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ABSTRACT

Why best practice may not transfer? This paper attempts to answer this question by

addressing three subsidiary ones: 1) How does best practice transfer? 2) How may difficulties

during a transfer manifest themselves? 3) What are the origins of difficulty to transfer best

practice inside the firm? The suggested answers to these three questions delineate a framework

that could be used to predict systematically the sources of difficulty to transfer best practice

inside the firm. One concrete model is constructed out of this framework based on the

observation that different sources of difficulty may be operative at different stages of the

process of transfer. From the resulting model, four testable propositions are advanced about

the dominant or paramount sources of difficulty at each stage of the transfer.
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INTRA-ORGANIZATIONAL TRANSFER OF BEST PRACTICE:

PREDICTING DIFFICULTIES

1. INTRODUCTION

"You can see a high-performance factory or office, but it just doesn't spread. I don't know why."

William Buehler
senior vice president at Xerox (Jacob,
1992)

Putting reliably identified exemplary practices to wider use is part of the organizational

challenge to close the gap between what it is known within a firm and what is actually put to

use (cf. Rogers, 1983:1; Glaser, Abelson and Garrison, 1983). By transferring ideas,

techniques, procedures, systems, assets, or skills that underlie a sub-unit's superior

performance to other sub-units that perform similar tasks, face similar problems, or share

some processes in common, organizations can leverage the knowledge resident in their own

pockets of excellence to capture more benefits from the possession of that knowledge.

Successful transfer of best practice reduces the performance-gap between organizational sub-

units that perform similar tasks, eg. two similar production plants. Reducing performance gaps

eliminates "avoidable deficits" in performance (cf. Hayes and Clark, 1985; Adler, 1990)

through better exploitation of the firm's existing superior technologies or ways of organizing

work. Thus, an important way to enhance the utilization of an organization's own existing

knowledge is to transfer best practice inside the firm.

Transferring best practice inside the firm has been a long-standing concern for managers.

As early as 1913, the management at Ford was concerned with transforming its entire

operation from craft to assembly line production technique (cf. Hounshell, 1984). A similar set

of concerns affected Toyota's managers in charge of diffusing the kanban system throughout

their company (cf. Ohno, 1978). Similarly, GM managers are currently grappling with the

transfer of best practices from NUMMI and from Saturn to other GM's divisions (cf. Brown

and Reich, 1989; Kerwin and Woodruff, 1992). And as recently made public by Jack Welch,

CEO and leading architect of the new General Electric, a major responsibility for GE's

managers is to "transfer best practice across all the businesses, with lightning speed" (cf. Tichy

and Charm, 1989).
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Indeed, the transfer of best practice between organizational sub-units has been found to
provide solutions to prominent concerns of general management. Galbraith (1990) found that
multinational corporations shifted or replicated core manufacturing technologies between
different facilities to exploit changing factor costs and exchange rates (see also Kogut, 1985).
Bartlett and Ghoshal (1989) found that innovative multi-unit organizations leveraged the
knowledge and resources gathered and created by their sub-units through diffusion of these
knowledge and resources to the rest of the organization. In the domain of acquisitions,
Haspeslagh and Jemison (1991) found that acquiring firms exchanged both functional and
general management capabilities with acquired firm to create economic value. Finally, Stalk et
all. (1992) found that firms cloned their key business processes and deployed them to exploit
short lived opportunities for entering new businesses.

Still, transferring best practice inside the firm may be difficult and its result uncertain.
Hayes and Clark (1985:168) found that a high-tech firm experienced "organizational
difficulties" in transferring engineering knowledge. These organizational difficulties stem from
the desire of the source plants to protect proprietary knowledge and from the recipient plants'
reluctance to assimilate superior manufacturing technology if that technology was developed at
another plant -- the "not invented here" syndrome. In another study of thirty two different
intra-firm complex technology transfers, Galbraith (1990) found that 50% of the transfers
experienced severe productivity problems, and 20% ultimately failed. In yet another well
known example, the successful practices of General Motors' joint venture with Toyota, the
Nummi car manufacturing plant in Fremont, California, which exhibits comparable
productivity to its sister plant in Takaoda, Japan, could not be replicated by General Motors in
its Van Nuys plant in California (cf. Brown and Reich, 1989). The above examples of aborted
or problematic transfers suggest the potential value of a careful and methodical analysis of the
possible difficulties to transfer best practice to escape those difficulties that are preventable.

Yet, surprisingly little systematic attention has been paid to these difficulties. Traditionally,
difficulties to transfer best practice inside the firm have been slighted both in theory and in
practice. Informed by the neoclassical treatment of knowledge as a public-good-transferable-at-
zero-marginal-cost, early studies of technological innovation assumed that " . . . new
technology instantly diffuses across total capital" (cf. Nelson, 1981:1049). Similarly, early
studies of international and domestic transfer of technology assumed that the transmission of
technologies between and within countries is costless (cf. Teece, 1977:242; Reddy and Zhao,
1990:298). And of over 3000 empirical publications of innovation diffusion surveyed by
Rogers (1983:81) "only a dozen or so" were complete studies of the intra-organizational
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diffusion process (see p.366), a fact that reveals an implicit bias towards considering

predominant the difficulties to convince an organization's decision makers to try an innovation

and of little or no consequence the difficulties to secure the "dozens to thousands of secondary

adoption decisions" that completely characterize the diffusion of the innovation within the

adopting organization (cf. Leonard-Barton, 1986:1-2; see also Mansfield, 1989; Mansfield,

1993). This bias is also reflected in the world of practice where, as Galbraith (1990) found,

many corporations still assume that transfers and replications of advanced manufacturing

technology are relatively straightforward and as a consequence they assign untested junior

managers to what is, in reality, "a very perplexing and demanding managerial problem. (p.

59)" As Galbraith reports, "[a]lmost unanimously, the employees interviewed for this study --

managers, engineers, and operators alike -- acknowledged that their particular transfer had

been far more complicated than originally imagined [italics added] (p. 68)." Neglected both in

theory and in practice, it should not be surprising that little systematic knowledge has

accumulated about the difficulties to transfer best practice inside the firm.

Returning to the opening quotation, this paper attempts to address Mr. Bueller's concern:

Why best practice may not transfer? Best practice may not transfer because difficulties disrupt

or abort the gestation or efficient implementation of efforts to transfer best practice. Thus to

address Mr. Bueller's question, a framework to help analyze systematically the difficulties to

transfer best practice inside the firm is needed. This paper develops such a framework.

Particular emphasis is placed on those characteristics of a practice that may affect its

transferability. It is hoped that the proposed model will provide a useful analytical tool to

understand past difficulties and to actualize potential ones thus informing the design and choice

of suitable organizational mechanisms to transfer best practice inside the firm. Further, it is

hoped that in synthesizing a broad body of empirical and conceptual literature which speaks to

the transfer of best practice inside the firm, the framework developed in this paper will

stimulate both critical discussions and empirical investigations.

The paper proceeds as follows. In the next section, a framework to assess the difficulties to

transfer best practice inside the firm is developed. This is done in three steps. In the first step,

a stages model of the process of transfer is proposed as a possible description of how best

practice transfers within the firm. In the second step, indicators of difficulty to transfer best

practice are suggested as potential ways in which difficulties manifest themselves during a

process of transfer. In the third and final step, potential origins of difficulty to transfer best

practice are put forth. The subsequent section, titled "Predicting difficulties," illustrates the
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use of the framework to develop testable predictions. The paper concludes by circumscribing
the situations in which the model may apply best and plotting potential research avenues.

2. DIFFICULTIES TO TRANSFER BEST PRACTICE INSIDE THE FIRM: A FRAMEWORK

In this section, a framework to analyze the difficulties to transfer best practice inside the
firm is developed. The starting point for this framework is an elaborated version of the guiding
question of this paper: why [in a particular organizational context, a source's] best practice
may not transfer [to a recipientP? Best practice may not transfer because difficulties disrupt or
abort the gestation or efficient implementation of efforts to transfer best practice. (cf. Walton,
1975:3; Ounjian and Came, 1987:194). Thus, asking the guiding question in this more
elaborate way suggests three subsidiary questions:

1) How does best practice transfer?

2) How may difficulties during a transfer manifest themselves?

3) What are the origins of difficulty to transfer best practice? ie. what characteristics of the
organizational context, the source sub-unit, the transferred practice, or the recipient sub-unit
may account for difficulties experienced while transferring best practice inside the firm?

The next three sub-sections represent an attempt to answer each one of these questions.

2.1.	 How does best practice transfer?
Intra firm transfer of best practice is viewed as "an unfolding process consisting of stages in

which characteristic factors not only appear in greater or smaller degree . .. but also in a
certain order of occurrence" (Zaltman, Duncan and Holbek, 1973:53). Each stage is
characterized by the relative conspicuousness of particular organizational processes. Four
stages are suggested: "Awareness" of the existence of the best practice and of the opportunities
to transfer it, "Exchange" of the necessary knowledge and resources, "Adaptation" of the
practice to the particular requirements of the recipient sub-unit, and "Institutionalization" of
the practice in the new setting, ie. the receiving sub-unit.

