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'This book is a consequent and smart application of the knowledge 
creation theory to the field of marketing. The proposed shift in market
ing towards the knowledge-based paradigm has vast theoretical and prac
tical implications. Kohlbacher convincingly illustrates how companies 
create and leverage marketing knowledge to successfully compete in the 
network economy of today.' - Hirotaka Takeuchi, Professor and Dean, 
Graduate School of International Corporate Strategy, Hitotsubashi Uni
versity, Tokyo; co-author of The Knowledge-Creating Company: How Japanese 
Companies Create the Dynamics ofInnovation. 

'Kohlbacher shows a formidable ability to integrate state-of-the-art theory 
with data from world-leading companies. His treatment of knowledge as 
the basis for marketing success is truly international. He assumes the dual 
roles for reflective scholar and reflective practitioner, not least by respect
ing the need for both systematic marketing research and experiential and 
tacit knowing. It is not only a seminal contribution to research but a plat
form for the rejuvenation of executive training.' - Evert Gummesson, 
Professor, Stockholm University School of Business, Sweden; author of 
Total Relationship Marketing: From 4Ps to 30Rs. 

'Dr Kohlbacher synthesizes a vast amount of research to create a convincing 
argument that the canny marketing manager has an impressive array of 
knowledge-based capabilities available for development and leveraging -
especially the tacit knowledge that is so critical to lasting advantage. The 
book is a welcome, significant addition to the growing body of academic 
research on managing knowledge assets.' - Dorothy Leonard, William]. 
Abernathy Professor of Business, Emerita, Harvard Business School; author 
of Wellsprings of Knowledge: Building and Sustaining the Sources of Innovation. 

'Knowledge management approaches and techniques have mostly found 
their application in functions such as R&D, manufacturing, logistics, and 
service. This book explores the value of knowledge in marketing and how 
the creation of so called "marketing knowledge" can be more effectively 
enabled. The book is a must-read for anyone interested in the creation and 
transfer of marketing knowledge. The many case studies in the book pro
vide great insights for managers who strive to improve marketing in their 
firms.' - Georg von Krogh, Professor and Chair of Strategic Management 
and Innovation, ETH Zurich; co-author of Enabling Knowledge Creation: How 
to Unlock the Mystery of Tadt Knowledge and Release the Power of Innovation. 

'The marriage of marketing and knowledge management - and speci
fically knowledge-creation theory - is long overdue. Kohlbacher's timely 
book challenges the academic marketing community to rethink its assump
tions about the nature of marketing knowledge as a competitive resource 
especially in international and cross-cultural contexts.' - Nigel]. Holden, 
Professor and Director, Institute of International Business, Department of 
Strategy and Innovation, Lancashire Business School, University of Central 
Lancashire; author of Cross-Cultural Management: a Knowledge Management 
Perspective. 
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Foreword 

Dr Ikujiro Nonaka 

In this book, Florian Kohlbacher proposes a knowledge-based theory of 
marketing that is the first of its kind and a significant contribution to 
the fields of both marketing and knowledge management. 

My own roots are in marketing. I was interested originally in infor
mation processing and spent five-and-a-half years at the University of 
California-Berkeley, completing my PhD dissertation in 1972 (Nonaka, 
1972) majoring in marketing. Francisco M. Nicosia was my mentor and 
I studied consumer decision processes under his guidance (see, for 
example, Nonaka and Nicosia, 1979). His work at the time was based on 
behavioural science and his major contribution was the conceptualiza
tion of consumer decision processes from the perspective of informa
tion processing, so it was fitting that Herbert Simon wrote the preface 
to his book. 

Under Nicosia's influence, my interest shifted from marketing to 
organization theory and I became interested in the process of know
ledge creation (Nonaka, 2005). The turning point came when I par
ticipated with my colleagues Hirotaka Takeuchi and Ken-ichi Imai in 
the 75th Anniversary Colloquium on productivity and technology at 
Harvard Business School. We agreed then to do a joint study of the 
innovation processes at several Japanese companies. We presented the 
results in a paper entitled, 'Managing the New Product Development 
Process: How Japanese Companies Learn and Unlearn'. I found that 
innovation is not simply about information processing, but is also a 
process of capturing, creating, leveraging, and retaining knowledge. 

The framework presented in this book shows that management of 
new product development is chiefly a marketing process where know
ledge and knowledge creation play critical roles. It points out that mar
keting is one of the most knowledge-intensive activities of a company. 
My own theory of organizational knowledge creation and Dorothy 
Leonard's work on the wellsprings of knowledge (Leonard, 1998) focus 
on new product development and innovation as a key marketing pro
cess. Both theories are built around examples of knowledge-based mar
keting, but we focused primarily on the process, and on developing a 
model of knowledge creation. Finally, this book synthesizes our ori-

xii 
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ginal ideas with more recent insights in a comprehensive model of 
knowledge-based marketing. 

I sincerely welcome the new and fresh approach to marketing it pro
poses. Academic marketing has never been able to break free of its roots 
in neoclassical economics, and practical marketing is often regarded as 
merely one business function among others in a firm. The research 
stream has remained stuck in information processing theory and 
models of learning. 

As this book shows, marketing is about much more than passive 
learning and information processing. It is about knowledge creation 
and co-creation. The business ecosystem is a reservoir of knowledge that 
can be leveraged through human interaction. The human being and 
human activity are at the centre. Indeed, the most important entity in 
the business ecosystem is still the human being with her rich tacit 
knowledge and deep relationships. 

For a knowledge-creating firm, environment is not an abstract object 
of scientific analysis but a phenomenological 'life-world' that is lived 
and experienced (Husserl, 1954). Rather than examining the environ
ment objectively as industrial structure, managers are thrown into 
strategic decision-making as a way of life. The employees at Maekawa 
described in Chapter 5 are encouraged to think as customers instead of 
thinking for them. Their preconceived notions will prevent them from 
seeing customers as they are, if they are viewed merely as subjects of 
scientific analysis. But the phenomenological method of 'seeing the 
environment as it is' does not imply unconditional acceptance of it. By 
pursuing an understanding of the essence of environment, interpreted 
through dialogue and practice, knowledge arises from the interpreta
tions (Nonaka and Toyama, 2005). 

The ecosystem of knowledge consists of multilayered ba, which exist 
across organizational boundaries and are continuously evolving. Firms 
create knowledge by synthesizing their own knowledge with the know
ledge embedded in various outside players such as customers, suppliers, 
competitors, and universities. Through interaction with the ecosystem, 
a firm creates knowledge, and that knowledge changes the ecosystem. 
Organization and environment should thus be understood as evolving 
together rather than as separate entities. The continuous accumulation 
and processing of knowledge help firms to redefine their vision, dia
logue, and practice, which, in turn, impacts on the environment 
through new or improved services or products (Nonaka and Toyama, 
2006b). 
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This dynamic relationship is difficult to grasp from the traditional 
viewpoint of markets and organizations that is inherent in organiza
tional economics. Firms in the ecosystem of knowledge can no longer 
define their existence on the basis of ownership. Boundary-setting based 
on transaction cost is insufficient for understanding and managing 
competitive advantage based on knowledge. A knowledge-creating firm 
must be able to manage multi-layered ha, which stretch beyond organi
zational boundaries. At the same time, the firm has to protect its know
ledge assets as a source of competitive advantage. Viewed in this 
context, the protection of knowledge assets is a complex and arguably 
impossible task (Nonaka and Toyama, 200Sb). 

Organizational knowledge creation is a dynamic process starting at 
the individual level and expanding through communities of interaction 
that transcend sectional, departmental, divisional, and even organiza
tional boundaries. Firms acquire and take advantage of the tacit know
ledge embedded in customers and suppliers by interacting with them. 
Organizational knowledge creation is a never-ending process that con
tinuously upgrades itself. This interactive spiral exists both intra- and 
inter-organizationally. Knowledge transferred beyond organizational 
boundaries is synthesized with knowledge from different organizations 
to create new knowledge. In this dynamic interaction, knowledge cre
ated by the organization triggers a mobilization of knowledge held by 
outside constituents such as consumers, distributors, affiliated com
panies, and universities. It enables communication of the tacit know
ledge possessed by customers that they themselves have not been able 
to articulate. An innovative manufacturing process may bring about 
changes in supplier manufacturing processes, which, in turn, trigger a 
new round of product and process innovation in the organization. 
A product works as a trigger to elicit the tacit knowledge derived 
from customers giving meaning to the product by purchasing, using, 
adapting, or not purchasing it. Their actions are then reflected in the 
innovation process of the organization, launching a new spiral of 
organizational knowledge creation. 

In my previous work, I have focused primarily on the organizational 
knowledge-creating process within a company. I have described the 
process as a dynamic interaction between organizational members, and 
between organizational members and the environment. But the knowl
edge-creating process is not confined within the boundaries of a single 
company. The market is also a place for knowledge creation as it is 
where the knowledge of companies and consumers interacts. It is also 
possible for groups of companies to create knowledge. If we raise the 
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level of analysis further, we can discuss how so-called national systems 
of innovation can be built. Therefore, it is important to examine how 
companies, governments, and universities can work together to make 
knowledge creation possible (Nonaka, Toyama, and Konno, 2000). 

Returning to the concept of knowledge-based marketing, it is striking 
that even when talking about customer-focus and customer-centric 
firms, both marketing scholars and practitioners fail to make the con
ceptualleap necessary to overcome the separation of subject and object 
that makes discussion of these possible. What is needed is the holistic 
view of marketing or knowledge-based marketing proposed in this book. 
Marketing is not only about listening to and knowing the customer. 
Firms and managers have to take the standpoint of the customer, and 
collaborate with them and dwell in them to share and co-create tacit 
knowledge. This can help the firm to grasp customers' latent needs -
needs that customers themselves are yet unaware of. The role of ba, 
which involves deep listening to and empathizing with customers and 
other entities in the business ecosystem, is crucial. Moreover, if we just 
stick to conventional marketing 'techniques' of presentation or know
ledge models such as CRM (customer relationship management), we 
miss the qualitative aspects of judgement that enliven these approaches. 

In that respect, this book highlights in a 'qualitative' research 
approach some very important lessons that might never show up in the 
traditional 'quantitative' method. Of course, we need both, and yet 
some still believe that without a strictly quantitative approach the 
results are not valid. That is certainly not the case with the systematic 
approach to the selection of informant companies and case studies 
found here. 

Let me emphasize once again the importance of ba. A theory of 
knowledge-based marketing must also be one of contextual marketing. 
Looking at the case studies presented in this book, there are many 
examples of 'ba-creating marketing', such as the communities of prac
tice at Hewlett Packard Consulting & Integration Japan, or the intro
duction of the new Schindler escalator in Asia, as well as the co-creation 
of ba and empathy at Mazda and Maekawa. The transcendence of one's 
subjective view towards in-dwelling with the customer is crucial. 
Knowledge-based marketing must also be social marketing. Siemens 
One is probably the most comprehensive and systematic case of know
ledge-based marketing. But here also, ba plays an important role as the 
shared context that has to be established to bridge the boundaries 
between different business units and departments to enable effective 
collaboration and knowledge creation. In the case of Toyota's joint 
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venture with PSA, this might be more difficult as ba has to be co-created 
with a competitor with a very different national and corporate culture. 

A shift in marketing thinking and theory towards the knowledge
based paradigm also has vast practical implications. As perspectives and 
everyday activities change, marketing practice will also change. 
Knowledge-based marketing and co-creation of marketing knowledge 
will have to be found in the relationships between people and between 
the firm and other entities in the business ecosystem. The contribution 
of this book to the theory of knowledge-based marketing is particularly 
valuable in this respect. 

As a fine blend of marketing and knowledge-based management, the 
research skilfully integrates theory and practice. Based on a thorough and 
comprehensive review of existing research in the fields of both knowledge 
management and marketing, it proposes a theory of knowledge-based 
marketing supported by extensive empirical analysis. The case studies 
sampled are vivid examples of companies that have consciously taken a 
knowledge-based approach to marketing. Analysis and discussion of these 
elicit essential conclusions for both academics and practitioners. 

Finally, the book argues convincingly that the view of marketing as 
just another corporate function will have to change, to one that sees it 
as part of the process of strategic management. Thus, the theory of 
knowledge-based marketing is also one of strategic management. 

As such, this book is an important milestone in building a knowledge
based theory of the firm, and provides direction for further research 
based on its comprehensive and systematic framework. But real change 
in the mindset of marketing scholars and practitioners will take a lot 
more time and effort. I therefore encourage the continued pursuit of 
this path in research by the author and his readers towards co-creating 
the future of marketing and management in the knowledge economy of 
the twenty-first century. 

Professor Emeritus 
The Graduate School of International 

Corporate Strategy, 
Hitotsubashi University, Tokyo 

Xerox Faculty Fellow in Knowledge, IMIG 
University of California, Berkeley 

The First Distinguished Drucker Scholar 
in Residence at the Drucker School 

and the Drucker Institute, Claremont 
Graduate University 



Preface 

So this is yet another book on knowledge management? How many 
more treatments of this issue do we need, as there are already thousands 
of books, articles, theses, and so on, around? What is the new aspect, 
the value-added of this particular work? It is questions like these that I 
have come across frequently ever since my interest in so-called know
ledge management began in 2002 and especially since I started my own 
research project in 2004. And I have been - and still am - asking myself 
these questions. In answer to the first question: No, this is actually not 
a book on knowledge management, at least not about knowledge man
agement in the traditional sense of the term. In the course of reviewing 
hundreds of articles and books on the topic as well as when inter
viewing and talking with hundreds of people - among them many 
experts in the field - I realized that the term 'knowledge management' 
can easily cause misconceptions and misunderstandings. This has to do 
with the way the term has been used by certain people, especially IT 
experts and consultants, but also with misconceptions about 'manag
ing' knowledge. I have therefore tried to find a different term that bet
ter explains what my research is about and have struggled for a long 
time to find an appropriate one. This was indeed a difficult task since 
my research is about knowledge as well as about management, but it is 
not necessarily about managing knowledge itself. Rather, it is about cre
ating, sharing, transferring - recreating - knowledge and - very impor
tantly - about applying and using this essential resource. It is about 
managing organizations and tasks on the basis of knowledge. Therefore, 
I decided to use the term knowledge-based management or knowledge
based approach to management to stress this important difference. 1 I am 
still not quite sure if this is the perfect term for it since it still looks 
similar to knowledge management, but at least it conveys one impor
tant notion and it is somewhat different from the traditional term. 
Nevertheless, while I strongly argue that firms should not be concerned 
with knowledge management but with knowledge-based management, 
I still tend to use the term 'knowledge management' to denote the 
academic field concerned with issues of knowledge, its management 
and knowledge-based management in firms. 

The second question is whether there is still a need for more research 
in the field. Having written up my research I am convinced that the 
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answer is yes. Many academics and practitioners still seem not to have 
grasped the importance of knowledge - especially the tacit part of it - as 
a source of competitive advantage and many still seem to hang on to cer
tain misconceptions and misunderstandings about managing knowledge. 
This is why I hope this book will offer some new insights and value-added 
by unveiling some of these misconceptions and by establishing know
ledge-based approaches to marketing, thus proclaiming a new dominant 
logic towards which firms have to evolve. But in the end, it will be up to 
the readers to decide whether there is any value-added or not. 

Basically, the questions I mentioned above can be summarized and syn
thesized into one concise and extremely powerful question: 'So what?' 
Gabriel Szulanski relates a short anecdote in his book on barriers to know
ing in the firm when his thesis adviser - looking at Szulanski's disserta
tion - asked him pointedly: '"So what? What should I do differently as a 
researcher because of your findings? What should managers do different
ly because of your findings? So what?'" (Szulanski, 2003: viii). 

After more than two years of research and copious pages of manu
script writing, this question is a key challenge also to my research pro
ject. This book introduces knowledge-based management concepts to 
the field of marketing and presents a conceptual framework of know
ledge-based marketing. Since this is a novel approach in marketing and 
management science, it provides an important academic contribution. 
So what? The crux is what will happen from now on. How will this new 
theory be received by the scientific community? Will it be noticed at 
all? And if yes, will it have an impact and of what kind? I believe the 
framework provides a powerful tool for analysing marketing processes 
from a knowledge-based perspective, but it will only be in its applica
tion that an answer to the 'so what?' question will emerge. The same is 
true for its practical business contribution. The framework can help 
managers to grasp the importance of knowledge in marketing and how 
to leverage the power of marketing knowledge co-creation both within 
the firm and within other entities in the firm's business ecosystem. 
So what? Only when managers and firms start to apply the concepts 
presented here and really venture such a knowledge-based approach to 
marketing will we discover the answer. But I take heart from the exam
ples of the companies presented in this book that the answer will be a 
positive one in the end and that my intellectual journey exploring 
knowledge-based approaches to marketing was worthwhile. 

Charles Savage will follow up on the 'So what?' question in his 
Afterword to this book. But before that, we will have to answer the ques
tion of what knowledge-based marketing really is about. 



Acknowledgements 

This book would never have been possible without the help, advice, and 
support of many people. I am most greatly indebted to Jiro Nonaka for 
his guidance and kind support of my work, not least in the Mazda and 
Maekawa case studies. I learned a lot from working with him and he 
gave invaluable feedback on my research and the manuscript of this 
book. I am also grateful to Nigel Holden and Charles Savage for many 
insightful discussions and their many helpful comments. All mistakes 
are solely mine. 

I would also like to thank the following people: Atsushi Degawa for 
his invaluable feedback, especially in the early stages of the research 
project in 2004 and 2005; Jeff Funk who made the research stay at 
Hitotsubashi University in Tokyo possible in the first place; Marcus 
Heuberger and my former colleagues at Schindler Japan for their kind 
support and adivce with the Schindler case study; Kaz Ichijo for his kind 
support of my work, especially concerning the Toyota case study and 
Japanese transcriptions; Yoshio Iwasaki for his support and advice with 
the Maekawa case study; Helmut Kasper for his feedback and support; 
Jiirgen Miihlbacher for his feedback and advice; Kazuo Mukai for the 
many interesting discussions and his kind support with the HP case 
study; Hiroyuki Ogamoto for his helpful suggestions and his kind sup
port with the Siemens case study; and Alfred Taudes for his feedback, 
advice, and support. 

Others, most importantly Michael O. B. Krahe, also helped and sup
ported me on my research endeavour in Japan, introducing interesting 
companies/interviewees, correcting my Japanese, and helping with the 
Japanese and English transcriptions, and so on. I would very much like 
to thank everybody, even though I cannot list all of their names here. 

My parents Annemarie and Gerhard and my girlfriend Claudia have 
been a splendid reservoir of vital energy and I am most grateful for their 
patience, love, and encouragement. 

Last but not least, special thanks go to the following people at 
Palgrave Macmillan, for their support and excellent work in the publi
cation process: Stephen Rutt, Virginia Thorp, Mirabelle Boateng, and Jo 
North. 

xix 



Abbreviations 

CKM 
CoP 
CRM 
DCM 
GM 
HRM 
IMV 
I]V 
]V 
KAM 
KC 
LC 
MNC 
PDM 
R&D 
SCM 
TPCA 
TQM 
USP 

customer knowledge management 
community of practice 
customer relationship management 
demand chain management 
General Motors 
human resource management 
innovative international multi-purpose vehicle project 
international joint venture 
joint venture 
key account management 
knowledge community 
learning community 
multinational corporation/company 
product development management 
research and development 
supply chain management 
Toyota Peugeot Citroen Automobile Czech 
total quality management 
unique selling proposition 

xx 



1 
Introduction 

'In an economy where the only certainty is uncertainty, the one sure 
source of lasting competitive advantage is knowledge' (Nonaka, 1991: 
96). This statement was the starting point of Ikujiro Nonaka's seminal 
article on the knowledge-creating company (d. also 3.4) in 1991. 
According to Wenger and Snyder (2000: 139), '[t]oday's economy runs 
on knowledge, and most companies work assiduously to capitalize on 
that fact', and Davis and Botkin (1994: 165) posit that '[t]he next wave 
of economic growth is going to come from knowledge-based busi
nesses'. Indeed, significant numbers of scholars have observed that 
our society has evolved into a 'knowledge society'2 (d., for example, 
Bell, 1973; Drucker, 1969, 1993; Stehr, 1994; Stehr and Ericson, 1992; 
Toffler, 1990), and our economy into a 'knowledge economy' (d., for 
example, Bertels and Savage, 1999; Burton-Jones, 1999; Drucker, 2002; 
Leibold, Probst, and Gibbert, 2002; Mokyr, 2002; Skyrme, 1999; 
Teece, 2000a). 

In this knowledge society, 'knowledge is the primary resource for 
individuals and for the economy overall. Land, labor, and capital- the 
economist's traditional factors of production - do not disappear, but 
they become secondary. They can be obtained, and obtained easily, 
provided there is specialized knowledge' (Drucker, 1992: 95, original 
emphasis). But this knowledge society is also a society of organizations, 
with 'the purpose and function [ ... ] [being] the integration of special
ized knowledge into a common task' (Drucker, 1992: 96). In fact, 
Davenport (2005: 9) concludes that 'the most important processes for 
organizations today involve knowledge work', and the core message of 
an earlier work was that 'the only sustainable advantage a firm has 
comes from what it collectively knows, how efficiently it uses what it 
knows, and how readily it acquires and uses new knowledge' 
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(Davenport and Prusak, 2000: xxiv). Put in a nutshell, knowledge is a 
company's only enduring source of advantage in an increasingly com
petitive world (Birkinshaw, 2001). Dealing with knowledge creation, 
transfer, and exploitation will be more and more critical to the survival 
and success of corporations, and of societies (Hedlund and Nonaka, 
1993). This ever increasing importance of knowledge for organizations 
has raised - and still raises - 'questions about how organizations pro
cess knowledge and, more importantly, how they create new know
ledge' (Nonaka, 1994: 14). Indeed, as Ichijo and Nonaka (2006: 3) note, 
'the success of a company in the twenty-first century will be deter
mined by the extent to which its leaders can develop intellectual 
capital through knowledge creation and knowledge-sharing on a global 
basis' as knowledge constitutes a competitive advantage in this age. 

What followed was a knowledge and knowledge management boom. 
As a matter of fact, knowledge management has not only become a 
ubiquitous phenomenon both in the academic and in the corporate 
world, but it has also turned into one of the most prominent and 
widely discussed management concepts of the postmodern era. Pub
lications on knowledge management are legion, and business prac
titioners do not fail to stress its importance for the competitiveness of 
their corporations. Prusak (2001: 1002) - who sees 1993 as the begin
ning of knowledge management - argues that knowledge management 
is 'a practitioner-based, substantive response to real social and eco
nomic trends', with the three most important ones being globalization, 
ubiquitous computing, and the knowledge-centric view of the firm. 
Even though knowledge management has also been analysed and dis
cussed as a management fad and within the framework of manage
ment fashion models (d., for example, Scarbrough, Robertson, and 
Swan, 2005; Scarbrough and Swan, 2001; Skyrme, 1998) to explain 
its diffusion and 'strong rhetorical appeal' (Alvesson, Karreman, and 
Swan, 2002: 282), no management scholar or practitioner is likely to 
disagree with Newell and fellow researchers' (2002: 2) pronouncement 
to the effect that '[m]anaging knowledge and knowledge workers is 
arguably the single most important challenge being faced by many 
kinds of organizations across both the private and public sectors in the 
years to come'. Indeed, it is now widely recognized that the effective 
management of knowledge assets is a key requirement for securing 
competitive advantage in the knowledge economy (Boisot, 1998). Build
ing mainly from the theory of organizational knowledge creation (3.4), 
and communities of practice (3.5), I will look at how organizations 
process and create knowledge in Chapter 3. 
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Ikujiro Nonaka's publications (for example, Nonaka, 1991, 1994, 
2005; Nonaka and Takeuchi, 1995) have drawn attention to Japanese 
firms as - particularly effective - knowledge-creating companies, a 
feature that supposedly helped them to create the dynamics of inno
vation and to become world leaders in the automotive and electronics 
industries, among others, in the 1980s and the beginning of the 1990s. 
The difference, it was argued, between Japanese and Western firms, lies 
in the focus on tacit knowledge of the former and that on explicit 
knowledge of the latter (Hedlund and Nonaka, 1993; Nonaka and 
Takeuchi, 1995; Nonaka, von Krogh, and Voelpel, 2006; Takeuchi 
and Nonaka, 2000); Japanese firms' particular ability for knowledge 
creation and harnessing tacit knowledge has also been recognized 
and discussed by Western scholars (for example, Baumard, 1999; 
Cohen, 1998; Davenport and Prusak, 2000; Holden, 2002; Leonard, 
1998). 

