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Abstract: This paper investigates the process and strategies used by a pharmaceutical MNE in Egypt to
acquire, assimilate, transform, apply and protect its knowledge for the purpose of achieving innovation.
The analysis is conducted through the lens of absorptive capacity theory and based on seven interviews
with key stakeholders to explore how knowledge protection practices and supporting mechanisms were
applied to achieve innovation and organizational effectiveness., Thematic analysis reveals that
Knowledge infrastructure capabilities constitute the backbone of knowledge processing capabilities,
supported by other constituents such as appropriability regime mechanisms, the role of management
(HRM), knowledge management approach, knowledge hiding, and the absorptive capacity. The study
concludes that successtul knowledge management is a byproduct of integrating knowledge
infrastructure capability with processing capabilities, and mediated by knowledge hiding mechanisms
and strategies. The findings offer a valuable empirical perspective from a pharmaceutical MNE
operating in Egypt and provide new insights into the nature of the intermediating influences of
knowledge management processes that lead to innovation and superior organizational performance.
Keywords: Absorptive capacity, Organizational effectiveness, Knowledge hiding, Appropriability regime, Knowledge
protection, Knowledge management.

1. Introduction

Knowledge is a pivotal valuable strategic asset for organizational survival (Bardo, de Vasconcelos,
Rocha, & Pereira, 2017) and competitive advantage (Barley, Treem, & Kuhn, 2018) making knowledge
management (KM) essential to survival in contemporary business environments (Venkitachalam &
Willmott, 2015). The ability to acquire/create, share and apply knowledge supports firms in
transforming it into commercial ends, and is a vital competency for today’s organizations. Khamseh and
Jolly (2008) argue that one of the pillars of knowledge management is absorptive capacity, defined by
Zahra and George (2002) as a bundle of organizational practices and routines which allow knowledge to
be acquired, assimilated, transformed and exploited. Such processes are mutually dependent and are seen
as essential in an organizational process (Todorova & Durisin, 2007).

Consequently, valuable knowledge performs a significant role in building and sustaining the
organization’s competitive advantage. However, there are often frequent knowledge leakages or loss,
owing to increased workforce turnover, human errors, facts being implied from knowledge made
available through several sources, or poor information management strategies, security and practices
(Ahmad, Bosua, & Scheepers, 2014). Such knowledge leakage (defined by Annansingh (2005) as the
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deliberate or accidental loss of knowledge to unauthorized personnel within or outside an orgamizational
boundary) is significant as it can result in reputational damage, loss of returns and reduce organizational

productivity (Ahmad et al., 2014). It therefore constitutes a significant challenge for management with

knowledge requiring protection (Hernandez, Sanders, & Tuschke, 2015) and the development of
effective knowledge management processes (Davenport & Prusak, 1998).

Such processes can be viewed as a “structured coordination to manage knowledge effectively” (Gold,
Malhotra, & Segars, 2001) and include not only the creation, acquisition, conversion and application of
knowledge, but also the protection of the resulting and existing knowled ge itself (Lee, Kim, & Kim,
2012). Despite knowledge being deemed an essential organizational asset and empirical evidence
recognizing that successful knowledge protection can considerably enrich organizational output (Lee,
Chang, Liu, & Yang, 2007) it has been found that “knowledge managers still seem to pay little attention
to security issues in their jobs, and knowledge protection research is still in its infancy” (Manhart &
Thalmann, 2015). Consequently, fears regarding secrecy of organizations’ information and customers’
knowledge often draw managerial consideration to protecting an organization’s own knowledge and
information assets (Ahmad et al., 2014) often through legal mechanisms rather than culture and
practice. Yet, there is empirical evidence beyond the legalistic protectionism, ratifying the correlation
between absorptive capacity and intellectual capital (protection of knowledge) as a trigger of
organizational innovation (Cassol, Gongalo, & Ruas, 2016) and therefore a consideration for cultural
perspectives on knowledge protection.

Given the former, it is not unreasonable to conclude that absorptive capacity theory can act as a lens
to view the knowledge management process and in doing so, discover what mediates the link between
the knowledge management process and superior organizational performance. As such, we use
absorptive capacity theory in this study to investigate the process and strategies used, by a
pharmaceutical MNE operating in Egypt, to acquire, assimilate, transform, protect, and apply its
knowledge to facilitate innovation.

2. Literature Review and Framework

As knowledge is considered an important source of competitive advantage, organizations need to
protect it through both the knowledge infrastructure capability and knowledge process capability
(Manhart & Thalmann, 2015). This section discusses the different processes involved in knowledge
management and their benefits before presenting the research questions formulated as a result of this
review.

2.1. Knowledge Management Processes

Knowledge management capabilities relate to the knowledge management processes in an
organization that improve and utilize knowledge (Chiu & Chen, 2016). Such processes have been defined
as "an ongoing set of practices embedded in the social and physical structure of the organization with
knowledge as their final product”" (Pentland, 1995). Grounded on earlier studies, Gold et al. (2001)
identified four key processing capabilities of knowledge management that are indispensable for effective
knowledge flow. These capabilities are acquisition, conversion, application and protection, and can be
implemented via practicing routines (absorptive capacity) to establish capabilities and ways to measure
them Gold et al. (2001). In particular, “KM [knowledge management] process capability is essential to
enable the organization to capture, reconcile, and transfer knowledge in an efficient manner” (Gold et
al, 2001). The four knowledge processes have been found to be strongly connected to organizational
performance (Mills & Smith, 2011) and are therefore significant for competitive survival.