Accordingly, the process is described as a sequence of four stages. Each stage of the
process is briefly characterized, and the main issues and sub-processes or activities that, during
that stage, are likely to be salient are enumerated. The description of the process is completed
with a specification of the events that mark the termination of one stage and the beginning of
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the succeeding stage, that is, with a specification of the transition-triggering events. The

discussion is summarized graphically in the figure below.

• Measure and Compere
• Understand and Share
• Examine Fearibility

• RE Comm. Cap	 • Coaching reeirient to
• Fill Teelnical Cup	 get vp to target

imgiemat, train	 performance level
• hum Smooth Rows 	 • Solving unexpected

problems in the new
setting

• Shepherding the
practice into routine
operatice

• Members continue
to know their job
and consent to do it.

Awareness Exchange Adaptation Institutionali
zation

	

Exchange
	 Transition to	 Umbilical

	

begins	 new practice	 cord
begins	 severed

2.1.1. The Awareness Stage

Transfer of a best practice will be attempted if there exist awareness of who does what well,

ie. of best results; awareness of how those results are reached, ie. of the best practice

underlying those best results; and finally, awareness of who may benefit from the transfer, ie.

of unmet needs of organizational sub-units that could gain from participating in the transfer of

that particular best practice. These three kinds of awareness facilitate the essential first step of

a transfer: matching potential recipients with potential sources.

Different processes generate these three different kinds of awareness. Awareness of best

results necessitates two fundamental processes: measuring and comparing. Measuring requires

relevant, timely, and comparable measures of performance. Furthermore, only with respect to

a benchmark do measurements of performance have any meaning. The benchmark may be

single or aggregated measures of the performance of other sub-units of the same organization

or an externally supplied yardstick from another organization (cf. Camp, 1989). Internal

comparisons become possible when all sub-units adhere to commensurable ways of assessing

performance, ie. measure the same aspects of performance in the same way. Comparison and

contrast of compatible measures of performance leads to the discovery of best results, or put

otherwise, of telling good from bad.

Once best results are identified, developing awareness of how and why these are achieved

requires analysis and sharing. That a sub-unit achieves superior results need not imply that this

sub-unit understands why or even how superior results are achieved. The once self-evident

rationale and detailed blueprint of a practice may have been replaced by taken for granted
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myths and entrenched habits because of the combined effects of repeated experience,
incomplete socialization of newcomers and turnover of key personnel. Furthermore, the
practice may have been modified in ways undocumented. Thus, in some cases the source may
need to understand anew why and how a practice works through careful analysis of the existing
work processes. Only if equipped with this understanding will a source unit be able to discern
the key components of its best practice and explain and teach them to a willing recipient. A
similar argument applies for the recipient unit. It needs to understand the workings of its own
practices prior to embarking in an effort to grasp the important concepts and procedures
underlying the source's best practice. An understanding of its own practices will allow
potential recipient to analyze and understand the comparative disadvantages of its own
practices vis-a-vis the newly discovered one. Besides understanding its own practices, the
source has to be willing and able to share its understanding and perhaps also the limitations of
this understanding with potential recipients. Thus, understanding and sharing are pre-requisites
for developing awareness of why and how best results are achieved.

Several informational processes contribute to the awareness of best results and of how and
why those results are achieved. Concrete means for exchanging information on this regard
include the use of specialized audit teams; formal and informal control procedures; company
newsletters or video-films; intra-company forums, participation in multi-unit task-teams,
conventions, conferences or presentations; and company-wide databases of best practice. In
addition, awareness may result indirectly from the rotation of personnel between sub-units,
organized periodic visits to other sub-units, continuous improvement efforts, total quality
management efforts, or reengineering efforts.

Informational processes increase the awareness of the organizational personnel not only to
existing knowledge and practices in other sub-units but also to their unmet needs thus exposing
opportunities for transfer. Uncovered opportunities for transferring best practice are likely to
prompt consideration of their viability. Their viability may be interrelated with the scope3 of
the transfer, the timing, the costs and expectations about the post-transfer performance of the
recipient and also about the level of support that the source sub-unit is willing to commit to.
Following the decision to pursue a seemingly viable opportunity to transfer best practice inside
the firm, formal documents may be prepared which describe the scope, timing, post transfer
environment of the recipient and what is very important, the mutual obligations of the
participants of the transfer -- ie. the "hand-off point" or how far does the source have to go
before it can handle the practice to the recipient (Ounjian and Came, 1987:198).
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In sum, the end of the awareness stage is marked by the decision to pursue a seemingly

viable opportunity to transfer best practice. This opportunity is identified by measuring and
comparing results and then by understanding and sharing the ways in which those results are
obtained. The decision to pursue a particular transfer may be taken in a centralized,
authoritative manner, or it may be voluntary, sometimes explicit but sometimes unobservable.
An empirical surrogate to the decision to transfer is the beginning of actual transfer of capital

resources, physical resources, or of human resources associated with the practices. Either one

of these events, an explicit decision or the actual flow of resources, mark the end of the
awareness stage and the beginning of the exchange stage.

2.1.2. The Exchange Stage

If the exchange stage begins after the agreement to effectuate a transfer, it ends when the

recipient is ready to start operations according to the transferred practice. Whatever happens in

between initial agreement and complete readiness is the domain of the exchange stage. During

this stage, resources, knowledge and people flow between the source and the recipient (and

maybe a third party). This stage is labelled exchange because the flow of knowledge, people,

and physical resources need not be unidirectional, ie. only from the source unit to the

receiving unit. Rather, these flows are likely to be bi-directional because the needs of the

recipient have to be conveyed to the source prior to the transfer, personnel from the recipient

unit may be sent to the source unit for "hands-on" training in-site and most likely some form

of compensation, either in the form of payment for know-how or some other form of kid-pro-

quo will flow from the recipient back to the source.

The exchange stage could be usefully conceived as a process of gap-filling (cf. Ounjian and

Came, 1987:199-200). At the onset of the exchange process, two gaps have to be filled before

the recipient could begin working according to the new practice. The first gap that must be

addressed before the transfer could take place is the communications gap. If the source and the

recipient had preexisting communication channels linking them, this gap may not exist or may

not be very significant. Otherwise it may need to be bridged by establishing new

communication channels. In any case, the key players in the recipient have to be identified and

common understandings have to be built up among them and the source individuals

participating in the transfer. The second gap that needs to be filled is the technical gap

(Ounjian and Came, 1987). Depending on how radical a departure from its existing practices

is the new practice, the recipient will have to hire new staff or retrain existing staff before it is

able to absorb knowledge from the source. The recipient may also need to acquire new

equipment, new systems, even brand new facilities to provide the necessary support for the
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new practice. The more radical the departure from existing practices the bigger this technical
gap is likely to be. Hiring new personnel, training existing personnel, acquiring new
equipment, new systems, and new facilities requires planning and committing resources
commensurate with the size of the technical gap. Thus, exchange is a process of filling the
communication gap and then the technical gap.

Meeting needs of the recipient is a large portion of the role of the source. Before it can
transfer knowledge to the recipient, the source may need to prepare blueprints of the new
practice, plan, implement and test support systems and customize these systems to the
particular needs of the recipient, and also lend or donate skilled personnel from within either
to the recipient unit. In addition the source may need to develop the capability to train on its
premises key workers from the recipient. When the recipient is large, the source unit may not
be able to train all the personnel of the recipient that needs to be trained but it will need at
least to train the recipient's own trainers and supply them with the necessary supporting
material.

All this preparatory supporting activity might need to be performed by the source without
seriously disrupting its normal operations. Likewise in the recipient unit, the inflow of
resources necessary for the new practice may coincide with the dismantling of the existing old
practice to be replaced. In this transitional atmosphere, the recipient unit may be required to
accommodate a "start-up" team from the source unit. Another important concern of the
exchange stage is the orchestration of the different flows between the donor(s) and the
recipient sub-unit. This orchestration may require the effort of a centralized inter-unit
coordinating entity.

Exchanges could be classified according to the role played by the recipient. This role can
range from complete passivity to usurpation of the role of the source. Alternatively,
exchanges could be classified by how far does the source goes to meet the recipient, ie. where
is the hand-off point. If the recipient is completely passive, ie. the hand-off point is at the
receivers' end, the source will document its own practices, implement the systems required by
the recipient, train the recipient's personnel, hire the recipient's new personnel, and even take
responsibility for building required premises. In the opposite case, all or most of this activities
will be the responsibility of the recipient. An usurping recipient will document the source
practices, will prepare its own training courses, will implement its own systems and will take
responsibility for building its own facilities.