In recent years, knowledge management has also become a dom
inant area in strategic management and has increasingly been adapted 
to the global context. Especially the capability of multinational cor
porations (MNCs) to create and efficiently transfer and combine know
ledge from different locations around the world is becoming more and 
more important as a determinant of competitive advantage and has 
become critical to their success and survival (Asakawa and Lehrer, 
2003; Bartlett and Ghoshal, 2002; Chini, 2004; Desouza and Awazu, 
2005b; Doz, Santos, and Williamson, 2001; Gupta and Govindarajan, 
2000a; Macharzina, Oesterle, and Brodel, 2001; Schulz and Jobe, 2001). 
But despite the strong interest in and the large number of publications 
on the issue of knowledge flows within MNCs, the literature is 'still in 
the early stages of understanding the central aspects, mechanisms, and 
contextual factors in the process of managing knowledge in MNCs' 
(Foss and Pedersen, 2004: 342). In fact, 'rather little is known about the 
determinants of intra-MNC knowledge flows in spite of their obvious 
importance to theoretical arguments about the MNC' (Foss and 
Pedersen, 2002: 52). So far, the extant literature has mainly focused on 
the issue of transferring knowledge between different units in MNCs -
that is, the knowledge flows within MNCs - and factors influencing it 
(for example, Foss and Pedersen, 2002; Gupta and Govindarajan, 1991, 
2000a; Martin and Salomon, 2003; Minbaeva, Pedersen, Bjorkman, 
Fey, and Park, 2003; Mudambi, 2002). But research on the process of 
knowledge creation within MNCs is still scarce. This cross-border 
synergistic process of joint knowledge creation - 'global knowledge 
creation' (Nonaka, 1990b) - will be dealt with in Chapter 3.6. 
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Even though 'marketing functions lend themselves particularly well 
to an investigation of knowledge transfer within MNCs', 'there is a 
dearth of research on knowledge transfer in the field of marketing' 
and 'it is high time to include marketing in the research agenda for 
knowledge management and to overcome the paradox that market
ing functions are neglected in the discussion on knowledge transfer' 
(Schlegelmilch and Chini, 2003: 220-1, 226). Despite the obvious im
portance of knowledge to the marketing discipline, the marketing 
literature has struggled for more than ten years to come to an under
standing of the nature of marketing knowledge and there does not 
seem to be a common ground unifying scholars (Kohlbacher, Holden, 
Glisby, and Numic, 2007). Indeed, even though 'marketers have been 
using knowledge management long before this latter phrase began to 
be popularised in the management literature' (Chaston, 2004: 22-3) 
there has to date been 'no clear statement about the forms that mar
keting knowledge can take, or its content' (Rossiter, 2001: 9), and 
Chaston's (2004) book on knowledge-based marketing is one of the 
few works - if not the only one - that shows how knowledge can 
be utilized to underpin and enhance the marketing management func
tion within organizations. The status quo of marketing knowledge 
(management) research will be reviewed in Chapter 4. 

This book has been inspired and influenced by the above-mentioned 
major themes of knowledge as an important source of competitive 
advantage, of managing knowledge, global aspects of managing know
ledge, and - most importantly - the role of knowledge and knowledge 
management in marketing management. Building from a compre
hensive empirical study and the state-of-the-art literature in the field, 
I will introduce and define the concept of knowledge-based marke
ting and propose a shift towards a new dominant logic - namely a 
knowledge-based one - for marketing. 



2 
Aims of the Book and Research 
Questions 

Based on the issues touched on in the Introduction, this chapter briefly 
describes the objective and aims of this book, posits the research question 
underlying the research project, shows what practical and theoretical 
implications can be expected, and finally outlines the structure of the 
book. 

2.1 Objective and aims 

This book is essentially about knowledge and knowledge creation. Its aim 
is not only to illustrate, analyse, and discuss knowledge-related processes 
in organizations but also to create new knowledge, that is, amend and 
extend existing theory and even build new theory. The issues mentioned 
above in the Preface and the Introduction have triggered a strong cogni
tive interest in knowledge-based marketing and management. Before 
embarking on the intellectual journey documented in this book, I briefly 
assisted in two research projects on knowledge management, one with a 
focus on knowledge transfer and organizational learning in MNCs in 
general and the other one with a focus on the transfer of marketing 
knowledge within Euro-Japanese MNCs. Many of the issues and insights 
that resulted from the projects have further deepened my cognitive 
interest and strongly influenced my own research project. 

The fact that Ikujiro Nonaka's theory of organizational knowledge 
creation has drawn attention to the way Japanese firms create know
ledge organizationally and innovate, and the strong position of the 
Hitotsubashi School of Knowledge Management have raised my interest 
in conducting research in Japan. This is the main reason why I decided 
to visit Hitotsubashi University for a two-year period to conduct most 
of my research project in Japan. 

5 
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Based on the assumption that marketing is one of the most knowledge
intensive activities of a company, the focus lies on a particular type of 
knowledge, which has been widely neglected in past research: marketing 
knowledge (d. also Chapters 1 and 4.1.2). In fact, according to Simonin 
(1999a), marketing knowledge and skills have yet to receive proper con
ceptual and empirical attention as a competency source of competitive 
advantage that can be transferred within multinationals. Besides, focusing 
on one particular type of knowledge reduces the complexity and facil
itates the investigation for both researcher and the researched. Conclu
sions for other functions and other types of knowledge might then be 
drawn from the results in a further step (d. Chapters 5 and 6). 

The detailed aims of this book are as follows: 

• analysing the role of knowledge in marketing, and the way it is 
created and managed; 

• developing a useful definition of marketing knowledge; 
• developing a conceptual framework and model of knowledge-based 

marketing. 

These aims together constitute the overall objective of this book: to 
develop and build a theory of knowledge-based marketing and thus 
extend and contribute to the knowledge-based theory of the firm. In 
fact, taking a knowledge-based perspective of marketing, I will set out 
to explore a 'new frontier of knowledge management' (Desouza, 2005). 

2.2 Research question 

According to the qualitative research paradigm (research methodology 
will be discussed in the Appendix), it is only in the course of doing 
field research that one can find out which (research) questions can 
reasonably be asked and it is only at the end that you will know which 
questions can be answered by a study. Therefore, the preliminary 
research question I posited at the outset has been revised and com
plemented in the course of conducting the research project. 

In accordance with the aims of the book, the main question of this 
research project is: 

What is knowledge-based marketing and which types and patterns of 
marketing knowledge co-creation within MNCs can be identified? 

This overall research question includes the following essential sub
questions (d. also Chapter 4): 
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• What is marketing knowledge? 
• What is its role in marketing and how is it created and managed? 

2.3 Theoretical and practical implications 

This book deals with knowledge-based approaches to marketing both 
in an intra-firm and also in an inter-firm context. The results from 
the empirical study as well as the theoretical argument presented here 
will have both theoretical and practical implications, which might be 
of interest to academics as well as practitioners. The results and impli
cations will be discussed in detail in Chapters 5 and 6. In the academic 
field, the findings might be of potential interest to the following 
groups of researchers: 

• researchers in the field of knowledge management; 
• researchers in the field of (international) marketing and manage

ment; 
• researchers in the field of organizational studies; 
• researchers in the field of international business. 

As far as practitioners are concerned, the following groups of managers 
might be the most interested: 

• knowledge managers and other practitioners with related tasks; 
• marketing managers in general as well as those engaged in inter

national and cross-cultural marketing specifically; 
• managers engaged in international business. 

2.4 Structure and organization 

Chapter 3 reviews and summarizes the theoretical background and 
thus builds the theoretical framework for my argument and ana
lysis. The overall framework is the knowledge-based view of the firm 
(Chapter 3.3) and the main pillar for constructing a theory of know
ledge-based marketing will be the theory of organizational knowledge 
creation (Chapter 3.4), and will be supported and complemented by 
the relevant literature on communities of practice (Chapter 3.5), global 
knowledge-based management (Chapter 3.6), and inter-organizational 
knowledge-based management (Chapter 3.7). 

Chapter 4 reviews and summarizes the literature on marketing 
knowledge (4.1.2) and the state-of-the-field in knowledge-based 
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management and organizational learning in marketing (functions) 
and their building blocks (4.1.1 and 4.1.3). Section 4.1.4 summarizes 
the findings and highlights the research gap and problematic issue of 
the extant literature. Chapter 4.2 presents the essence of this book, 
namely a conceptual framework and model of marketing knowledge 
(4.2.1) and knowledge-based marketing (4.2.2). 

Chapter 5 presents the findings from the empirical study and 
depicts six explanatory case studies, which are subsequently analysed 
in Chapter 6.1. 

Finally, Chapter 6 provides a summary and conclusion of the ana
lysis and discussion of knowledge-based marketing and the case studies 
(Chapters 6.1 and 6.2). Chapter 6.3 posits the evolution towards a new 
dominant logic - a knowledge-based logic - for marketing. Chapter 6.4 
presents the main conclusions from the research project, 6.5 briefly 
discusses managerial implications, and Chapter 6.6 deals with the 
limitations of the study and implications for future research. 

The Appendix presents and discusses the research methodology 
underlying this research project. It deals with exploratory/qualitative 
research issues (A.l) and explains data collected and methods used for 
analysis for the empirical research project (A.2). 



3 
Theoretical Framework: the 
Knowledge-based View of the Firm 

A knowledge-based theory of the firm differs from all previous 
theories in that it must grasp the un-understood. (Spender and 
Grant, 1996: 8) 

I have already referred to the prominent role of knowledge for individ
uals, organizations, and society as a whole. Building on the theoretical 
framework of the knowledge-based view of the firm, this prominent 
role of knowledge, along with key issues related to the creation, 
sharing, transfer, and storage of knowledge, will be further explored in 
this chapter. 

3.1 Knowledge 

Before starting to discuss the management of knowledge and related 
issues, it is necessary to define what is meant by knowledge. As a 
matter of fact, the discussion of knowledge is not a new one and basi
cally derives from a long philosophical tradition but the discussion also 
draws from many other fields such as sociology, psychology, and eco
nomics (for a well-referenced discussion of knowledge in both the 
Western and]apanese traditions, see Nonaka and Takeuchi, 1995). 

In the relevant knowledge management literature (in business 
administration), a distinction between data, information, and know
ledge - or at least between information and knowledge - has regularly 
been made (for example, Baumard, 1999; Davenport and Prusak, 2000; 
Dixon, 2000; Nonaka and Takeuchi, 1995; Tsoukas and Vladimirou, 
2001). Data can be defined as 'a set of discrete, objective facts about 
events' and in an organizational context data are most usefully explained 
as 'structured records of transactions' (Davenport and Prusak, 2000: 2). 

9 
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Information has frequently been described as a message or a flow of 
messages and it can be thought of as data that make a difference (for 
example, Davenport and Prusak, 2000; Nonaka and Takeuchi, 1995). 
Knowledge refers to information embedded in the context of system
specific patterns of experience and is always for a specific purpose. Wiig 
(2004: 337) contends that knowledge is used to 'interpret information 
about a particular circumstance or case to handle the situation' and 
that knowledge is about 'what the facts and information mean in the 
context of the situation'. According to Nonaka and Takeuchi (1995: 
58), knowledge is created by the flow of information, anchored in the 
beliefs and commitment of its holder and is therefore essentially 
related to human action. Dixon (2000) uses the term 'common knowl
edge' to differentiate the knowledge that employees learn from doing 
the organization's tasks from book knowledge or from lists of regu
lations or databases of customer information. In this sense, 'common 
knowledge is the "know how" rather than the "know what" of school 
learning' (Dixon, 2000: 11). Holden (2002: 65) seems to agree on that 
when he emphasizes that 'in the management context "knowledge" 
means organizational knowledge rather than the contents of ency
clop<edias or reference books'. According to Dixon (2000: 13) know
ledge is defined 'as the meaningful links people make in their minds 
between information and its application in action in a specific setting'. 
Davenport and Prusak (2000: 5) offer a very useful definition of know
ledge, making clear that knowledge is not neat or simple: 

Knowledge is a fluid mix of framed experience, values, contextual 
information, and expert insight that provides a framework for eva
luating and incorporating new experiences and information. It ori
ginates and is applied in the minds of knowers. In organizations, it 
often becomes embedded not only in documents or repositories but 
also in organizational routines, processes, practices, and norms. 

Knowledge can furthermore be divided into declarative and procedural 
knowledge. Declarative knowledge is about describing something, that 
is, declarative knowledge is knowledge about facts and concepts, as 
it deals with information about a situation (Haghirian, 2003; Zack, 
1999a). Procedural knowledge, on the contrary, refers to 'know-how' to 
perform a certain task or activity, i.e. a procedure that represents 
embedded experience and successful solutions to complex tasks, as well 
as a co-ordination of solutions among various tasks in the organiza
tion (Haghirian, 2003). Accordingly procedural knowledge deals with 
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information about how something occurs or is performed and it is 
based on distinct systems and derives from past planning of action 
sequences that were successful (Haghirian, 2003; Zack, 1999a). 

Tsoukas and Vladimirou (2001: 979, original emphasis) come to the 
following conclusion on what knowledge is: 'knowledge is the individual 
ability to draw distinctions within a collective domain of action, based on an 
appreciation of context or theory or both'. According to them, 'such a 
definition of knowledge preserves a significant role for human agency, 
since individuals are seen as being inherently capable of making (and 
refining) distinctions, while also taking into account collective under
standings and standards of appropriateness, on which individuals 
necessarily draw in the process of making distinctions, in their work' 
(Tsoukas and Vladimirou, 2001: 979). Last but not least, Wiig (2004: 
336) offers the following operational definition of knowledge: 'The 
content of understanding and action patterns that govern sense
making, decision making, execution, and monitoring'. According to 
him, knowledge 'consists of facts, perspectives and concepts, mental 
reference models, truths and beliefs, judgments and expectations, 
methodologies, and know-how' (Wiig, 2004: 337). 

In this book - since it heavily draws and builds upon Nonaka's 
theory of organizational knowledge creation, see 3.4 - I shall follow 
Nonaka and Takeuchi's (1995: 58, original emphasis) definition of 
knowledge as 'a dynamic human process ofiustifying personal belief toward 
the "truth"'. In this context, it is crucial to differentiate between explicit 
and tacit knowledge, and Nonaka and Takeuchi (1995) draw on 
Polanyi's (1966) distinction between tacit knowledge and explicit 
knowledge. They view tacit knowledge as 'personal, context-specific, 
and therefore hard to formalize and communicate' and explicit - or 
codified - knowledge as knowledge that 'is transmittable in formal, sys
tematic language' (Non aka and Takeuchi, 1995: 59). Indeed, explicit 
knowledge is formal and systematic and can be easily communicated 
and shared with others, while tacit knowledge refers to a kind of know
ledge which is highly personal, hard to formalize, and thus difficult 
to communicate to others, as it is deeply rooted in action (Non aka, 
1996: 21). 

3.2 Knowledge management and organizational learning 

As mentioned in the Introduction, in contemporary organizations 
significant emphasis is placed on the processes of knowledge creation, 
sharing, and learning (for example, Barrett, Cappleman, Shoib, and 
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Walsham, 2004; Nonaka and Takeuchi, 1995; Senge, 1990). Organ
izational learning, the learning organization, and knowledge man
agement have emerged as seminal concepts for both academe and 
practitioners and have received ample attention (for example, Buckman, 
2004; Davenport and Prusak, 2000; Dixon, 2000; English and Baker, 
2006; Fiol and Lyles, 1985; Garvin, 1993,2003; Huber, 1991; Leonard, 
1998; von Krogh, Ichijo, and Nonaka, 2000). As Easterby-Smith and 
Lyles (2003: 1) note in their handbook of organizational learning 
and knowledge management, '[t]he fields of organizational learning 
and knowledge management have developed quickly over the last 
decade, and the academic literature has demonstrated increasing 
diversity and specialization'. Finally, integrative frameworks for both 
concepts have been put forward, thus helping to reduce conceptual 
confusion and facilitate communication between researchers who have 
treated them separately for a long time (for example, Vera and Crossan, 
2003). Since knowledge management 'has started to emerge as an area 
of interest in academia and organisational practice' in the middle 
of the 1990s (McAdam and McCreedy, 1999: 91), knowledge has fre
quently been identified as a crucial strategic resource and asset for cor
porations (Earl, 1997; Lyles and Schwenk, 1992; Probst, Biichel, and 
Raub, 1998), and strategies for knowledge creation and management 
have been proposed (Choo and Bontis, 2002b; Hansen, Nohria, and 
Tierney, 1999; Hofer-Alfeis and van der Spek, 2002; Teece, 2000b; 
Un and Cuervo-Cazurra, 2004; Zack, 1999b). Indeed, in the knowledge 
economy with its diminishing returns, 'knowledge management can be 
an important component of competitive strategy, as it will assist the 
firm in pushing the limits of its business model' (Teece, 2000b: 49). 

This book focuses mainly on the knowledge management literature 
and sees organizational learning as one of several processes of knowledge
based management. Basically, I adopt the classic definition of organ
izational learning by Fiol and Lyles (1985: 803) as 'the process of 
improving actions through better knowledge and understanding' 
because it puts knowledge at the heart of the learning process. A learn
ing organization is then 'an organization skilled at creating, acquiring, 
interpreting, transferring, and retaining knowledge, and at purpose
fully modifying its behavior to reflect new knowledge and insights' 
(Garvin, 2003: 11, removed emphasis). 

As I mentioned in the Preface, the term 'knowledge management' 
needs to be used carefully to avoid misunderstandings, especially if 
we do not want the term to mean information and document man
agement and IT-based tools for collecting, storing, and searching docu-
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ments. An extensive review of the relevant literature as well as the 
empirical study confirmed this concern, as indeed the 'vast majority of 
texts on knowledge management tend to focus on the information 
technology (IT) aspects of managing the concept' (Chaston, 2004: x) 
and practitioners seem to have absorbed this view as well. However, as 
Chaston (2004: x) correctly notes, '[a]lthough management of tech
nology is critical, there is an equally important need for the provision 
of materials describing how knowledge can be utilized in the execution 
of functional management tasks'. In fact, '[t]hough we have seen a 
tendency - especially among vendors of software - to reductively 
define knowledge management as moving data and documents around, 
knowledge management grew out of an understanding of the critical 
value of these other, less digitized factors, and the clear need to devise 
ways to support and benefit from them' (Prusak, 2001: 1003). There
fore, knowledge management should not be limited to a function of 
merely collecting and documenting, but should rather actively utilize 
information as a resource, and process, prepare, and format it in such 
a way that it becomes relevant organizational knowledge. In order to 
distinguish between the narrow meaning of knowledge management -
as data and information management - and the broader and more 
comprehensive way of dealing with knowledge and knowledge assets 
in firms, I will use the term 'knowledge-based management' for 
the latter approach. This is also consistent with the terminology of the 
knowledge-based theory of the firm, which will be discussed in the 
next section. 

3.3 The knowledge-based theory of the firm 

According to Teece (2000b: 42), the 'modern corporation, as it accepts 
the challenges of the new knowledge economy, will need to evolve 
into a knowledge-generating, knowledge-integrating and knowledge
protecting organization'. As mentioned in the Introduction, Prusak 
(2001: 1002) argues that knowledge management is 'a practitioner
based, substantive response to real social and economic trends', one of 
which was the knowledge-centric view of the firm. In this view, a firm 
is 'seen as a coordinated collection of capabilities', and the 'main build
ing block of these capabilities ... is knowledge, especially the know
ledge that is mostly tacit and specific to the firm' (Prusak, 2001: 1003). 
The knowledge-based view or knowledge-based theory of the firm was 
comprehensively discussed in a special issue of the Strategic Manage
ment Journal edited by Spender and Grant in 1996 (Grant, 1996b; 
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Spender, 1996b; Spender and Grant, 1996). In this special issue, the 
editors - in selecting the papers - 'have sought to move toward the 
still hidden knowledge-based theory of the firm' (Spender and Grant, 
1996: 9). 

By now, the knowledge-based theory of the firm 'has arguably 
established itself as the mainstream literature informing the discourse 
on knowledge in organizations' (Patriotta, 2003: 25). It has been 
influenced by the work of Penrose (1995) and - more generally - by the 
so-called resource-based view of the firm (for example, Acedo, Barroso, 
and Galan, 2006; Barney, 1991,2001; Peteraf, 1993; Wernerfelt, 1984, 
1995). Indeed, Grant (1996b: 110) sees the knowledge-based view as 
'an outgrowth of the resource-based view', a view that is also echoed 
by other scholars in the field (for example, Patriotta, 2003). 