2.1.1. Knowledge Acquisition Process
The knowledge acquisition process is intended to enable the accumulation of knowledge that resides
within the firm or outside it Gold et al. (2001). "Knowledge is accumulated when units within the
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organization as a whole gain new understanding" (Chakravarthy, McEvily, Doz, & Rau, 2005 ). These
processes focus on benchmarking and collaboration. Benchmarking involves a firm identifying best
practices from organizations, including itself, and evaluating the existing state of a specific process to
identity gaps and opportunities (Marti, 2000). Collaboration might occur between individuals and
between the organization and its network of business associates such as joint venture partners or
alliances, which together are potential sources of knowledge. Accumulation of knowledge also acquires
knowledge thatis created through experimentation (Nonaka & Takeuchi, 1995). Thus, the knowledge
acquisition process depends on the absorptive capacity of organization to recognize, understand and
capture knowledge from a variety of sources (Cohen & Levinthal, 1990) because all the necessary
innovation skills may not be found in a single organization (Gold et al., 2001). As a result, organizations
have to take advantage of their acquisition capabilities to enhance product innovation, patent practices
and protect their knowledge. As such there is a close link that needs to be explored between the
acquisition and accumulation of knowledge, knowledge protection and the absorptive capacity of
organization as a whole unit.

2.1.2. Knowledge Conversion Processes

This phase of the KM process is focuses on making current knowledge useful by enabling
organizations to organize, represent, integrate, combine, structure, coordinate, or distribute knowledge.
Integrating knowledge from different sources improves efficiency by removing the extra volume (Gold
et al, 2001). The conversion processes allow firms to replace existing knowledge with the most updated
knowledge. The most cited mechanisms in the literature for facilitating conversion and integration of
knowledge are group problem solving and decision making, rules and directives, routines and
sequencing. Moreover, the ability of individuals to convert existing knowledge to be shared and
distributed has been found to have a positive relationship with organizational performance, when
moderated by absorptive capacity (Nodari, Oliveira, & Magada, 2016).

The process of knowledge conversion constitutes a series of activities which produce competitive
advantage. These comprise the organizational capabilities to acquire, assimilate, transform and exploit
knowledge, known as the absorptive capacity components (Zahra & George, 2002). This close link
between knowledge conversion and the absorptive capacity of organization calls for further
investigation that needs to be explored.

2.1.8. Knowledge Application Process

The knowledge application process refers to the utilization of the converted knowledge (Wu &
Chen, 2014) including how itis shared stored and retrieved, as well as its contribution and application
(Gold et al, 2001). The application process involves looking critically at their own activities and
outcomes, to ratify either whether the acquisition and conversion of knowledge were successtul (Pandey,
Dutta, & Nayak, 2018). According to Grant (1996) the chief source of competitiveness lies in the
capability to apply knowledge to improve efficiency and reduce cost, rather than its capability to create
new knowledge per se. This process is linked to the absorptive capacity to apply new assimilated and or
transformed knowledge into activities, products or services, to boost innovation, flexibility and
performance (Todorova & Durisin, 2007). Absorptive capacity allows the organization to play a
prominent role in giving valuable ideas and feedback to its external allies and discovering innovative
means of applying their knowledge (Arias-Pérez, Lozada, & Henao-Garcfa, 2020). This highlights the
close link between knowledge application and the absorptive capacity of an organization, which requires
turther exploration.

2.1.4. Knowledge Protection Process

Knowledge as an asset is the source of competitive advantage once it is recognized by gatekeepers
(knowledge experts) as rare and inimitable (Barney, 1991). Consequently, protection processes are very
important for an organization. Knowledge protection processes are those “designed to protect the
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knowledge within an organization from illegal or inappropriate use and theft” (Gold et al., 2001).
Protection involves actions that attempt to preserve the proprietary nature of an organization's
knowledge assets, which comprise pursuing legal protection, developing educating policies to curtail
turnover, and educating employees regarding the forms of knowledge they must not share with their
subordinates or seniors in other organizations (Appleyard, 1996).

It has been argued that influences such as previous experiences, appropriability regimes, and social
integration mechanisms may present as moderators of absorptive capacity and innovative interactions
(Mikhailov & Reichert, 2019). The appropriability regime refers to the protection of the unique
advantages acquired and the profits that originate from the protected knowledge (Cappellari, Welter,
Hermes, & Sausen, 2019).

According to Hurmelinna-Laukkanen (2012) that there are many appropriability influences and
mechanisms such as patents, protection of utility models and designs, trade secret protection,
copyrights, trademark protection, or even being the first mover. He argues that organizations that feel
protected will be more inclined to share their knowledge and possess the capacity to nurture absorptive
capacity. A robust regime of appropriability is essential to protect organization’s knowled ge resources
and exploit its absorptive capacity through innovations, owing to the high costs of potential imitation
by rivals (Zahra & George, 2002). As such, there is a close link between knowledge protection and the
absorptive capacity of organization, which needs to be explored.

2.2. The Importance of Knowledge Protection for Organizations Identified in the Literature

There are many benefits for the protection of knowledge in organizations identified in the literature.
For instance, the prevention of undesired knowledge spillovers where knowledge is leaked to extrinsic
individuals (Ahmad et al., 2014) the decrease of visibility of knowledge to externals (Lee et al., 2007) and
the inhibition of damage to the organization s which might come from leaks by individuals who have
been made redundant and are inaccessible, and those who are retired or have left the organization
(Jennex & Durcikova, 2013).

However, Manhart and Thalmann (2015) argue that while knowledge protection performs an
indispensable role in maintaining an organization’s competitive advantage, knowledge management
scholars have up to now been inclined to focus on the facilitation of knowledge sharing rather than on
knowledge protection, which is often a neglected or underdeveloped area. (They point out that
overlooking knowledge protection may lead to the duplication of ideas by extrinsic organizations and
then impede the utilization of innovations. Consequently, these authors, call for more profound
empirical investigations, robust consideration of theories in knowledge protection research, and
research on how organizations can construct a strategy of knowledge protection (Manhart & Thalmann,
2015).

Furthermore, a comprehensive analysis of the knowledge management literature found little
emphasis on the importance of knowledge protection (Pandey et al.,, 2018). Although it has been argued
(that the four processes identified by Gold et al. (2001) as shown in Figure 1. are “sufficiently broad to
permit complete analysis of organizational knowledge management capabilities” (Lin, 2007) it appears
that knowledge processing capability alone cannot guarantee a successful initiative of knowledge
management.

