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4 ORGANISATIONAL STRUCTURE

2. ORGANISATIONAL STRUCTURE
An Organisation can be defined in simple as a Social Unit of People, systematically structured and managed to meet a need or to pursue collective goals in a continuing basis. Every organization has their own management structure which defines relationships between functions and positions and gives authority to carry out determined tasks. Organizations are legally classified under various categories depending upon their function out which few are listed below:          Corporations Government Non-Government International Armed Forces Charities Non-Profit Partnership Universities

The structure of the organization describes the functions, tasks and authorities of the departments, divisions and individual employees and the relationships between them (line of command, communication and procedures). It also describes the number of employees in each division, unit and department which is defined by John V R (2004, P.4). The Organizations are structured in different

ways, based on the splitting and grouping of tasks. These structuring are dependent and falls under six different criterions with which the organisation is affected. The final structure of the organisation is always the combination of these following criteria classified by John V R (2004, P.5).       Outputs (Goods/Service) Functions Target groups Skills Geographical Areas Work shifts

Craig, W,F (2007, P.7) critically comments on the organizations’ self structure forming depending on their unique Business strategy. He adds up “there is no absolute right and no absolute wrong way to design an organization”. In overall he classifies the organizations into four different categories which is listed below.     The Functional Structure The Divisional Structure The Matrix Structure The Horizontally Linked Structure
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2.1.

ORGANISATIONAL FORM IN THE 20TH CENTURY PERIOD

In the earlier half of the 20th century, there had been no proper structure for an organization, it was not so reformed that all organization should maintain a proper structure for their organization. Handy (1993, p.350) that ‘the structure of the organisation describes the functions, tasks and authorities of the departments, divisions and individual employees and the relationships between them (line of command, communication and procedures). It also describes the number of employees in each division, unit and department.’ In the second half of the 20th century the organizations organized themselves into a proper structure that was centralized, functionally specialized and started adopting a management theory. Morgan (1986) claims provided the foundation of management theory. Mabey, Salaman & Storey (2001, p.157) writes:

‘Tall Structures were created with as many as 20plus levels between the chief executive and the shop floor operative. Managerial control of employees t all the multiple levels was based on a mixture of direct command and budgetary responsibility. Hierarchy command and control were the governing principles of employee management.’ A traditional form of an Ideal Organisation Chart is given below:

Figure 1: Traditional Organisation Structure (Adapted from Weinshall, 1971, in Handy, 1993 p.257)

2.2.

MULTINATIONAL CORPORATION

Multinational Corporations, hereafter referred to as ‘MNC’ are the organisations which have established themselves in more than one country or even in multi continents. They were mostly organized with a high structured format, which think globally. Anne (1997, P.3) explains the functionality of MNC where he adds up ‘As a consequence of the global perspective, managers see themselves as part of a worldwide entity. The multinational strategy has to be understood as a continuum that reaches from the collaboration of national corporations to the transnational integration of a corporation.’

6 ORGANISATIONAL STRUCTURE 2.2.1. ORGANISATIONAL STRUCTURE OF MNCS’ The MNCs’ are in further classified into four categories depending on their production, sales and marketing structure and they are Multinational, Global, International and Transnational. They are defined individually as Annie (1997, P.44) explained.  International: Corporations have contracted international sales agents such as franchised distributors and dealers incorporated into the rest of the corporation through a vice president.  Multinational: Corporations have country by country operations where operating subsidiaries produce and market

the products in their own country.  Global: Corporations with products that sell all over the world may have a truly global organization by products at the very top and only after that by regions.  Transnational: Corporation has different regions perform different parts in the product cycle taking advantage of economies of scale, differences in wage levels and differences in the skills of the employees. Bartlett and Ghoshal’s Transnational Corporation The scheme of categorizing the MNC’s into four different sub divisions has been proposed by Bartlett and Goshal who summarized the key characteristics of the four organizational structures as shown in the following Figure 2 as explained by Bartlett, Christopher, A. Goshal, Sumantra (1989, pp.1317, 57-94).

Figure 2: Multinational, Global, International and Translational MNC Characteristics

1

1

Adapted from Bartlett, Christopher A./Ghoshal, Sumantra (1989), pp. 13-17, 57-94

7 ORGANISATIONAL STRUCTURE In further the organizational structure are classified into four categories depending on their operations as explained above and as such classified by Craig, W,F (2007, P.7). The Organisational charts of those structure or format are given below in the following diagram.