The knowledge-based theory of the firm criticizes the resource-based 
view of the firm and tries to overcome the weaknesses of this approach: 
the resource-based view of the firm looks inside firms in terms of the 
resources they own (Nonaka, Toyama, and Nagata, 2000), and according 
to this view, a firm is a collection of resources, and those with superior 
resources will earn rents (for example, Barney, 1991,2001; Conner, 1991; 
Foss, 1997; Itami and Roehl, 1987; Mahoney and Pandian, 1992; Peteraf, 
1993; Wernerfelt, 1984, 1995). The resource-based view treats knowledge 
as one such resource, but empirical and theoretical research on the 
resource-based view of the firm so far has been mainly focused on how 
firms keep their unique resources and resulting competitive advantages 
through such conditions as imperfect substitutability and limited mobil
ity of resources (Nonaka, Toyama, and Nagata, 2000: 7-8; Nonaka and 
Toyama, 2003: 4; d. also Amit and Schoemaker, 1993; Barney, 1991; 
Nonaka, von Krogh, and Voelpel, 2006; Peteraf, 1993; Wernerfelt, 1984). 
Therefore, Nonaka and Toyama (2003: 4) conclude that - although it 
deals with the dynamiC capability of the firm - 'the resource-based view 
of the firm fails to explain the dynamism in which the firm continuously 
builds such resources through interactions with the environment' (d. also 
Nonaka, Toyama, and Nagata, 2000: 7). 'What is missing in the resource
based approach is a comprehensive framework that shows how various 
parts within the organization interact with each other over time to create 
something new and unique' (Nonaka and Takeuchi, 1995: 49). As a 
result, the 'knowledge-based theory of the firm can yield insights beyond 
the production-function and resource-based theories of the firm' and is 
'a platform for a new view of the firm as a dynamic, evolving, quasi
autonomous system of knowledge production and application' (Spender, 
1996b: 59). 
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The knowledge-based theory of the firm also draws upon other 
research streams including epistemology, organizational learning, organ
izational capabilities, innovation, and new product development 
(Burton-Jones, 1999). According to Patriotta (2003), the idiosyncratic 
knowledge base underlying a firm's performance includes resources 
(Barney, 1991; Penrose, 1995; Peteraf, 1993; Wernerfelt, 1984), routines 
(Nelson and Winter, 1982), competencies (Prahalad and Hamel, 1990), 
capabilities (Amit and Schoemaker, 1993; Eisenhardt and Martin, 2000; 
Kogut and Zander, 1992; Leonard-Barton, 1992; Teece, Pisano, and 
Shuen, 1997), and intellectual capital (Nahapiet and Ghoshal, 1998; 
Quinn, 1992). Obviously, various different research streams can be sub
sumed under the heading of the knowledge-based view of the firm, but 
even though each of these streams has a distinct focus, they basically 
all share the notion that knowledge is the critical source of competitive 
advantage for firms. A study by Acedo, Barroso, and Galan (2006) 
confirmed the links among the resource-based view, the knowledge
based view, and the dynamic capability perspective.3 However, they see 
the knowledge-based view as one main trend within the resource-based 
theory of the firm and identify two large subgroups of the knowledge
based view: one - which is closer to the resource-based view group -
asserts that knowledge is the most important strategic resource for 
organizations (Conner and Prahalad, 1996; Grant, 1996b; Kogut and 
Zander, 1992) and the other subgroup maintains a less positivist view 
of knowledge analysis and adopts a more pluralistic epistemology, 
redolent of social constructivism (Spender, 1996b; Tsoukas, 1996). 
Interestingly, each branch of the knowledge-based view is defended by 
the editors of the special issue mentioned above, Grant and Spender 
(Acedo, Barroso, and Galan, 2006). Grant (1996b) acknowledges that 
the two different approaches originate from their different academic 
backgrounds: economics (Grant) and philosophy, psychology, and tech
nology (Spender). Acedo Barroso and Galan (2006) further argue that 
the work of Teece, Pisano, and Shuen (1997) lies (somewhere) in be
tween these two views. A detailed discussion and comparison of the 
different research streams would go beyond the scope of this book. 
I therefore adopt here the notion of the knowledge-based view of the 
firm in accordance with the work by Nonaka and associates (Non aka 
and Toyama, 2002, 2005; Nonaka, Toyama, and Nagata, 2000). 

According to Nonaka, Toyama, and Nagata (2000b: 1), the know
ledge-based view of the firm is the most recent development in the 
theory of the firm and 'views a firm as a knowledge-creating entity, 
and argues that knowledge and the capability to create and utilize such 
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knowledge are the most important source of a firm's sustainable com
petitive advantage' (cf. also Cyert, Kumar, and Williams, 1993; Kogut 
and Zander, 1996; Metcalfe and James, 2000; Nahapiet and Ghoshal, 
1998; Nelson, 1991; Nonaka, 1991, 1994; Nonaka and Takeuchi, 1995; 
Prahalad and Hamel, 1990). Indeed, 'in the view of the firm as a know
ledge-creating entity, a firm is a dynamic entity which actively inter
acts with its environment, and reshapes the environment, and even 
itself, through the process of knowledge creation' (Nonaka and Toyama, 
2005: 420). According to Grant (1997: 454), the 'knowledge-based view 
promises to have one of the most profound changes in management 
thinking since the scientific management revolution' of the early 
decades of the twentieth century. The knowledge-based theory of the 
firm has also been 'strongly influenced by growing recognition of 
different types of knowledge and their characteristics' (Spender and 
Grant, 1996: 8). Indeed, the work of Polanyi (1962, 1966) and Nelson 
and Winter (1982), has been especially influential in directing atten
tion to knowledge which is embodied in individual and organizational 
practices and cannot be readily articulated. But such knowledge is of 
critical strategic importance because, unlike explicit knowledge, it is 
both inimitable and appropriable (Spender and Grant, 1996). 

Knowledge-based approaches in management research portray orga
nizations as primary vehicles for producing, transferring, and combin
ing knowledge (cf., for example, Grant, 2002; Kogut and Zander, 1996; 
Nonaka, 1994) and basically see firms as social communities that serve 
as efficient mechanisms for the creation and transformation of know
ledge into economically rewarded products and services (Kogut and 
Zander, 1993).4 According to Grant (1996b: 112), the assumption that 
the critical input in production and primary source of value is know
ledge is fundamental to a knowledge-based theory of the firm. Spender 
(1989: 33) redefined the organization 'as the set of ideas which 
influence individual behavior' and sees the firm as 'a body of know
ledge, what might now be called a "knowledge-base"'. Therefore, 'it is 
the firm's knowledge, and its ability to generate knowledge, that lies at 
the core of a more epistemologically sound theory of the firm' 
(Spender, 1996b: 46). Spender (1996b: 47) calls for such a 'knowledge
based theory in which organizations are enduring alliances between 
independent knowledge-creating entities, be they individuals, teams or 
other organizations, and tangible resources are subordinated to the ser
vices they provide'. Firms have also been identified as 'knowledge 
systems' (Grant, 1996a) or 'distributed knowledge systems' (Tsoukas, 
1996) as well as a 'repository for knowledge' (Teece, 1998) by scholars 
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in the field. In a similar vein, Patriotta (2003: 25) concludes that the 
most distinctive trait of the knowledge-based theory of the firm is 'the 
conceptualization of the firm itself as a body of knowledge'. 

A central question for the theory of the firm is, 'Why do firms differ?' 
(Nelson, 1991; Nonaka and Toyama, 2005), and in trying to under
stand business and economics we also keep coming back to the ques
tions of 'What is a firm?' and 'How does it function?' (Nonaka and 
Toyama, 2002). This is in contrast to Tsoukas (1996) who argues that 
from a research point of view, what needs to be explained is not so 
much 'why firms differ' - according to him they inevitably do - but 
rather what are the processes that make them similar. The answer pro
vided by Nonaka and Toyama (2005: 420) is that 'firms differ because 
they want and strive to differ' and that 'in order to explain why firms 
differ we have to deal with the subjective elements of management, 
such as management viSion, the firm's value system, and the commit
ment of employees'. In fact, in organizational knowledge creation, it is 
such differences in human subjectivities that help create new know
ledge (Nonaka and Toyama, 2005: 421). The knowledge-based view of 
the firm is therefore different from the positioning school and the 
resource-based view of the firm (see above and also Patriotta, 2003). 
The positioning school mainly focuses on the environment in which 
the organization operates (Porter, 1980) and explains firm differences 
with reference to the difficulties in entering an industry or a strategic 
group (Nonaka and Toyama, 2003, 2005). 

The knowledge-based theory of the firm has also helped to raise 
important questions about sustainability of competitive advantages 
and cumulative strategic change within the organization (Choi and 
Lee, 1997) and deals with the importance of knowledge within the 
corporation. According to Nonaka, Toyama, and Nagata, (2000: 2), 
'[k]nowledge and skills give a firm a competitive advantage because it 
is through this set of knowledge and skills that a firm is able to inno
vate new products/processes/services, or improve the existing ones 
more efficiently and/or effectively'. However, it is increasingly difficult 
for firms to attain and sustain competitive advantages through the 
reallocation of capital (Bresman, Birkinshaw, and Nobel, 1999). As 
Hansen and Nohria (2004: 22) put it, the ways for MNCs to compete 
successfully by exploiting scale and scope economies or by taking 
advantage of imperfections in the world's goods, labour, and capital 
markets are no longer as profitable as they once were, and as a result, 
'the new economies of scope are based on the ability of business 
units, subsidiaries and functional departments within the company to 
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collaborate successfully by sharing knowledge and jointly developing 
new products and services'. In addition, contexts of competition and 
international business are changing also, which causes uncertainty for 
organizations and puts pressure upon them to change and renew their 
eXisting practices (Choi and Lee, 1997). This is also why Spender and 
Grant (1996: 9) conclude their introduction to the special issue by 
summarizing Spender (1996b) with the following: 

the knowledge-based theory of the firm is a paradigmatic gateway, 
the point in the evolution of our field where we abandon the older 
concept of a theory as a blue-print for creating the firm, and move 
towards a more agricultural notion of management as the inter
vention in and husbandry of the natural knowledge-creating 
processes of both individuals and collectivities, be they societies as 
they create and are reconstituted by their culture, or firms as they 
create and are reconstituted by their creations. 

The knowledge-based view of the firm suggests that 'knowledge cre
ation and management are key in today's knowledge intensive society' 
(Hanvanich, Droge, and Calantone, 2003: 124). In line with this, 
Nonaka and fellow researchers interpret the knowledge-based theory of 
the firm as a 'knowledge-creating view of the firm' with the raison 
d'etre of a firm being to continuously create knowledge (Nonaka and 
Toyama, 2002, 2005; Nonaka, Toyama, and Nagata, 2000). They argue 
that the knowledge-creating view of the firm 'is different from other 
theories of the firm in its basic assumptions that humans and organ
izations are dynamic beings, and in its focus on the process inside the 
firm' (Nonaka, Toyama, and Nagata, 2000: 2). Zack (2003: 69) found 
four characteristics of a knowledge-based organization, namely process, 
place, purpose, and perspective and argues that the knowledge-based 
organization 'is a collection of people and supporting resources that 
create and apply knowledge via continued interaction'. In a similar 
vein, business organizations can be seen as collections of knowledge 
assets, and the integration, updating, maintenance, and management 
of those assets are of great importance (Tsoukas and Mylonopoulos, 
2004). According to Teece (1998: 75), the 'essence of the firm is its 
ability to create, transfer, assemble, integrate, and exploit knowledge 
assets' and knowledge assets (ct. 3.4.3) 'underpin competences, and 
competences in turn underpin the firm's product and service offerings 
to the market'. In fact, 'competitive advantage (superior profitability) 
at the enterprise level depends upon the creation and exploitation of 



Theoretical Framework 19 

difficult-to-replicate non-tradable assets, of which knowledge assets are 
the most important' (Teece, 2000b: 44). 

3.4 The theory of organizational knowledge creation 

The theory of organizational knowledge creation has basically 
been developed by Ikujiro Nonaka and fellow researchers (d., for 
example, Nonaka, 1991, 1994,2005; Nonaka and Konno, 1998,2003; 
Nonaka and Takeuchi, 1995; Nonaka and Toyama, 2002, 2003, 2005; 
Nonaka, Toyama, and Konno, 2000; Nonaka, Toyama, and Nagata, 
2000; Nonaka, von Krogh, and Voelpel, 2006). The 1995 book (Nonaka 
and Takeuchi, 1995) is regarded as 'one of the most cited theories in 
the knowledge management literature' (Choo and Bontis, 2002b: 11; 
d. also Choo, 2003; Takeuchi and Nonaka, 2004). Discussing the 
whole theory in detail - Nonaka has been developing this theory 
for more than twenty years now - would go beyond the scope of this 
book. In the following sections, its main aspects and concepts will 
be presented briefly and concisely. 

3.4.1 The knowledge-creating company 

Nonaka's publications have drawn attention to Japanese firms as 
knowledge-creating companies, a feature that supposedly helped them 
to create the dynamics of innovation and to become world leaders in 
the automotive and electronics industries, among others, in the 1980s 
and the beginning of the 1990s. Generally speaking, the difference 
between Japanese and Western firms lies in the former's strength 
of leveraging tacit knowledge while the latter tend to focus rather 
on explicit knowledge (Hedlund and Nonaka, 1993; Nonaka and 
Takeuchi, 1995; Nonaka, von Krogh, and Voelpel, 2006; Takeuchi and 
Nonaka, 2000).5 Japanese firms' particular aptitude for knowledge 
creation and harnessing tacit knowledge has also been recognized and 
credited by Western scholars (for example, Baumard, 1999; Cohen, 
1998; Davenport and Prusak, 2000; Holden, 2002; Leonard, 1998). 
According to Burton-Jones (1999: 31, original emphasis), the 'main 
pOint in the long run ... is that only tacit knowledge, whether alone or 
in conjunction with explicit knowledge, can give a firm a sustainable 
competitive advantage'. 

In fact, this distinction between tacit and other types of knowledge 
is widely accepted among knowledge management researchers (for 
example, Spender, 2003; von Hippel, 1994). This is also closely related 
to two different paradigms in organizational theory and management 
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practice: the information-processing paradigm which leads to a rather 
technical concept of knowledge management focusing on information 
technology (IT) and explicit knowledge, and the knowledge-creation 
paradigm which emphasizes intellectual capability and human creativity 
and tacit knowledge (Ichijo, 2002, 2004). According to Leonard (1998: 
10), for instance, knowledge management 'demands the ability to 
move knowledge in all directions - up, down, across', which is why 
we often talk of knowledge flows within organizations, and Wiig 
(2004: 338) defines knowledge management as, '[t]he systematic, 
explicit, and deliberate building, renewal, and application of know
ledge to maximize an enterprise's knowledge-related effectiveness and 
returns from its knowledge and intellectual capital assets'. In contrast 
to that, Nonaka and Takeuchi (1995: 3) mean 'the capability of a 
company as a whole to create new knowledge, disseminate it through
out the organization, and embody it in products, services, and systems' 
by organizational knowledge creation and develop a dynamic model of 
this process (SECI model, see below). Indeed, '[s]ince knowledge is 
socially constructed, focus on knowledge creation, rather than know
ledge transfer, becomes paramount for organizational learning' 
(Plaskoff, 2003: 164). Hence, managing existing knowledge alone is 
simply not enough (Umemoto, 2002). 

The focus on creating new knowledge rather than merely managing 
existing knowledge within a firm is one of the most important contri
butions of Nonaka's theory. Another one is the analysis of the process 
of organizational knowledge creation rather than solely the creation 
and application of knowledge by individuals. This is in contrast to 
Grant (1996b: 112) who works with the assumptions that knowledge 
creation is an individual activity and that the primary role of firms is in 
the application of existing knowledge to the production of goods and 
services. However, Grant (1996b: 121) also acknowledges that 'a more 
comprehensive knowledge-based theory of the firm will embrace 
knowledge creation and application'. 

But even though this distinction between tacit and explicit knowl
edge is widely accepted among knowledge management researchers, it 
is important to note that they are not distinct categories as knowledge 
exists on a spectrum and all knowledge has tacit dimensions (d., for 
example, Dixon, 2000; Leonard and Sensiper, 1998; Leonard and Swap, 
2005a; Polanyi, 1966; Tsoukas, 1996). Tsoukas (1996: 14, original em
phasis) puts it like this: 'Tacit knowledge is the necessary component 
of all knowledge; it is not made up of discrete beans which may be 
ground, lost or reconstituted.' Finally, the notion of knowledge as a 
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continuum emphasizes the contrasting natures of tacit and explicit 
knowledge, and their Interaction (Nonaka and Peltokorpi, 2006; 
d. also Cavusgil, Calantone, and Zhao, 2(03). 

Based on the assumption that tacit and explicit knowledge are not 
totall y separate but mutually complementary entities and that know
ledge is created through the interaction between tacit and explicit know
ledge, Nonaka (1994) proposed a model of four different modes of 
knowledge conversions (d. also Nonaka and Takeuchi, 1995): from tacit 
knowledge to tacit knowledge (social ization), from tacit knowledge to 
explicit knowledge (externalization), from explicit knowledge to explicit 
knowledge (combination), and from explicit knowledge to tacit know
ledge (Internalization). The knowledge-creation process starts with the 
accumulation of personal, hard-to-externalize, subjective, and contextual 
tacit knowledge, which is then converted through the phases of social
ization, externalization, combination, and internalization (SEC() into 
more objective explicit knowledge (Nonaka, 1991, 1994; Nonaka and 
Takeuchi, 1995). This model is widely accepted and has long become 
state-of-the-art in the theory of knowledge management and creation (for 
critical literature see 6.6). Figure 3. 1 shows the detailed model of the SECI 
process. I will not discuss it in detail here, but I will come back to it when 
discussing knowledge-based marketing later on (d. Specifically 4.2.3.). 

E)(plicit 
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Figure 3.1 The SECI model of knowledge creation (from Nonaka and Toyama, 
2003: 5) 
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3.4.2 Basic components of the knowledge-based firm 

The theory of organizational knowledge creation has been further 
extended and refined by integrating the concepts of context/place 
(ba) (Nonaka and Konno, 1998; Nonaka and Toyama, 2003; Nonaka, 
Toyama, and Konno, 2000) and leadership and by identifying enabling 
conditions as well as certain barriers for knowledge creation (lchljo, 2004; 
von Krogh, Ichijo, and Nonaka, 2000). In yet further extensions of the 
knowledge-based theory of the fi rm (Nonaka and Toyama, 200S), knowl
edge creation is described through the shared context of Interaction (ba), 
visions, driving objectives, dialogues, and practices (ct. Figure 3.2), and is 
linked with the concept of phronetic leadership (Nonaka and Peltokorpi, 
2006; Nonaka and Toyama, 2006a). In this model, the SECI process of 
knowledge conversion occurs through interaction between dialogues and 
practice, while phronetic leadership - although not indicated in the 
figure - influences organization-wide activities. The concept of phronetic 
leadership will not be dealt with fu rther in this book. 

Vision. According to Ichilo (2006b: 86) ' ji]nstilling a knowledge vision 
emphasizes the necessity for moving the mechanics of business 

Environment 
(Ecosystem) 

~~ 

Figure 3.2 The theory of the knowledge-creating firm (from Nonaka and 
Toyama, 2005: 423) 
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strategy to creating an overall vision of knowledge in the organization'. 
This vision 'gives the intention via describing what knowledge should 
be generated' (Taudes, Trcka, and Lukanowicz, 2002: 143). The know
ledge vision of a firm arises from confronting the fundamental ques
tion: 'Why do we exist?' By going beyond profits and asking 'Why do 
we do what we do?' the mission and domain of the firm become 
defined. This knowledge vision gives a direction to knowledge creation 
(Nonaka and Toyama, 2005). Indeed, due to the dispersed nature of 
organizational knowledge creation, and the need for co-ordination of 
teams and knowledge transfer, the theory of organizational knowledge 
creation emphasized the development of 'knowledge visions' in organ
izations (Nonaka and Takeuchi, 1995; von Krogh, Ichijo, and Nonaka, 
2000). Therefore, the 'most critical element of corporate strategy is 
to conceptualize a vision about what kind of knowledge should be 
developed and to operationalize it into a management system for 
implementation' (Nonaka and Takeuchi, 1995: 74). Knowledge visions 
specify a 'potentiality for being' and both result from and inspire con
versations and rhetoric throughout the organizations, and as such they 
represent important resources for justification involved in organ
izational knowledge creation (Non aka, Pelto korpi, and Tomae, 2005; 
Nonaka, von Krogh, and Voelpel, 2006; cf. also Giroux and Taylor, 
2002). In fact, knowledge-based visions, which both result from and 
inspire dialogues throughout organizations, need to be internalized by 
all employees (Nonaka and Peltokorpi, 2006). 

Driving objectives. As companies need to generate profits to fund know
ledge creation, driving objectives, actualized in concepts, numbers, and 
collective discipline, orchestrate the visions, dialogues, and practices 
into a dynamic coherence (Nonaka and Peltokorpi, 2006; Nonaka, 
Peltokorpi, and Tomae, 2005). According to Nonaka and Toyama 
(2005), driving objectives trigger knowledge creation by questioning 
the essence of things. Therefore, in order to initiate constant upward 
spiralling knowledge creation, driving objectives must be subtle, some
times to the point of transparency, so that the new reality can emerge 
through reflection and social interaction. 

Dialogues. Nonaka and Toyama (2005) stress the importance of dialogues 
as they enhance intersubjectivity by linking ba (see below) within 
and beyond the firm's boundaries. According to Ichijo (2004), the 
essence of organizational activities resides in communication, which is 
why managing communications - encouraging active communication 
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among organizational members - is a key enabler for knowledge 
creation. 

Practices. Practices are 'dialectics in action', processes in which people 
reflect the acquired knowledge and skills based on self-transcending 
action (Non aka and Toyama, 200S). In organizations, driving objec
tives, apprenticeships, training, and mentoring arrangements are effec
tive ways to help new employees refine and internalize new practices, 
and once practices are shared and systematized throughout the com
pany they become part of the company's knowledge assets (d. also 
3.4.3). As they are mostly tacit, they are hard to imitate by other com
panies and thus provide a knowledge-based competitive advantage 
(Nonaka and Peltokorpi, 2006). 

Ba. Knowledge needs context or a physical space to be created (Nonaka 
and Konno, 1998; Nonaka, Toyama, and Konno, 2000; Nonaka, 
Konno, and Toyama, 2001). Nonaka and Toyama (2003: 6) view ba as 
'a continuously created generative mechanism that explains the poten
tialities and tendencies that either hinder or stimulate knowledge 
creative activities'. In fact, ba is 'an existential place where participants 
share their contexts and create new meanings through interactions' 
and '[b]y providing a shared context in motion, ba sets binding 
conditions for the participants by limiting the way in which the 

Figure 3.3 Ba as a shared context in motion (from Nonaka, Toyama, and 
Konno, 2000: 14) 
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participants view the world as insiders of the world' (Nonaka and 
Toyama, 2003: 7) (d. also Figure 3.3). In the knowledge-based theory 
of the firm, a firm is considered 'a social community specializing 
in speed and efficiency in the creation and transfer of knowledge' 
(Kogut and Zander, 1996: 503; d. also Kogut and Zander, 1992). 
Indeed, a firm can be conceptualized as a dynamic configuration of 
ba, i.e. as 'a collection of "ba", which interact with each other organ
ically and dynamically' (Nonaka, Toyama, and Nagato, 2000: 9) 
(d. also 4.2.2.2). 

Ba is constantly evolving and thus provides a 'shared context in 
motion' (Non aka and Toyama, 2003; Nonaka, Toyana, and Konno, 
2000). Nonaka, Toyana, and Konno (2000: 16ff.) distinguish between 
four different types of ba: originating ba, dialoguing ba, systemizing ba, 
and exercising ba. But a detailed discussion would go beyond the scope 
of this book. Creating the right context is also one of the knowledge 
enablers identified by von Krogh, Ichijo, and Nonaka (2000). It exam
ines the close connections among organizational structure, strategy 
and knowledge enabling and 'involves organizational structures that 
foster solid relationships and effective collaboration' (Ichijo, 2004: 
142-3; d. also Ichijo, 2006b). 

3.4.3 Knowledge assets 
According to Teece (2000b: 35), there is 'increasing recognition that 
the competitive advantage of firms depends on their ability to create, 
transfer, utilize and protect difficult-to-imitate knowledge assets' (d. 
also Boisot, 1998). Nonaka, Toyama, and Nagata (2000: 14) define 
knowledge assets as 'inputs and outputs of knowledge-creating 
processes', which - unlike inputs and outputs in neoclassical eco
nomics - are often invisible, tacit, and dynamic (d. also Kokuryo, 
Nonaka, and Kataoka, 2003). In fact, Figure 3.1 has already illustrated 
that knowledge assets are inputs and outputs of the SECI process 
(d. also Nonaka and Toyama, 2005). To be precise, knowledge assets 
are created from the knowledge-creating process through dialogues and 
practices in ba (Nonaka and Toyama, 2005: 429). Unlike other assets, 
knowledge assets are intangible, are specific to the firm, and change 
dynamically. The essence of knowledge assets is that they must be built 
and used internally in order for full value to be realized, and hence 
cannot be readily bought and sold (Teece, 1998, 2000a, 2000b). As a 
result, they must be built in-house by firms, and frequently they must 
also be exploited internally in order for full value to be realized by 
the owner (Teece, 2000b: 36). Moreover, knowledge assets do not just 
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mean the knowledge already created, such as know-how, patents, tech
nologies, or brands, but also include the knowledge to create know
ledge, such as the organizational capability to innovate (Non aka and 
Toyama, 200S: 429). While knowledge assets are grounded in the expe
rience and expertise of individuals, firms provide the physical, social, 
and resource allocation structure so that knowledge can be shaped into 
competencies (Teece, 1998: 62). Indeed, the proper structures, incen
tives, and management can help firms generate innovation and build 
knowledge assets (Teece, 2000a: 12). As a result, the competitive advan
tage of firms in today's economy stems not from market position, but 
from difficult to replicate knowledge assets and the manner in which 
they are deployed (Teece, 1998: 62). 