Although these processes are a must to create, acquire, transform and apply knowledge (Pandey et
al., 2018) they need to be interplayed with the four components of absorptive capacity: acquisition,
assimilation, transformation and exploitation. Acquisition refers the firm’s ability to identity and
evaluate external and internal knowledge. Assimilation refers the habits, routines, and process that the
firm uses to assess and understand the captured knowledge, which is grounded on individuals’
understanding and interpretation and making sense of this knowledge, Transformation refers the firm’s
ability to improve and refine the habits that facilitate merging prior knowledge and the newly acquired
and assimilated knowledge; organizations can add or delete knowledge through this filtration and
refining process, (Albort-Morant, Henseler, Cepeda-Carrién, & Leal-Rodriguez, 2018). Exploitation
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refers to the application of new external knowledge for commercial ends, as shown in Figure 2. Thus,
absorptive capacity is deemed a prerequisite for practices that comprise the thoughtful management of
the flows of knowledge outside the organizational bounds, aiming to generate innovations (Arias-Pérez
et al.,, 2020).
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Figure 1.
Knowledge management capabilities and organizational eftectiveness (Gold et al., 2001).

Absorptive capacity .
’ *Competitive
Knowledge ‘mpe
source and advantage
: Potential Realized *Strategic
complementarity o ) I 25
*Acquisition I sTransformation o | flexability
: sAssimilation *Exploitation Innovation
Expenence
*Performance
‘/ Activation Y\ N/~ Regimesof ™

- ) (  Socialmtegration ) S tilite: 7
\ o~ \\\ mechanisms / \appropnﬂ)lolm//
Figure 2.
The model by Zahra and George (2002).

Moreover, it has been claimed that most of the researched publications are not practical and do not
study knowledge protection from the perspective of a particular theory (Manhart & Thalmann, 2015).

Therefore, the aim of the current research is to investigate the process and strategies that a
particular firm, in this case a pharmaceutical MNE, uses to acquire, assimilate, transform, apply and
protect its knowledge to achieve innovation, through the lens of absorptive capacity theory as a
supportive mechanism for the knowledge management process to achieve competitive advantage. In
order to address the above aim, the following questions have to be answered:
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2.8. Research Questions

1. How can the pharmaceutical MNE protect their knowledge effectively, and what are the
challenges that managers face in protecting knowledge?

2. Why does knowledge leak and how can it be protected, and what are the key mechanisms/
strategies exist to protect knowledge?

3. Towhatextent can absorptive capacity theory act as a supportive mechanismin therelationship
between the knowledge management process and organizational performance?

4. What are the structures of knowledge acquisition from external and internal environments,
together with the mechanisms of information distribution and utilization for achieving
competitive advantage?

3. Methodology
3.1. Research Method and Design

This research was conducted by employing qualitative inquiry through the lens of absorptive
capacity theory in interpretive paradigms, so as to better understand the process and strategies used by
the pharmaceutical MNE to protect its knowledge for achieving innovation.

3.2. Sample & Participants

Seven senior managers (SMs) of a multinational pharmaceutical MNE in Egypt were interviewed
(Table 1). Five interviewees were male, and one was female; each interview lasted between forty and
fitty minutes. The researcher refrained from recruiting other participants once the results had reached
theoretical saturation, where the additional participants did not produce extra or dissimilar information
or experiences. To ratify that the study was meaningful, a comprehensive interpretation of the
participants’ experiences was provided (Smith, Larkin, & Flowers, 2009).

3.8. Data Collection Instruments

Semi-structured face-to-face interviews were conducted in the participants’ offices, where
convenient for participants, and all the informants permitted the interview to be recorded and
transcribed. The procedure was pre-planned, with open-ended questions that permitted the applicants to
provide an individual viewpoint while keeping the researcher concentrated on the subject being
investigated (Leech, 2002). Respondents provided some contextual information regarding their job
responsibilities and organizational characteristics, and were then requested to describe strategies and
mechanisms they had applied to protect knowledge, and events where these aided them to achieve
innovation.

3.4. Data Analysis

The research used qualitative inquiry and especially thematic analysis, which permits the analysis of
a great deal of data from many applicants to be investigated and synthesized into a meaningful
interpretation (Boyatzis, 1998). An inductive thematic analysis methodology was applied to discover
important experience gained from semi-structured interviews linked to the participant’s experiences
(Braun & Clarke, 2006). Since the data and sample size were manageable, coding was performed
manually rather than using auto coding, following Basit (2003) and Lewins and Silver (2007). In a
comparison of personal experiences between manual and electronic coding Basit (2003) concluded that
“the choice will be dependent on the size of the project, the funds and time available, and the inclination
and expertise of the researcher” (p. 143) Thusresearchers should not feel “compelled to make use of auto
coding just because it is available”.

Journal of Contemporary Research in Business, Economics and Finance
ISSN: 2641-0265

Vol.3, No.3, pp. 109-127, 2021

DOI: 10.33094/26410265.2021.88.109.127

© 2021 by the authors; licensee Learning Gate



115

Table 1.
The Seven Interviews with SMs of'a multinational MNE in Cairo, Egypt.
No. | Gender | Job Interview | Profile Additional Skills
Title Duration
1 Male | Senior 45 25 years of experience | R&D Group Leader, evaluate
Manager in pharmaceutical | and design research material
industry
2 Male | Senior 40 30 years of experience | Director of HR, Rewards and
Manager in pharmaceutical | operations
industry
3 Male | Senior 41 28 years of experience | T and security managers,
Manager in pharmaceutical | network director
industry
4 Male | Senior 44 25 years of experience | Training &  Development,
Manager in pharmaceutical | senior supervisor
industry
5 | Female | Senior 47 12 years of experience | Managing ~ Compliance &
Manager in pharmaceutical | internal control
industry
6 Male | Senior 47 10 years of experience | Managing Compliance & legal
Manager in pharmaceutical | affairs
industry
7 Male | Senior 46 17 years of experience | Production planning&
Manager in pharmaceutical | inventory manager /Member of
industry higher research committee in
medicine production

4. Findings and Discussion

The process and strategies that the pharmaceutical MNE uses to acquire, assimilate, transform,
apply and protect its knowledge for achieving innovation through the lens of the absorptive capacity
theory as supportive mechanism for the knowledge management process for achieving competitive
advantage have been investigated and semi-structured interviews have been conducted to reveal that,
while many authors like Gold et al. (2001) have divided knowledge management mechanisms into
knowledge infrastructure capability, and knowledge process capability which can lead to organizational
effectiveness, the authors did not present an empirical evidence to illustrate the effect of the former on
the latter for achieving organizational effectiveness as the for the current research does.

