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Abstract—The resource-based view of the firm

knowledge as one of the most important organizatiassets and a to create and share new knowledge.

key strategic resource that contributes uniqueevedorganizations.
The acquisition, absorption and internalization ekternal

knowledge are central to an organization’s innaeatapabilities.

This ability to evaluate, acquire and integrate n@owledge from

its environment is referred to as a firm's absemttapacity (AC).

This research in progress paper explores the ligtvden inter-
organizational Social Networks (SNs) and a firm'®sArptive

Capacity (AC). Based on an in-depth literatureveyrof both

concepts, four propositions are proposed that @xpthe link

between AC and SNs. These propositions suggesSiiatare key
to a firm’'s AC. A qualitative research method isposed to test the
set of propositions in the next stage of this regea

regards Innovation in organizations is dependent on humabdity

A number dioasit
acknowledge the importance of teamwork in this reda]-
[9]. Newell, Robertson & Scarborough [10] contetiht
knowledge creation is not typically an individuatigity but
the result of individuals collaborating in teams koing
together knowledge through sharing and negotiategs and
perspectives. Social Networks (SNs) have been eléfas key
organizational structures for effective and effiti&nowledge
sharing and transfer in teams and workgroups [1%iich a
personal network consists of the set of people witlom an
individual maintains contact, such as partners,tocoers,
suppliers, bankers and family members [12]. A lapget of
the research on social networks is of a quantagatiature and

Keywords—Knowledge, Innovation, Absorptive Capacity, Socialig jimited to structural aspects of these netwoAidditionally,

Networks

I. INTRODUCTION

HE resource-based view of the firm regards knowdeds
one of the most important organizational assets [H]}
Grant [3], extends Barney's [1]-[2] work by propegithe

previous research on SNs focused mostly on the imayhich
these structures support the internal transfer radwkedge
within the boundaries of organizations (intra-origational).
There is a lack of research on ways in which SNpstt the
acquisition and transfer of external knowledge iatfirm and
exploiting this knowledge to enhance innovatiorrf@®enance

knowledge-based view of the firm and emphasizes td competitive advantage. More specifically, étare that

considerable importance of knowledge as a key egmat
resource that contributes unique value to orgaioizst As a
result, the ability of a firm to create organizati knowledge
in the form of new products, services, structumss processes
is challenging. Therefore organizations need toefcdly
acquire and manage knowledge in appropriate wagsh@eve
sustained competitive advantage.

Innovation requires 1) creative thinking, 2) deysient
and advancement of best practices, and 3) theyatulifoster
organizational learning and ultimately 4) ways tmthesize
and apply ideas and knowledge from a variety ofEaiinto
new forms and situations. Firms can improve itsviedge
and innovative capabilities by leveraging the skiif others
through the transfer of knowledge within and acitbgsfirm’s
boundaries. Therefore, gathering information andwkadge
from a variety of sources in a firm's external eoniment is
central to innovation. The capability of a firm tecognize,
acquire, transform and integrate new knowledge frivra
environment is referred to as a firm's Absorptivap@city
(AC) [4]-[5]:
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explains the impact of inter-organizational SNstioa AC of
firms is limited. As a result, the following resel question to
be answered in this study i8What is the role of Social
Networks (SNs) on the Absorptive Capacity (AC) of
organizations?The sub-question is: Wat is the role of inter-
organizational SNs in acquiring and assimilatingtezral
knowledg® In this paper we will focus on the sub-question.

This research in progress forms part of a largedysthat
focuses on the link between SNs and AC. In ordeartswer
the preceding research question, this paper descrdnd
combines two streams of literature namely litematan SNs
and AC, and proposes four key propositions for shigly that
will be tested in a subsequent phase. The remapangof this
paper is structured as follows: Section 2 explémsliterature
on Absorptive Capacity (AC) and Social Networks §pN
followed by Section 3 that presents four key pragpmss. The
proposed research methodology is described in @eectj
following by limitations in Section 5 and a Condtus and
Summary in Section 6.

Il. LITERATURE REVIEW
A. Knowledge and Innovation for Competitive Advgeta

Barney [1]-[2] and Grant [3] describe knowledgeoca® of
the most important building blocks of innovation
organizations. Innovation is a complex activitywhich new
knowledge is applied to commercial ends. The abiti
exploit knowledge is a critical component of inntve
capabilities. In a dynamic and turbulent environment,

in
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learning forms an important basis for AC [23]-[241. is
commonly believed that individuals absorb new kremge

Research indicatabat firms can build innovation capacity bymore easily if they have attained certain leveldeafning in

tapping into external knowledge sources such agraads,
licensing, inter-firm relationships, R&D collaboiats,
knowledge-driven acquisitions, joint ventures andterf-
organizational relationships [13]-[14]. Given theregter
availability of external knowledge sources
economies, a dynamic capability to target, absowb deploy
external knowledge to feed internal innovation pgses in
organizations becomes a crucial
advantage. This ability to deal with external knedde is
referred to as a firm'Absorptive Capacit{13].