Knowledge assets are then categorized into four types: experiential, 
conceptual, systemic, and routine knowledge assets, and they are mobil
ized and shared in ba, so that new knowledge can be continuously 
created (Nonaka, Toyama, and Nagata, 2000: IS-17; d. also Nonaka, 
Toyama, and Konno, 2000; Kokuryo, Nonaka, and Kataoka, 2003; 
Umemoto, 2002). 

Experiential knowledge assets. These are the shared tacit knowledge 
which is built through shared, hands-on experiences among organ
izational members and customers, suppliers, or affiliated firms. Skills 
and know-how, acquired and accumulated through work experiences, 
are examples of experiential knowledge assets. Their tacitness makes 
them firm-specific and difficult-to-imitate resources that provide a 
sustainable competitive advantage to a firm. 

Conceptual knowledge assets. These are the explicit knowledge articu
lated through images, symbols, and language. They are the assets based 
on the concepts held by customers and organizational members. Since 
they have tangible forms, conceptual knowledge assets are easier to see 
than experiential knowledge assets. 

Systemic knowledge assets. They are the systematized and packaged 
explicit knowledge, such as explicitly stated technologies, product 
specifications, manuals or documented information about customers 
and suppliers. They are 'visible' and easily digitized into IT, and can be 
traded and transferred with relative ease. 

Routine knowledge assets. These are the tacit knowledge that is rou
tinized and embedded in the actions and practices of the organization. 
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Know-how, organizational routines, and organizational culture in car
rying out the daily business of the organization are examples of such 
knowledge assets. Sharing narratives and stories about their own 
company also helps build routine knowledge assets (Nonaka, Toyama, 
and Nagata, 2000; 15-17; d. also Nonaka, Toyama, and Konno, 2000; 
Kokuryo, Nonaka, and Kataoka, 2003; Umemoto, 2002) 

Figure 3.4 gives an overview of the four categories of knowledge assets. 
Since knowledge assets are both inputs and outputs of the organ
ization's knowledge-creating activities, they are constantly evolving 
(Nonaka and Toyama, 2002: 997) . The most important knowledge 
assets are the capability to continuously create new knowledge out of 
existing firm-specific capabilities, rather than the stock of knowledge, 
such as particu lar technology, that a firm possesses at one point in 
time (d., for example, Barney, 1991; Lei, Hitt, and BettiS, 1996; Nelson, 
1991 ; Nonaka and Toyama, 2002; Teece, Pisano, and Shuen, 1997). 

According to Nonaka and Toyama (2002: 998), '[hligh-quality tacit 
knowledge is the sou rce of sustainable competitive advantage since it 
takes times to be accumulated and is not easily replicated'. Therefore, 
'organizational knowledge, lea rn ing and capabilities form a triangle: 
the ongOing development of organizational knowledge is, or can be, a 
dynamiC capability that leads to continuous organizational learning and 
further development of knowledge assets' (Tsoukas and Mylonopoulos, 
2004 , 52). 

Experiential Knowledge Assets Conceptual Knowledge A.sets 
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Figrm? 3.4 Four categories of knowledge assets (from Nonaka, Toyama, and 
Konno, 2000; 20) 
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3.5 Communities of practice 

Chapter 3.4.1 has shown that certain enabling conditions are necessary 
for successful organizational knowledge creation (d. also Ichijo, 2006b; 
von Krogh, Ichijo, and Nonaka, 2000), and one of the most important 
ones has turned out to be a shared context or ba. As will be discussed 
below, Western scholars have also come up with a concept similar to 
ba, namely so-called communities of practice (CoP). In fact, a consider
able body of research focuses on learning and knowledge sharing in 
CoPs, a field that has been developed and significantly shaped by the 
works of Wenger and fellow researchers (Lave and Wenger, 1991; 
Wenger, McDermott, and Snyder, 2002; Wenger and Snyder, 2000). 
CoPs have recently become 'key components in an organizational 
learning toolkit' (Plaskoff, 2003: 161), and can be seen as 'the corner
stones of knowledge management' (Wenger, 2004: 2). As a result, they 
have achieved prominence in the context of knowledge management 
and organizational learning both with scholars and practitioners 
(d., for example, Brown and Duguid, 1991, 2001; Saint-Onge and 
Wallace, 2003; Soekijad, Huis in't Veld, and Enserink, 2004; Swan, 
Scarbrough, and Robertson, 2002). 

Wenger and Snyder (2000: 139) speak of CoPs as 'a new organ
izational form' that is emerging that promises to complement existing 
structures of knowledge management and radically galvanize know
ledge sharing, learning and change. CoPs can be defined as 'groups of 
people who share a concern, a set of problems, or a passion about a 
topic, and who deepen their knowledge and expertise in this area by 
interacting on an ongoing basis' (Wenger, McDermott, and Snyder, 
2002: 4), or more generally as 'an activity system about which par
ticipants share understandings concerning what they are doing 
and what that means in their lives and for their community' (Lave and 
Wenger, 1991: 98). Thus, they are united in both action and in the 
meaning that that action has, both for themselves and for the larger 
collective, and can be defined by disciplines, by problems, or by situ
ations (Wenger, 2004: 2). 'In brief, they're groups of people informally 
bound together by shared expertise and passion for a joint enterprise -
engineers engaged in deep-water drilling, for example, consultants who 
specialize in strategic marketing, or frontline managers in charge of 
check processing at a large commercial bank' (Wenger and Snyder, 
2000: 139). Finally, CoPs 'appear to be an effective way for organiza
tions to handle unstructured problems and to share knowledge outside 
of traditional structural boundaries' and serve as 'a means of develop-
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ing and maintaining long-term organizational memory' (Lesser and 
Storck, 2001: 832). As a result, community building 'can be viewed as 
learning how to learn organizationally' (Plaskoff, 2003: 166). 

According to Wenger, McDermott, and Snyder (2002: 24), CoPs 
'vary widely in both name and style in different organizations'. Ano
ther term that can frequently be found from the extant literature and 
that seems to be even more general than the term CoP is 'knowledge 
community' (KC) - sometimes also referred to as 'strategic com
munities' - (d., for example, Barrett, Cappleman, Shoib, and Walsh am, 
2004; Garavelli, Gorgoglione, and Scozzi, 2004; Hustad, 1999; Storck 
and Hill, 2000). However, there does not seem to exist a common 
definition of the term: Lindkvist (200S), for example, speaks of KC in 
regard to CoPs and of knowledge collectivity with reference to what he 
suggests as a 'collectivity-of-practice', and Ryu and fellow researchers 
(200S) view enterprise information portals (EIP) as KCs, which is 
obviously too simplistic a view. 

According to Lave and Wenger (1991), the sharing of expertise and 
the creation of new knowledge, often tacit in nature, is a central tenet 
of a CoP's existence; it exists as a social gathering or technological 
network. The sharing of tacit knowledge by and through CoPs is by 
means of storytelling, conversation, coaching, and apprenticeship pro
vided by CoPs (Wenger, McDermott, and Snyder, 2002). As a matter 
of fact, the sharing of tacit knowledge - socialization - as well as its 
(partial) transformation into explicit knowledge - externalization - are 
at the heart of CoPs. This also seems to be in line with Nonaka's theory 
of knowledge creation and Japanese firms' particular focus on tacit 
knowledge (d. 3.4). Besides, as managing existing knowledge alone is 
simply not enough (Umemoto, 2002), the creation of new knowledge 
and organizational learning are key as well. 

According to Plaskoff (2003: 179), '[c]ommunities provide an enabl
ing context for knowledge creation'. Indeed, organization structures 
and systems that provide a context that co-ordinates and motivates 
action are critical elements of the overall knowledge organization 
(Wenger, McDermott, and Snyder, 2002). As they view ba as 'an exis
tential place where participants share their contexts and create new 
meanings through interactions', Nonaka and Toyama (2003: 7; d. also 
Nonaka, von Krogh, and Voelpel, 2006) acknowledge similarities of the 
concept of ba to the concept of CoP, but stress important differences 
(d. also 3.4.1).6 In the end, it is probably safe to say that CoPs are, or 
at least can constitute and provide, a certain type of ba, an enabling 
context for knowledge creation, sharing, and organizational learning 
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in organizations. Indeed, according to Mavin and Cavaleri (2004: 286), 
learning is 'embedded in and mediated through particular social and 
cultural contexts' and such social learning in context enhances the per
formance and capability of organizations. This kind of social learning 
in context has been termed 'situated learning' by Lave and Wenger 
(1991). 

In fact, '[a]s organizations grow in size, geographical scope, and com
plexity, it is increasingly apparent that sponsorship and support of 
groups such as [CoPs] is a strategy to improve organizational per
formance' (Lesser and Storck, 2001: 831) and '[s]uccess in global 
markets depends on communities sharing knowledge across the globe' 
(Wenger, McDermott, and Snyder, 2002: 7). Therefore, CoPs 'can be 
particularly useful in helping to build a global organization out of a lot 
of individual operating companies in separate countries' (Buckman, 
2004: 164) - Wenger and fellow researchers speak of 'distributed' CoPs 
(2002) - and thus foster the sharing of knowledge horizontally and 
across intra-organizational boundaries. Besides, another benefit of CoPs 
is that they 'evade the ossifying tendencies of large organizations' 
(Brown and Duguid, 1991: SO). 

3.6 Global knowledge-based management 

Bartlett and Ghoshal (2002: 3) state that the world's largest companies 
are in flux and that '[n]ew pressures have transformed the global com
petitive game'. 'In a global economy, the boundaries of a firm are not 
geographically determined' (Leonard, 1998: 216). 'Virtually all business 
conducted today is global business' (Thomas, 2002: 3); national eco
nomies have become increasingly deregulated and have opened up 
opportunities for international trade and competition so that it has 
'become the norm for organizations to compete for market share not 
only with their national competitors but also with international ones' 
(Trompenaars and Woolliams, 2004: 27). Besides, in such 'an era of 
ever faster innovation cycles combined with an increasing convergence 
of industries ... and intense and global competition, advantages tend 
to erode quickly' (Ambos and Schlegelmilch, 2005: 23). Furthermore, 
'[i]n today's hyper-competitive global marketplace it is pivotal for 
enterprises to manage not only tangible resources but also to exploit 
intangibles' (Desouza and Evaristo, 2003: 62). At the same time - or 
maybe even specifically for these reasons - '[t]he last two decades have 
seen an increase in cooperative activity between firms, particularly 
between trans-national corporations' (Buckley, Glaister, and Husan, 
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2002: 113). Indeed, numerous studies have noted and commented on 
this rise in strategic alliance and international joint venture (UV) for
mation (Child, Faulkner, and Tallman, 2005; Contractor and Lorange, 
2002; Doz and Hamel, 1998; Dyer, Kale, and Singh, 2001, 2004; Grant 
and Baden-Fuller, 2004; Inkpen, 2000; Inkpen and Ramaswamy, 2006; 
Lane, Salk, and Lyles, 2001) and this fact 'is taken as further proof of 
the unstoppable march of globalization, particularly as a large and 
growing number of these agreements involve firms of at least two 
nationalities' (Narula and Hagedoorn, 1999: 283). Besides, the benefits 
of cross-border alliances, foreign partnerships, and joint ventures aV) -
even between competitors - in general, as well as of (inter-)organ
izational learning and knowledge transfer and acquisition, have fre
quently been pOinted out and discussed (d., for example, Child, 
Faulkner, and Tallman, 2005; Dhanaraj, Lyles, Steensma, and Tihanyi, 
2004; Hamel, Doz, and Prahalad, 1989; Inkpen, 1998, 2000, 2002; 
Inkpen and Currall, 2004; Inkpen and Dinur, 1998; Inkpen and Tsang, 
2005; Lane, Salk, and Lyles, 2001; Lyles, 1988; Salk and Simonin, 2003; 
Simonin, 1999b, 2004; Steensma, Tihanyi, Lyles, and Dhanaraj, 2005). 

This view seems to be in line with international business and know
ledge management scholars' positing the capability of MNCs to create 
and efficiently transfer and combine knowledge from different lo
cations around the world to become more and more important as a 
determinant of competitive advantage and as critical to their success 
and survival (d., for example, Asakawa and Lehrer, 2003; Bartlett and 
Ghoshal, 2002; Chini, 2004; Desouza and Awazu, 2005b; Doz, Santos, 
and Williamson, 2001; Gupta and Govindarajan, 2000a; Macharzina, 
Oesterle, and Brodel, 2001; Schulz and Jobe, 2001). This cross-border 
synergistic process of joint knowledge creation has been termed 'global 
knowledge creation' and identified as a key process of globalization 
(Nonaka, 1990b: 82). 

Besides, as new knowledge 'provides the basis for organizational 
renewal and sustainable competitive advantage', '[t]he acquisition of 
new organizational knowledge is increasingly becoming a managerial 
priority' and, in the global arena, 'the complexities increase in scope as 
multinational firms grapple with cross-border knowledge transfers and 
the challenge of renewing organizational skills in various diverse set
tings' (Inkpen, 1998: 69). In fact, '[t]acit knowledge, embodied in indi
vidual, group and organizational routines, is of critical strategic 
importance because, unlike explicit knowledge, it is both inimit
able and appropriable' (AI-Laham and Amburgey, 2005: 251; d. also 
Spender, 1996b). 



32 International Marketing in the Network Economy 

'For learning to be more than a local affair, knowledge must spread 
quickly and efficiently throughout the organization', as '[i]deas carry 
maximum impact when they are shared broadly rather than held in a 
few hands' (Garvin, 1993: 87). According to Bresman, Birkinshaw, and 
Nobel (1999: 440), the process of knowledge transfer between business 
units is an essential aspect of knowledge management, and Tseng 
(2006: 121) notes that knowledge transfer capability is one of the most 
important advantages of MNCs and that '[t]hrough the transfer and 
adaptation of knowledge, subsidiaries of MNCs build and develop their 
competitiveness over local firms'. Indeed, the management of know
ledge flows is especially important for MNCs because they operate in 
geographically and culturally diverse environments (Schulz and lobe, 
2001). According to Teece (2000b: 37), 'the very essence of a large, 
integrated firm can be traced in substantial measure to its capacity to 
facilitate the (internal) exchange and transfer of knowledge assets and 
services, assisted and protected by administrative processes'. Denrell, 
Arvidsson, and Zander (2004: 1491) argue that the 'importance of 
knowledge transfer in multinational companies implies that iden
tifying capabilities and expertise, that is, "knowing who in the organ
ization is good at what," is a major component in knowledge 
management' and that '[i]f knowledge is to be "managed" and trans
ferred, it is essential that participants in multinational companies 
know (and agree on) where capabilities reside'. 

Since strategically important knowledge is geographically dispersed 
in the business environment of most global firms (Asakawa and Lehrer, 
2003; Teece, 2000b), MNCs can derive great competitive advantage by 
managing knowledge flows between their subunits with differences 
between local markets requiring adaptation of products and operations 
to local conditions (Schulz and lobe, 2001; Haghirian, 2003). Minbaeva 
and associates (2003: 587) contend that the competitive advantage that 
MNCs enjoy is contingent upon their ability to facilitate and manage 
inter-subsidiary transfer of knowledge, and define knowledge transfer 
between organizational units as 'a process that covers several stages 
starting from identifying the knowledge over the actual process of 
transferring the knowledge to its final utilization by the receiving 
unit'. Doz, Santos, and Williamson (2001: 219) point to the impor
tant fact that MNCs will have to shift from merely being global pro
jectors of knowledge to so-called metanational companies, which 
means 'exploiting the potential of learning from the world by unlock
ing and mobilizing knowledge that is imprisoned in local pockets 
scattered around the globe'. However, while leveraging locally-
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embedded knowledge assets for global use is indeed a major challenge 
for multinational knowledge management, innovation by local units 
can also be leveraged for regional application (Asakawa and Lehrer, 
2003). 

Schulz (2001: 663) defines knowledge flows as 'the aggregate volume 
of know-how and information transmitted per unit of time' and states 
that with this definition he intends 'to capture the overall amount of 
know-how and information transmitted between subunits in all kinds 
of ways, including via telephone, e-mail, regular mail, policy revisions, 
meetings, shared technologies, and reviews of prototypes'. He further 
distinguishes between three subunit learning processes, namely collect
ing new knowledge, codifying knowledge, and combining old know
ledge, with collecting new knowledge occurring, 'when a subunit is 
exposed to complex, uncharted domains of activity or to environments 
characterized by a high rate of innovation and change' (Schulz, 2001: 
663). Gupta and Govindarajan (1991: 773) - who describe MNCs as a 
network of capital, product, and knowledge transactions among units 
in different countries, a perspective which is also consistent with the 
analyses of Bartlett and Ghoshal (2002) - use the term 'intracorporate 
knowledge flow' and define it as 'the transfer of either expertise 
(e.g., skills and capabilities) or external market data of strategic value'. 
In a further study, they were able to show that a complete mapping 
of the knowledge transfer process within MNCs requires attention 
to all of the following five major elements: value of the knowledge 
possessed by the source unit; motivational disposition of the source 
unit regarding the sharing of its knowledge; the existence, quality, 
and cost of transmission channels; motivational disposition of the 
target unit regarding acceptance of incoming knowledge; and the 
target unit's absorptive capacity for the incoming knowledge (Gupta 
and Govindarajan, 2000a). In particular, 'the context specificity of the 
knowledge has an effect on the extent of knowledge transfer, both 
because the more context specific the knowledge is, the smaller the 
absorptive capacity of the received and the less it can be used in other 
MNC units' (Foss and Pedersen, 2002: 64). 

Minbaeva and colleagues' (2003) most important finding, for instance, 
is that both aspects of absorptive capacity (ability and motivation) 
need to be present in order to optimally facilitate the absorption 
of knowledge from other parts of the MNC and that employee ability 
or motivation alone does not lead to knowledge transfer. Contrary to 
studies that blame primarily motivational factors, Szulanski's (1996) 
findings on internal stickiness, in turn, show the major barriers to 
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internal knowledge transfer to be knowledge-related factors such as 
the recipient's lack of absorptive capacity, causal ambiguity, and 
an arduous relationship between the source and the recipient (d. also 
Szulanski, 2003; Szulanski and Cappetta, 2003; von Hippel, 1994). 
In fact, whether or not the evaluation of the knowledge results in 
its integration in the organizational knowledge base depends on the 
learning effectiveness or absorptive capacity7 of the organization. 
Inkpen (1998, 2000) describes three factors influencing learning effec
tiveness - knowledge connections (such as foreign assignments or visits 
by personnel) between the partner firms to build networks; relatedness 
of partner knowledge; and the cultural alignment between parent 
executives and alliance managers (d. also 3.7). 

Moreover, knowledge is 'simultaneously highly sophisticated 
(both tacit and explicit) and widely dispersed in the hands and minds 
of many, and is not easily produced or captured inside the boundaries 
of one or a few firms' (Ciborra and Andreu, 2001: 78). As mentioned 
above, Nonaka (1990b: 82) terms the cross-border synergistic process of 
joint knowledge creation 'global knowledge creation' and sees it as the 
key process of globalization. Here again, '[t]acit knowledge, embodied 
in individual, group and organizational routines, is of critical strategic 
importance because, unlike explicit knowledge, it is both inimit
able and appropriable' (AI-Laham and Amburgey, 2005: 251; d. also 
Spender, 1996b). According to Teece (2000b: 41), 'the conversion 
of tacit to codified or explicit knowledge assists in knowledge transfer 
and sharing, thereby possibly helping to make the firm more inno
vative and more productive' because '[o]nce knowledge is made 
explicit, it is easier to store, reference, share, transfer, and hence 
re-deploy'. 

Finally, Dixon (2000: 143) summarizes the following two funda
mental messages of her work on common knowledge and knowledge 
transfer: '(I) there are many, very different ways to transfer knowledge, 
and (2) knowledge is transferred most effectively when the transfer 
process "fits" the knowledge being transferred'. Figure 3.5 gives an 
overview of Dixon's model of knowledge transfer based on the type 
of task. 

Obviously, managing knowledge transfers in firms is a very complex 
and difficult task and so is researching this process. This also explains 
the vast amount of theories and different research streams in this area. 
In Chapter 4.2, I will discuss the co-creationS and transfer - that is, 
recreation - of marketing knowledge in MNCs in theory and in 
Chapters 5 and 6 in relation to the empirical research project. 
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Type of transfer Definition Nature of task Type of knowledge 

Serial transfer Previous knowledge Frequent and non- Tacit and explicit 
for an analogous routine 
situation 

Near transfer Previous knowledge Frequent and routine Explicit 
for very similar 
situation 

Far transfer Non-routine Frequent and non- Tacit 
knowledge for similar routine 
task 

Strategic transfer Applying collective Infrequent and non- Tacit and explicit 
knowledge (as in a routine 
merger) 

Expert transfer Acquiring expert Infrequent and routine Explicit 
knowledge from 
elsewhere 

Figure 3.5 Dixon's model of knowledge transfer based on type of task (based 
on Dixon, 2000: 144-5) 

3.7 Inter-organizationaL knowLedge-based management 

Learning and knowledge management have become a key alliance 
research issue in recent years (cf., for example, Desouza and Awazu, 
200Sb; Inkpen, 2002; Inkpen and Currall, 2004). Since alliances can be 
defined as 'any inter-firm cooperation that falls between the extremes 
of discrete, short-term contracts and the complete merger [or acqui
sition] of two or more organizations' (Contractor and Lorange, 2002: 
486), it becomes obvious that concepts from alliance learning research 
might also provide helpful insights for knowledge and learning issues 
in acquisitions. 

Research on lJVs and theory development has greatly advanced since 
Parkhe's (1993: 227) pronouncement to the effect that lJVs 'lack a strong 
theoretical core or an encompassing framework that effectively integrates 
past research and serves as a springboard for launching future research'. 
According to Ahmadjian and Lincoln (2001: 684), research on inter-firm 
alliances has blossomed over the last decade, with there being 'an intel
lectual tension between two dominant approaches to alliance - gover
nance and learning'. This chapter focuses on the latter. 