4.1. Technological Infrastructure Capability Supports Protection of Acquired Knowledge for Innovations

The technological infrastructure capability denotes the technology-enabled connections of a
business. Knowledge management is an area of information technology practice that developed from the
disciplines of computer science (Townley, 2003) and information systems are now indispensable for
storing explicit knowledge and saving information (Davenport & Prusak, 1998). Technological
infrastructure capabilities have been implemented as the as the combined gateway of the organization
(Holsapple & Joshi, 2001) that supports the knowledge acquisition phase by overcoming communication
obstacles, and thus enables organizations to acquire, gather, combine, and retrieve knowledge from a
broad spectrum outside its peripheries. In addition, knowledge management has been defined as one of
the firm’s capabilities (Gold et al, 2001) where through its technological component, the firm can
obtain, transform and apply new external and internal knowledge to its commercial ends; this is the
meaning of absorptive capacity.
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In line with the perceptions in the literature, the SMs of the pharmaceutical MNE interviewed in
this study emphasised the role of the technological component in infrastructure capability in supporting
knowledge protection and acquisition process for innovations in their company.

“Our acquired information stored and distributed by the SAP computer system, as it is very secure with
authority level, and those who want to access outsourcing of externals of our company through the DPN system
which is very secure and safe this allow us to acquire, select and reciprocate information with suppliers,
counterparts, rivals and our headquarters in the United States. which is so secure and safe that cannot be hacked by
net pirates” (Respondent 1).

“We have a very restricted IT system for protecting our knowledge, we have to change our passwords to log in
the system every 45 days, we have refreezing system in our PCs, we share our knowledge with its relevant expertise
not with the common, we do not use WhatsApp messages, Facebook, etc. We use our internal SAP system carefully
and thoroughly, so as to prevent knowledge and information leaks” (Respondent 2).

“We have our internal secure application called “Amoun application” with certain password and login process
s0 as to transfer and protect our knowledge safely; it cannot be hacked or penetrated by network pirates to protect
our inventions and innovations”™( Respondent 4).

In the above excerpts, the interviewees described how they acquire knowledge from their suppliers,
counterparts, rivals, collaborators and headquarters and protect this knowledge in technological
software applications and systems to support their dominance and innovations, This supports the view s
in the literature regarding the importance of knowledge being acquired by employees from other firms
and collaboration between the firm and its business partners and its network to allow innovation (Gold
et al,, 2001; Inkpen & Beamish, 1997). In addition, they described the information technology practices
they used to support the process of knowledge acquisition for superior organizational performance, in
agreement with Alavi and Leidner (2001). As well as the technology in their infrastructure capability
that provides the means and tools to protect knowledge eftectively for proper utilization and innovation.

The interviewees emphasized the role of knowledge protection by codification in technological
means for protection directly following their acquisition of knowledge for maximizing their absorptive
capacity and allow innovation, this also accentuate the relationship between knowledge acquisition,
protection, and innovation, this also in concurrence with Boisot (1999) view that value-creation through
acquired knowledge can only be understood via knowledge acquisition that comprises both knowledge
personalization and codification strategies. Furthermore, the current research not only corroborates the
work of other scholars by hypothesizing and empirically confirming that there is a strong relationship
among absorptive capacity, knowledge acquisition, and innovation (Hurmelinna-Laukkanen, 2012;
Todorova & Durisin, 2007) but also contributes to the literature by exploring that knowledge
protection as a catalyst among the these three elements for innovations in the context of pharmaceutical
MNE operating in Egypt as argued above.

4.2. Structural Capability Supports Protection of Converted Knowledge for Innovations

Researchers have underscored that infrastructure capabilities constitute a significant role in the
failure or success of an organization’s knowledge management initiative. It denotes to the degree to
which the organization is structured to stimulate knowledge-related activities (Pandey & Dutta, 2013).

Structure in organizations denotes the formal operation and knowledge structure, in addition to the
existence of rules and trust mechanisms (Gold et al., 2001). According to Ruggles (1998) structures can
inspire creativity and agility, which constitute an effective KM structure. The third phase of absorptive
capacity is the transformation that refers to the ability to combine previous knowledge with newly
acquired and integrated knowledge (Arias-Pérez et al.,, 2020). The conversion process comprises the
basic input (data, information, knowledge) and output (intellectual capital) of the knowledge-
transformation process (Pandey et al, 2018). Thus, the structural capability supports the
complementary relationship between knowledge conversion and protection for innovation through the
knowledge transformation phase of the absorptive capacity, as described by one of the interviewees.
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“I have three managers for protecting our staff and knowledge, namely manager of employee’s safety, manager
of physical place safety, and senior manager of information security, who is responsible for the security of our
knowledge — even a gossip or hear-saying — as it might hurt our business. For instance they might come up with
some untrue news regarding the selling of our company to an external investor. T hen we will face chaos that will
harm our production, name and market share and lose our innovative R&Ds.” (Respondent 3).

