/project Project proposals developed with few
China platform professors from local universities
Project
protocols
Mechanic Tech Know-how IT/project
R&D China platform

It also distinguishes between whether the knowlaédgeailable in the local emerging markets contaxn the
home base/headquarters of the MNC.

As shown in Table I, new R&D establishments receixglicit knowledge embedded in project platformed &r
infrastructure. This infrastructure tends to beilsimin the newly established R&D centers and im lome base
R&D headquarters. Although this can be seen asrirapioknowledge, it is merely something that faaiés the
utilization of the company’'s know-how. Hence, theoWw-how may seem even more important. All the
investigated R&D centers received know-how fromirtheome base R&D headquarters, which can be
considered tacit knowledge, as indicated in TablEhk importance of know-how from the Scandinavéal
European R&D home bases has been emphasized #oeosases. Pack Tech experienced that the new R&D
employees in China had no one to learn from anttiieaneeded knowledge was not locally availablewtie
company established its R&D center in China. WitRack Tech, the mix of training and work proved
particularly beneficial. The employees needed attito apply the new knowledge in order to grasp@iitd in
order to develop know-how of their own. This candeen as an indication that the knowledge in fasus
somewhat tacit. Wind Tech had a similar experiéndadia, where the engineers in the newly esthblisR&D
center needed to build up industry-specific innmratelated know-how, which is available in the iStiaavian
part of the organization. In order to do so, fregexchanges of personnel between Scandinavia aia] ok
place. In addition, collaborative project work witite R&D home base is emphasized as important nwhbth
Wind Tech and Med Tech in order to build up thevdsalge level in the newly established R&D centers.

Med Tech also makes use of expatriates and theaagehof R&D personnel. However, the company isvacti
within an industry characterized by strict docuraéinh requirements from the authorities’ side (&§. Food
and Drug Administration (FDA)). A positive conseque is that well-documented project protocols carsdnt

to China, thereby easing the buildup of the knogtetevel in the newly established R&D center. THDR
employees in the R&D center in China can furthgprione the processes described in the project prts@nd
contribute to the innovation performance of the pany. However, even though well documented R&Dequb)j
protocols can help newly established foreign il &R&D centers, the project protocols as such neagflittle
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help if the know-how needed in order to further ioye such protocols is unavailable. It was theekiill very
important for the newly established R&D center ttaait innovation related know-how from the Scamadian

part of the company was transferred to the newtigldished R&D center in China. The experience othMmic
Tech was similar. R&D employees in the Chinese Ré&dhter expressed that more expatriates from Europe
would help them build up their innovation relatedow-how. This was the case even though the company
already made use of many experienced expatrisggelistrated in Table Il. In summary, innovaticelated tacit
know-how from the R&D home bases seem to be pédatiguimportant for newly established R&D activiién
emerging markets, as shown in Figure 1.

5.3. R&D versus other business activities
The case companies make more extensive use ofriexpatwithin their R&D activities than within othg/pes
of offshore business activities in China and Indm;Table Il illustrates.
The findings presented in Table Il may indicate RR&D activities are less location specific thaheatbusiness
activities, as well as the importance of the transf tacit R&D knowledge from the R&D home bases.
Mechanic Tech experienced similar challenges dhitig people when internationalizing manufacturegd
R&D activities. For both types of activities knowte already present within the company needed to be
transferred and shared with new local recruits. el@v, these challenges seemed particularly diffigul
relation to R&D activities, which may be due to tiaeit nature of much innovation-related knowledgédnas
been expressed by the case companies that it triamp to transfer knowledge from within the comp#mthe
newly established business activities when inténatizing both manufacturing activities and R&[iegities to
emerging markets. For example, Wind Tech internaliaed their manufacturing activities to both

Table 2: Expatriates within the case companies.

Pack Tech R&D | Wind Tech R&D Med Tech R&D Mechanic Tech R&D
China India China China

Expatriates | Four expatriate| The first six| More than five lon¢| At least two expatriate
in There are visits months, the R&D contract  expatriatesare on contracts far
China/lndia | back and forth in center was have  been used.several years. Many
R&D China and managed by @& Currently there are twpexpatriates have been
Scandinavia Scandinavian Scandinavian utilized since the
expatriate expatriates located incompany established the

Three week visits the R&D center There R&D center There are
are often used inare visits back angvisits back and forth in
both Scandinaviaforth in China and China and Scandinavia

and India Scandinavia
Expatriates | Approximately 15| Expatriates appei| Expatriates appear | Expatriates appear to |
within other | high-level to be relatively less be relatively less used relatively less used
business expatriates (financeused
activities manager, sales

manager, etc) oy
of 1,800 employee
in China.
Expatriates are
relatively less used

Ul —
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China and India in accordance with the same saistfuction guidelines forms provided by the honase of
the company in Scandinavia. Similarly, Med Tech ezignced that internationalization of manufacturing
activities to a large extent required that manycpdures were followed. These procedures are laajsdpady
well documented. The most important knowledge i titansfer of manufacturing activities thus seembé
codified or explicit knowledge as proposed initfah Figure 1.
With regard to Med Tech, in relation to internatibmation of marketing and sales activities, itngportant to
hire experienced salespeople with market underistgntt thereby seems that local knowledge is afipalar
importance for this type of business activity. Paekh also emphasized that it is very difficult foreigners to
interact with customers in China, which is due paty to language differences. Because Med Tech also
emphasized the importance of experience, it maghaethe tacit dimension of local knowledge is aftjrular
relevance when internationalizing marketing adtit as proposed in Figure 1.