3.7.1 Knowledge creation, transfer, and organizational learning 
in IJVs 

In recent years, learning and knowledge management have become 
a key alliance research issue (Desouza and Awazu, 200Sb; Inkpen, 2002; 
Inkpen and Currall, 2004). In fact, '[m]any alliances are established in 
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order to enhance a company's knowledge or capacity to generate new 
knowledge through learning' and as strategic alliances - including JVs, 
collaborations, and consortia - 'are at base all about organizational 
learning' they should be structured towards that end (Child, Faulkner, 
and Tallman, 2005: 271, 7). Therefore, the benefits of cross-border 
alliances, foreign partnerships, and JVs - even between competitors -
have frequently been discussed, often with a focus on (inter-)organ
izational learning and knowledge transfer and acquisition (d., for 
example, Chaston, 2004; Child, Faulkner, and Tallman, 2005; Desouza 
and Awazu, 2005b; Dhanaraj, Lyles, Steensma, and Tihanyi, 2004; 
Hamel, Doz, and Prahalad, 1989; Inkpen, 1998, 2000, 2002; Inkpen 
and Currall, 2004; Inkpen and Dinur, 1998; Inkpen and Tsang, 
2005; Lane, Salk, and Lyles, 2001; Lyles, 1988; Salk and Simonin, 2003; 
Simonin, 1999b, 2004; Steensma, Tihanyi, Lyles, and Dhanaraj, 
2005). Put in a nutshell, IJVs are viewed as effective conduits that 
enable MNCs to exploit their knowledge in multiple markets 
(Dhanaraj, Lyles, Steensma, and Tihanyi, 2004) and learning - together 
with trust and control - has become one of the most important and 
studied concepts in the alliance and JV literatures (lnkpen and Currall, 
2004). Indeed, 'since not all critical knowledge resides inside firm 
boundaries, firms have to tap into external resources of knowledge to 
develop competitive advantage' (AI-Laham and Amburgey, 2005: 251; 
d. also Cavusgil, Calantone, and Zhao, 2003; Desouza and Awazu, 
2005b). Obviously, IJVs and other kinds of alliances are a case in point 
here as they have often been considered a central source of new know
ledge (Gulati, Nohria, and Zaheer, 2000; Hamel, 1991; Khanna, Gulati, 
and Nohria, 1998; Kogut, 1988; Lyles, 1994) and access to the capa
bilities of the partners has been emphasized as a central motive 
for such 'learning alliances' (Badaracco, 1991; Child, Faulkner, and 
Tallman, 2005; Lane, Salk, and Lyles, 2001; Lubatkin, Florin, and Lane, 
2001; Mowery, Oxley, and Silverman, 1996). Indeed, as lansiti and 
Levien (2004a: 1) have postulated, '[s]trategy is becoming, to an 
increasing extent, the art of managing assets that one does not own'. 

According to Inkpen and Currall (2004: 586), there are 'various types 
of strategic alliances, such as jOint ventures, licensing agreements, 
distribution and supply agreements, research and development part
nerships, and technical exchanges' (d. also Contractor and Lorange, 
2002; Grant and Baden-Fuller, 2004; Gulati and Singh, 1998; Inkpen, 
1998). Following Inkpen and Currall (2004: 586), I also focus on 
'equity joint ventures', 'an alliance form that combines resources from 
more than one organization to create a new organizational entity (the 
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"child") distinct from its parents'. In the case of IjVs, two or more 
parent companies from at least two nations establish a jointly owned 
entity in which the operational management is often shared by on-site 
representatives from both parents (Osland and Cavusgil, 1998: 192). As 
a matter of interest, Mowery and fellow researchers (1996) have shown 
that equity JVs are more effective for the acquisition of knowledge 
associated with partner capabilities than contract-based alliances 
(d. also Inkpen, 1998). 

Inkpen (1998: 72) uses the term 'alliance knowledge' to indicate 
'knowledge from an alliance [that] can be used by the parent company 
to enhance its own strategy and operations' and contrasts it with 
knowledge 'about how to design and manage alliances' (Inkpen, 
1998: 71) - an issue dealt with, for example, by Lyles (1988) - and 
the situation where 'parent firms may seek collaborative access to 
other firms' knowledge but will not necessarily wish to internalize the 
knowledge in their own operations' (Inkpen, 1998: 71-2). 

Indeed, Inkpen (1998, 2000) identifies three main conditions that 
enable the exploitation of learning opportunities provided by alliances: 
value, accessibility, and learning effectiveness. 

Value. In order to enter into the process of knowledge sharing, high 
value must be attached to alliance knowledge because '[a]n alliance 
partner's approach to knowledge acquisition will be a function of the 
perceived value of alliance knowledge' (Inkpen, 1998: 72). That means 
that the value attached to the knowledge stored in a partner organ
ization must be higher than the expected cost of the knowledge acqui
sition. Besides, organizational units filter information according to 
their (culturally influenced) systems of meaning and funds of know
ledge and subsequently tend to ignore information that is of low 
relevance to the local task but that might be of high importance to 
the global task: 'what counts as valuable knowledge does not appear 
to be fixed but rather derives at least in part from social conventions 
that differ from one social context to the next' (Macharzina, Oesterle, 
and Brodel, 2001: 636). 

Accessibility. Alliance knowledge must be accessible to the partners but 
there are two factors limiting knowledge accessibility: partner pro
tectiveness and knowledge tacitness (Inkpen, 1998, 2000). Indeed, for 
competitive reasons, alliance partners may be highly protective of their 
knowledge resources. But increasing trust between alliance partners 
may mitigate partner protectiveness. Besides, partners may decrease 
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their efforts to protect knowledge spillovers over time and alliance 
knowledge will become more accessible, specifically as trust increases 
and mutual partner understanding develops (lnkpen, 1998; Inkpen and 
Currall, 2004). DeLong and Fahey (2000: 119) put it like this: 'The level 
of trust that exists between the organization, its subunits, and its 
employees greatly influences the amount of knowledge that flows both 
between individuals and from individuals into the firm's databases, 
best practices archives, and other records' (cf. also Davenport and 
Prusak, 2000; Child, Faulkner, and Tallman, 2005; Inkpen and Currall, 
2004; Madhok, 2006, specifically in alliance contexts). In fact, only in a 
climate of trust will organizations be ready to put their knowledge at 
the disposal of their partner organizations, as '[w]e are now challenged 
to create organizations based on cultures of trust that will support the 
dynamic teaming of capable individuals and companies and add to 
the knowledge creation process (Savage, 1996)' (Bertels and Savage, 
1999: 208). 

According to Inkpen (1998: 74), '[o]rganizational knowledge creation 
involves a continuous interplay between tacit and explicit know
ledge' (cf. also Nonaka and Takeuchi, 1995; von Krogh, Ichijo, and 
Nonaka, 2000). Where knowledge creation and sharing in an inter
organizational context are concerned, organizational structures should 
reinforce tacit-explicit knowledge interaction across many different 
boundaries (Ichijo, 2006b). However, '[t]he more tacit the knowledge 
that an alliance partner seeks to acquire, the more difficult the acqui
sition', while at the same time the likelihood that the knowledge is 
valuable rises with the tacitness of the knowledge (Inkpen, 1998: 74). 

Learning effectiveness. Accessibility is not sufficient for effective learning 
and the partners' effectiveness at learning and acquiring knowledge 
is important as well. Learning effectiveness is closely related to the 
concept of 'absorptive capacity' (Inkpen, 1998; cf. also Cohen and 
Levinthal, 1990; Van den Bosch, Van Wijk, and Volberda, 2003). 
Inkpen (1998: 75) found that three factors influence learning effective
ness in the alliance context: knowledge connections between a firm 
and its alliance; the relatedness of alliance knowledge; and the cul
tural alignment between parent executives and alliance managers. 
'Knowledge connections occur through both formal and informal 
relationships between individuals and groups and can be seen as inter
nal managerial relationships that facilitate the sharing and com
municating of new knowledge and provide a basis for transforming 
individual knowledge to organizational knowledge' (lnkpen, 1998: 75). 
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Knowledge connections tend to evolve and intensify over time. 
'Prior knowledge permits the effective utilization of new knowledge. 
New knowledge in an area we are familiar with is generally easier to 
acquire than knowledge about an unfamiliar area' (Inkpen, 1998: 76). 
There are two types of related knowledge important in this context: 
knowledge of the partner and knowledge about alliance management. 
Generally, 'the greater the difference between the partner firms, the 
more difficult it is to create a learning relationship, and the greater 
the probable value of learning' (lnkpen, 1998: 76). Indeed, '[e] thno
cent rism, s kepticism of the credibility of remote sources, suspicion 
of the unknown, and resistance to change can lead organizational 
units to reject proposals' (Macharzina, Oesterle, and Brodel, 2001: 647). 

Value 

Learning 

""'"""" 

Inter-organizational 
learning 

& 

Knowledge 
Acquisition 

Creation 
Sharing 
Transfer 

Figure 3.6 Inkpen's knowledge acquisition framework (author'S own illus
tration based on Inkpen, 1998, 2(00) 
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'Cultural alignment' derives from a term from Schein (1996) and refers 
mainly to the degree of difference of assumptions about the alliance 
relationship, objectives and performance (Inkpen, 1998). Figure 3.6 
summarizes the above framework. 

Last but not least, Ahmadjian (2004) notes that inter-organizational 
knowledge creation requires a ba (3.4), or a space for interaction 
to encourage the inter-organizational community to engage in the 
spiralling knowledge-creating process (d. Chapter 3.4.1). In the process 
of inter-organizational knowledge creation, organizations must also 
find ways to create the same sort of context or ba between firms, that 
is, 'ways must be found to nurture a culture, a language to facilitate 
exchange of ideas, and an atmosphere of trust and care' (Ahmadjian, 
2004: 229, 230). 

3.7.2 A theoretical framework of learning and knowledge creation 
in IJVs 

As we have seen, there are usually three entities involved in an I]V: 
the two partner firms (parents) and the I]V itself (child). Therefore, 
learning, creation, and transfer of alliance knowledge can take place 
on three different levels (d. Figure 3.7): (1) between the two parents, 
(2) between each parent and the child, and (3) at the IJV. Obviously, in 
the latter case, the created knowledge and lessons learned can sub
sequently be transferred to the parents, as in (2). If managers and other 
employees return or are transferred to the parents, learning between 
the two parents can also occur on an indirect level. The direct learning 
between parents, as in (I), might be because of an overall increase in 
co-operation or at least in communication and contact in the course of 
establishing and maintaining the I]V, even though this learning and 
knowledge creation process need not necessarily be directly related to 
issues concerning the I]V. 

Most learning and knowledge-related research on I]Vs has focused 
on the transfer or the acquisition of knowledge - mostly - through 
parent firms but the critical issue of (co-)creating new knowledge 
through collaboration has hardly been touched. Indeed, Inkpen's 
(1998, 2000) knowledge acquisition framework, as outlined above, 
offers valuable insights into the process of learning through JVs, but 
knowledge creation - though often briefly discussed (most notably by 
Inkpen and Dinur, 1998) - is not analysed in detail. This chapter leads 
to two fundamental conclusions: first, mutual learning and knowledge 
(co-)creation in I]Vs is a crucial issue and essential to gaining and sus
taining competitive advantage for the I]V (child), and in the optimum 
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Figure 3.7 Inter-organizational learning and knowledge creation on three 
different levels (author's own H1ustration) 

case also for both partner firms (parents); second, establishing strategic 
alliances such as IjVs ca n also be seen as a helpful means to source 
external knowledge by tapping into the expertise and knowledge 
base of other firms, as well as to co-create new knowledge through co
operation and interaction with a partner. However, mutua l learning 
and knowledge co-creation in and through iJ Vs is by no means an easy 
and straightforward task. The influencing factors identified by Inkpen 
(see above) and the enabling conditions identified by Ichijo (2006b) 
playa crucial role in making the endeavour succeed or fail. 

3_8 Conclusion 

Dorothy Leonard's9 work (Leonard, 1998; Leonard and Rayport, 1997; 
Leonard and Sensiper, 1998; Leonard, 2000; Leonard and Swap, 2004, 
2005a, 2005b; Leonard-Barton, 1992) has also centred around knowledge 
assets and their management in organizations. She is one of the most 
cited scholars in the field of knowledge-based management and inno
vation (d., for example, Chao, 2003; Takeuchi and Nonaka, 2(04) and 
her book Wellsprings ofKllow/edge (1998) - which originally appeared in 
1995 - is a classic. It starts with the following introduction: 

This book is about a process that sounds abstract and yet is concrete, 
practical, and profoundly important - managing a firm 's knowledge 
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assets. Companies, like individuals, compete on the basis of their 
ability to create and utilize knowledge; therefore, managing know
ledge is as important as managing the finances. In other words, 
firms are knowledge, as well as financial, institutions. They are 
repositories and wellsprings of knowledge. (Leonard, 1998: xi) 

The 'starting point for managing knowledge in an organization is an 
understanding of core capabilities', which 'constitute a competitive 
advantage for a firm' and 'have been built up over time and cannot be 
easily imitated' (Leonard, 1998: 4). In fact, rather than 'static or pub
licly available, capabilities are largely tacit and have to be acquired in 
an idiosyncratic and path-dependent way via social learning by doing 
and imitation' (Taudes, Trcka, and Lukanowicz, 2002: 142). It is exactly 
these core competencies that are building and sustaining the sources of 
innovation in organizations. They are created through knowledge
creating activities, but those activities are also dependent on, and 
enabled by, core capabilities (Leonard, 1998: 4-5). On the other hand, 
'[v]alues, skills, managerial systems, and technical systems that served 
the company well in the past and may still be wholly appropriate for 
some projects or parts of projects, are experienced by others as core 
rigidities - inappropriate sets of knowledge', the flip side of core capa
bilities, so to speak (Leonard-Barton, 1992: 118; ct. also Leonard, 1998). 
They are' activated when companies fall prey to insularity or overshoot 
an optimal level of best practices' (Leonard, 1998: 55). Finally, Leonard 
(1998: 266-7) concludes the book with the following: 

Wellsprings of knowledge not only feed the corporation but are fed 
from many sources. If all employees conceive of their organizations 
as a knowledge institution and care about nurturing it, they will 
continuously contribute to the capabilities that sustain it. 

In reviewing the literature on the knowledge-based view of the firm, 
striking similarities between the theories of two of the most prominent 
and eminent scholars in the field of knowledge management -
Dorothy Leonard and Ikujiro Nonaka - become obvious.lO Indeed, 
Nonaka's theory of organizational knowledge creation (ct. 3.4) and 
Leonard's work on knowledge assets seem to be strongly related and 
interconnected. The most striking similarities or common foci are: 

• new product development; 
• tacit knowledge; 
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• knowledge creation; 
• innovation. 

Both Leonard and Nonaka focus their research on new product develop
ment projects, emphasize the importance of tacit knowledge and 
knowledge creation - rather than merely managing it - and link the 
knowledge-creating process to the generation of innovations. Given 
this significant coherence of the two theories, as well as their impact 
and the fact that they are widely received and acclaimed, make them 
appear suitable as the building blocks of the theoretical framework of 
this book. ll Moreover, as new product development and innovation 
are also closely related to the field of marketing, the two theories will 
have important implications for developing a knowledge-based theory 
of marketing. 

To conclude, let us consider the following quote from Teece 
(2000b: 51): 

Today's competitive environment favours organizations (firms) able 
to protect knowledge assets from re-contracting hazards, but it also 
favours firms which can build, buy, combine, deploy and re-deploy 
knowledge assets according to changing customer needs and the 
changing competitive circumstances. Successful firms of the future 
will be 'high flex' and knowledge-based. 

This statement clearly emphasizes the importance of knowledge assets 
and the need for a knowledge-based approach to management. 



4 
Knowledge-based Management and 
Organizational Learning in 
Marketing 

We must keep in mind that the core of business is production 
and marketing/sales. (Gummesson, 2003a: 483) 

From a knowledge-based perspective (d. also Chapter 3), business 
organizations are viewed as bundles or as a collection of knowledge 
assets, the effective management of which affords firms competitive 
advantage (Choo and Bontis, 2002ai Nonaka and Toyama, 2002i 
Tsoukas and Mylonopoulos, 2004i d. also Day, 1994a, in the field of 
marketing). Therefore, Teece (2000a) argues that the core of manage
ment in the knowledge economy is the development and deployment 
and utilization of intangible assets, the most significant being (tacit) 
knowledge, competence, and intellectual property. In this chapter, 
this knowledge-based view of management is applied to the field of 
marketing. 

This section explores the extant literature on marketing knowledge, 
its creation and management as well as on organizational learning 
in marketing functions. It also introduces and defines important 
key concepts. As will be shown, different streams of research have 
contributed to the field but all in all it may not be outlandish to 
conclude that research on knowledge-based approaches to market
ing is still rather in its infancy. As mentioned above, one aim of 
this book is to develop a conceptual framework and model of know
ledge-based marketing. To do so, at least two essential questions 
have to be answered (d. also 2.2): (1) What is marketing knowledge? 
and (2) What is its role in marketing and how is it created and 
managed? 

44 
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4.1 TheoreticaL background: Literature review and 
state-of -the-fieLd 12 

Tzokas and Saren (2004: 125) contend that in marketing, 'knowledge con
stitutes the basic tenet of the marketing concept as this is expressed by 
means of market orientation'. Therefore, before setting out to answer the 
above questions, I shall discuss this important antecedent of knowledge
based marketing, namely the concept of market orientation, which has 
also frequently been combined with organizational learning. 

4.1.1 Market orientation and organizational learning 

In the late 1980s and the beginning of the 1990s a research stream 
on 'market orientation' evolved (for example, Day, 1990; Day, 1994a; 
Deshpande and Webster, 1989; Kohli and Jaworski, 1990; Kohli, Jaworski, 
and Kumar, 1993; Narver and Slater, 1990; ct. Deshpande, 1999, for a col
lection of the most influential articles) that focuses on the processes 
underlying the ability of organizations to generate knowledge about cus
tomers, competitors and other players (Vicari and Cillo, 2006). Indeed, 
the more recent interest in and emphasis on market orientation by and 
large relates to acquisition and exploitation of knowledge about cus
tomers and competitors (Gf0nhaug, 2002; Slater and Narver, 1995). Mar
ket orientation 'reflects a [firm's] ability to internalize the marketing 
concept as a primary organizing principle of the firm' (Baker and Sinkula, 
2005: 483) and 'has emerged as an important area within marketing' 
(Ottesen and Gremhaug, 2004b: 521) in the meantime (ct., for example, 
Baker and Sinkula, 2005; Chakravarty, 2000; Day, 1999a; Deshpande, 
1999; Hult, Ketchen, and Slater, 2005; Kirca, Jayachandran, and Bearden, 
2004; Menguc and Auh, 2006; Narver, Slater, and MacLachlan, 2004; 
Ottesen and Gremhaug, 2002, 2004a; Singh, 2004; Webster, 2002). 
Finally, a significant body of research illustrating the relationship be
tween market orientation and performance has emerged as well13 (for 
example, Dawes, 2000; Day, 1999a; Deshpande, Farley, and Webster, 
1993; Deshpande and Farley, 2004; Hult, Ketchen, and Slater, 2005; 
Jaworski and Kohli, 1993; Langerak, 2003; Narver and Slater, 1990; 
Narver, Slater, and MacLachlan, 2004; Ruekert, 1992; Slater and Narver, 
1994; ct. also the references in these publications as well as the overview 
and references in Vicari and Cillo, 2006). 

4. 1. 1. 1 Defining market orientation 
In his article 'What the hell is "market oriented"?', Shapiro (1988) 
identified three characteristics that make a company market driven: 
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(1) Infonnation on all important buying influences penneates every cor
porate function. This is because a company can be market oriented 
'only if it completely understands its markets and the people who 
decide whether to buy its products and services' (Shapiro, 1988: 120). 
(2) Strategic and tactical decisions are made interfunctionally and interdivi
sionally. In order to 'make wise decisions, functions and units must rec
ognize their differences' and a 'big part of being market driven is the 
way different jurisdictions deal with one another' (Shapiro, 1988: 122). 
(3) Divisions and functions make well-coordinated decisions and execute 
them with a sense of commitment. 'An open dialogue on strategic and 
tactical trade-offs is the best way to engender commitment to meet 
goals' and '[p]owerful internal connections make communication clear, 
coordination strong, and commitment high' (Shapiro, 1988: 122). 

In the relevant literature, the terms 'market oriented', 'market driven', 
and 'customer focused' have basically been used interchangeably. By con
sidering these terms to be synonymous, I follow Shapiro (1988), Desh
pande and Webster (1989), Deshpande, Farley, and Webster (1993), and 
Slater and Narver (1995) and others.14 According to Ottesen and Gnmhaug 
(2004b: 521), in the research literature on market orientation, 'the market 
orientation construct is central' and , [s]everal attempts have been made to 
delineate and clarify the specific content of this particular concept' (for 
example, Deshpande and Farley, 1998; Gray, Matear, Boshoff, and Mathe
son, 1998; Kohli and Jaworski, 1990; Matsuno, Mentzer, and Rentz, 2000; 
Narver and Slater, 1990). However, 'an agreed on definition of market ori
entation does not appear to exist' (Ottesen and Gnmhaug, 2004b: 521). 

The literature review revealed that the research by Jaworski and 
Kohli (4.1.1.1.1) and Narver and Slater (4.1.1.1.2) are both the pioneer
ing as well as the most influential works on market orientation. At the 
same time, Day's work on market-driven organizations (4.1.1.1.3) 
amended and complemented the two bodies of research and has 
become recognized and widely cited as well. The following sections 
(4.1.1.1.1,4.1.1.1.2,4.1.1.1.3, and 4.1.1.1.4) will therefore briefly intro
duce and summarize these three prominent and widely accepted 
approaches to the concept of market orientation by drawing also from 
the work of other scholars in the field. 

4.1.1.1.1 Jaworski and Kohli. Jaworski and Kohli's two articles in 
1990 and 1993 reinforced the debate on market orientation and trig
gered a new discussion in the 1990s. In the first article, they argue that 
even though 'the marketing concept is a cornerstone of the marketing 
discipline, very little attention has been given to its implementation', and 



Knowledge-based Management and Organizational Learning 47 

they therefore use the term 'market orientation' 'to mean the imple
mentation of the marketing concept', that is, 'a market-oriented organ
ization is one whose actions are consistent with the marketing concept' 
(Kohli and Jaworski, 1990: 1). Having identified a lack of clear definition 
of the concept despite its widely acknowledged importance, the authors 
synthesize extant knowledge on the subject and provide a foundation for 
future research by clarifying the construct's domain, developing research 
propositions, and constructing an integrating framework that includes 
antecedents and consequences of a market orientation. For them, the 
starting point of a market orientation is market intelligence and consists 
of three elements: intelligence generation, intelligence dissemination, 
and responsiveness (Kohli and Jaworski, 1990: 4-6). Their definition 
of market orientation therefore reads: 'Market orientation is the organ
izationwide generation of market intelligence pertaining to current and 
future customer needs, dissemination of the intelligence across depart
ments, and organizationwide responsiveness to it' (Kohli and Jaworski, 
1990: 6, original emphasis). Furthermore, they suggest that firms can gain 
knowledge or generate market intelligence through the use of market 
research and they relate this type of research not only to market, sales, 
priCing, promotion, and customers, but also environmental scanning 
(Kohli and Jaworski, 1990). In their second article, Jaworski and Kohli 
(1993) address the following three questions: (1) Why are some organ
izations more market-oriented than others? (2) What effect does a market 
orientation have on employees and business performance? (3) Does the 
linkage between a market orientation and business performance depend 
on the environmental context? The findings from two national samples 
suggest that a market orientation is related to top management emphasis 
on the orientation, risk aversion of top managers, interdepartmental 
conflict and connectedness, centralization, and reward system orien
tation. Furthermore, the findings suggest that a market orientation is 
related to overall (judgmental) business performance (but not market 
share), employees' organizational commitment, and esprit de corps. Fin
ally, the linkage between a market orientation and performance appears 
to be robust across environmental contexts that are characterized by 
varying degrees of market turbulence, competitive intensity, and tech
nological turbulence Oaworski and Kohli, 1993). 