In this quote, the SM emphasised that the allocation of tasks, rules and responsibilities enabled the
firm to control and their knowled ge assets and outcomes of R&D and protect them from any inaccurate
and false information that might hurt their shares in the stock markets and endeavors for innovation.
This confirms the views of Gold et al. (2001) that knowledge management hinges essentially on
organizational structure: that is, formal distribution of tasks, activities, responsibilities, and specialists
within an organization, and structure, such as the allocation of duties and procedures that lead to
successful knowledge management (Abualoush, Masa'deh, Bataineh, & Alrowwad, 2018).

The interviewees also explained how their systemic structure of rewards and incentives promotes
loyalty among their employees, which turn promotes knowledge protection behavior which benefits not
only the individuals but the whole company.

“We are investing in indrviduals, by providing them with care, pension schemes, bonuses, promotions,
motivations, rewards so as to promote loyalty and trust to make our staff'by that protecting our knowledge for their
long-lasting benefits and careers and the whole good.” (Respondent 4)

This also corroborates other scholars’ conclusions that structural infrastructure capability depends
on formal organizational design, and that motivation and remuneration systems increase knowledge
protection and loyalty (Pandey et al., 2018). Similarly, it has been argued that an organizational
structure that espouses a consistent incentive scheme can support knowledge management initiatives
(Gold etal., 2001; Nonaka & Takeuchi, 1995). In addition, Brown and Duguid (2001); Grant (1996) and
(Nonaka, 1994) also recommended that rewards, bonuses, incentives and an encouragement system are
the best measures of structural capability.

Another theme identified from the interviewees’ comments was the value of a flexible, horizontal
Organizational style which facilitated an easy flow of information. The following quote describes
meticulous system for sharing employees’ innovative and creative ideas with their peers for approval,
and rapidly adopting, protecting and implementing them and:

“We have spacious offices with open-door policy for our employees, pharmacists, and R&Ds specialists so as
to come up with an urgent formula that needs to get coded and sent to our headquarter for approval. Instantly, we
code 11, send it and once got approved our Labs manager put it into new product. Thus we innovate we have
operationalized many innovative ideas through that ways” (Respondent 2)

This theme corroborates ideas put forward in other academic contributions. For instance,
Armbrecht et al. (2001) define structural infrastructure as the physical design and organization, where
appropriate physical structure, such as office design and locations, encourages the sharing and flow of
knowledge. In the same vein, Gold et al. (2001) also stressed that flexible structures with flattened
organizations, allow increased communication with employees and sharing behavior within the
organization. Indeed, when an organization possesses good absorptive capacity, it has a superior
motivation to invest in innovation because it has potential to succeed in the commercialization race.
Hurmelinna-Laukkanen (2012) Thus, it can be confirmed that, in the case of this pharmaceutical MNE
operating in Egypt, the organization’s structure capability supports the protection of knowledge
conversion for innovations by augmenting its absorptive capacity.

4.8. Cultural Capability Supports Knowledge Sharing and Protection of Applications for Innovations
Organizational culture as a concept in the knowledge management literature has been considered a
significant element in effective knowledge management. The cultural constituent of infrastructure
capability relates to the organization’s philosophy and ideals, its outlook towards learning and the effect
of culture on communication and interaction (Pandey et al., 2018). It encompasses the ability of an
organization to motivate its teams to share long-lasting organizational valuable knowledge
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(Schneckenberg, Truong, & Mazloomi, 2015). Knowledge application refers to operationalizing
organizational knowledge to generate value, which can be mirrored in new products, and innovations
(Mills & Smith, 2011).

“We have an open-door policy for all employees and pharmacists who working either in the production lines
or labs, once they have any ideas regarding innovations in a certain medicine, we adopt, analyze, and discuss the
tdea with our peers, labs, vice president, and CEOs, then if it fits, we operationalize it. We share knowledge in a
very restricted, coded and confidential ways this is a part of our culture’.( Respondent 1)

The respondents in the current research emphasized that the flexible and open-minded culture of
their organization assists them in enriching their absorptive capacity in terms of acquiring, analyzin g
and converting this knowledge in a very protective manner into innovative medicines for their market
dominance and competitive advantage. This corroborates the arguments of other scholars, for instance
Lee and Choi (2003) who argue that an organizational culture where there is openness, cooperation,
learning and trust can inspire the creation and exchange of knowledge. Moreover, it has been argued
that a culture of openness and confidence is required to encourage the application and development of
knowledge within an organization (Scarborough, Swan, & Preston, 1999). Such a cultural environment
encourages knowledge sharing and the utilization and application of knowledge into innovation (Ho,
2009).

“Our culture is to smile, welcome customers in a very friendly environment, care for each other; in turn we
love and protect our company and ourselves simultaneously” (Respondent 3).

In the above excerpt, the senior managers emphasize that their friendly knowledge culture
environment assists them to meet, collaborate, communicate and share know-how, monitoring, checking
and protecting their physical buildings and assets, and, in turn, protecting their knowledge for
utilization in innovative products. This is in line with many academic contributions, for instance, that of
Mills and Smith (2011) who argues that a knowledge-friendly culture allows the firm to encourage
knowledge ideals and shape a collaborative environment that facilitates knowledge sharing and
knowledge creation among employees and its application in new outcomes and innovations.

Other respondents mentioned the endeavors made by their company to protect knowledge and the
physical building by surveillance activities and means so as to prevent knowledge leakage and loss,

“ ... our weekly meetings with our security managers for analyzing the security measures in our company,
cameras analysis, employees’ movements, safety measures among employees. especially in the current pandemic
period, experience, sharing our views and reviewing our internet security, firewalls, checking our monitoring
systems, reviewing our labs files security, this is our culture etc.”( Respondent 7)

This is in line with academic consensus: for instance, Desouza and Vanapalli (2005) argue that
monitoring of workforces by tools of counterintelligence teams can be applied to proactively detect
possible leaks and prevent possible damage to organizations.