11

In sum, during the exchange stage, a communication link is created between the source and
the recipient; the required systems, procedures, facilities are planned, implemented and tested;
and the personnel at the recipient unit is trained and new personnel may be hired. When the
exchange activities cease and all the pieces are in place, the recipient sub-unit is ready to begin
working according to the new practices, eg. the recipient's new production plants are ready for
"start-up," new processes are ready for "roll-over," new systems are ready for "cut-over". In
other words, the recipient is ready to effectuate the transition. The transition may be sharp or
it may be characterized by a period of time where both the new and the old practice co-exist
while the new practice gradually replaces the old practice. When the recipient unit begins
operating according to the newly acquired practices, the exchange stage has ended and there
begins the adaptation stage.

2.1.3. The Adaptation Stage

Much adaptation activity takes place before the adaptation stage is actually reached. Seeds
of adaptation are sown during the awareness stage (Buttolph, 1992) and these seeds begin to
germinate during the exchange stage (cf. Rice and Rogers, 1980). During the exchange stage
in particular, the source's practice might be adapted to suit the anticipated needs of the
recipient, to preempt problems experienced by other recipient during a previous transfer of the
same practice, or to help make the introduction of the practice less threatening to the recipient
unit (cf. Rice and Rogers, 1980:508-509; Buttolph, 1992:464). Yet, once the recipient starts
operating according to the new practice if something can go wrong it almost invariably will.
Implementation, it seems, "always involves the unexpected" (Chew, Leonard-Barton and
Bohn, 1991:7), and thus it is a period of "intense and difficult adaptation" (Baloff, 1970:132)
characterized by a certain amount of groping for solutions to problems posed by unexpected
and unsatisfactory consequences of introducing the new practice to the recipient. This groping
generally leads to alterations of and later corrections to the transferred practice (Rice and
Rogers, 1980:509) that may require mutual adaptation of both the practice and the features of
the recipient organization (cf. Leonard-Barton, 1988; Yin, 1979). In brief, during the
adaptation stage the recipient unit struggles to get off the ground, predominantly concerned
with identifying and resolving unexpected problems that hamper its ability to match or exceed
the post-transfer performance expectations.

When the recipient sub-unit begins operating according to the newly acquired practice, and
sometimes even shortly before, its performance will usually degrade thus comparing
disfavourably not only with its past one but also with its new benchmark: the performance of
the source unit from which the practice has been transferred (cf. Baloff, 1970; Adler, 1990;
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Galbraith, 1990; Chew, 1991; Chew et al., 1991). Disruption begins shortly before the
introduction of the new practice (cf. Chew et al., 1991) and lingers beyond the moment of
transition to the new practice. Loss of performance occurs primarily because an imperfectly
understood practice is introduced to an imperfectly understood organization, making adaptation
at this stage a necessary activity if projected levels of performance are to be reached.
Performance may degrade because the skills that the personnel of the recipient plant learned at
the source plant may have to be relearned at the recipient plant, or worst because personnel
that has been trained prior to the introduction of the new practice abruptly leaves the
recipient's organization thus requiring that new, sometimes scarce personnel be hastily hired
and trained adding to the problems of introducing the new practice. Furthermore, the
environment of the recipient organization may prove different from that of the source in
unexpected ways. Differences of weather, availability of raw materials, rules and regulations,
ways of dealing with organized labour, and unstable economic conditions may all be sources of
unexpected problems. Likewise, the culture of the recipient unit may differ from that of the
source unit, eg. different language or different shared norms and beliefs may cause initially
some confusion and ambiguity in the interpretation of work directives.

Because swift and effective resolution of unexpected problems is necessary for a successful
adaptation, knowledge and familiarity with the newly introduced practice may very well be the
key to weather unexpected adversities during the adaptation stage while containing adjustment
costs (Chew, 1991) and delays (Baloff, 1970). When this expertise is not available within the
recipient organization it may be available from other sources, such as from personnel of the
source unit or from other subunit's familiar with the practice, from especially assembled start-
up teams or from external consultants (cf. Baloff, 1970; Teece, 1977; Galbraith, 1990).
Experts, either resident or external to the recipient organization, may be pivotal in detecting
and ironing out initial problems, providing "interpretational backup" (Schwartz, 1982:46) for
ambiguous work directives, and resolving uncertainty due to missing information or inadequate
equipment. In these ways, experts help identify existing problems, solve somd of these
problems and anticipate and forestall incipient or potential ones.

Being crucial to contain costs and delays, securing the presence and active involvement of
experts for as long as it is needed is an important managerial concern during the adaptation
stage (cf. Baloff, 1970). It is not the only one. Other issues include securing a plan to guide
problem detection and resolution (Chew et al., 1991:12-13); avoiding the pitfall of over-
adaptation5 to prevent a seemingly straightforward adaptation to expand into a major project
(cf. Rice and Rogers, 1980; Tyre and Orlikowski, 1992); "spoon-feeding" the practice with
preselected resources so as to protect its fragile first instants from unnecessary disturbances;
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allowing ample opportunities for initial adaptation; and picking carefully the timing of the
switchover to the new practice. For example, it makes little sense to initiate a startup prior to
an acrimonious labor negotiation, during a scarcity of raw material, when development
engineers or skilled workers are unavailable or if product demand is temporarily inadequate to
maintain continuous operation (cf. Baloff, 1970). Finally, in dealing with unexpected problems
during the adaptation stage it is important to remember that events that would have a minor
effect in a stable organization can seriously disrupt the adaptation stage. Hence, solutions that
are effective during the adaptation stage may not remain adequate past this stage (cf. Baloff,
1970). For example, highly qualified but expensive expatriate workers may eventually be
replaced by local counterparts (cf. Schwartz, 1982).

As Tyre and Orlikowski (1992) argued, the adaptation stage presents a relatively brief
window of opportunity to explore and modify the new practice. Afterwards, modifications are
limited by the increasing routinization that occurs with experience. The new practice gradually
melds with the other practices and the context of the recipient unit embedding unresolved
problems into organizational practice. This happens because the energy and resources needed
to identify and solve problems are siphoned off by the pressure for production, "temporary"
workarounds become habitual, initial expectations are re-adjusted based on actual experience,
and temporary teams put together to support the adaptation disband as their members shift their
attention to attend to other pressing tasks. Tyre and Orlikowski concluded that the initial
episode of adaptation is especially important. Even though there may be many subsequent
ones, the initial decisions and directions made during that episode are major determinants of
the final form eventually assumed by organizational practices after the introduction and
integration of the new one.

Rather than ebbing gradually, adaptation efforts seem to abruptly fall off, sharply ending
the window of opportunity or initial episode of adaptation (Tyre and Orlikowski, 1992). At the
end of the initial episode of adaptation, if they haven't before, remaining personnel from the
source unit, startup teams, external consultants or subcontractors will most likely quit the
recipient unit, either because the practice is considered to have achieved an acceptable level of
performance, or because of other pressing commitments. Some problems may be left
unresolved. Thus, at this point, when the adaptation related activities abruptly peter out, the
formal "umbilical cord" linking the recipient unit to the source unit is likely to be severed and
the recipient unit will be left to deal with any remaining or future adversity largely on its own.
The end of the initial episode of adaptation marks the closing of the adaptation stage and the
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start of the fourth and final phase of the process of transfer of best practice: the
institutionalization stage.

2.1.4. The Institutionalization Stage

Past the first episode of adaptation, the new practice continues to shed its special status of
innovation and gradually becomes integrated as one more routine in the repertoire of the
recipient unit. This gradual institutionalization is incipient in every social situation continuing
over time. New practices become increasingly habitualized relieving individuals from "all
those decisions" (Berger and Luckman, 1966:53) making it unnecessary for each situation to
be "defined anew, step by step" (p. 54). As time passes, a shared history of jointly performing
the new practice is built up in the recipient unit, actions and actors become typified, and types
of actions are associated with types of actors. These shared meanings and behaviors facilitate
coordination of the activities making behaviors both understandable and predictable (March
and Simon, 1958; Nelson and Winter, 1982; Tolbert, 1987). Action and interaction become
stabilized (Berger and Luckman, 1966). Individuals become able to perform particular
behaviors and know what to expect if they do, respond with the same behaviors given common
stimulus, and form preferences for the behavior, ie. like or dislike it. As many people perform
the behavior they become aware of others' performance of the behavior which leads to
consensus about the appropriateness of the behavior, and finally, to the formation of more
abstract shared values about appropriate behaviors (Goodman and Dean Jr., 1982:230-233; see
also Goodman, Bazerman and Conlon, 1980). In this way, new behavior becomes
institutionalized, persists and is therefore predictable; its existence, together with that of all
other previously existing behaviors, is taken as a fact, as a part of the objective, taken for
granted reality (Berger and Luckman, 1966; Zucker, 1977).