4.1.1.1.2 Narver and Slater. Drawing from the extant literature, 
Narver and Slater (1990: 21) define market orientation as the 'organ
izational culture ... that most effectively and efficiently creates the 
necessary behaviors for the creation of superior value for buyers and, 
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thus, continuous superior performance for the business'. More spe
cifically, market orientation is 'the culture that (1) places the highest 
priority on the profitable creation and maintenance of superior cus
tomer value while considering the interests of other key stakeholders; 
and (2) provides norms for behavior regarding the organizational 
development of and responsiveness to market information' (Slater and 
Narver, 1995: 67). Slater and Narver (1995: 63) contend that a market 
orientation is 'valuable because it focuses the organization on (1) con
tinuously collecting information about target-customers' needs and 
competitors' capabilities and (2) using this information to create con
tinuously superior customer value'. 

Narver and Slater's (1990) notion of market orientation is a 
one-dimensional construct that comprises three different behavioural 
components - customer orientation, competitor orientation, and inter
functional co-ordination - and two decision criteria: long-term focus 
and profitability (d. also Hult, Ketchen, and Slater, 2005; Vicari and 
Cillo, 2006). Customer orientation and competitor orientation 'include 
all of the activities involved in acquiring information about the buyers 
and competitors in the target market and disseminating it throughout 
the business(es)' and interfunctional coordination 'is based on the 
customer and competitor information and comprises the business's co
ordinated efforts, typically involving more than the marketing depart
ment, to create superior value for the buyers' (Narver and Slater, 1990: 
21). In sum, the three behavioural components of a market orientation 
comprehend the activities of market information acquisition and dis
semination and the co-ordinated creation of customer value (ibid.). 
Narver and Slater's (1990) inferences about the behavioural content of 
market orientation are therefore consistent with the findings of Kohli 
and Jaworski (1990). Their study is an important first step in validating 
the market orientation-performance relationship, even though the 
generalizability of the findings is limited. 

More will be said on Narver and Slater's approach in section 4.1.1.2. 

4.1.1.1.3 Day. Much of Day's work has focused on or is related to 
market orientation and market-driven organizations (for example, Day, 
1990, 1994a, 1994b, 1998, 1999a, 1999b, 2003; Day and Nedungadi, 
1994; Day and Schoemaker, 2006; Day and Wensley, 1988). His 1990 
book Market Driven Strategy can be seen as the starting point or at least 
his first comprehensive account of this topic. IS There he contends that 
'[a]t the heart of a market-driven organization is a deep and enduring 
commitment to a philosophy that the customer comes first, embody-
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ing Drucker's dictum that the purpose of a business is to attract and 
satisfy customers at a profit'16 (Day, 1990: 356). But he also reminds us 
that being customer-oriented is only a necessary, but not sufficient 
condition and that 'market-driven organizations must meet a dual 
standard: keep close to the customer, and ahead of competition' (ibid.). 
Summarizing, a market-driven organization has: (1) commitment to a 
set of processes, beliefs, and values that permeate all aspects and activi
ties, that are (2) guided by a deep and shared understanding of cus
tomers' needs and behaviour, and competitors' capabilities and 
intentions, for the purpose of (3) achieving superior performance by 
satisfying customers better than the competitors (Day, 1990: 358). 

In his 1999 sequel The Market Driven Organization, Day (1999a: ix) 
proffers that 'in an era of increasing market turbulence and intenSify
ing competition, a robust market orientation has become a strategic 
necessity'. His refined definition of a market-driven firm is 'a superior 
ability to understand, attract and keep valuable customers' (Day, 
1999a: 5) and he identifies three elements of a market orientation: 
(1) an externally oriented culture with the dominant beliefs, values, and 
behaviours emphasizing superior customer value and the continual 
quest for new sources of advantage; (2) distinctive capabilities in mar
ket sensing, market relating, and anticipatory strategic thinking; and 
(3) a configuration that enables the entire organization continually to 
anticipate and respond to changing customer requirements and market 
conditions (Day, 1999a: 6-7). Supporting these three elements is a 
shared knowledge base in which the organization collects and dis
seminates its market insights, and this knowledge builds relationships 
with customers, informs the company's strategy and increases the focus 
of employees on the needs of the market (Day, 1999a: 7). Note that 
'[c]apabilities are further obscured because much of their knowledge 
component is tacit and dispersed' (Day, 1994a: 39). 

Finally, market-driven organizations have superior market sensing, 
customer linking, and channel bonding capabilities (Day, 1994a). In 
fact, the 'ability of the firm to learn about customers, competitors, and 
channel members in order to continuously sense and act on events and 
trends in present and prospective markets' is critically important (Day, 
1994a: 43; ct. also Day, 1994b). Market-driven firms 'stand out in their 
ability to continuously sense and act on events and trends in their 
markets' (Day, 1994b: 9) and 'are better equipped to make fact-based 
decisions, because they can make market knowledge available to the 
entire organization' (Day and Montgomery, 1999: 9). In sum, market 
orientation for him is a firm-level capability that links a firm to its 
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external environment and enables the business to compete by antici
pating market requirements ahead of competitors and by creating 
durable relationships with customers, channel members, and suppliers 
(Day, 1994a; d. also Kyriakopoulos and Moorman, 2004). Finally, a 
'market-driven culture supports the value of thorough market intelli
gence and the necessity of functionally coordinated actions directed at 
gaining a competitive advantage' (Day, 1994a: 43). 

4.1.1.1.4 Summary. Narver and Slater's (1990) view of market orien
tation is 'the extent to which culture is devoted to meeting customers' 
needs and outwitting competitors' (Hult, Ketchen, and Slater, 2005: 
1173), while Kohli and Jaworski's (1990) concept is 'the priority placed 
on generating, disseminating, and interpreting information about cus
tomer needs' (Hult, Ketchen, and Slater, 2005: 1173; d. also Sinkula, 
1994). This basically means that Narver and Slater (1990) - as well as 
Day (1990, 1994a, 1994b), Deshpande and Webster (1989), and Desh
pande, Farley, and Webster (1993) - describe market orientation as a 
form of culture, while Kohli and Jaworski (1990: 1) - who, as will be 
recalled, describe it as 'the implementation of the marketing concept' -
offer a behavioural definition (d. also Deshpande and Farley, 2004; 
Homburg, Workman Jr., and Jensen, 2000; Slater and Narver, 1995). 
Finally, in a sense, Day's concept of market-driven organizations can 
be seen as reconciling both approaches. Indeed, for him, market orien
tation represents superior skills in understanding and satisfying cus
tomers and its principal features are the following (Day, 1990, 1994a): 
(1) a set of beliefs that puts the customer's interest first (Deshpande, 
Farley, and Webster, 1993); (2) the ability of the organization to gen
erate, disseminate, and use superior information about customers 
and competitors (Kohli and Jaworski, 1990); and (3) the co-ordinated 
application of interfunctional resources to the creation of superior 
customer value (Narver and Slater, 1990; Shapiro, 1988). 

Last, but not least, Kohli and Jaworski (1990), Day (1994a, 1994b), 
and Sinkula (1994) argue that market orientation, as an overall 
organizational value system, provides strong norms for sharing of 
information and reaching a consensus on its meaning (d. also Slater 
and Narver, 1995). Indeed, the market orientation philosophy 'gen
erally means learning about market developments, sharing this in
formation with appropriate personnel, and adapting offerings to a 
changing market' Oaworski, Kohli, and Sahay, 2000: 45). A strong 
market orientation manifests itself through customer-focused market
oriented learning (d., e.g. Day, 1994b; Jaworski and Kohli, 1993; Kohli 
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and jaworski, 1990; Narver and Slater, 1990; Slater and Narver, 1995), and 
firms with strong market orientations 'prioritize learning about (1) cus
tomers (e.g., likes and dislikes, satisfaction, perceptions); (2) factors that 
influence customers (e.g., competition, the economy, sociocultural 
trends); and (3) factors that affect the ability of the firm to influence and 
satisfy customers (e.g., technology, regulation)' (Baker and Sinkula, 2005: 
483). Homburg and Pflesser (2000) developed a multiple-layer model of 
market-oriented organizational culture and - among other results - found 
that a market-oriented culture appears especially important in a turbulent 
market environment (d. also Deshpande and Farley, 2004). 

Summarizing the literature, Kyriakopoulos and Moorman (2004: 
223- 4) view market orientation as (d. also Figure 4.1): (1) a firm-level 
belief or unifying frame of reference that emphasizes serving the cus
tomer (Deshpande, Farley, and Webster, 1993; Homburg and Pilesser, 
2000) or understanding buyers' current and latent needs so as to create 
value for them (Narver and Slater, 1990; Slater and Narver, 1999); 
(2) a set of organization-wide processes involving the generation, dis
semination, and responsiveness to intelligence pertaining to curren t 
and future customer needs (for example, Jaworski and Kohli, 1993; 
Kohli and jaworski, 1990; Kohli, Jaworski, and Kumar, 1993); and 
(3) a fi rm-level capability that links a firm to its external environment 
and enables the business to compete by anticipating market require
ments ahead of competitors and by creating durable relationships with 
customers, channel members, and suppliers (Day, 1994a). 
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Finally, it can be said that there are basically two purposes of the 
extant studies on market orientation. First, they try to identify the 
activities and processes of an organization that describe its market ori
entation, and second, they seek to analyse the relationship between an 
organizational market orientation and an organization's innovative
ness (Vicari and Cillo, 2006: 188; ct. also Han, Kim, and Srivastava, 
1998; Hurley and Hult, 1998; Li and Calantone, 1998; Slater and 
Narver, 1995). In these studies, the construct of market orientation is 
defined in terms of both processes and content of the market intelli
gence process (Vicari and Cillo, 2006). In fact, as mentioned above, 
Kohli and Jaworski (1990: 6, emphases removed) define market orienta
tion as 'the organizationwide generation of market intelligence per
taining to current and future customer needs, dissemination of the 
intelligence across departments, and organizationwide responsiveness 
to it'. Therefore, 'market orientation is an information-based construct, 
centered not only on customers, but also on competitors and players 
working in other industries' and there is 'a relevant difference between 
those firms that are customer-led and those that are market-oriented' 
(Vicari and Cillo, 2006: 189; ct. also Slater and Narver, 1998, 1999). 
Indeed, 'market-oriented businesses scan the market more broadly, 
have a longer-term focus, and are much more likely to be generative 
learners' (Slater and Narver, 1998: 1003). Market orientation empha
sizes market knowledge sharing and use as central processes to enhance 
organizational innovative performance (Vicari and Cillo, 2006). 

4. 1. 1.2 Market orientation and organizational learning 
Basically, from the above, the link between market orientation and 
organizational learning should already have become obvious. Indeed, 
much of the literature on market orientation explicitly or implicitly 
refers to and/or draws from the organizational learning and learn
ing organization literature (for example, Baker and Sinkula, 1999a, 
1999b; Bell, Whitwell, and Lukas, 2002; Bennet, 1998; Darroch and 
McNaughton, 2003; Hurley and Hult, 1998; Kyriakopoulos and Moor
man, 2004; Morgan, 2004; Morgan, Katsikeas, and Appiah-Adu, 1998; 
Morgan and Turnell, 2003; Santos-Vijande, Sanzo-Perez, Alvarez
Gonzalez, and Vazquez-Casielles, 2005; Sinkula, 1994; Sinkula, Baker, 
and Noordewier, 1997; Slater and Narver, 1995). According to Bell, 
Whitwell, and Lukas (2002: 79), market orientation is an important 
area of application for organizational learning researchers for a number 
of reasons. First, the organizational learning and market orientation 
domains are often perceived as conceptually similar, because - in 
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particular - both help to explain the critical organizational capability 
of market sensing. Second, they are concerned with understanding 
organization-wide phenomena such as organizational culture and 
norms. Finally, both encompass relationships and interdependencies 
between individuals and groups and the co-ordinated use of both tan
gible and tacit resources. Sinkula (1994) criticizes the fact that there 
has been relatively little scholarly research on organizational learning 
in a marketing context and proposes the concept of 'market-based' 
organizational learning. Writing eight years later, Bell, Whitwell, and 
Lucas, (2002: 71) contend that a 'number of researchers have em
phasized the relevance of organizational learning in several marketing 
areas' and that 'marketing has a large stake in organizational learning'. 
Indeed, many researchers view organizational learning as critical to the 
process of developing market knowledge and, as such, is a driving force 
of action in, and governance of, market-oriented organizations (ibid.). 
According to Hurley and Hult (1998: 42) it was Sinkula (1994) and 
Slater and Narver (1995) who introduced the organizational learning 
construct to marketing, which represented an important shift in the 
stream of research on market orientation. 

Slater and Narver (1995: 67,71) contend that market orientation is 
'the principle cultural foundation of the learning organization'17 and 
that the marketing function has 'a key role to play in the creation of a 
learning organization'. According to them, learning organizations 'con
tinuously acquire, process, and disseminate throughout the organ
ization knowledge about markets, products, technologies, and business 
processes', with their knowledge being based 'on experience, experi
mentation, and information from customers, suppliers, competitors, 
and other sources' (Slater and Narver, 1995: 71). Day (1994a, 1994b) 
more or less turns the causality between organizational learning and 
market orientation around when he suggests that a market-oriented or 
market-driven approach can emerge only if learning processes are 
examined and altered in a way that enables firms to 'learn to learn' 
about markets (d. also Bell, Whitwell, and Lukas, 2002). In a series 
of studies, Baker and Sinkula (Baker and Sinkula, 1999a, 1999b, 2005; 
Sinkula, Baker and Noordewier, 1997) describe learning orientation 
and market orientation as related but distinct organizational character
istics and examine the link with organizational performance. In their 
view, market orientation primarily facilitates adaptive learning (see 
also below) while learning orientation is seen as a mechanism by 
which generative learning occurs (Bell, Whitwell, and Lucas, 2002). 
They argue that learning orientation 'can lead an organization astray if 
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a strong market orientation is not present to provide grounding' (Baker 
and Sin kula, 1999a: 412). One of the major advantages of an enhanced 
learning orientation is that organizational members 'will not only 
gather and disseminate information about markets but also constantly 
examine the quality of their interpretive and storage functions and 
the validity of the dominant logic that guides the entire process' (Baker 
and Sinkula, 1999a: 416). 

Referring to Fiol and Lyles (1985), Huber (1991), Simon (1969), and 
Sinkula (1994), Slater and Narver (1995: 63) contend that, at its most 
basic level, 'organizational learning is the development of new know
ledge or insights that have the potential to influence behavior', and -
following Senge (1990) - distinguish between 'adaptive learning' 
(also referred to as single-loop learning by Argyris, 1977) and 'genera
tive learning' (also referred to as double-loop learning by Argyris, 
1977). According to Sinkula (1994: 36) - who attempts to charac
terize the relationship between market information processing and 
organizational learning - understanding the nature of organizational 
learning is 'critical to our understanding of how organizations process 
market information'. In fact, authors in the field of market orientation 
and organizational learning (see above) have concluded that market
oriented organizations tend to exhibit the behavioural characteristic of 
seeking to exploit new sources of knowledge and thus conduct genera
tive or double-loop-learning (Chaston, 2004). 

Based on Huber's (1991: 90) four organizational learning-related con
structs - knowledge acquisition, information distribution, information 
interpretation, and organizational memory - Sinkula (1994) depicts 
market information processing - that is, organizational learning in 
marketing - as a four-stage process that includes information acquisi
tion, information dissemination, shared interpretations, and storage 
(organizational memory) (d. also Moorman, 1995; Slater and Narver, 
1995). He further proffers that market information processing 'is a 
function of what the organization has learned in terms of both facts 
about its relevant markets and its particular way of acquiring, distribut
ing, interpreting, and storing information' (Sinkula, 1994: 37). 
Research by Moorman (1995: 330) demonstrates that 'information 
processes may act as "knowledge assets" that can be leveraged to 
achieve competitive advantage in new products'. 

Information acquisition. Information may be acquired from direct expe
rience, the experiences of others, or organizational memory.18 Indeed, 
effective managers establish multiple credible internal and external 
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sources to obtain objective information about their enterprise and its 
surrounding environments (Slater and Narver, 1995: 64). Organizations 
must continually balance between learning from exploitation - acquir
ing knowledge from internally focused experience - and exploration -
learning from externally focused experience - because too much 
reliance on the former is unlikely to lead to generative learning, 
whereas too much reliance on the latter is expensive and may produce 
too many underdeveloped concepts and ideas (Kyriakopoulos and 
Moorman, 2004; March, 1991; Slater and Narver, 1995). More will be 
said on exploitation and exploration in Chapter 4.2. 

Information dissemination. Organizational learning is distinguishable 
from personal learning by information dissemination and accomplish
ing a shared (organizational) interpretation of the information (Slater 
and Narver, 1995: 65). Effective dissemination, or sharing, increases 
information value when each piece of information can be seen in its 
broader context by all organizational players who might use or be 
affected by it and who are able to feed back questions, amplifications, 
or modifications that provide new insights to the sender (Glazer, 1991; 
Quinn, 1992; Slater and Narver, 1995). 

Shared interpretations. The final stage of organizational learning is 
shared interpretation of the information (Slater and Narver, 1995: 65). 
For organizational learning to occur in any business unit, there must 
be a consensus on the meaning of the information and its implications 
for that business (Day, 1994a; d. also Slater and Narver, 1995). Besides, 
to ensure that all information is considered, organizations must 
provide forums for information exchange and discussion (Slater and 
Narver, 1995). 

Storage (organizational memory). Organizational memory is the funda
mental result of organizational learning and organizations use memory 
as a market information filter (Sinkula, 1994: 41-2; d. also Walsh and 
Ungson, 1991). Besides, without organizational memory, learning would 
have a relatively short half-life because of personnel turnover and the 
passage of time (Sinkula, 1994; Slater and Narver, 1995). According to 
Bell, Whitwell, and Lucas (2002: 74), memory is seen as 'a repository 
for what has been learned in the past' and the term 'organizational 
knowledge' (d. Chapter 3.4) has been used to describe a similar func
tion. According to Day (1994a), market sensing relies on organizational 
memory (stored knowledge and mental models) to facilitate the acqui-
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sition and interpretation of incoming market information, as an organ
ization disseminates and utilizes this information to facilitate strategic 
action, then evaluates that action and updates its organizational 
memory after observing the outcome (d. also Kyriakopoulos and 
Moorman, 2004). 

In contrast to, for example, Garvin (1993, 2003), Slater and Narver 
(1995) do not include behaviour change as an element in the learning 
process. It is possible, however, that new knowledge confirms what 
was already suspected or changes managerial perspectives (Menon 
and Varadarajan, 1992). Consequently, behaviour may not change, 
but may be pursued more confidently as a result of the new knowledge, 
or the stage may be set for some future behaviour change to occur 
(Sinkula, 1994). Whether behavioural change is actually part of the 
learning process or a separate and distinct activity is less impor
tant than recognizing that, in the long term, behaviour change 
is an essential link between learning and performance improve
ment (Fiol and Lyles, 1985; d. also Slater and Narver, 1995). Last, 
but not least, Hult and Ferrell (1997) apply Garvin's (1993: 80) 
definition that a learning organization is 'skilled at creating, 
acquiring, and transferring knowledge, and at modifying its 
behavior to reflect new knowledge and insights' (d. Chapter 3.2) 
to market-driven learning organizations and (global) market know
ledge. 

Key indicators of market orientation allegedly include the organization
wide gathering of information followed by its interdepartmental dis
semination, consideration, and processing, and the organizational use 
of this information to respond to change (Kohli and Jaworski, 1990). 
Slater and Narver (1995) suggest that the capacity to react quickly and 
effectively to outside change depends on a deep understanding of 
external environments and the free exchange and flow of information 
to ensure that expertise is available where and when it is required. 
Hence, they argue, market orientation constitutes a critical input to the 
idea of the learning organization because it presupposes extensive cus
tomer and competitor research, the internal spreading and employ
ment of information to improve performance, and the integration 
of functions in order to gain knowledge, innovate, and react quickly 
to market change (Bennet and Gabriel, 1999). This ability gives the 
market-driven business an advantage in the speed and effectiveness of 
its response to opportunities and threats, a fact that leads Slater 
and Narver (1995: 67) to the conclusion that 'a market orientation is 
inherently a learning orientation'. 
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As mentioned above, the 'ability of the firm to learn about cus
tomers, competitors, and channel members in order to continuously 
sense and act on events and trends in present and prospective markets' 
is critically important (Day, 1994a: 43; d. also Day, 1994b). Indeed, 
market-driven firms are 'distinguished by an ability to sense events and 
trends in their markets ahead of their competitors' and this 'anti
cipatory capability is achieved through open-minded inquiry, syner
gistic information distribution, mutually informed interpretations, and 
accessible memories' (Day, 1994a: 44). This market sensing capability 
'determines how well the organization is equipped to continuously 
sense changes in its market and to anticipate the responses to market
ing actions' (Day, 1994a: 49).19 

However, learning is 'more than simply "taking in information'" and 
the learning process 'must include the ability of managers to ask the 
right questions at the right time, absorb the answers into their mental 
model of how the market behaves, share the new understanding with 
others in the management team, and then act decisively' (Day, 1994b: 9). 
In fact, effective learning about markets is 'a continuous process that 
pervades all decision' and learning processes in market-driven firms are 
distinguished by (Day, 1994b: 10; d. also Day, 1994a, 1999a): 

• open-minded inquiry, based on the belief that all decisions are made 
from the market back; 

• widespread information distribution that ensures relevant facts are 
available when needed; 

• mutually informed mental models that guide interpretation and 
ensure everyone pays attention to the essence and potential of the 
information; 

• an accessible memory of what has been learned so the knowledge 
can continue to be used. 

Further learning then occurs when the outcomes of the action are 
systematically evaluated, Le. errors are detected, judgements confirmed 
or disconfirm ed, and information gaps identified. These insights go 
to augment the organizational memory and trigger further inquiries 
(Day, 1994b: 11). Furthermore, Day (1994b: 24) reminds us that 'mar
ket learning happens throughout the firm whenever employees come 
in contact with customers, whenever service people solve problems, 
or whenever sales people listen to distributors' complaints', while 
at the same time, 'learning also means unlearning obsolete market 
knowledge' . 
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Finally, to be 'a powerful foundation for a learning organization and 
provide the opportunity for generative learning, the scope of market 
orientation must include all stakeholders and constituencies that 
(1) possess, or are developing, knowledge that has the potential to con
tribute to the creation of superior customer value or (2) are threats to 
competitive advantage' (Slater and Narver, 1995: 68). Therefore '[t]he 
conception of "market" should be broadened to encompass all sources 
of relevant knowledge and ideas pertaining to customers and customer 
value creating capabilities' (ibid.). Consequently, the next section will 
explore the nature of such a market and marketing knowledge. 

4.1.2 Marketing knowledge 

'Knowledge - most notably market knowledge, which is directly related 
to market information about customers, competitors, suppliers, dis
tributors, and so forth, and internal knowledge, such as technology or 
specialized skills of operation - is a strategically important resource of a 
firm, and it serves as a basic source of competitive advantage' (Cui, 
Griffith, and Cavusgil, 2005: 34). According to Hanvanich, Droge, and 
Calantone (2003: 125), some marketing scholars have approached mar
keting knowledge as 'market orientation' (for example, Jaworski and 
Kohli, 1993; Sinkula, Baker, and Noordewier, 1997; Slater and Narver, 
1995). Indeed, as discussed above, Kohli and Jaworski (1990) suggest 
that firms can gain knowledge or generate market intelligence through 
the use of market research and they relate this type of research not 
only to market, sales, pricing, promotion, and customers, but also 
to environmental scanning. This chapter explores different concepts 
of marketing knowledge in the relevant literature. 