6. Implications

6.1. Managerial implications
The developed framework can help managers to fattestion on which knowledge is most important tfoe
internationalization of the business activitiesythee dealing with. For example, tacit knowledg@rfrthe home
base R&D activities of the MNC is likely to be o&nticular importance for internationalization of R&o
emerging markets. Knowledge transfer mechanismschwvare particularly suited for the transfer ofitac
knowledge, may thereby be especially relevant latios to the internationalization of R&D activiielt may
therefore be relevant to make more extensive usxdtriates in a newly established R&D center tivihin
other types of offshore business activities. Suqiatriates may be productive in terms of transfgrimportant
know-how, as well as building up relationships betw the different places where R&D is conductedhiwithe
company. This may further ease the knowledge flitlsin the organization.

6.2. Implications for further research

In terms of further research, low-location spedifidusiness activities are more interesting touing| into in
relation to knowledge transfer theory than highatian specificity business activities. Low-locatispecificity
business activity knowledge is more likely to beplayable at a low-cost in contexts where it is yet
concentrated than high-location specificity busénastivity knowledge may be. When a business agthas
low-location specificity, it is likely that sourcesf knowledge that are applicable in other conteds be
identified and transferred such that they creataevaHowever, it is interesting to explore furtrdifferences
between the characteristics of the knowledge thamast important for the internationalization psg@cross
different business activities. This paper has mtedi and illustrated a framework that further resleanay
attempt to test and validate. It could be relevantlevelop a survey in order to do so. This surveyld be
directed at employees across different businesgtas in a larger number of internationalizingngpanies than
it was possible to investigate in this study. Thiusnight be possible to improve the external vigidf the
conclusions of this paper. Such efforts may alslp e mitigate an inherent drawback of the casalystu
approach utilized in this paper.
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It also could be interesting if further researcfuiined into whether the conclusions of this paperparticularly
relevant in relation to internationalization betwekeveloped markets and emerging markets or whétbgrare
also relevant in relation to internationalizaticetyeen developed markets and other developed rsarket

6.2.1. Imitative behavior not a source of knowledge?

Pack Tech, Med Tech, and Mechanic Tech seem to inésationalized into China before their commuett
from developed markets have taken similar initedivThis indicates that imitation of other compardees not
seem to constitute an important indirect sourcknafvledge that the case companies make extenseveflia

their internationalization processes. It is therefioot easy to find support for the “imitative beloa’ suggested
by Forsgren (2002), at least not in terms of irotatf companies from the same industry. Howevarther

research may look into internationalization acliogistries (Harryson and Sgberg, 2009; Sgberg,)2€14l is,

how imitation takes place beyond immediate commestit

7. Conclusion
The specific type of business activity has impdrtamplications for the type of knowledge that is sho
important in the internationalization process. Bieg on R&D activities, the paper started out bkiras a
unique question: how does the internationalizattbrR&D activities to emerging markets differ frorhet
internationalization of other business activitiegmerging markets within MNCs?
A framework primarily based on knowledge managenteebry was presented and illustrated in relatiofotr
cases. A cornerstone of this framework is Figurewhijch illustrates differences in terms of knowledg
characteristics of the most important knowledgetlier internationalization of different key businessivities.
The framework and empirical research suggest thR&B knowledge gap still exists in China and India.
Distinct differences exist in terms of source amel éxtent to which the knowledge, which is mostdntgmt for
the internationalization of key business activiteemerging markets within MNCs, is tacit. Thediimys of this
study provides support for the claim that technicawledge, which is important for manufacturingvasd|l as
R&D activities, is often locally accumulated. Aetsame time, it is globally applicable, indicatthgt the MNC
itself is likely to be an important source of knedde for the internationalization process of mactufing as
well as R&D activities. The most important knowledgr the internationalization of R&D activitiestacit to a
greater extent than it is for manufacturing adegtand international purchasing activities. Furtiere, the
source of the most important knowledge for therimdggonalization of R&D activities as well as maaciuring
activities within MNCs is more likely to be the MNiself, than when marketing activities or purchasi
activities are internationalized to emerging maskdthe technical dimension of tacit knowledge kelly to be
particularly important for the internationalizatiohR&D activities. The cognitive dimension of takhowledge
is likely to be particularly important for the imbationalization of marketing activities.

8. Limitations
Parsimony is a characteristic of a good theory gtimrdt and Graebner, 2007). As with many theaietic
models, Figure 1 can be perceived as simplifyirgréhationships
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it illustrates. However, also characteristic ofadhedevelopment is that it provides a relevant siincption of
reality that enables us to better understand, gss@nd inquire into various subjects.
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