The challenge of the institutionalization stage is to shepherd the practice into a state of
routine operation. This involves maintaining a delicate and comprehensive , truce in
intraorganizational conflict (Nelson and Winter, 1982:110), ie. a situation where members of
the organization are "content to play their roles in the organizational routine . . . [and where]
[c]onflict, both manifest and latent, persists, but manifest conflict follows largely predictable
paths and stay within predictable bounds." Thus, while this state of truce persists, if
organizational members continue to know their jobs and correctly interpret the messages they
receive, they will also do what they are told. Because over time a newly adopted behavior
gradually becomes habitualized, this will tend to persist unless its appropriateness is explicitly
questioned and reevaluated, requiring an affirmative "decision to continue" (cf. Goodman and
Dean Jr., 1982:270-271; Berger and Luckman, 1966; Tolbert, 1987). Events that seriously
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disrupt the routine will most likely evoke the decision to continue, and thus, the challenge of

the institutionalization stage entails keeping the routine under control by dealing with actual or

threatened disruptions of the practice (Nelson and Winter, 1982:112). More specifically, the

challenge requires that, whatever happens, members continue to know how and when to

perform their tasks, and what is no less important, that they stay motivated to do what they are

told.

Organizational members will continue to know (how and when to do) their jobs if old

members are periodically re-trained and new ones are effectively socialized (cf. Berger and

Luckman, 1966; Tolbert, 1987). The knowledge acquired early on by existing members might

decay and some form of re-training might be necessary. Because habitualized practice requires

little attention, re-training may serve to re-focus the attention of old-members on less salient

but important aspects of their tasks. In particular, the ability of a member to perform a

complicated role may need to be sustained through some form of periodic drilling when some

or all of the role's components are performed infrequently during normal routine operation

(Nelson and Winter, 1982). Likewise, habitualized activities have to be transmitted to new

members to insure that these members know how to perform their jobs in the context of the

organization. This socia1i7ation may be necessary even when new members are experienced

practitioners from an established profession because each organization that employs

professionals has its own specific set of applications and work policies and thus the

possibilities for advanced socialization are limited (cf. Tolbert, 1987:104). The speed by which

an organization grows or the intensity of turnover may influence the choice of socialization

methods. In a placid and stable environment an organization may rely on apprenticeship to

transmit knowledge to newcomers. However if the organization grows fast or if turnover of

personnel is high, there may not be enough mentors. This lack of mentors may require the

development of more formal socialization methods such as training courses or self-study

manuals and guides to insure that new organizational members are qualified for the job they

perform. Finally, it is important to note that knowledge exercised by members of the

organization is meaningful only in some context, ie. an organizational context which includes

equipment, structures and work environments (see Nelson and Winter, 1982:105). Thus,

assuming that the physical state of equipment and of the work environment does not undergo

drastic discontinuous change, re-training periodically old members and transmitting

habitualized behavior to new members will increase the likelihood that organizational members

will continue to know their jobs.

Organizational members will be more likely to continue to do what they are told if their

expectations are meth and if they have committed to perform the new practice (Goodman et
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al., 1980). Expectations set upon adopting a new behavior are more likely to be met if rewards
are distributed in a predictable manner by a visible mediator, satisfaction is derived from the
relationship with the initiator of change, and if the individual values are or become congruent
with executing the new behavior (Goodman et al., 1980). Satisfaction is also dependent on
whether career development practices respond to the experiences individuals have with the new
practice by helping individuals respond and adjust satisfactorily to the new job experiences,
problems and aspirations (Oldham and Hackman, 1980). Likewise, the new behavior is likely
to persist if individuals have freely, explicitly and publicly opted to perform the new behavior
(Salancik, 1977), those that have committed to perform the behavior are given repeated
opportunities to reaffirm their choice and antagonists are not forced to commit to not
performing the behavior. Goodman, Bazerman and Conlon (1980) argued that when
satisfaction with outcomes and commitment to performing the behavior prevail, ". . . there is
no conscious reevaluation [of the appropriateness of the new behavior]. It is even possible that
the individual will persist in performing the new behavior although the original rationale for
performing the behavior no longer exists" (p. 227).

New organizational members, however, will be more likely to do what they are told if they
understand why it is appropriate for them to perform the new practice, ie. they see the
rationalized myth (Meyer and Rowan, 1977) behind it, and also if this myth "makes sense" to
them? (Tolbert, 1987:103; see also Zucker, 1977). On this regard, socialization of new
members may not be necessary if "the desired behaviors are easy, comfortable, and obviously
functional from the new participant's perspective" (Goodman and Dean Jr., 1982:249-250).
But new work practices may contain elements that go "against the grain" of existing work
practices. In these situations, socialization of new organizational members is "badly needed"
(p. 250). However, when a practice is unwarrantedly arbitrary without a basis in reality, it will
rarely become institutionalized (Jacobs and Campbell, 1961; Weick and Gilfillan, 1971).
Finally, new members are more likely to be convinced to adopt the new practices if the
socializing agents themselves are strongly committed to the organization's practice (Goodman
and Dean Jr., 1982). Hence, newcomers to the organization will more likely do what they are
told if they are socialized into practices which have some grounding in reality, ie. are truly
functional, and also if the socializing agents are strongly committed to the existing practices.

The state of routine operation may be disturbed by individual lapses (Nelson and Winter,
1982), by unintended consequences of the new practices, or by variations in the environment
where the practice is performed. To maintain a state of routine operation under these
conditions it is important to have sensing mechanism that detects the incipient threats to routine
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operation and permits a recalibration of the situation to restore conditions that permit the
continuation of routine operation (Goodman and Dean Jr., 1982).

In some cases, continuation of routine operation may not be possible or even desirable. The
prevailing truce in intra-organizational conflict that makes routine operation possible may be
upset by an increase in the scale of the practice, by new demands for performance, by a
change in procedures, by the appearance of new unassigned personnel which provides extra
resources for handling outstanding problems, or when a new group of managers takes over,
thus providing an opportunity to rethink and refocus attention on outstanding problems (Tyre
and Orlikowski, 1992). This truce may also be upset when the existing practice is confronted
with a clearly superior alternative (Goodman et al., 1980), when long range ill-effects of a
practice become evident (Zaltman et al., 1973), when the rational for continuing to perform
the practice suddenly vanishes. The terms of the truce in intra-organizational conflict stem
partly from the control mechanisms of the organization but become increasingly specified as
the organization develops a shared tradition by responding to specific unfolding contingencies
(Nelson and Winter, 1982:111). The organizational response to the new contingency may lead
some individuals to resist the more specified version of the truce. Thus, preserving the truce
may require the need to discipline or remove disruptive individuals that do not accept the new
power distribution or other organizational facts accompanying the new practice (Pfeffer,
1981:299). In some cases, the social cost of preserving the existing practice may surpass its
value. If that happens explicit reevaluation may lead to the termination of the practice or its
replacement by a new one.

The institutionalization stage ends when the practice in the process of institutionalization is
replaced by a new practice or simply discontinued. In this sense, over time practices may ebb
and flow, and the adoption of one organizational practice is made possible by the divestment of
another (cf. Kimberly and Evanisko, 1981:710).

2.2.	 How may difficulties during a transfer manifest themselves?

As befits a complex undertaking, transferring best practice inside the firm is likely to
involve deadlines, budgets, expected results and uncertainty 8 . How much the transfer is
expected to last and to cost will probably reflect to some extent the degree of difficulty
expected in that particular transfer. Thus, an early warning of difficulties to transfer best
practice is provided by the size of the budget allocated to that transfer and by the planned
duration of the transfer.
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During the transfer, deviations from budget or from schedule will most likely be caused by
unexpected problems. Because there may be a considerable degree of uncertainty associated
with an attempt to transfer best practice, forecasted problems may never appear and
unexpected ones may surge during the execution. Unexpected problems during the execution
of the transfer are likely to inflate costs and delay progress. Thus, during a transfer and after
this is completed, the difficulties experienced are likely to be reflected in unplanned costs, ie.
budget overruns, and also in unexpected delays.

The ultimate consequence of insurmountable difficulties in the process of transfer is failure
of the entire effort. But as early as the exchange stage, long before the transfer is completed,
there may already be indications that the promise of performance improvement may not be
entirely, if at all fulfilled. These indications may take the form of an early compromise along
technical performance objectives, of a change in the implementer's perception of the value and
usefulness of the transfer, and of open or repressed but detectable expressions of dissatisfaction
by the receiving organization (Pinto and Mantel, 1990).

2.3.	 What are the origins of difficulty to transfer best practice inside the
firm?

The prospects of a transfer to succeed will depend to some extent on characteristics of the
source unit, the recipient unit, the practice transferred and the organizational context in which
these three elements are embedded. This section represents an attempt to isolate and discuss
some on these characteristics.

2.3.1. Source sub-unit as the origin of difficulty

Two characteristics of the source unit will influence the outcomes of a transfer: its
motivation to engage in the activities required for the transfer and how reliable a source of best
practice it is perceived to be by other sub-units of the organization.