4. 7.2. 7 What is marketing knowledge? 
As we have seen in the previous chapters, the emergence of the know
ledge society has led to a re-evaluation of the concept of knowledge when 
applied to management in general and marketing in particular. In fact, as 
the 'marketing information revolution' (Wierenga and Ophuis, 1997: 
275) is producing enormous amounts of data, the need for knowledge
based approaches to marketing becomes obvious. 'Firms embedded in 
ever-changing, competitive environments need to continuously acquire 
and utilize timely and relevant information to discover and take advan
tage of opportunities, and to avoid threats that may arise' and to do so 
'they need to acquire knowledge about how to act, for example, how to 
analyse competitors and customers, how to negotiate, how to achieve 
competitive advantage, and so on' (Ottesen and Gf0nhaug, 2004b: 522). 
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In his work on marketing in an information-intensive environment, 
Glazer (1991: 2) is surprised that 'despite the wealth of evidence that 
"information" and information technology are rapidly transforming 
almost all phases of economic and business activity, relatively little 
formal attention has been paid to the effects of the transformation on 
marketing theory and practice'. This book is an attempt to reflect this 
transformation in marketing theory and practice. 

No marketing scholar or practitioner is likely to disagree with 
Rossiter's (2001: 9) pronouncement to the effect that marketing know
ledge 'is absolutely fundamental to our discipline'. In fact, '[k]now
ledge is increasingly recognized within marketing management as a 
critical resource that can be managed to enhance the competitive posi
tion and financial performance of a firm' (Darroch and McNaughton, 
2003: 572) and, as shown above (4.1.1), acquiring knowledge about 
customers and competitors and sharing this information between func
tional areas within a firm are key dimensions of a market orientation. 
Deshpande (2001: 1) contends that 'no knowledge is as critical to man
agement, or as elusive, as knowledge about customers, competitors, 
and markets'. Yet a review of the scholarly treatment of the notion of 
marketing knowledge makes it clear that this re-evaluation is by no 
means a straightforward task. Indeed, as the following discussion 
will make clear, there is no unified view as to the nature and scope of 
marketing knowledge. As Gwnhaug (2002: 364) puts it, marketing 
knowledge 'comes in many forms'. As will be discussed in greater detail 
below (Chapter 6.3), (marketing) knowledge plays an essential role in 
the service-dominant view as proposed by Vargo and Lusch (2004: 2) 
who define services 'as the application of specialized competences 
(knowledge and skills) through deeds, processes, and performances for 
the benefit of another entity of the entity itself'. Indeed, two of their 
eight foundational premises for their service-centred view are (1) the 
application of specialized skills and knowledge as the fundamental unit 
of exchange and (2) knowledge as the fundamental source of com
petitive advantage (Vargo and Lusch, 2004). Consistent with what has 
been said about knowledge assets (see Chapter 3.4.3), Glazer (1991) 
sees marketing knowledge as a strategic asset. 

According to Schlegelmilch and Chini (2003: 226), 'it is high time 
to include marketing into the research agenda for knowledge man
agement and to overcome the paradox that marketing functions are 
neglected in the discussion on knowledge transfer'. As a matter of fact, 
'[b]eing among the first to internationalize, marketing functions are 
key to the development of knowledge transfer processes in a dispersed 
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MNC context' (ibid.). However, despite the obvious importance of 
knowledge to the marketing discipline, the marketing literature has 
struggled for more than ten years to come to an understanding of 
the nature of marketing knowledge and there does not seem to be a 
common ground unifying scholars (Kohlbacher, Holden, Glisby, and 
Numic, 2007). In fact, even though 'marketers have been using know
ledge management long before this latter phrase began to be popu
larized in the management literature' (Chaston, 2004: 22-3) there has 
to date been 'no clear statement about the forms that marketing 
knowledge can take, or its content' (Rossiter, 2001: 9). Simonin (1999a: 
464) speaks of the 'strategic significance' of marketing know-how, and 
argues that - in research on international alliances - with only a 
few exceptions dealing with local market knowledge (Inkpen and 
Beamish, 1997; Makino and Delios, 1996), 'marketing skills and know
how have yet to receive proper conceptual and empirical attention as a 
competency source of competitive advantage'. Bjerre and Sharma 
(2003: 125) note that the 'concept of marketing knowledge is defined 
differently by researchers' and that it 'may be different from other 
types of knowledge'. 

Kohlbacher and fellow researchers (2007) conclude that '[a]ll in all, it 
may not be outlandish to suggest that the marketing diScipline is tying 
itself up in semantic knots while it struggles to create consensus on an 
agreed definition of the term "marketing knowledge", its practical scope 
and supporting constructs'. While Bjerre and Sharma (2003: 140) posit 
that the 'important thing is not one specific piece of knowledge, but an 
entire package that includes knowledge about clients, competitors, local 
institutions, suppliers etc.', Hanvanich, Droge, and Calantone (2003: 
124-5) observe that both marketing scholars and knowledge manage
ment practitioners 'face difficulty in defining what knowledge and mar
keting knowledge is' and that there is 'no consensus as to how marketing 
knowledge should be defined and measured'. For Simonin (1999a), for 
example, marketing knowledge is an organizational resource that reduces 
the effects of ambiguity and complexity in cross-border interactions. In 
contrast, Achrol and Kotler (1999: 157) argue that marketing knowledge 
is a 'primary source of coordinating power' in business networks. From a 
different point of departure, Menon and Varadarajan (1992) remind us 
that the marketing discipline can view knowledge according to its focus, 
scope, process, scale, type, and extent, noting that knowledge constructs 
can be unidimensional and multidimensional, and note that objective 
and subjective factors influence perceptions of its task-specific value and 
relevance, and so forth. Richards, Foster, and Morgan (1998: 48) plough 
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yet a different furrow, stating that knowledge 'is the essence of what a 
brand represents, how it can achieve competitive advantage and ulti
mately significant value to a business' and that brands 'are, quintessen
tially, knowledge'. This seems to be in line with the argumentation of 
Akutsu and Nonaka (2004) who - using the theory of organizational 
knowledge creation and an extended notion of brand knowledge -
redefine the brand-building method as the brand knowledge-creation 
process. But probably many marketers would consider this notion of 
brands as knowledge to be both a hyperbole and a restrictive notion of 
knowledge in the wider context of marketing (Kohlbacher, Holden, 
Glisby, and Numic, 2007). 

4.7.2.2 Market knowledge 

Before exploring the nature of marketing knowledge in greater detail, 
I will briefly discuss a related concept, namely 'market knowledge' 
(cf., for example, Eriksson and Chetty, 2003; Li and Calantone, 1998; 
Marinova, 2004; Sinkula, 1994; Sin kula, Baker, and Noordewier, 1997; 
Vicari and Cillo, 2006). For many years, researchers and managers have 
focused their attention on the role of technological knowledge in the 
innovation process, somehow neglecting the role played by market 
knowledge (Brown and Eisenhardt, 1995; Verona, 1999; Vicari and Cillo, 
2006), a fact that actually also holds true for marketing knowledge. But 
some researchers have tried to fill this gap and attempt to consider both 
on a conceptual and an empirical basis the impact that market knowledge 
might have on innovation (Li and Calantone, 1998; Vicari and Cillo, 
2006). Li and Calantone (1998) operationalized 'market knowledge com
petence', which encompassed customer knowledge process, marketing
R&D interface and competitor knowledge (cf. also Hanvanich, Droge, and 
Calantone, 2003; Li and Cavusgil, 1998; Yeniyurt, Cavusgil, and Hult, 
2005). For Marinova (2004: 3), 'market knowledge implies knowledge 
about customers and competitors'. Others also emphasized the impor
tance of learning from the market and market knowledge (cf., for 
example, Doz, Santos, and Williamson, 2001, 2003; Leonard, 1998,2000; 
Santos, Doz, and Williamson, 2004) and according to Doz, Santos, and 
Williamson (2003: 158), market knowledge includes knowledge on how 
to serve consumers that behave in a certain way, or what consumers 
value in a product. However, it is important to note that 'the half-life of 
usable market knowledge shrinks in the face of compressed life cycles, 
fragmented markets, and proliferating media and distribution channels', 
which is why 'it is becoming much harder to stay well-educated' (Day, 
1994b: 9). But in order to 'react to market changes quickly, MNC 
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subsidiaries need a sufficient accumulation of previous knowledge and 
must be able to obtain, process, and apply new market knowledge both 
quickly and effectively' (Cui, Griffith, and Cavusgil, 2005: 38). 

Simonin (1999a) builds his concept of marketing know-how on Hitt 
and Ireland's (1985) marketing knowledge construct and Johanson and 
Vahlne's (1977) and Choi and Lee's (1997) concept of market knowledge 
and proffers that it is related more closely to procedural than to declara
tive knowledge (see, for example, Kogut and Zander, 1993; Nonaka, 
1994). Johanson and Vahlne (1977: 26) define market knowledge as 
'information about markets, and operations, in those markets, which is 
somehow stored and reasonably retrievable - in the mind of individuals, 
in computer memories, and in written reports'.20 Choi and Lee's (1997: 
43) more elaborate definition runs like this: 

Market knowledge: Knowledge held by consumers as well as firms in 
the market. Due to the nature of market transactions, knowledge 
available in the market tends to be highly codified and explicit, but 
there can be a certain degree of tacit and culture-specific knowledge, 
such as consumer preferences. Organizations often acquire and 
utilize market knowledge through intermediaries such as advertising 
agencies, market research firms, and consulting firms. 

Pollard (2006: 6) reminds us that 'it is necessary to distinguish between 
market knowledge, Le. details about the market being entered or consid
ered for entry, and marketing knowledge, which includes the ability to 
process and apply relevant information to deal with markets effectively, 
whether domestically or in dealing with the challenges of a new foreign 
market'. Indeed, in contrast to their development of knowledge concern
ing specific markets (market knowledge), firms require adequate market
ing skills (marketing knowledge) in order to exploit fully their market 
opportunities. Moreover, two levels of market knowledge can be distin
guished (Vicari and Cillo, 2006).21 The first one is the knowledge that a 
company has about the actors in the market, Le. customers, trade, and 
competitors, etc. (Day and Nedungadi, 1994). The second one is the 
knowledge that customers and trade have and that may be usefully 
deployed by companies through the enactment of specific tools for cus
tomer/trade knowledge capturing (Vicari and Cillo, 2006: 187). This 
second typology of knowledge resides in the interactions a company 
enables in the market, using different mechanisms to integrate customer 
and competitor knowledge into its knowledge base (ibid.). Finally, the 
knowledge asset developed by a company is the result of the integration 
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of these two typologies of knowledge, with the second type - customer 
and competitor knowledge - being more difficult to generate because of 
its tacit nature (Vicari and Cillo, 2006: 188). But it comprises also the kind 
of knowledge that might represent a real source of competitive advantage 
because it enables the firm to satisfy expressed and latent needs and to 
foster its innovative activity while leveraging a high-potential knowledge 
that is its market network's knowledge Oayachandran, Hewett, and 
Kaufmann, 2004; d. also Vicari and Cillo, 2006). 

As will be explained in Chapter 4.2.1 and 4.2.2, my notion of marketing 
knowledge subsumes market knowledge and integrates both levels of it. 

4. 1.2.3 Academic marketing knowLedge and practicaL marketing 
knowLedge 
A review of the relevant literature shows that it is crucial to distinguish 
between academic and practical marketing knowledge, that is, market
ing knowledge used by practitioners (d., for example, Cavusgil, 1998; 
Gremhaug, 2002; Hackley, 1999; McIntyre and Sutherland, 2002; 
Midgley, 2002; Ottesen and Gmnhaug, 2004b; Rossiter, 2001, 2002; 
Wierenga, 2002; Wierenga and van Bruggen, 2000). Indeed, a large dia
logue about the development, dissemination and utilization of aca
demic marketing has been going on since the 1980s (d., for example, 
AMA Task Force on the Development of Marketing Thought, 1988; 
Bloom, 1987; Holbrook, 1995; Hubbard, Brodie, and Armstrong, 1992; 
Leone and Schultz, 1980; McIntyre and Sutherland, 2002; Myers, 
Massy, and Greyser, 1980; Rossiter, 2001; Varadarajan and Menon, 
1993). Especially the American Marketing Association's Task Force on 
the Development of Marketing Thought (1988) has initiated and 
strongly contributed to the debate on the relevance of academic 
marketing knowledge to practitioners, the lack of accumulation of 
it, and problems of its transfer (d. also Bloom, 1987; McIntyre and 
Sutherland, 2002; Varadarajan and Menon, 1993). However, this dis
cussion lost much of its vigour in the 1990s until Rossiter's (2001) 
article 'What is marketing knowledge?' rekindled it and led to a special 
issue on 'marketing knowledge' in the journal Marketing Theory in 
2002. In his article, Rossiter (2001: 9) complains that most works on 
marketing knowledge fail to provide a definition or explanations of 
what it consists of. Indeed, the AMA's Taskforce on the Development 
of Marketing Thought (1988: 4) concluded that there has been 'too 
little effort directed to systematic development of marketing know
ledge', for which Rossiter (2001: 20) sees 'avoidance of the logically 
prior question of what exactly marketing knowledge is' as the major 



64 International Marketing in the Network Economy 

reason. He therefore deems it necessary to identify the forms that mar
keting knowledge can take, and contends that marketing knowledge 'is 
what marketing academics and consultants teach and marketing man
agers draw upon in formulating marketing plans' (Rossiter, 2001: 9). 
He further proposes four forms of marketing knowledge - marketing 
concepts, structural frameworks, strategic principles, and research prin
ciples - to which he added a fifth one - empirical generalizations - in 
another article one year later (Rossiter, 2002). 

A detailed discussion of the five forms would go beyond the scope of 
this book, but a brief explanation seems to be in order. 'Marketing con
cepts are the building blocks of marketing knowledge and are needed to 
understand the other three forms, since these contain concepts. 
Structural frameworks are models that are non-causal - in everyday 
terminology, they are "useful checklists". Strategic principles are hypo
thesized causal models that relate one concept to another in a func
tional "if, do" form. Research principles are hypothesized causal models 
pertaining specifically to the appropriate use of particular research 
techniques' (Rossiter, 2001: 13). 'Empirical generalizations are associa
tions (or correlations) of marketing concepts, and thus differ from the 
independence of marketing concepts in themselves and the merely 
nominal relationship between marketing concepts in structural frame
works' (Rossiter, 2002: 372; d. also Uncles, 2002). Rossiter's (2001, 
2002) framework has been deemed too restrictive in different ways by 
different commentators (Brodie, 2002; Midgley, 2002; Uncles, 2002; 
Wierenga, 2002).22 These comments have led to the inclusion of the 
fifth form of marketing knowledge into Rossiter's framework. In a 
recent working paper, Rossiter (200S) evolved to the second stage of his 
marketing knowledge framework. Written as a sequel to his first two 
articles on marketing knowledge (2001, 2002), Rossiter aims 'to explain 
and evaluate the types of evidence that it is possible to bring to bear on 
deciding acceptable content for the forms of marketing knowledge' 
and proposes four main types of evidence: expert opinion, experience
analogizing, empirical evidence from experiments and surveys, and 
logical reasoning (Rossiter, 200S: 2). The conclusion is that 'expert 
opinion has to be the largest-contributing type of evidence for market
ing knowledge', which 'is true because of the paucity of evidence, of 
any type, for most areas of marketing knowledge other than what has 
been proposed by various experts' (Rossiter, 200S: 12, removed empha
sis). Finally, he reminds us that 'all marketing knowledge, just like all 
other knowledge, is provisional, except the knowledge derived by logic 
(which is tautologically true by definition)' (ibid., removed emphasis). 
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Therefore, all that we can hope for is 'best bet' concepts, frameworks, 
and principles that are true with reasonable probability (Rossiter, 
2005). But given the status of his working paper, it seems not out
landish to suggest that Rossiter's framework of marketing knowledge is 
still a provisional, best bet framework, too. 

4. 7.2.4 Tacitness of marketing knowledge 
One of the shortcomings of Rossiter's (2001, 2002) - as well as other 
scholars' - concept of marketing knowledge is that he explicitly excludes 
tacit knowledge. For his purpose, 'marketing knowledge is declarative 
("know what") and ... exists independently of, and should be distin
guished from, marketing skills or procedural knowledge ("know-how")' 
(Rossiter, 2001: 10). He further states that marketing knowledge 'must 
exist independently of practitioners' ability to use it, so that marketing 
knowledge can be documented and passed on to others' and therefore 
excludes tacit knowledge 'because of its incapacity to be codified and 
taught' (ibid.). However, as has also been shown in Chapter 3, '[o]ur 
explicit knowledge is but the small communicable cap of the iceberg of 
preconscious collective human knowledge, the vast bulk of which is tacit, 
unseen, and embedded in our social identity and practice' (Spender, 
1996b: 54). Bertels and Savage (1999: 211), using the same popular 
metaphor, put it like this: 'Our ability to track down explicit knowledge 
in databases, guidelines or organizational charts is only the tip of the 
iceberg. An organization's real knowledge is often embodied in the expe
rience, skills, knowledge and capabilities of individuals and groups. Beliefs 
and metaphors shape it.' 

Indeed, the importance and relevance of tacit knowledge in general 
have already been discussed in Chapter 3. I therefore argue that it is 
very problematic to exclude tacit knowledge from the definition of 
marketing knowledge and that it might actually be the essential part 
of it. As we have seen from Chapter 3, there are mechanisms and ways 
of transferring - or better, re-creating - tacit knowledge, and managing 
these processes can be decisive for the competitive advantage for firms. 
In fact, Midgley (2002) confirms that explicit, that is, codified, know
ledge is unlikely to aid the firm in competition and McIntyre and 
Sutherland (2002: 411) proffer that to leave out tacit knowledge as 
implementation knowledge 'is to miss a critical component of market
ing success'. For Vicari and Cillo (2006: 196), even though 'both 
codified/explicit and complex/tacit knowledge from the market are 
relevant', 'marketing researchers have been emphasizing the explicit 
dimension of market knowledge'. 
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According to Simonin (1999a: 469), 'marketing know-how is generally 
characterized by a high degree of tacitness' due to its socially complex 
nature and it is 'rather difficult to think of an easily-codifiable advertising 
savoir-faire, explicit success formulas for product launches, or clear, 
replicable blueprints for international market expansions'. Therefore, 
'except for the few instances where marketing know-how can be unequi
vocally codified ... learning from experience and learning by doing in the 
presence of knowledgeable partners become an essential condition for 
circumventing ambiguity and favoring knowledge transfer' (Simonin, 
1999a: 483; d. also Cavusgil, Calantone, and Zhao, 2003). While '[l]arge 
amounts of marketing knowledge are codified in popular texts and con
stitute a public discourse', 'much of the knowledge underpinning practi
cal marketing expertise may be tacit, impliCit in the day-to-day problem 
solving of strategic marketing practitioners' and, as such, 'difficult to elicit 
from experts or to codify in public symbols' (Hackley, 1999: 722).23 This 
implies that high-level expertise in marketing involves cognitive per
formance which goes beyond marketing's codified body of knowledge 
(ibid.). Indeed, Kohlbacher and fellow researchers (2007) have shown that 
notions of marketing knowledge habitually focus too strongly on explicit 
knowledge, even though for international (cross-cultural) marketing it is 
essential that tacit knowledge is built into constructs of marketing know
ledge (d. also Vicari and Cillo, 2006). Bjerre and Sharma (2003: 125) 
argue that '[m]arketing knowledge is frequently more experiential than, 
for example, technical knowledge', and, as such, it is 'opaque and difficult 
to document' and 'also located with the people and teams positioned at 
the boundary line between the buying and selling firm'. 'Experiential 
knowledge' is a concept from Penrose (1995: 53-4) - who distinguishes 
two kinds of knowledge, namely 'objective knowledge' and 'experience' -
and means knowledge that firms accumulate by being active in the 
market (d. also Hadley and Wilson, 2003). Like tacit knowledge, it is 
accumulated based on the premise of learning by doing (Bjerre and 
Sharma, 2003). Or, as Grant (1996b: 111) has put it, '[t]acit knowledge 
is revealed through its application'. Johanson and Vahlne (1977: 28) 
also build their concept of market knowledge on Penrose's two types 
of knowledge and argue that 'experiential knowledge is the critical 
kind of knowledge' and that it is especially important for less structured 
and well defined activities, such as managerial work and market
ing. Furthermore, they proffer that market-specific knowledge 'can be 
gained mainly through experience in the market, whereas knowledge 
of the operation can often be transferred from one country to another 
country'. 
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According to Bjerre and Sharma (2003: 123), 'knowledge is market 
specific and difficult to codify' and therefore its international transfer is 
hardly feasible (ct. also Vicari and Cillo, 2006). Besides, '[d]ifferent 
pieces of marketing knowledge may be located in different people or 
departments' and '[n]o single person can fully comprehend the entire 
package of marketing knowledge', which makes the intra-unit transfer 
of marketing knowledge difficult (Bjerre and Sharma, 2003: 127). The 
fact that basically in any company, 'critically important knowledge 
resides in the workplace - on the factory floor, within sales and service 
organizations that deal directly with customers, at the "bench" in the 
R&D lab', in short at the 'front lines' of the company (Yasumuro and 
Westney, 2001: 178), underscores the importance of tacit knowledge 
and its strategic creation and management (Ichijo, 2006a). As men
tioned above, this need to unlock the potential of globally dispersed 
knowledge has been called 'the metanational imperative' (Doz et al., 
2001) and the term 'front-line management' has been used to describe 
a form of management where 'the workplace is recognized and valued 
as the center of knowledge creation and in which knowledge-creation 
resources ... and processes ... are concentrated at the front line of the 
company' (Yasumuro and Westney, 2001: 178). This type of know
ledge, experienced, collected, and generated at the front lines of the 
company, is also termed 'local knowledge', knowledge that is deeply 
contextual, practical, and derived from lived experience (Yanow, 
2004). Yanow (2004: 12, removed emphasis) defines local knowledge as 
'the very mundane, yet expert understanding of and practical reason
ing about local conditions derived from lived experience'. In Japan 
these front lines are frequently referred to as gemba, which can be 
loosely translated as 'the actual spot or place' and according to 
Womack and Jones (200Sb: 19) it is 'the Japanese word for the place in 
the office or factory where the real work is done'. The ba in gemba is of 
course the same Japanese word ba introduced in Chapter 3. Gemba has 
become famous in relation to Toyota's principle of genchi genbutsu -

going to the place to see the actual situation for understanding (Liker, 
2004: 224). Obviously, gemba is also where knowledge acquisition and 
creation seems to be the most fruitful and the most important. 

This valuable knowledge in the marketplace is 'unique and mostly 
context-specific [and] often difficult to obtain' (Schlegelmilch and 
Penz, 2002: 7) and 'the most influential knowledge is likely to be tacit' 
(Day, 1994b: 10). Nevertheless, this is precisely the kind of knowledge 
which, if discovered and exploited, can be harnessed to secure com
petitive advantage (Kohlbacher, Holden, Glisby, and Numic, 2007). In 
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fact, according to Yanow (2004), workers at the organizational peri
phery possess local knowledge which is organizationally relevant. But 
because it is possessed by people who are located at a hierarchical and 
geographic remove from the centre of the organization it is often 
neglected or even deemed to be inferior (Tsoukas and Mylonopoulos, 
2004; Yanow, 2004). Finally it is important to note that '[l]ocal market 
knowledge ... won't benefit the rest of the company unless it is shared 
so that other parts can consider its value to them' with '[m]arket 
knowledge [being] not fully captured in a usable form until the lessons 
and insights are transferred beyond those who gained the experience' 
(Day, 1994b: 17,23; for local market knowledge in alliances see Inkpen 
and Beamish, 1997; Makino and Delios, 1996). However, individuals 
are the primary repositories of tacit knowledge, which makes it difficult 
to unravel and to communicate between sections (Bennet and Gabriel, 
1999). 