In addition, knowledge-friendly organizational cultural rules, philosophies, beliefs and manners
enhance effectiveness of knowledge management practices (Valaei, Rezaei, & Emami, 2016). It appears
that organizational culture and motivations are obligatory for effective application of knowledge
management processes and activities into innovations (Igbal, Latif, Marimon, Sahibzada, & Hussain,
2019). Thus, the above theme emphasizes the role of cultural capability in boosting employees’
absorptive capacity for supporting knowledge sharing and protecting application for innovations in the
case of the pharmaceutical MNE operating in Egypt.

4.4. Appropriability Regime Mechanisms for Protecting Knowledge and Innovation

In investigating the influence of external and internal (R&D) knowledge on innovation through the
lens of absorptive capacity theory, it is essential to consider the flow of knowledge transition from
potential to realized absorptive capacity. As illustrated in Figure 2, Zahra and George (2002) propose
three constituents in their reconceptualization of absorptive capacity. namely activation triggers, social
integration mechanisms and appropriability regimes. Since, chemical and pharmaceutical industries need
to have strong appropriability regimes for their survival (Dodgson, Gann, & Salter, 2008), the role of
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the appropriability regime is a focus of this research, as it has been conducted in a pharmaceutical
organization where the appropriability regime is closely linked to innovation (Hurmelinna-Laukkanen,
2012). Indeed, the protection of knowledge is central to achieving and maintaining a competitive
advantage and innovation (Liebeskind, 1996).

According to Hurmelinna-Laukkanen (2012) an appropriate regime for innovation and intangibles
comprises institutional (formal), or more informal mechanisms. Appropriability mechanisms refer to
mechanisms utilized by organizations to protect of knowledge and prevent it from being misused by
others (Sotka & Schmidt, 2004). Ahmad et al. (2014 ) identify four main knowledge protection areas:
strategic-level management initiatives, operational-level knowledge protection processes, supporting
technology infrastructure, and legal structures for knowledge protection. Secrecy patents, lead time, and
other legal protection, are classified as constituents of appropriability (Cohen, Manion, & Morrison,
2000) as reflected in the quotes below.

“We obtain information from our headquarter, suppliers, and raw materials producers located abroad where
we have to sign a non-disclosure papers for acquiring new and unpublished materials and information like drug
Jormulas , developed drugs, etc” (Respondent 1).

“Of course we have challenges in protecting and sharing our knowledge, for instance, when we are lacking the
manufacturing lines to produce a certain medicine, we recourse to external associates who possess these capabilities
to manufacture our innovative ideas and exploration but, they have to sign a non-disclosure forms not forever, just
Jfor at least five years, then they can manufacture their own medicine under therr name and logo”. (Respondent 2).

“We have concrete patent policy in order to protect our products, R&D outcomes, and information. We also
have a very restricted formal agreement with our allies, associates, collaborators and subsidiaries not to disclose our
mutual information to externals and those who have no right to access to our knowledge” (Respondent 1).

All these senior managers of the pharmaceutical company emphasized the legal policies applied by
their organization to prevent knowledge leaks and loss by compelling employees and external suppliers
to sign non-disclosure agreements. Non-disclosure agreements are related to contract law, and legal
structures for knowledge protection (Grossman, 2004; Olander, Hurmelinna-Laukkanen, & Mahonen,
2009). Such agreements restrict “the use of information by prohibiting a contracting party from
divulging data.” Beyer (2001) and give organizations the right to sue the contracting party if this
knowledge has been disclosed to a third party. That is aimed to control the use and disclosure of
classified information by externals, which necessitates clarifying the meaning of what information
is confidential, The research findings also concur with Olander, Hurmelinna-Laukkanen, and Heilmann
(2011) who explain that NDAs are planned to encompass all types of confidential information, and
normally comprise common guidelines regarding signees’ commitments to protect confidential
information in organization. The SMs emphasized that enforcing employees to sign NDAs will aid in
protecting their innovative drugs, formulas, and innovations from being copied by third parties , Thus,
the interviewee’s comments confirmed their belief that the appropriability regime constitutes a key part
in knowledge protection as it directly and positively determines innovation performance and incurs
commercial gain (Hurmelinna-Laukkanen, 2012).

4.5. The Role of Human Resource Management (HRM) in Protecting Knowledge for Innovation

Protecting knowledge from leaks, loss and the risks incurred with these is always related to human
resource management activities. However, this fact is often overlooked by academics and practitioners
(Olander et al., 2011). Human resource management (HRM) is strongly linked to the role of
intellectual property protection (Hurmelinna-Laukkanen & Puumalainen, 2007) because the existence of
a robust human resource management mechanism might inspire staft to interconnect more with their
associates and partners. Thus, the human resource management mechanism and practices are closely
linked to protection mechanisms and may have a positive influence on the organization’s performance
(Olander & Hurmelinna-Laukkanen, 2010). This belief is strongly reflected in the descriptions and
rationale given by the interviewees in the quotes below. They explain that their strategies for protecting
their knowledge starts from the moment they recruiting their employees, when they train them using
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different HRM techniques to maintain confidentiality with their colleagues and associates and select
with whom to discuss and what to discuss so as to shape their mindset for protecting their know ledge
for innovations.

“Knowledge protection starts with our staff once they get recruited by grving induction period from two to six
month on how they protect our knowledge, do not discuss even their salaries, daily routines, assigned tasks with
their colleagues and externals. However, we give them some traditional tasks to see if they would continue with us
mentally or not, how they approach ideas, and collected information” (Respondent 1)

“We have mutual training sessions, workshops, and seminars monthly with the compliance department so as to
train our employees from different levels to comply with written agreements that they will not disclose our
knowledge to third part’, (Respondent 4).

This perceptlon is in line with recommendations in the literature. For example, Olander et al. (201 1)
argue that the main human resource management practices concerning knowledge protection comprise
choosing the right employees and appropriate instruction and preparation, particularly regarding their
accountability towards knowledge protection and secrecy. Indeed, training is considering the superior
element, owing to the accompanying modifications in organizational design, since it breaks down
traditional departmental barriers and prevents knowledge from leaving an organization (Robbins,
2005).