The source sub-unit may have varying degrees of motivation to perform the many activities
required for the transfer. At different stages of a transfer, a source unit will perform different
acts. During the awareness stage, the source unit measures its performance, compares it with
that of other units, understand its own practices, shares this understanding with the other
subunits, and it may help in assessing the feasibility of a transfer. During the exchange stage,
the source unit invests in bridging the communication gap separating it from the recipient unit,
participates in planning the transfer, documents its own practices for transfer, implements the
recipient's support systems and trains its personnel. During the adaptation stage, the source
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helps the recipient troubleshoot its practices solving unexpected problems as these appear.
Although some of these activities, such as measuring its own performance, may be part of the
source's normal operation, and some others may be performed by the recipient unit rather than
by the source, the remaining activities will probably require temporary sacrifices of the
source's ability to sustain normal operations, sacrifices which the source sub-unit may or may
not want to undertake. The propensity of the source unit to perform these activities given their
cost may depend on whether the source considers itself capable of performing these activities,
whether it expects to be rewarded for performing these activities, and on how attractive are
those rewards9 . It is likely that to succeed, every transfer will require that the source perform
some if not all of these acts. Thus, the extent to which the source unit lacks motivation to
engage in those acts, ie. chooses not to perform some or all of them, will generate difficulties
for that particular effort to transfer.

But even if the source unit is unconditionally willing to collaborate in the transfer of best
practice, its expertise may not be sought at all or it may not be readily appreciated. As
Arrow(1971) pointed out, one general principle underlying the difficulties in the transmission
of knowledge is the lack of perceived reliability of the source. It is the example and advice of
those known personally and trusted that is apparently most potent in securing diffusion and
acceptance of new knowledge (cf. also Rogers, 1983). A source unit will be perceived as
reliable if it is perceived as technically capable, as able to accommodate to the needs of the
recipient and as having no hidden agenda (see Leonard-Barton and Rogers, 1981:9; see also
Berlo and others, 1970). A source unit will be perceived as technically capable if its superior
results are visible and stable over time, if it possesses the resources necessary to support the
transfer and if it appears to be certain about what has to be transferred (cf. Walton, 1975). A
source unit will be perceived as able to accommodate to the needs of the source and as having
no hidden agenda if it has needs comparable to those of the recipient, ie. if the source and the
recipient are homophilous (Rogers, 1983), mutually emphatic (Rogers and Bhowmik, 1970) or
structurally equivalent (Burt, 1987). When a reliable source unit is not perceived as such, valid
opportunities for a transfer may be overlooked because the source's achievements are
discounted. Furthermore, if valid opportunities to transfer from this source are nevertheless
pursued the degree of acceptance of the new practices by the recipient may be compromised.
Thus the lack of perceived reliability of the source unit may generate difficulties to transfer
best practice.
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2.3.2. The practice as the origin of difficulty

The less understood is a practice the more difficult it is to transfer. For a poorly understood
practice, it is more difficult to articulate and teach what needs to be transferred, it is more
difficult to predict problems that might be created by the recipient's environment and it is
more difficult to identify and solve unexpected problems when these arise. A poorly
understood practice is said to be causally ambiguous. Causal ambiguity is seen as the
fundamental characteristic of the practice behind the difficulties to transfer best practice inside
the firm.

Defining practice

Practice is simply what organizational members actually do. Two expressions in this
definition of practice require further elaboration: "organizational members" and "actually do".
The term "organizational member" is used to define a unit that can "accomplish something on
its own" (Nelson and Winter, 1982:98). Nelson and Winter use the term organizational unit
mostly to mean an individual, however, as they add, "it is sometimes convenient to think of an
organizational subunit as a 'member' of the larger organization."

The term "actually do" is used to differentiate actual routine practice from what
organizational members are supposed to be doing as detailed in a formal description of their
roles. Based on detailed ethnographic studies of service technicians, Brown and Duguid
(1991:41) noted that there exist some variance between a major organization's formal
descriptions of work, both in its training programs and in its manuals, and the actual work
practices as performed by the organization's members. Nelson and Winter use the expression
"nominal standards of the organization" (p.108) to refer to canonical practice. They warned
that routine operation should not be confused with performance according to the nominal
standards of the organization (p. 105). And as Brown and Duguid noted and Nelson and
Winter seem to imply, what people in organizations actually do rather than what the work
manuals say they do is what determines the organization's performance.

Hence, as defined, this notion of practice is compatible with Nelson and Winter's notion of
organizational routine. Thus, like an organizational routine, organizational practice could be
seen as a manifestation of organizational knowledge, having a tacit component partly
embedded in individual skills and partly in collaborative social arrangements. This tacit
component cannot be transferred but has to be acquired through learning by doing. This
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suggests that practice has a monolithic nature that defies complete articulation, rendering it an

irreducible level of analysis.

Causal ambiguity as the fundamental source of difficulty

Replication of best practice could be described in economic terms as the replication of an

existing production function that is "at the frontier of technological know-how" (see Albach,

1980:58). The theory of uncertain imitability advanced by Lippman and Rumelt (1982, see

also Rumelt, 1984) suggests that there may be some irreducible uncertainty connected with an

attempt to replicate a production function. Because of this irreducible uncertainty, the efforts

to equilibrate rents between the existing production function and the replicated one may fall

short of complete success. Lippman and Rumelt further explained that uncertainty in the

replication of a production function is most likely to result from ambiguity about what the

factors of production are and how they interact during production. As Rumelt (1984:562)

explains it, ". . . if the precise reasons for success or failure cannot be determined, even after

the event has occurred, there is causal ambiguity (italics added) and it is impossible to produce

an unambiguous list of the factors of production, much less measure their marginal

contribution." Therefore, "in the pure theory of uncertain imitability, the isolating

mechanism'° is causal ambiguity." (p.567)

Thus, the theory of uncertain imitability suggests causal ambiguity as the fundamental factor

behind the potential difficulties that might be experienced during a process of transfer or

replication of best practice. In the rest of this section a constitutive definition (Kerlinger, 1986)

of causal ambiguity is proposed.

Causal ambiguity is related to four underlying factors: Tacitness, Complexity, Robustness

and Integrity. Tacitness can be defined at the level of the individual and at the level of the

organization. At the level of the individual, Polanyi (1962:49, quoted in Winter, 1987:170-

171) explained that skills are often highly tacit in the sense that "the aim of a skillful

performance is achieved by the observance of a set of rules which are not known as such to the

person following them." The polar opposite of tacitness is full articulation. Fully articulated

knowledge can be entirely communicated in symbolic form by the possessor to another person.

Knowledge at the level of the organization may be tacit if some of its members possess skills

which are tacit or if coordinated collective action is achieved by rules that are not known as

such to most participants (Winter, 1987; Kogut and Zander, 1992). Tacit knowledge may be

nevertheless taught through model performances and supervised imitative learning. Because

articulation of knowledge is costly, knowledge that could in principle be articulated, in
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practice it is not. Reed and deFillippi (1990:91) suggested that tacitness of individual skills
generates ambiguity because the relationship between actions and results of a skilled individual
remain less apparent. They also suggested that it would be sensible to expect ambiguity to
increase with the degree of tacitness.

In a pragmatic sense, complexity is the degree to which a practice is perceived as relatively
difficult to understand and to adopt (Rogers, 1983:230). In a work practice, the perception of
complexity may be related to the number of occupational specialties and on their
professionalism (Zaltman et al., 1973:178), to the number, novelty, and technological
sophistication of new features and improved concepts introduced (Walton, 1975; Tyre, 1991)
and to how it compares with the existing practice that it will replace (Galbraith, 1990; Tyre,
1991). At a more abstract level, Winter(1987:172) defined complexity as having to do with the
amount of information required to characterize the practice. By amount of information Winter
meant the alternative possibilities from which a particular case must be distinguished. Kogut
and Zander (1992:388) elaborated on Winter's definition of complexity by contrasting it with
the notion of order. Following Pringle(1951), they defined complexity as the number of
parameters required to define a system. Simon(1962) clarified the relationship between
complexity and causal ambiguity, "In such [complex] systems, the whole is more than the sum
of the parts, . . ., in the important pragmatic sense that, given the properties of the parts and
the laws of their interaction, it is not a trivial matter to infer the properties of the whole"
(p.468). Reed and deFillippi (1990) argued that the interaction between the components of a
practice generates uncertainty beyond the uncertainty generated by each of the individual
elements, and therefore ambiguity is likely to increase with complexity at a greater than
arithmetic rate.

Robustness of an organizational practice is the relative insensitivity of the practice to
variations in the environment in which it is performed. A robust practice is by definition more
reliable and more tolerant to environmental variations. This makes it inherently transferable to
another site with minimum uncertainty about its functioning in the new environment. Nelson
and Winter (1982:113-115) argued that organizations are open systems than must transact with
their environment for survival, and thus in the normal course of operations current inputs of
various kinds flow in, and outputs flow out. An organizational routine is an order that can
persist only if it is imposed on a continually changing set of specific resources. When the
environment does not cooperate in providing the adequate resources the practice may become
less effective. To subsist in these conditions a practice need to have built in damage controlling
mechanisms. Nelson and Winter suggest three such mechanisms: selection of suitable inputs
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from the environment; modification of inputs to make them suitable for the requirements of the
routine; and monitoring the practice in order to detect deviations from the norm and to invoke
the "select" or the "modify" mechanisms. As a last resort, the practice itself may need to be
adapted to make it more tolerant to environmental variations. The robustness of a practice is
likely to increase with its age and the number of different applications. As Teece (1977:248)
argues, the older is a manufacturing capability, the higher the chance that problems have been
ironed out, that the blueprints describing the capability are more stable and secure, and that
more individuals have had the opportunity to acquire the non-codified portion of the
knowledge. The number of applications of the practice gives the organization opportunities to
experiment with the basic parameters of design. Galbraith(1990) found that the more mature a
technology was the less productivity problems it would cause, because the salient man-machine
relationships are understood and improved upon the longer a technology has been
commercialized. Thus, we could sensibly expect ambiguity to decrease with robustness.