Figure 3: Functional Structure of a MNC (from Karen Collins, 2007, Exploring Business)

Figure 4: Divisional Structure of a MNC (from Kristopher,B. 2006, North Central University)

Figure 5: Matrix Structure of a MNC (from Organisational Chart Template, Vertex42.com)
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Figure 6: Horizontally Linked Structure of a MNC (from Organisational Chart Template, Vertex42.com)

3. KNOWLEDGE TRANSFER
Knowledge transfer is one of the essential part and parcel of an Organisation

where the information from or within a department or a particular set of people or individual is transferred to the other in a more organized way. Argote & Ingram (2000, P.151) define knowledge transfer as “the process through which one unit (e.g., group, department or division) is affected by the experience of another.” Knowledge transfer within the organisations and between nations also raises considerations particularly where there is an imbalance in power relationships (e.g. employee and employer) or in the levels of relative need of knowledge resources.

3.1.

TYPES OF KNOWLEDGE

Knowledge being one of the predominant feature in the organisation, it is healthy enough to analyze the classification methods of the knowledge that are transferred in the organisation and though we can simplify the process of Knowledge transfer. Collins (1993) suggested the categorization of the Knowledge transferred or handled in an organisation into four categories which is highlighted by Blacler,F(1995) and they are: Embrained, Embodied, Encultured ad Embedded Knowledge.  Embrained Knowledge: It is the knowledge that which is dependent on conceptual skills and cognitive abilities. This could be considered to be practical, high-level knowledge, where objectives are met through perpetual recognition and revamping.  Embodied Knowledge: It is the knowledge more of action oriented and has contextual practices. It is more of Human Relational and does social acquisition of understanding individual problems and issues.  Embedded Knowledge: It is explicit and sticks on with systematic routines. It deals more with the roles, technologies, formal procedures and emergent routines with complex system.  Encoded Knowledge: It is information that

is conveyed in signs and symbols and decontextualized into codes of practice.

9 KNOWLEDGE TRANSFER IN SUBSIDIARIES

3.2.
     

GENERAL PROCESS OF KNOWLEDGE TRANSFER

Identifying the Knowledge holders within the organization. Motivating them to share their ideas and knowledge. Designing a sharing mechanism to facilitate the transfer Executing the transfer plan. Measure to ensure the knowledge have reached precisely. Applying the knowledge transferred.

3.3.

CHALLENGES FACED DURING KNOWLEDGE TRANSFER

 The inability to recognize or summarise the crux of the annotated or coined data due to lack of skills.  Geographical and physical limit, distance.  Lack of Technology in Information systems.  Language barriers.  Knowledge visualization.  Problems with sharing beliefs, assumptions, heuristics and cultural norms.  Misconceptions  Wrong Information.  Lack of trust, confidence and motivation.

4. KNOWLEDGE TRANSFER IN SUBSIDIARIES
MNCs are seen as networks of resources that operate in culturally and geographically diverse regions. This dispersion comes with varying resource endowments for these subsidiaries that, when combined, lead to some degree of heterogeneity in their competencies (Hansen and Lovas, 2004; Phene et al., 2005). The necessary for the subsidiaries’ competency makes them to adopt or engage themselves in the Knowledge transfer technique either under the direction of or independent of the home office. A common theme underlying research on MNCs is that subsidiaries can be no longer viewed as appropriators of knowledge based on the home office mandates. Instead, subsidiaries are appropriators and generators of knowledge (Gupta and Govindarajan, 2000). The knowledge transfers within 

the subsidiaries are affected by various resources like geographic location of the particular firm and the resource endowments within that region. Those resources endowments are further influenced by economic, educational, political and social factors among which is culture. Culture is defined as a a system of beliefs that are deeply embedded within the society and is reflected in the behaviors of its organizations and people (McDermott and O’Dell, 2001). The following diagram shows the conceptual model of the cross-border knowledge transfer within multi National Corporation.
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Figure 7: Conceptual model of Cross-border knowledge transfer within Multi National Corporations

2

4.1.