B. Absorptive Capacity (AC) Defined

The AC concept is one of the most important coictsrio
emerge in organizational research in recent decétiel
Kedia and Bhagat [16] were the first to introdube term
“absorptive capacity”, although the contribution ®ghen and
Levinthal [17] is generally accepted as the fougdi@per in
describing this concept. These authors initiall§irdel AC as
“the ability of a firm to recognize the value of nexternal
information, assimilate it, and apply it to commalcends
[17, p. 128], and later more simply referred tastthe ability
to exploit new technological developments [17]. &at al.
[15] give a simpler definition of AC by describirigas a two-
part process of acquiring external knowledge tofime and
assimilating this knowledge by incorporating itara firm's
knowledge base. Zahra and George [14, p. 186] dla&nAC
consists of four processes by defining it ia ‘set or
organizational routines and processes by whichdianquire,
assimilate, transform and exploit knowledge to mwa a
dynamic organizational capability"This ability is critical to
the innovative capabilities of commercial orgarimas [20],
[5] and it is believed that firms with higher lesedf absorptive
capacity are able to extract greater benefits frexternal
knowledge, obtain larger shares of their sales froew or
improved products and therefore outperform rivaistheir
innovation activity [13].

It is widely accepted that critical knowledge is abways
easily available through external sources, and khatwledge
also needs to be created internally [21]. Howevepidly
changing environments, technologies and rules
competitiveness prevent organizations to creatkredivledge
internally,. Camison [22] states thairganizations with an
inward looking approach to knowledge creation —that rely
purely on its own resources - will miss out on theamic
effects of interaction between internal and exteknawledge.

the form of expertise, training or any other forfrbackground
knowledge. Volberda, Foss and Lyles [5] confirmsthiy
stating that AC depends primarily on prior relaketbwledge
as well as investments in Research and Developnidre.

in mader ability of a firm to learn through gathering extarknowledge

(which forms part of AC) and internal learning (aii
involves knowledge creation), both influence a fam

source of competitiinnovation capacity, and ultimately determinesiitsovative

performance.

Learning in organizations involves reciprocal peseEs
either at the individual, group or organizationavél and is
considered to be a dynamic process [25]. Orgaoizati
learning is based on direct experiences and o¢bursigh the
embedding of individual and group learning in oligational
routines, structures, processes, databases aneimsy$R6]-
[28]. Crossan, Lane and White [28] present a ‘dhfework’
of organizational learning that involves strategenewal.
These four processes involve intuition, interpietat
integration and institutionalization that occurheit at the
individual, group or organizational level. Thesmqgesses
closely link to an organization’s ability to accglirassimilate,
transform and exploit knowledge.

D. Social Capital and Social Networks (SNs)

The notion of Social Capital (SC) has informed enhar of
areas such as society and human behavior, educatidn
organization and more recently knowledge sharingl an
collaborative behavior [29]-[30]. Nahapiet and Ghnais[31]
define Social Capital as the ‘networks of relationships that
constitute a valuable resource for the conduct otia
affairs”. Social capital is present in the social relatiomat t
exists between people and facilitates productibityproviding
information that in turn facilitates action [32Jo8al Networks
(SNs) form essential structures or networks of ti@ships
that SC relies on.

A SN is more formally defined as a structure thaigists of
a collection ofnodesandties Nodes represent the people in
the network and ties represent the type of linkat txists
between the nodes. Ties can be classified as éitleak’ or
¢dtrong’ with strong ties representing frequent caumnication
between nodes and weak ties indicating more distant
relationships with nodes that are not as frequerigiyed [29],
[33]. Resources in the form of knowledge and imfation, is
made available in a SN through the contacts or ections in
the network. As a result people in the network cae the

Although the creation of knowledge is important,e thstrength of weak ties and ‘friends of friends’ tousce

conversion of this knowledge into new productsdtually the

information or knowledge in a SN that has not baeailable

basis of superior performance.ittWrespect to both modes of before [34], [32].

knowledge sourcing, the capacity &bsorb knowledge has
therefore become crucial [5].
C. The Importance of Learning in Organizations

There is a close link between learning, knowledgsation
and innovation. As a result the literature on oig@tional

Over the last few years there has been an increasedrch

focus on a variety of aspects that relate to SNs in
organizations. In particular, a number of auth@gehexplored
the value of strong and weak ties to assess tlfscteon
aspects such as learning, centrality, viscosity dedsity in
networks, structural aspects and type of knowledge

contributions in SNs [29], [33]. However, a largartpof this
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research is of a quantitative nature that focusestlyn on
algorithms that quantitatively measure structurspexts of
SNs.

A number of studies indicate that SNs are invakeaibl
supporting the flow and sharing of organizationabwledge
specifically to solve complex problems, drive anthnp
innovation, foster learning and source informatjdg], [11],
[36]. Hansen [36] reports that strong ties in SMs more
effective for the transfer of tacit knowledge, wées weak ties
are more effective to transfer explicit knowleddéne next
section summarizes key characteristics of SNs imgeof
support for knowledge sharing/transfer.