In addition, the SMs also mentioned that they enforce their employees to a sign non-disclosure
written agreement as a mean of legal protection of their knowledge. This is also corroborates the
understanding in the literature for instance, by Olander and Hurmelinna-Laukkanen (2010) that “non-
disclosure agreements can be utilized to keep employees within thefirm or controlling
their actions and communication.” In the same vein, Hurmelinna-Laukkanen and Puumalainen (2007)
argue that non-disclosure agreements and contracts used as HRM mechanisms are perceived as tools for
preventing important employees from leaving one company and working for another and to control
knowledge leakage and losses in organization.

Mir, Mir, and Mosca (2002) argue that productivity and job satisfaction stem from promoting
organizational commitment and the wish to remain within the organization. The quote below
illustrates that the managers interviewed also shared this view.

“We are making our staff to feel secure and safe in terms of their position, tenure, health insurance, bonuses,
rewards, motivations, and instill the feeling that they are very important to us and constitute a huge value to our
company, and transparency and clarzty i our communications so as to be well prepared to protect our knowledge

Jfor their existence in our company, it is our culture’ (Respondent 6)

The respondent’s quote confirms the views of Liebeskind (1996) and Olander et al. (2011) that
HRM schemes comprise salary rises, and employee perks, bonuses, motivations, and benefits and other
mechanisms are beneficial for preventing knowledge from leaving the organization. Thus, it can be
argued that the roles, activities and techniques of human resource management are indispensable for
supporting the process of knowledge protection for innovation in organizations.

4.6. Knowledge Hiding to Support Knowledge Protection for Innovation

Knowledge acts as a strategic competitive component for organizations to enhance competitive
advantage. However, although organizations have rooted strategies for knowledge sharing, it has been
observed that most employees at some time abstain from knowledge-sharing practices in their
organizations (Ruparel & Choubisa, 2020). This phenomenon has been labeled as knowledge hiding by
Connelly, Zweig, Webster, and Trougakos (2012) who define it as an “intentional attempt by an
individual to withhold or conceal knowledge that has been requested by another person”. According to
Ruparel and Choubisa (2020) there are three ways in which individuals might hide demanded
knowledge. The first way is rationalized hiding, where the knowledge holder gives a rational reason for
not sharing the knowledge being asked for. The second is evasive hiding, where the knowledge holder
gives misleading information or procrastinates when asked to share the required knowledge, and the
third is playing dumb, where knowledge holder pretends ignorance of the requested knowledge.
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Todorova and Durisin (2007) delineated absorptive capacity (AC) as “the organizational capabilities
to recognize the value of new knowledge, to assimilate it, and to apply it to commercial ends (p. 774).”
This is to illustrate absorptive capacity mediates relationship between knowledge hiding and knowledge
protection (Bari, Abrar, Shaheen, Bashir, & FFanchen, 2019). However; whether the relationship is
beneficial or harmful for an organization has not been empirically explored previous to the current
research. The interviewees’ comments shed light on this question.

“Our knowledge is our innovations and creativity. Eoven in our monthly meetings with agents and colleagues from
our headquarters, we cannot discuss our hub R&Ds freely for fear that this knowledge leaks to cause damage of our
efforts, however, we sometimes evade the discussion when it comes to our own subsidiary knowledge.” (Respondent
1).

“In our meetings and seminars with our colleagues and our allies from the headquarters we cannot chat freely
about our daily live in our company, tea-time is for tea talks not professional talks, we try to shift the discussion to
different subject or just change the discussion subtly so as not to feel embarrassed’ (Respondent 4).

“We cannot exchange our professional knowledge and information. But, if someone tried to ask for confidential
mformation, I always confront him in an ethical way and say that I cannot declare such information because it is
classified and privileged information and we cannot discuss that utterly, we keep our knowledge to protect our
creativity, IPR and innovation” (Respondent 7).

These quotes from the interviewees corroborate scholarly contentions and empirical evidence that
employees are sometimes deceptive (evasive hiding) by retaining significant facts about the information
being asked for and rationalize knowledge hiding by giving justifications or postponing a discussion
(Ruparel & Choubisa, 2020). However, the core intention of the SMs in hiding knowledge is to maintain
the security of their R&D’s knowledge and creative innovation. The interviewees believe that protecting
their knowledge and hiding it from knowledge seekers, either by avoiding answering or confronting
their requests or by providing reasons for the knowledge seeker that prevent them from declaring
information, is the best way to preserve their organization’s reputation, creativity and innovation. This
is in line with Bari et al. (2019) claim that rationalized and evasive hiding does not significantly affect
creativity and innovation. Furthermore, senior managers hide their knowledge in the pharmaceutical
organization for the overall good of their organization and to promote innovation by keeping their
knowledge privileged. This also concurs with the argument that such conduct does not essentially
contain deception; it may have positive intents, to maintain confidentiality and respect the feelings of the
third party and avoid consequences rather than to harm others Yang and Ribiere (2020) and Connelly et
al. (2012). In the same vein, Xiao and Cooke (2019) argue that knowledge hiding is not always
damaging, as it might be practiced to protect the organization or from self-interest. Furthermore,
Courpasson and Younes (2018) posit that confidentiality could reinforce rather than damage
organizations. Thus, knowledge hiding via absorptive capacity is not harmful or inhibiting to the
relationship between knowledge seekers and requesters, nor can it damage trust among individuals and
inhibit creativity and innovation as claimed by some authors (FFong, Men, Luo, & Jia, 2018; Yang &
Ribiere, 2020). Thus, the findings of the current research, through the lens of the absorptive capacity
theory, emphasise that knowledge hiding positively affects innovation and creativity and is a key
component that assists the process used by the pharmaceutical MNE in Egypt to protect its knowled ge
to achieve innovation.