KNOWLEDGE PRODUCTION AND ABSORPTION

The Subsidiary Knowledge transfer system is studied in detail only if it is analyzed right from the starting of the subsidiary knowledge production and absorption process. The sources of where the knowledge is produced is classified later but before that the production of subsidiary knowledge and its absorption within the firm is studied. A hypothesis has been developed according to N,J,Foss and T,Pederson (2002, P.54) which states: Hypothesis 1: The more knowledge that the subsidiary creates and absorbs, the more knowledge will be transferred to other units in the MNC. (a) The more Knowledge that the sunsidary creates through Investigating in internal production of Knowledge, the more knowledge will be transferred to the other units in the MNC. (b) The more knowledge that the subsidiary creates and absorbs through network relations to external partners (customers, suppliers, etc.), the more knowledge will be transferred to other units in the MNC. (c) The more knowledge

that the subsidiary creates and absorbs by tapping into the knowledge base of a local cluster (e.g., a well-educated workforce, high-quality research institutions, etc.), the more knowledge will be transferred to other units in the MNC.

4.2.

KNOWLEDGE SOURCES

He source for the development of the knowledge is considered to be more essential resource for a subsidiary. There are various forms of sources which produce the knowledge and transfer it and also there are few barriers which restrict the source to develop more concise and efficient knowledge. Hypothesis 2 of the N,J,Foss and T,Pederson (2002, P.57) who gives a clear definition on the conceptual source of the knowledge and the barrier for it and the efficient method of developing the knowledge.

2

from Leyland, M, L (2006). “The Role of Culture on Knowledge Transfer: the cae of the multinational corporation.”Emerald: The Learning Organisation Journal. Vol.13, No..3. (PP-257-75).

11 KNOWLEDGE TRANSFER BETWEEN MNC AND SUBSIDIARIES Hypothesis 2: More internally accumulated knowledge will be transferred from subsidiaries to other MNC units than network-based knowledge, which in turn will be more transferred than cluster-based knowledge.

4.3.

ORGANISATIONAL MEANS AND CONDITIONS OF KNOWLEDGE TRANSFER

Organisations have their own legal, functional and operational structure. They transfer their knowledge according to their needs, structure and also depends on other necessary features. Hypothesis 2 of the N,J,Foss and T,Pederson (2002, P.57) proposes three different hypothesis for the organizational means and conditions of knowledge transfer in a subsidiary. These hypotheses are efficient ways which help the knowledge transfer methods to help the 

business of the subsidiary. Hypothesis 3: Network-based knowledge will be more successfully transferred to other MNC units if there is substantial transfer of goods and/or services between the transferring and the receiving units. Hypothesis 4: Knowledge that is mainly accumulated internally will be more successfully transferred to other MNC units if there is a high degree of interdependence between the transferring unit and the receiving units. Hypothesis 5: Knowledge that is strongly based on participation in networks and local clusters will be more successfully transferred to other MNC units if the transferring unit has been given a high degree of autonomy.

5. KNOWLEDGE TRANSFER BETWEEN MNC AND SUBSIDIARIES
The physical (or direct) experiences are the key for the conversion and transfer of tacit knowledge that are initiated with the socialization and enlarged by means of other forms of converting knowledge (socialization, externalization, combination and internalization), where the interaction between tacit and explicit knowledge (at the epistemological level) within the “knowledge spiral” becomes continuously broader as it progresses on the ontological (i.e. individual, group, organization and inter organizational) level, defined by Nonaka and Takeuchi (1995). By this the actual structural method knowledge transfer in an multinational organisation has been explained. The following diagram shows the dimensional structure for the transfer of knowledge.
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Figure 8: Structural Dimensions of the Transfer Knowledge

3

5.1.

CLIMATE OF COOPERATION BETWEEN MNC AND SUBSIDIARY

The transfer of knowledge to the subsidiary may involve the development of a production process

by means of the installation of machinery and equipment in order to develop the subsidiary’s competencies in accordance with its strategic importance on the local market Argote et al,( 1990). The MNC may execute operations that involve the acquisition of existing installations and the creation of joint ventures with local companies, since these are an instrument of organizational learning and both, satisfy the requisite of an investment at the entry of foreign direct investment (FDI) in an LDC and grant access to market knowledge is suggested by Jose, M & Nelson A (2010, P.519). The success of the transfer of knowledge depends on the ability to transmit and receive information and on the parties’ willingness to communicate in order to increase the comprehension and learning of the transferred knowledge in accordance with the operational priorities (e.g. consumer needs, quality of the product and efficiency of costs) (Hsu, 2006; Lin et al., 2008).

5.2.