Finally, integrity is the degree to which the practice selected for transfer is a genuine
cohesive whole. It can be operationalized as the proportion of elements of a practice that are
selected for transfer. Integrity is the degree that all the essential components of a practice are
walled in, and wrapped up for transfer. Perhaps the clearest lesson from efforts to transfer
innovations in work practices was that separate elements, though concrete and visible, do not
transfer to other settings very well. Rather the "new system must be seen holistically; it cannot
be disassembled and transferred in parts" (cf. Ulrich and Lake, 1990:240). If the boundaries of
a capability are not respected it means that some essential components for its smooth
functioning will not be transferred and must be replaced with alternate components in the
receiving unit. This is likely to reduce the smoothness of its functioning (March and Simon,
1958; Nelson and Winter, 1982; Levitt and March, 1988). To the extent that the omitted
element was interdependent with other elements and these interdependences are not
recognized, causal ambiguity in the functioning of the transferred capability will increase. The
form of the relationship integrity-ambiguity is intimately dependent on the specific
characteristic of the transferred system, however we would venture that this relation is likely to
be curvilinear peaking for an intermediate level of integrity.

In sum, the transferability of an organizational practice will decrease with the degree of
irreducible uncertainty or causal ambiguity associated with that practice". It is suggested that
causal ambiguity will increase with increases in the degree of tacitness of the practice and with
increases in the complexity of the practice. It is also suggested that causal ambiguity will
decrease with increases in the level of robustness of the practice and with increases in the level
of integrity of the practice selected for transfer. Essentially, more than absence of know-how,
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causal ambiguity signals the absence of know-why: why something is done, and why a given
action results in a given outcome. If the practice cannot be precisely reproduced elsewhere
because of differences in environmental conditions and if there exist causal ambiguity about
the inner workings of the practice then problems that arise in the new environment have to be
solved in-situ through a costly process of trial and error. As Paul Adler (1990:951) argues,
especially when a practice is highly technologically sophisticated, "its 'reach' into poorly
mastered process techniques, is such that any substantial divergence of process designs risks
multiplying operational problems beyond manageable levels." Thus, with an increase in the
level of causal ambiguity associated with an organizational practice the likelihood of a
successful transfer will correspondingly decrease.

2.3.3. Receiving unit as the origin of difficulty

Three characteristics of the recipient unit will influence the outcomes of a transfer: its
motivation to adopt a new practice and engage in the activities required to do so, its ability to
absorb and apply the new knowledge and its ability to achieve and sustain routine operation in
performing this new practice.

The recipient sub-unit may have varying degrees of motivation to adopt a new practice and
to perform the many activities required for the transfer. At different stages of a transfer, a
recipient sub-unit will perform different acts. During the awareness stage, the recipient unit
measures its performance, compares it with that of other units, understand its own practices,
absorbs the source's understanding, and analyzes the feasibility of transfer. During the
exchange stage, the recipient unit invests in bridging the communication gap separating it from
the source unit, participates in planning the transfer, implement the systems and facilities and
assigns personnel to be trained. During the adaptation stage, the recipient troubleshoots its
practices solving unexpected problems as these appear. During the institutionalization stage the
recipient is concerned with insuring that people continue to know their jobs and to consent to
keep on doing their jobs. The propensity of the recipient unit to perform these activities may
depend on whether it considers itself capable of performing these activities, whether it expects
to be rewarded for successfully performing these activities and on how attractive are those
rewards12. The calculation of rewards includes an evaluation of switching costs. The
motivation of a receiving unit to accept practices from another sub-unit and engage on the
activities necessary to make it happen may prove critical to insure successful transfer. Lack of
motivation may result in foot dragging, passivity, feigned acceptance, hidden sabotage, or
outright rejection of the new practice by the personnel in the recipient unit (cf. Zaltman et al.,
1973). This resistance may manifest itself during each one of the different activities that the
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recipient has to perform. Thus, lack of motivation of the recipient unit to adopt the new
practice may be a formidable source of difficulties to transfer best practice.

A motivated recipient unit needs also to have the technical and the managerial competence

and the resources necessary to absorb new knowledge, ie. to recognize its value, to assimilate
it, and to apply it to commercial ends. As Cohen and Levinthal (1989; 1990) argued the ability
to exploit outside sources of knowledge is largely a function of the level of prior related
knowledge. At the most elementary level, this knowledge includes basic skills, a shared
language, or up to date information on the most recent scientific or technological development
related to a given practice. For example, Dewar and Dutton (1986) findings suggest that
extensive knowledge depth (which they measured as the number of technical specialists) is
important for the adoption of both radical and incremental innovations. Likewise, Pennings
and Harianto (1992) found that previous experience with computers and telecommunications
increased the likelihood of whether a bank will adopt video-banking services. Galbraith (1990)
found that previously cumulated experience accepting other transfers, which he operationalized
as when more than three previous transfers had taken place reduced the cost of the next
transfer. Walton (1975) found that "how-to" knowledge was critical for the adoption of an
improved work practice. Finally, Nord and Tucker (1987) argued that to successfully
implement an innovation, an organization had to display "technical readiness" (p. 313), ie. it
had to know what technology to use, how to use it, and how to judge its effectiveness in using
it. They found that lack of technical readiness was self-perpetuating, because organizations
lacking technical readiness were not able to recognize their inadequacies. Managers did not
know what questions to ask, how to ask them, and whom to ask. And the technical people
lacked the ability to recognize what the requirements would be. In sum, prior related
knowledge confers to the organizational sub-unit the ability to recognize the value of new
information, assimilate it, and apply it to commercial ends. Following Cohen and Levinthal
(1990) we call these abilities collectively the "absorptive capacity" of an organizational sub-
unit (p.128).

Critical prior knowledge includes not only substantive, technical knowledge but it also
includes awareness of where useful complementary expertise resides within and outside the
organization. This sort of knowledge can be knowledge of who knows what, who can help
with what problem, or who can exploit new information (Cohen and Levinthal, 1990:133-
134). Pennings and Harianto (1992; 1992a) found that linkages with providers of computer
hardware and software firms were positively related to the likelihood of adoption of a
videotext in banking. In their study, technological networking was the best predictor of the
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adoption of innovations. Similarly, Nord and Tucker (1987) argued that the mechanisms that
enabled diverse expertise to be applied effectively when and where needed, a mechanism that
they called "social competence" (p. 314), was a critical requirement for the successful
implementation of an innovation.

If the receiving unit lacks absorptive capacity, ie. does not have the technical and the
managerial competence or the resources necessary to absorb new information, ie. to recognize
its value, to assimilate it, and to apply it to commercial ends, it may be necessary to develop
that capacity prior or during the process of transfer. When absorptive capacity has to be
developed during the process of transfer, significant extra costs and delays are likely to be
incurred by the organization. And because building the required absorptive capacity may turn
out to be unfeasible during the duration of the transfer, the entire transfer effort may fail.

Finally, even if the new knowledge is successfully put to use, and post transfer performance
targets are achieved, Rogers (1983:365) reminded us that "discontinuance of an innovation can
occur during the routinizing stage . . . ," and Nord and Tucker (1987) suggested that during
this period of routinization the innovation proves itself either "a success that becomes the status
quo or a practice that disappears in some shift of organizational priorities" (p. 9). Goodman
and Dean (1982:228) argued that the most optimistic bottom line of a decade of projects
designed to improve overall organizational effectiveness is that, although initially successful,
these projects often did not persist over time.

The ability of an organization to achieve routinization of a successfully adapted and
implemented practice reflects its retentive capacity. Achieving routinization requires that the
organization provides repeated opportunities for its members to commit to perform the new
practice, carefully orchestrates its training and socialization efforts to insure that its members
continue to know how and when to perform their jobs, and also administers rewards and
skilfully resolves unfolding contingencies so that members of the organization continue to want
to perform their jobs. This requires also close monitoring and recalibration of potentially
disruptive developments (see discussion of the institutionalization stage). When this ability is
lacking, unexpected obstacles in the way to routinization may cause a discontinuation of the
practice and possibly a reversion to the old status quo.