E. Characteristics of SNs

Considering the importance of nodes and ties ilNarg&re
are four characteristics of SNs that are importarterms of
knowledge management:

Proposition 1: Social Networks (SNs) are important structures
that play a significant role in enhancing an orgation’s AC.

Knowledge sharing requires specific supportive huma
roles, in particular people that have the abilaylihk people
within and across SNs. Such ability requires anramess of
specific contexts of knowledge and ‘who knows what’

Proposition 2: Knowledge brokers with a deep understanding
of existing firm capabilities are required to aagquexternal
knowledge through brokering activities.

Weak ties are considered to be an important soofce
innovation and new ideas as they allow the linlohgeople to
information external to existing SNI33].

Proposition 3: Weak ties in SNs need to be identified and
harnessed to acquire external knowledge.

The presence of ‘gatekeepers’ as contributing tq W&s
originally proposed by Cohen and Levinthal [17].€E8 are

« Facilitating knowledge transferSNs are considered individuals who provide the specialized interfactween the

to be useful structures that facilitate intra- aimder-
organizational
Pertinent roles such as knowledge brokers and letnye

internal system and external knowledge sourceknawledge

knowledge sharing/transfer [10], ][11 transfer demands that knowledge is articulated imag that

knowledge recipients can easily understand it.

advocates contribute to the efficiency of knowledg®ropositions 4: The assimilation of new external knowledge

transfer in SNs. Knowledge brokers act on the erip of

requires gatekeeping roles to articulate acquiresivedge in

a SN and link nodes and SNs with each other basea oa way that recipients can easily understand it.

demand for knowledge.
renowned for spreading current and new informaiion
SNs and across SNs [11].

« Facilitating learning —SNs are considered to be useful
structures that encourage learning. Novices leayn l?(

becoming part of informal and formal SNs and thiotlge
sharing of knowledge in a SN. Borgatti and Cro38]

confirm the importance of relationships in SNs fo

knowledge acquisition and learning to occur.

« Creation of a Social Identity SNs engenders a feeling

of belonging or identity, which exerts a positivifeet on

users to share with others what they know [10

Consequently people in a SN know ‘who-knows-whatl a
‘who-can-be-consulted-for-what’ which influencesds of
communication and knowledge transfer. Addition&8Ms
create a feeling of ‘oneness’, which evokes fealimg
similarity in a SN [31], [33].

* Development of Trust trust emerges more strongly in jisc\ssion

SNs through interactions between different nodeso T
types of trust are particularly important namelyodwill
trust which involves trusting that another persai mot
act counter to your interests, and competence twhéth
involves trusting another person’s skills and etiper{10].
These types of trust are identified as important tfee
transfer of best practices.

Ill.  PROPOSITIONS OF THE_INK BETWEEN AC AND SNS

In this section four key propositions that relate the
acquisition and assimilation of knowledge is pragghs

A variety of studies emphasize the importance ppsutive
networks for intra-organizational knowledge shariagd
transfers [36], [10]. Overall, SNs contribute tona effective
and efficient knowledge transfer in organizatiohs][

r

Knowledge advocates are

IV. RESEARCHMETHODOLOGY

Since this research is exploratory in nature, alitatize
research methodology with interviews and focus psoas the
ey data collection instruments are proposed. We ar
interested in the experiences and opinions of éspaT how
employees harness their Social Networks (SNs) dqoiee and
assimilate external knowledge for innovation [38h initial
series of interviews will be held during Dec 2011J&n 2012
in Adelaide and Melbourne, Australia respectiveBgtween

0 and 12 participants (senior managers) will lderinewed

om a variety of industries including manufactggifmanking,
education and telecommunications. Two focus groeptings
will follow (in Adelaide and Melbourne respectivilyto
discuss key and verify the propositions. Each fagnasip will
involve between 6 and 10 participants, as this remib the
suggested triangulation optimum size for a focusupgr
Interview and focus group data will dnedio-
recorded, transcribed and analyzed using relevaalitgtive
data analysis techniques [39].

V. LIMITATION

The limitation of this research is that is presemtly the
early conceptual design in the form of propositionsthis
paper. As a result no data has been collectedoytst the
propositions. The next phase will comprise actuatad
collection through a series of interviews and fogrsup
meetings. Once data has been collected a deeplgsianaf
the data may confirm the propositions and direet study.
These results may further scope this research dedtify
areas that require deeper analysis.
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VI. SUMMARY AND CONCLUSIONS

This research in progress aims to explore the tiekveen
SNs and AC by focusing on the acquisition and aifiion of
external knowledge. It highlights the importance SMis, in

particular key roles such as knowledge brokeringd a

gatekeeping in the acquisition and assimilationefernal
knowledge respectively. Four key propositions perit to
these two functions to harness external knowledyeards
innovation, are proposed. We believe that this ystotght
highlight the supportive and enabling role of SNsupporting
AC and ultimately innovation in organizations.
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