4.7. Knowledge Management for Supporting Organizational Effectiveness for Innovation

Organizational effectiveness has been defined by Daft (1995) as “the extent to which an organization
achieves its objectives”. Organizational effectiveness is the output of an organization and the way thatit
managed its knowledge deliberately within its structure and process capabilities (Gold et al., 2001):

“Currently we facing very fierce challenges in the pharmaceutical industry among both our counterparts and
rivals because every company wants to dominate its products as effective against the (COVID-19) so
pharmaceutical companies that vying for headhunting experts from Egypt and the overseas to get benefits of their
know-how, but, due to our strategies of management of knowledge and its governance we excelled and dominated

Journal of Contemporary Research in Business, Economics and Finance
ISSN: 2641-0265

Vol.3, No.3, pp. 109-127, 2021

DOI: 10.33094/26410265.2021.88.109.127

© 2021 by the authors; licensee Learning Gate



122

the market when the Egyptian Ministry of Health acknowledged two medicines of our products as essential in its
standardized protocol for against (COVID-19) . Thus we innovate and achieved competitive advantage and huge
revenues’. (Respondent 4).

“Based on our management of knowledge we have developed some German drug machine by enlarging its
capactty to produce more than 20 ampules per minutes instead of 12 ampules. T hus we utilized our knowledge for
tmnovation and save time and money”. (Respondent 6)

“We innovate also by selling our Vita-Max plus to GlaxoSmithKline and reserve the same product, but we
converted our knowledge and know-how to develop it, add more American components to it, put it a new package
and information and produce it as more effective to achieve more revenues due to our innovations”. (Respondent

1)

In the above excerpts, the senior managers gave examples of how the effectiveness of their
organization was based on their strategies of protecting and managing their knowledge successtully,
leading to high revenues, competitive position and innovation. This corroborates other academic
contributions. For instance, Mahesh and Suresh (2009) suggest that contemporary organizations should
govern the interchange of knowledge in order to preserve organizational effectiveness for superior
performance. Similarly,, based on their empirical study, Zheng, Yang, and McLean (2010) conclude that
“overall success, market share, profitability, growth rate, and innovativeness of the organization in
comparison with key competitors” were the main measures for organizational effectiveness.

Knowledge Hiding I v 4
Knowledge
Knowledge a .:. protection
Technology process capability
Acguisition
Knowledge Structure \ Innovation
infrastructure
capability
Culture \ L
Application Organizational
effectiveness

Absorptive H Appropriability regime mechanisms
capacity
H Role of management (HRM)
)I Successful knowledge management
Figure 3.

Framework of strategies and supported mechanisms for innovation.
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5. Conclusions

Our framework Figure 3 illustrates the journey through the process and strategies that the
pharmaceutical MNE use to acquire, assimilate, transform, apply and protect knowledge to achieve
innovation, viewed through the lens of the absorptive capacity theory as a supportive mechanism for the
knowledge management process. Prior research suggested that knowledge infrastructure capabilities
(Kushwaha & Rao, 2015 ) and integration of infrastructure and knowledge process capabilities (Pandey
et al, 2018) leads to better performance. Our study demonstrates that successful knowledge
management is more than this, it is that the knowledge infrastructure capabilities constitute the
backbone of the knowledge process capabilities, supported by other constituents such as appropriability
regime mechanisms, the role of management (HRM), knowledge management itself, and knowledge
hiding. It has also been established that these capabilities are based on absorptive capacity via
knowledge protection, aiming to achieve innovation and organizational effectiveness in terms of high
revenues and commercial gains and enable knowledge protection for innovation. Knowledge hiding
proved to be a new auxiliary for supporting the overall process for knowledge protection and
innovation, despite the many claims of knowledge sharing and co-operative business as forms of
competition. The role of management (HRM) was also found to be indispensable for training, selecting
and nurturing employees’ commitment and loyalty, thus protecting their knowledge, R&D outcomes
and innovation.

The outcomes gained from this research do not support the argument that knowledge infrastructure
capabilities only can be the main cause of successtul knowledge management, when accompanied by a
knowledge management process (Gold et al., 2001). Rather, there are other constituents, as shown in
Figure 3, which have to be in place in order to achieve innovation. From the above discussion, it can be
concluded that organizational effectiveness in terms of commercial gain, performance in market share, a
rise in revenues and innovation can be achieved through integrating all the constituents in Figure 3,
which illustrates the final framework of strategies and supported mechanisms that assist the MNE
pharmaceutical organization operating in Egypt to achieve innovation.

5.1. Suggestions for Future Research

Future studies are required to continue the present research posing different research questions.
The current research applied a qualitative approach to address the research questions at the senior
management level; further studies are suggested to investigate the role of different strategic positions
such as middle managers, team level or frontline managers and to study those who can actin achieving
organizational effectiveness in different contexts or industries. Future studies are suggested to apply the
hypothetical framework and conceptual model to larger groups of target respondents (sample), to
explore whether studies of other organizations produce similar results. Moreover, future research is
required to employ different research instruments in more vibrant industries, since dynamic
environments necessitate superior absorptive capacity of organizations to enable innovation.
Furthermore, the specific influence of organizational culture and structure as different dimensions in
achieving organizational effectiveness and innovation could be investigated. The current research
makes a contribution to managerial practices with an indication of how integrating knowledge
infrastructure capability as backbone for knowledge process capability can bring success to knowledge
management in organization. The role of HRM can also be promoted and invigorated to instill loyalty
and commitment to maintain confidentiality of knowledge for achieving innovation in organizations.

5.2. Limitations

Limitations of the current research are in terms of its qualitative research approach, where the
researchers’ perceptions raise questions of generalizability, regarding the degree to which the research
results could be applied to different types of organizations. Since the research aim was to investigate the
use of absorptive capacity theory as lens for supporting the process of knowledge management in
organization, additional research is required to ratify the validity of the concepts utilized when applied
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through quantitative inquiry. Furthermore, due to the knowledge- and research-intensive nature of the
case organization, as a pharmaceutical MNE, requests for different managerial levels were refused
because of issues of confidentiality that restricted the research sample to SMs only. Nevertheless, it is
believed that in the current research, keeping to a standard interview protocol may have significantly
reduced this limitation (Yin, 1994).
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