2.3.4. Organizational context as the origin of difficulty

Transfers happen in organizational contexts. In some a transfer will be more practicable
than in others. Specific characteristics of a context may facilitate the initiation and the
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successful completion of a process of transfer. A seed for a transfer exist when potential

sources of best practice coexist in the organization with potential recipients that could profit

from assimilating those practices. The seeds are all the potential pairings between sub-units

that could lead to beneficial transfers. The same seed that grows into a fully fledged transfer in

one organizational context, may develop into a timid but unconsequential attempt to transfer

that fizzles out of existence in a second context, and may remain a seed, maturing no further in

a third one. To the extent that the development of an opportunity to transfer best practice in an

organizational context resembles the germination of a seed in a seeding ground, an

organizational context that facilitates the development of an opportunity to transfer will have a

quality similar to the fertility of a seeding ground. In this sense, the fertility of an

organizational context will determine how easy it is for opportunities to transfer to develop

into accomplished transfers.

To help make this notion of fertility of an organizational context more specific and

concrete, it may be useful to examine what features of the organizational context will facilitate

the progress of a transfer at each of the different stages, ie. support the germination process of

a transfer seed.

During the awareness stage a fertile organizational context should facilitate the development

of three kinds of awareness: awareness of best results, awareness of how and why these results

are achieved, and awareness of unmet needs of the organizational sub-units. The development

of awareness of best results requires measurement and comparison of performance. Effective

measurement of sub-unit performance requires relevant, timely, and comparable measures.

Effective comparison requires that shared values and norms of behavior encourage or enforce

overt comparison of results. Awareness of best results is further enhanced when best-in-class

sub-units are recognized as such through rewards or internal and possibly external publicity.

Awareness of how and why results are achieved requires analysis and sharing. Effective

analysis may be facilitated by staff units or by external consultants. Effective sharing requires

that improvement of operations obtained by copying and adapting practices from other sub-

units be seen as appropriate 13 as that obtained from a sub-unit's own creativity, and that

decline of status does not automatically follow from the admission of an unmet need, of an

unresolved problem or of the actual limits of a source's sub-unit idealized superiority.

Effective sharing requires also that the monitoring and reward systems do not encourage

excessive competition nor excessive cooperation between sub-units and that sub-units believe

that despite natural variations of environment and technology one sub-unit can always learn

from another (see Chew, Bresnahan and Clark, 1990:156-157; Hayes and Clark, 1985).

Effective sharing is further enhanced when the source unit and the recipient unit are
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reciprocally interdependent (Thompson, 1967) because the source unit may find itself in the

receiving end of another transfer and its refusal to share may be reciprocated during a future
exchange. Finally, which ones of the seemingly feasible opportunities to transfer blossom into

fully fledged proposals or initiatives and how fast they do so will depend on the features of the

various organizational and administrative mechanisms put in place to support the current
corporate strategy, ie. "what does the organization wants its managers to do" (Bower, 1970;
Burgelman, 1983).

During the exchange stage, features of the organizational environment may facilitate the
process of bridging the communication gap between the source and the recipient sub-unit and

of filling the technical gap of the recipient unit (see discussion of the exchange stage). A

corporate office or an external consultant may facilitate the establishment of the

communication link between the source and the recipient, overcoming difficulties generated by
bathers of language, culture, or technical knowledge. In an environment where inter-unit

collaboration is frequent, the communication gaps are likely to be smaller. Moreover, when

the process of filling the technical gap requires the reassignment of key personnel, specialized
training or intricate logistics, coordination and assistance may be supplied by specialized
departments at the corporate level (Argote, Beckman and Epple, 1990; Chew et al., 1990).

During the adaptation stage, the organizational context may provide additional sources of
expertise to solve unexpected problems. This expertise may come from corporate, from other

sub-units and from external consultants. During the institutionalization stage the organizational

environment is, for the recipient organization, the ultimate source of legitimation of the new
practices. Continuation and routinization of the practice will partly depend upon whether it
continues to be encouraged and rewarded within the organization and whether there is a clear

and compelling rationale for how it contributes to the goals of the organization. In some

contexts, the encouragement and rationale will be stronger than in others.

In sum, the characteristics of the organizational context translate into what could be

described as its fertility. In a fertile organizational context, seeds or potential opportunities for

best practice transfer will develop faster and more easily. The above discussion suggested ways
in which the monitoring and reward system, resource allocation processes, shared norms and
values of the organization and available sources of coordination and expertise can facilitate the

growth of a particular transfer opportunity. If the organizational context is unfertile, this will
be primarily reflected in lower awareness of opportunities to transfer best practices, in higher
difficulties for completing the processes of exchange and in sustaining the new practice once it

has been adopted.
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3. PREDICTING DIFFICULTIES

The elements of the framework developed in the previous section are now combined to
develop specific predictions of paramount sources of difficulty likely to be experienced during
a transfer. This is done by first noting that the principal source of difficulty is likely to differ
at different stages of the process. Based on that assumption, four specific predictions are
developed, one for each of the different stages of the process of transfer.

3.1.	 A model: different stages, different sources of difficulty.

Different sources of difficulty are more likely to be operative at different stages of the
process of transfer (cf. Zaltman et al., 1973:85-94; Zmud, 1982:1422; Ounjian and Cane,
1987; Souder, Nashar and Padmanabhan, 1990). Or put differently, the stage of the process of
transfer moderates the association between the different sources of difficulty and the actual
difficulties experienced. This observation suggests one form in which the elements of the
proposed framework could be combined to develop specific predictions. The resulting model is
depicted in the figure below.

Practice	 Soiree Unit
	 Recipient Unit 	  Org. Comtezt

3.2.	 Predicting paramount sources of difficulty.

The most effective way to predict and overcome difficulties during a transfer is to identify
and address successfully the paramount sources of such difficulties at each stage. It is thus of
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value to attempt to identify such sources of difficulty so that limited resources could be best
deployed to resolve or preempt difficulties to transfer best practice inside the firm.

The paramount source of difficulty during the awareness stage is the lack of relevant,
timely, and comparable measures of performance. When measures are irrelevant, ie. not
aligned with the desired results, "best results" may not be correlated with best practice. For
example, a sub-unit operating in a lenient environment may be more profitable yet less
efficient than another sub-unit operating in a more demanding environment. When best
practice is defined as most efficient practice, the extant measures of performance based on
profitability will point to the most profitable unit but not to the most efficient, thus failing to
identify best practice (cf. Johnson and Kaplan, 1987; Chew et al., 1990). Irrelevant measures
could even result in missed opportunities to transfer best practice. When relevant measures are
available these should be also timely and comparable. When measures are untimely these may
mislead comparison of sub-unit's performance because these comparisons are based on a
remote reality, especially when reality is fast paced. And even if relevant and timely, when
measures are not comparable or when comparison of measures requires complicated
calculations, special skills or additional information, comparison of results may be unfeasible
on a regular basis and the conclusions from such an elaborate comparison may be perceived as
manipulative, less credible and therefore may be challenged and sometimes even openly
resisted (eg. Jacobson and Hillkirk, 1986:229). Consequently, the lack of relevant, timely, and
comparable measures of performance may retard or even mislead the generation of awareness
of best results and of unmet needs. When mislead, even the most impeccable efforts to
understand and share identified "best practice" or to study the feasibility to transfer this
supposedly superior practice will yield disappointing results. Hence the prime importance of
relevant, timely and comparable measures. Because, measurement systems are most likely to
be a part of the organizational context then:

Proposition 1: The failure of the organizational context to provide relevant, timely and
comparable measures of sub-unit performance is the paramount cause of delays in generating
awareness, of increased cost for generating that awareness and of innapropriate initiatives to
transfer practice within an organization.

The paramount sources of difficulty during the exchange stage are the lack of perceived
reliability of the source unit and the absorptive capacity of the recipient unit. Bridging the
communication gap is critical to the success of the exchange stage. Successfully bridging this
gap affords the recipient unit the possibility to articulate its needs to the source sub-unit. When
the source sub-unit understands the needs of the recipient it can implement or at least assist the
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implementation of the recipient's support systems and the training of its personnel. In Ounjian
and Carne's (1987) study, unsatisfactory communication between source and recipient emerged
as the block which transfers were more likely to stumble (p. 198). Successful communication
is more likely when the source sub-unit and the recipient sub-unit are homophilous (Rogers,
1983:274-277) or when the source unit is able to "step in the shoes" of the recipient, ie.
behave as if it were homophilous to the source. This is an important facet of the perceived
reliability of the source. Successful communication is more likely also when the recipient sub-
unit is knowledgeable about its current operation and its unique requirements, and is able to
articulate those. This is an important facet of the recipient's existing endowment of knowledge
or absorptive capacity. Lack of effective communication will difficult the planning,
implementation and training activities and will probably complicate the coordination of the
exchange process. Under these circumstances it is also likely that unresolved problems will
carry over to the adaptation stage (see Galbraith, 1990) and the initial performance of the
practice at the recipient's end will be lower (see Levy, 1965; Chew et al., 1991). Thus,

Proposition 2: The recipient's inability to communicate its needs to the source, because it
cannot articulate its needs (lack of absorptive capacity) or because the source is unable to
understand the recipient's perspective (lack of perceived reliability of the source) is the
paramount cause of delays in filling the technical gap, of increased cost of filling the technical
gap, of lower initial performance of the best practice at the recipient location and possibly of
additional problems during the adaptation stage.