THE SUBSIDARY’S EXTERNAL NETWORK EMBEDDEDNESS AND IMPORTANCE FOR MNC DEVELOPMENT

The subsidiary located geographically far away from the Head Quarter of the MNC connecting themselves to other external networks help them to grow the overall reputation, economy and the fame of the MNC in overall. The subsidiary can even directly tie up with another subsidiary within the MNC to grow the other. In such cases the Knowledge transfer comes into act. Regardless it is a goods production company or a service provider company the intra organizational Knowledge transfer is a must for the overall growth of the individual subsidiary and the entire MNC.

3

- Jose,M & Nelson, A.(2010). “Knowledge Transfer to the Subsidiaries operating in Overseas”. Industrial Management and Data

Systems. Emerald Journal. Vol 110 No.4, pp. 516-31

13 KNOWLEDGE TRANSFER BETWEEN MNC AND SUBSIDIARIES Structural embeddedness shifts the analytical approach from the dyad to the system. In an MNC context structural embeddedness deals with the system of business relationships in which the subsidiary is embedded. It highlights the advantage a subsidiary can derive from its position in the network rather than advantage from information exchange in individual relationships (Granovetter,1992; Gulati, 1998; Nahapiet and Ghoshal, 1998; Rowley et al., 2000). An important distinction has been made between the advantage of a powerful brokerage position in a network of nonredundant ties and advantage connected to being a member of a coordinated network of redundant ties (Burt, 1992; Walker, Kogut, and Shan, 1997; Kogut, 2000). The following diagram shows a triangle in which the relation between the Subsidiaries in the organisation are explained in case of an external network acting on it.

Figure 9: The subsidiary's external network embeddedness and importance for MNC development (from Strat. Mgmt J, 23: 979-996. (2002))

5.3.

HYBRIDIZATION OF KNOWLEDGE TRANSFER IN MNC AND ITS SUBSIDIARIES

Hybridization is more than the simple adaptation of the environment resistance. It is emerging as “the interaction between different national systems, legal or institutional, different political contexts, different Labor markets and structures of skills, different infrastructures” Tolliday et al.( 1998). The definition also suggest that the hybridization is not only about the Knowledge transfer, but it can also include other managerial process such as organisational procedures, production processes, training programs, internal policies,

etc. The concept of hybridization of Knowledge transfer is developed behind the idea of diffusion and adaption by the Multinational Corporations. The idea is that the Head Quarters of the MNCs share or diffuse their ideas with their subsidiaries, same as the other subsidiaries share their knowledge with the other subsidiaries and also to their Head Quarters. The Information to be shared are upto to the organisation and according to their needs. This kind of Knowledge transfer system helps the organisation in combinig the universal global practices with local ones by which making the organisation unique within it. The hybridization appears as an organizational innovation from the moment it is based on activities of successive adjustment between the initial model of Headquarters and the subsidiary, leading to the joint construction of a final hybrid model. Despite the importance of this practice, it does not appear to have been studied in the context of the Multinational Corporation, especially in the innovation management field commented by Dorra Y and Hela C, (2008, p.90).

14 CONCLUSION

6. CONCLUSION
Knowledge transfer has turned to be one of the essential processes in the organisation. It is really helpful for the efficient run of the organisation. This paper has done a detailed study about the structure of the organisation, different types and classification of the organisation and the discussions from different papers. Knowledge transferring definitions, process, types and challenges faced has been discussed in the paper to focus more on the title. Knowledge transfer methods in the subsidiaries of the MNCs’ and the benefits of efficient Knowledge transfer methods are studied. The issues and the process of Knowledge

transfer between the MNC and its subsidiaries have been discussed. After a detailed study about all the issues regarding the title we can conclude few essential ideas for the Knowledge transfer. There should be a proper cooperation between the MNC and its subsidiaries for their intra organizational subsidiary because of the different conditions available in each and the other subsidiary depending upon their geographic location, culture, economy and endowment of the resources regarding the local availability, it is necessary for the company to get synchronized with each other to maintain their global status and strategies. Knowledge transfer between the subsidiaries is also essential for the MNC to increase their growth culturally, economically and financially which was explained in the paper in detail. An idea of Hybridization of Knowledge transfer between MNC and Subsidiaries have been proposed at last to increase the impact of Knowledge transfer in the MNC. The process of Hybridised Knowledge transfer will develop the transparency of the management in the MNC. It also increases the synchronization, coherency of knowledge, financial development of the MNC.
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