The paramount source of difficulty during the adaptation stage is the causal ambiguity of the
transferred practice. The degree of difficulty experienced during the adaptation stage is
primarily a function of the number and importance of unexpected problems that have to be
unraveled before the receiving unit achieves post-transfer performance targets. Unexpected
problems will most likely accompany the performance of a causally ambiguous practice in a
uncooperative new environment. As explained by Nelson and Winter (1982:115), ". . . the
less that is known about what input characteristics are relevant and the more difficult it is to
detect the relevant characteristics, the more likely it is that the only symptoms of adverse
change in input characteristics will be inexplicable difficulties in carrying out the routine."
Solving unexpected problems is likely to cause unplanned delays and increase the cost of
achieving post-transfer performance targets. Also, because some of the problems may be
unsolvable in the time or resource frame of the transfer, expectations for post-transfer
performance may have to be deflated. Because the lack of ability to resolve problems will be
detected only if there are problems that need to be solved:
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Proposition 3: The causal ambiguity of an organizational practice is the paramount cause of
delays in achieving post-transfer performance targets, of increased cost for reaching post-
transfer performance targets and of reduced expectations for post-transfer performance.

The paramount source of difficulty during the institutionalization stage is the lack of
retentive capacity of the recipient unit (see discussion of retentive capacity of recipient). The
most important component of the retentive capacity is the ability of the recipient unit to
continuously sense the performance of routinized acts to detect individual lapses of
performance and redress their consequences. As Goodman and Dean (1982:241) explain,
"[a]bsence of any mechanisms [sic] prevents possibilities for recalibration. If forces initiate a
process of deinstitutionalization and if no sensing mechanism exists, nothing will abate the
decline." Thus,

Proposition 4: The absence of sensing and recalibration mechanisms in the recipient unit is
the paramount cause of delays in achieving and maintaining routine operation, of the cost of
redressing the impact of deviations from routine operation and of lower likelihood of
persistence of an acquired best practice in the recipient organization.

4. CONCLUSIONS

Why best practice may not transfer? This paper has tried to answer this question by
addressing three subsidiary ones: 1) How does best practice transfer? 2) How may difficulties
during a transfer manifest themselves? 3) What are the origins of difficulty to transfer best
practice inside the firm? The suggested answers to these three questions delineate a framework
that could be used to predict systematically the sources of difficulty to transfer best practice
inside the firm. One concrete model is constructed out of this framework based on the
observation that different sources of difficulty may be operative at different stages of the
process of transfer. From the resulting model, four testable propositions are advanced about
the dominant or paramount sources of difficulty at each stage of the transfer.

The framework is grounded in a broad review of studies of related phenomena that inform
the transfer of best practice inside the firm, in the inquiries and wisdom of other researchers14,
in the experience and observations of numerous talented practitioners involved with this
phenomena, and also in an in-depth clinical and empirical inquiry carried on by the author.
The starting point of the analysis leading to this framework is a reliably identified practice
which has significant impact on the performance of the organization. How this practice comes
to be identified and its performance measured in the first place is an important issue which
falls beyond the scope of the framework.
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The framework applies best when it is used to analyze dyadic exchanges of knowledge

between a source and a recipient sub-unit, exchanges in which the identity of both sub-units

clearly matters. This situation is to be contrasted with one in which knowledge is diffused to a

large population of recipients, large enough to make it unfeasible to attend to the idiosyncratic

needs of even a representative portion of these recipients. Both of these situations are logical

ends of a continuum of transfer situations (see Leonard-Barton, 1990). Although the pure case

analyzed in this paper seems to have many empirical counterparts, the dominant situation by

far seems to be one in which one source simultaneously transfers knowledge to many recipients

but the number of recipients is small enough so that the identity of all or most recipients

matters. This suggests future research directions in which this framework, once validated,

could be extended. Some specific issues raised are: How does the process of transfer changes

when there are multiple recipients? How may difficulties manifest themselves in this new

situation? and finally, Does the interaction between the different recipients creates new sources

of difficulty beyond those identified in the current framework?

Sparse but unequivocal evidence suggests that the economic benefits that could be reaped

from effective intra-firm transfer of best practice are enormous (eg. Chew et al., 1990). Thus,

the managerial problem becomes one of finding organizational arrangements that foster the

transfer of best practice so as to reap those benefits. It is hoped that the present framework

provides a way for practitioners to understand how does a transfer happens, and what kind of

problems are likely to be encountered as the process unfolds in their organization. In turn, this

will permit them to grasp how and when do different organizational arrangements facilitate or

hinder the transfer process. The present framework, however, offers little in terms of

recommending specific organizational arrangements. This is still largely an idiosyncratic

matter of discovery by trial and by error. Yet, a better understanding of the process can help

design better trials and avoid expensive errors. Thus, this framework will prove useful to

practitioners to the extent that it speeds up and reduces the cost of the sometimes painful

groping towards organizational arrangements that foster the transfer of best practice inside a

particular firm.

When best practice does transfer inside the firm, more sub-units of the organization acquire

knowledge already existent within the organization's boundaries. When this happens, the

breadth of the organization's learning is said to increase (see Huber, 1991:89-90). Conversely,

when best practice does not transfer, a gap develops between what it is known within the

organization and what is actually put to use. The results of lesser performing sub-units can

improve if these assimilate and apply knowledge which already exists within the boundaries of

the organization. Thus, in an organization where best practice does not transfer, the lesser
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performing sub-units would seem to behave as if they don't know what the organization
knows, judging from the performance of the organization's best sub-units. Thus, the empirical
observation that best practice does not always transfer suggests an intriguing research question
for the domain of organizational learning: Why organizations don't know what they know?

2Based on the assumption that the process of best practice transfer is usually a dyadic exchange, attention is

directed to four entities. These are the practice to be transferred, the source sub-unit, the receiving sub-unit, and

the larger organizational context in which these three elements are embedded (cf. Teece, 1977; Leonard Barton,

1990; Williams, 1990; Ounjian, 1987).

3What elements of the source's practice are to be transferred and if the recipient is a large and complex

organization on its own right then scope considerations also include in which parts of the recipient will the new

practice be implemented, and in what sequence.

4This dimension for classifying transfers is suggested by Leonard Barton (forthcoming). In studying internal

technology transfer in new product and process development she found that the major variant differentiating the

modes of technology transfer in her sample is the role that the recipients play in the interaction.

5Rice and Rogers (1980) suggest that over-adaptation may occur because the personnel of the recipient unit

may be insufficiently familiar with the practice, because of efforts to preserve pride of ownership and status, or as

a result of hidden resentment.

6More precisely put: if expected outcomes and actual outcomes stay congruent or if congruence deteriorates

slowly (Goodman, 1980; Van de Vol, 1986:595).

7Florida and Kenney (1991:389) argue that socializing new managemers has been the source of recurring

adaptation problems at the transplants of Japanese car manufacturers operating in the U.S. The institutionalization

of the Japanese production organization and management was compromised by the difficulty of American middle

managers, especially those recruited from U.S. automobile corporations, to shed their previously formed attitudes

and prejudices toward factory workers.

8This discussion proceeds along the lines of current thinking in complex project management. See, for

example, Randolph and Posner (1988) or Pinto and Mantel (1990).

90r more precisely put, Valence-Instrumentality-Expectancy theory (Vroom, 1964; Porter, 1967; see also

House, 1971; Pinder, 1984) predicts that the forces propelling the sub-unit to choose one way or the other are

influenced by five factors: 1) the intrinsic satisfaction derived from the act 2) the strength of the sub-unit's belief
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that it can succeed at doing it. 3) the intrinsic utility or satisfaction derived from a successful outcome 4) the

extent to which success in performing the act is conducive to desired second-level outcomes, such as reward,

recognition, or status 5) the satisfaction or utility associated with those second-level outcomes.

10Rumelt called "isolating mechanisms" any phenomena that limit the ex-post equilibration of rents between

the two production functions.

11 It is important to distinguish between the irreducible causal ambiguity surrounding a practice and the actual

level of causal ambiguity surrounding a practice within the company which might by higher. Irreducible causal

ambiguity is the state-of-the-art knowledge of the practice as displayed in "best practice" firms.

120r more precisely put, Valence-Instrumentality-Expectancy theory (Vroom, 1964; Porter, 1967; see also

House, 1971; Pinder, 1984) predicts that the forces propelling the sub-unit to choose one way or the other are

influenced by five factors: 1) the intrinsic satisfaction derived from the act 2) the strength of the sub-unit's belief

that it can succeed at doing it. 3) the intrinsic utility or satisfaction derived from a successful outcome 4) the

extent to which success in performing the act is conducive to desired second-level outcomes, such as reward,

recognition, or status 5) the satisfaction or utility associated with those second-level outcomes.

131 thank Prof. Tod Jick for this insight.

t4The author would like to thank especially Andrew Campbell, Todd Jick and Richard P. Rumelt.
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