4.1.3 Areas of marketing knowledge creation and application 

As mentioned above (see Chapter 3.6), scholars and practitioners 
around the globe have identified the capability of MNCs to create, 
combine, and efficiently transfer knowledge from different locations 
worldwide as an increasingly important determinant of competitive 
advantage, corporate success and survival. But even though 'marketing 
functions lend themselves particularly well for an investigation of 
knowledge transfer within MNCs', 'there is a dearth of research on 
knowledge transfer in the field of marketing' (Schlegelmilch and Chini, 
2003: 220-1). Indeed, hardly any research into the in-house manage
ment of marketing knowledge has been completed, in sharp contrast 
to knowledge management research in other disciplines (Bennet and 
Gabriel, 1999). As mentioned above (see 4.1.1) marketing academics 
have concentrated on market orientation, especially with respect to 
linkages between market orientation and organizational learning 
(Bennet, 1998; Bennet and Gabriel, 1999) but accounts of marketing 
from a knowledge management or knowledge-based perspective still 
seem to be rare. 

Apart from Chaston's (2004) knowledge-based marketing and Day's 
(1994a, 1999a) market-driven organizations and their capabilities, one 
of the exceptions of a knowledge-based view of marketing are the 
concept of and literature on 'market knowledge competencies' (for 
example, Li and Calantone, 1998; Li and Cavusgil, 1998; Yeniyurt, 
Cavusgil, and Hult, 2005). Yeniyurt, Cavusgil, and Hult (2005) propose 
a global market advantage framework and explore the role of global 
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market knowledge competencies within it. They build on the resource
based view of the firm (Wernerfelt, 1984, 1995) (see also Chapters 3.3 
and 4.1.1) and argue that the one 'specifically pertaining to the appli
cation of a firm's idiosyncratic abilities in the attainment of a sustained 
competitive advantage (Barney, 1991) in a global marketplace provides 
a strong theoretical foundation for the exploration of global market 
knowledge competencies and their relative effect on firm performance' 
(Yeniyurt, Cavusgil, and Hult, 2005: 3). According to their framework, 
the knowledge management competencies consist of global customer, 
competitor and supplier knowledge development, inter-functional co
ordination, and value chain co-ordination. As a result, global organiza
tions should possess the capability of acquiring, interpreting, and 
integrating intelligence (Huber, 1991; Sinkula, 1994) regarding the 
global trends in customer preferences, the global competitive environ
ment, and global suppliers (Yeniyurt, Cavusgil, and Hult, 2005). 
Additionally, inter-functional co-ordination (for example, Hult and 
Ferrell, 1997; Narver and Slater, 1990) and dissemination of all of the 
above knowledge across various functions of the business unit (Kohli 
and Jaworski, 1990; Narver and Slater, 1990), as well as global value
chain coordination are critical competencies (Yeniyurt, Cavusgil, and 
Hult, 2005). Finally, the global market knowledge capabilities 'enable 
the firm to create a global market advantage, when compared with the 
competition' (Yeniyurt, Cavusgil, and Hult, 2005: 11). 

Hanvanich, Droge, and Calantone (2003: 124) argue that while mar
keting scholars have been interested in the topic of marketing know
ledge, 'they have focused mainly on how firms acquire, disseminate, 
and store knowledge', with related research areas being market orien
tation and organizational learning (see Chapter 4.1.1). Taking a new 
approach to reconceptualizing marketing knowledge and innovation, 
Hanvanich, Droge, and Calantone (2003: 130) proffer that 'marketing 
knowledge resides in three key marketing processes: product develop
ment management (PDM), customer relationship management (CRM), 
and supply chain management (SCM)'. This notion is based on 
Srivastava, Shervani, and Fahey's (1999) framework that redefines mar
keting as a phenomenon embedded in the three core marketing 
processes of PDM, SCM, and CRM. In addition, Hanvanich, Droge, and 
Calantone's (2003) findings also support Bennet and Gabriel's (1999) 
contention that marketing requires knowledge of customers and their 
preferences, competitors, products, distribution channels, service pro
viders, laws and regulations, and general management practices. They 
further argue that 'marketing knowledge is the extent of understanding 
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of these three marketing processes, an extent which can be measured 
by evaluating awareness of factors, control of factors, and application 
of knowledge in new markets (each successively requiring more exten
sive knowledge of PDM, SCM and CRM processes)' (Hanvanich, Droge, 
and Calantone, 2003: 130-1). Last, but not least, the main result of 
their empirical study shows that marketing knowledge was different 
from, but positively related to, marketing innovation. This positive 
relationship supports Glazer's (1991) contention that marketing 
knowledge is a strategic asset since it demonstrates that marketing 
knowledge is associated positively with the ability to achieve radically 
superior products, the potential to uncover new demands, and the 
capability to build competencies through collaboration with other 
firms (Hanvanich, Droge, and Calantone, 2003: 131). 

I will subsequently discuss each of the three core processes of PDM, 
SCM, and CRM from a marketing knowledge perspective and also add 
the process of market research. As will be shown, I view customer 
knowledge management (CKM) as one - from a knowledge-based per
spective, essential - process within CRM. As a matter of interest, all of 
these processes could also be mapped into Porter's (1980, 1985) value 
chain. Therefore, in a sense, the following sections look at knowledge
based marketing and marketing knowledge issues along the value 
chain. In fact, Hult and Ferrell (1997: ISS) argue that firms tap 'into 
the cumulative knowledge of its entire value chain to be market
oriented'. 

I propose that SCM, market research, CRM, and product develop
ment are interdependent and interwoven processes. They mutually 
benefit from each other's knowledge and should be managed in an 
integrated and comprehensive way. This is particularly true for market 
research, CKM (see 4.1.3.3), and PDM. It is only for the sake of struc
ture and clarity that I treat them separately in different sections in this 
book. 

4.1.3.1 Supply chain management (SCM) 

SCM might actually be the least obvious process to analyse from a mar
keting knowledge perspective. However, suppliers may be able to gen
erate and provide valuable insights and knowledge about competitors, 
customers, and customers' customers, and they can play an important 
role in product development processes and help to cut costs and 
provide superior value propositions to customers. Desouza, Awazu, and 
Jasimuddin (2005: 16) assert that 'organizations must use their sup
pliers as an avenue to interact with other members of the value chain 
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and competitors'. Indeed, suppliers must be 'prepared to develop team
based mechanisms for continuously exchanging information about 
needs, problems, and emerging requirements and then taking action', 
because in a successful collaborative relationship, joint problem 
solving displaces negotiations (Day, 1994a: 45). Suppliers must also be 
prepared to participate in the customer's development processes, even 
before the product specifications are established (ibid.). That is why the 
channel bonding capability has many features in common with the 
customer-linking capability, and hence the same skills, mechanisms, 
and processes might be readily transferred between those related 
domains (Day, 1994a: 44n). 

Ahmadjian (2004: 227) contends that '[k]nowledge creation occurs 
not only within firms, but also through relationships between firms'. 
In fact, customer-supplier partnerships (Konsynski and McFarlan, 
1990) as well as strong supplier networks have frequently been put for
ward in this context (d., for example, Ahmadjian and Lincoln, 2001; 
Chakravarty, 2000; Chaston, 2004; Cusumano and Takeishi, 1991; 
Dyer, 1996a, 1996b; Dyer and Hatch, 2004, 2006; Dyer and Nobeoka, 
2000; Dyer and Ouchi, 1993; Kotabe, Martin, and Domoto, 2003; Liker 
and Choi, 2004; Liker and Yu, 2000; Lincoln, Ahmadjian, and Mason, 
1998). Supplier networks are particularly strong in Japanese companies, 
especially those in the automotive and the electronics sectors. These 
networks or strong relationships between firms in Japan have fre
quently been termed and analysed as so-called keiretsu (conglomerates, 
called chaebol in Korea, d., for example, Porter and Sakakibara, 2004; 
Thomas, 2002), described as 'the webs of relations that envelop many 
Japanese companies' (Lincoln, Gerlach, and Ahmadjian, 1996: 67) or as 
'clusters of interlinked Japanese firms and the specific ties that bind 
them' and their 'long-term, personal and reciprocal character' (Lincoln, 
Gerlach, and Takahashi, 1992: 561).24 According to Dyer and Ouchi 
(1993: 51), 'evidence from an increasing number of industries and 
sources suggests that much of the Japanese success can be attributed to 
Japanese-style business partnerships'. Indeed, 'the Japanese style of 
supply chain management is now worldwide "best practice'" (Desouza, 
Awazu, and Jasimuddin, 2005: 19). Furthermore, 'the openness and 
richness of networks are believed to foster a fertile environment for the 
creation of entirely new knowledge' (Lincoln, Ahmadjian, and Mason, 
1998: 241). But it is not necessarily only big firms that successfully 
manage and share knowledge in the supply chain. Glisby and Holden 
(2005), for example, present the case of a Danish small specialist man
ufacturer that applied knowledge management concepts to the supply 
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chain and thus managed to co-create the market with their Japanese 
business partners through a synergistic process of knowledge sharing 
(d. also Kohlbacher, Holden, Glisby, and Numic, 2007). 

In a similar vein, Chaston (2004: 15) argues that as 'organizations 
come to appreciate the value of acquiring new knowledge as the basis 
for gaining competitive advantage, new intra- and interorganisational 
structures are beginning to emerge to provide mechanisms for deliver
ing new, more entrepreneurial business strategies'. The spider's web 
appearance of such forms of collaboration has resulted in the emer
gence of terminology of 'knowledge networks' or 'learning networks' to 
describe these new organizational forms (Chaston, 1999). But these 
networks can also take the form of so-called 'cascade knowledge net
works' (Chaston, 2004). Within these networks, the OEM accepts the 
role of guiding and resourcing the learning process within their market 
system (Chaston, 2004). Chaston (2004: 21) concludes that 'in the 
twenty-first century, it can confidently be predicted that knowledge 
networks of various forms will become an increasingly dominant oper
ational structure through which to ensure the effective management 
of entrepreneurial activities in both private and public sector organ
isations'. More will be said on business networks from a knowledge
based marketing perspective in Chapter 4.2.2.2. 

4. 1.3.2 Market research 

Specifically in the 1980s and the beginning of the 1990s, there was a 
'growing recognition within both the academic and the business com
munities of the importance of the study of the knowledge utilization 
process in marketing and other administrative disciplines', and in 
the 'drive by corporations to become more competitive and more 
market oriented, utilizing market intelligence and marketing-research
generated information has gained center-stage status' (Menon and 
Varadarajan, 1992: 53). Indeed, as discussed above, Kohli and Jaworski 
(1990) suggest that firms can gain knowledge or generate market intel
ligence through the use of market research and they relate this type of 
research not only to market, sales, pricing, promotion, and customers, 
but also to environmental scanning. They therefore characterize 
and define 'organizationwide generation of market intelligence ... dis
semination of the intelligence across departments, and organization
wide responsiveness to it' as the critical elements of market orientation 
(Kohli and Jaworski, 1990: 6, original emphasis). 'Importing knowledge 
from the market is clearly an essential activity in the design of a range 
of product lines - including some that meet current demand and 
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others that anticipate future customer needs' (Leonard, 1998: 211). 
Grundei (2000: 342) sees market research as a knowledge management 
function, arguing that marketing research 'has a key position within ... 
market related knowledge management'. 

In the marketing literature, the terms 'knowledge use' and 'know
ledge utilization' usually mean research utilization or research knowledge 
utilization (Menon and Varadarajan, 1992). Menon and Varadarajan 
(1992), based on an extensive literature review, propose a framework 
for circumscribing the concept of marketing knowledge utilization 
in firms and present a conceptual model and research propositions 
delineating the relationship between key organizational and infor
mational factors and marketing knowledge utilization in firms. They 
finally conclude that 'though the characteristics of knowledge are impor
tant determinants of its utilization, the characteristics of the firm (Le., 
the knowledge user) are just as important', if not more important 
(Menon and Varadarajan, 1992: 68, original emphasis). However, a 
detailed discussion of the use and utilization of marketing research and 
marketing research knowledge in firms is beyond the scope of this 
book. 

Traditionally, market research was used to shed more light on what 
the customer knew and thought about the product, and how this 
differed from what the company had to offer the customer, resulting 
in enormous CRM databases (see Gibbert, Leibold, and Probst, 2002; 
Wikstrom, 1996b; Woodruff, 1997). Indeed, in marketing, much know
ledge about consumer decision-making is based on information gath
ered through verbal protocols (telephone interviews, group meetings, 
questionnaires) that rely on self-reflection and self-awareness. But 
'these methods are largely confined to seeing only what is on the tip of 
the iceberg' because so much of our knowledge is 'unconscious or tacit 
that we can never be fully aware of all that we know' and since 'most 
knowledge is hidden, surfacing it presents a major challenge' (Zaltman, 
2003: 40-1; d. also Furukawa, 1999a). In fact, 'customers, like employ
ees, are often not able to make knowledge, Le. their experiences with 
the company's products, their skills, and reflections explicit, and 
thereby easily transferable and shareable' (Gibbert, Leibold, and Probst, 
2002: 461). For example, salespeople's knowledge about customers is 
often tacit in that it is personal, anecdotal, and situationally pre
scribed. Such knowledge, according to Clippinger (1995: 28), is 'typi
cally neither created nor shared through traditional channels, rather it 
emerges and evolves from the bottom up in a somewhat helter-skelter 
pattern'. Edvinsson and Sullivan (1996) similarly point out that much 
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customer relationship knowledge is tacit and transferred via con
versation and on-the-job training (and also that it is not protected by 
intellectual property law so that once transferred there are few means 
for the original owner to reassert ownership) (ct. also Bennet and 
Gabriel, 1999). 

Therefore, by any measure, 'traditional market research provides 
only a small part of available knowledge about consumers' (Zaltman, 
2003: 240; ct. also Furukawa, 1999a), which is why Kagan (2002) is crit
ical of questionnaire data in ways that apply to marketing, including 
their inability to reveal tacit or unconscious knowledge. Garvin (2003: 
145) even concludes that market research 'is often incomplete and mis
leading because consumers lack a firm basis for describing their prefer
ences or predicting future behavior'. In a similar vein, Vandermerwe 
(2004: 28) contends that '[m]any organizations rely heavily on market 
research, but market research is little help in creating a future that cus
tomers have yet to imagine' and Leonard (1998: 189) concurs by 
stating that '[a]t the same time that "listening to the customer" has 
become an important management mantra in many companies, the 
mechanisms for interacting with the market, and especially for obtain
ing guidance for new-product development, have come under fire'. 
'Traditional tools for importing market knowledge are valuable but 
limited in situations in which technological potential outstrips user 
understanding' (Leonard, 1998: 211). The same seems to be true for 
research in marketing, which is 'often limited to collecting stand
ardized data on consumers, competitors and others without getting 
beyond statistical or verbal description' (Gummesson, 2005: 318). 
Indeed, 'marketing knowledge can only in special respects be built on 
surveys and detailed studies of the meaning of single concepts - such 
as commitment and trust - and statistically significant cause-and-effect 
links' (Gummesson, 2003a: 483, added emphasis). Finally, current 
methods used to segment markets, build brands, and understand cus
tomers have also been deemed inappropriate to create products that 
customers will consistently value (Christensen, Cook, and Hall, 2005). 

Zaltman (2003: 263) highlights the 'essential role of questions in 
developing marketing knowledge' and contends that 'a marketing 
manager's questioning strategy shapes his ultimate learning about 
consumers'. Here, metaphors can be useful for identifying and learn
ing about customer needs. Zaltman (1996, 1997, 2003) building on 
his work on market research and market information (Barabba and 
Zaltman, 1991) and an understanding of how the unconscious mind 
works, has developed a metaphor-elicitation technique25 for exploring 
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people's largely unconscious feelings about a product or experience. 
Metaphors do not exist as words in memory, but as networks of 
abstract understandings that constitute part of our mental imagery 
(Mitchell, 1994; Zaltman, 2003). According to Zaltman (2003: 92, 
removed emphasis), 'metaphors are the primary means by which com
panies and consumers engage one another's attention and imagina
tion' and the 'significance of metaphors for marketing managers comes 
from their centrality to consumers' imagination'. Indeed, 'as com
panies attempt to offer complete solutions instead of stand-alone 
products and services, they need to obtain a better understanding 
of the myriad, subtle and often unarticulated needs of customers' 
(Santos, Doz, and Williamson, 2004: 33). Particularly important in the 
metaphor-elicitation process are the so-called 'core' metaphors, which 
are deep, tacit, and even unconscious, but are useful in generating 
ideas for new products, or the positioning of existing ones (Zaltman, 
2003). Indeed, '[b]y evoking and analyzing metaphors from consumers, 
marketers can draw back the curtains on consumers' tacit knowledge, 
encourage consumers to look in, and then share what they see so that 
managers can create enduring value for customers in response to 
the insights revealed' (Zaltman, 2003: 41). Understanding core meta
phors is also helpful in strengthening a company's brand and image 
(Leonard, 2006; Zaltman, 2003). 

Finally, '[u]nderstanding market needs is one of the most critical 
knowledge management tasks for developers of new products and 
services' (Leonard, 2000: 223). According to Leonard (2006: 146), the 
'greatest challenge in product and service innovation is to match what 
customers will buy to what the organization can produce' and usually the 
knowledge requisite to accomplish that task resides in two different con
texts: the users' and the organization's developers. However, it is far easier 
to deliver information and data about market segments than knowledge 
about what customers really need, what they are thinking, or what 
unconscious motives are driving their behaviour. This is why traditional
mostly large sample, survey-based - market research faces major limita
tions and recently some non-traditional research techniques that attempt 
to break these barriers and provide real knowledge - not just information 
or data - have received increased attention. Basically, all these types of 
market research are better tools for generating new product and service 
ideas than they are at testing those ideas (Leonard, 2006; for an overview 
of market research techniques see Leonard, 1998). 

Obviously, market research and CKM are - or at least should 
be - closely related. In a similar vein, customer knowledge and its 
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management are not only essential for understanding customers and 
their needs to successfully advertise and market products but also as 
early as in the product development process. Indeed, as marketing 
organizations serve as corporate links between customers and the orga
nization's manufacturing and R&D operations (Riesenberger, 1998), 
the integration of, and knowledge exchange between, R&D and mar
keting have also been treated as important issues (for example, Griffin 
and Hauser, 1996; Song and Parry, 1993). In this context, the way of 
capturing customer needs and translating them into a product concept 
has been termed 'empathic design' (Leonard, 1998; Leonard and 
Rayport, 1997; Leonard and Swap, 200Sb, see below). 

4. 1.3.3 Customer relationship management (CRM) 
The importance of customer knowledge has already been emphasized 
in Chapter 4.1.1 on market orientation and the terms 'market
oriented', 'market-driven', and 'customer-focused' have been used 
interchangeably (see also above, 4.1.1).26 Especially the continuous 
need to learn from and about customers and competitors and to 
exploit such knowledge to stay ahead has frequently been stressed and 
discussed (d., for example, Chaston, 2004; Davenport, Harris, and 
Kohli, 2001; Davenport and Klahr, 1998; Gulati and Oldroyd, 200S; Li 
and Cavusgil, 1998). The significance of this kind of learning about 
and from customers is depicted vividly in a case study of Seven Eleven 
Japan in an article on market knowledge by Nonaka and fellow 
researchers (1998).27 Ogawa (2000) proposes the concept of 'demand 
chain management' (DCM) - with chain referring to chain operation -
which is a management model of customer correspondence and atten
dance and makes active use of knowledge from outlets and customer 
knowledge and shares this knowledge throughout the organization. 
Obviously, market sensing, customer linking, and channel bonding 
capabilities (Day, 1994a) play an important role in this context (d. also 
4.1.1). 

Indeed, 'customer focus', 'customer knowledge co-creation', 'cus
tomer interaction', and 'customer intimacy' are crucial keywords in 
this context (d., for example, Griffin and Hauser, 1993; Gruner and 
Homburg, 2000; Gulati and Oldroyd, 2005; Homburg, Workman Jr., 
and Jensen, 2000; Katahira, Furukawa, and Abe, 2003; Lawer, 2005; 
Prahalad and Ramaswamy, 2004a; Thomke and von Hippel, 2002; 
Treacy and Wiersema, 1993; Vandermerwe, 2000, 2004).28 Customer 
knowledge co-creation - including the lead user concept - will be 
discussed in Chapter 4.2.3. 
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In their recent article on customer focus, Gulati and Oldroyd (2005: 
94) argue that companies can become customer focused 'only if they 
learn everything there is to learn about their customers at the most 
granular level, creating a comprehensive picture of each customer's 
needs - past, present, and future'. However, '[t]o be of greatest use, cus
tomer information must move beyond the market research, sales, and 
marketing functions and "permeate every corporate function" - the 
R&D scientists and engineers, the manufacturing people, and the field
service specialists' and 'regular cross-functional meetings to discuss cus
tomer needs and to analyse feedback from buying influences are very 
important' (Shapiro, 1988: 120). Homburg, Workman Jr., and Jensen, 
(2000: 467) define a customer-focused organizational structure as 'an 
organizational structure that uses groups of customers related by indus
try, application, usage situation, or some other nongeographic similar
ity as the primary basis for structuring the organization'. They point to 
the fact that there is a difference between the idea of a customer
focused organizational structure and the idea of a market-oriented 
organization, as market orientation is primarily about cultural and 
behavioural aspects (d. above, 4.1.1) rather than structure. They view a 
customer-focused organizational structure as an antecedent to and as 
a facilitator of market orientation. Factors other than market orienta
tion encouraging the development of knowledge management include 
advances in information technology (allowing companies to accu
mulate vast amounts of information on customer and market charac
teristics) and the general broadening of the typical business executive's 
role to incorporate a wider variety of tasks, hence stimulating his or 
her demand for knowledge. In the marketing sphere the latter con
sideration might be especially relevant vis-a-vis relationship marketing, 
integrated marketing communications, customer support and liaison, 
database management, and new product development (Bennet and 
Gabriel, 1999). Wikstrom and Norman (1994: 64) argue that because 
marketing is no longer 'a clearly delineated function at the end of the 
production chain' and that since nowadays 'there are many functions 
and people who influence the customer relationship', it is not logical 
to have marketing handled solely by a specialist department. Thus, 
knowledge about customers needs to be shared throughout the organi
zation (Bennet and Gabriel, 1999). Indeed, 'knowledge on customers 
and their preferences must be located or solutions for a particular kind 
of customer problem need to be identified' (Schlegelmilch and Penz, 
2002: 12). For the latter task, CRM and data mining tools for decision 
support have proven useful (Shaw, Subramaniam, Tan, and Welge, 
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2001; Wierenga and Ophuis, 1997; for recent developments in the field 
of automated decision-making see Davenport and Harris, 2005) and 
effective CRM is 'critically dependent upon having accurate and up
to-date knowledge about customers' (Chaston, 2004: 225). CRM 'allows 
the company to discover who its customers are, how they behave, and 
what they need or want' and it also 'enables the company to respond 
appropriately, coherently, and quickly to different customer oppor
tunities' (Kotler, Jain, and Maesincee, 2002: 28). But even though tools 
and technology are important, they are not enough (ct., for example, 
Davenport, Harris, and Kohli, 2001; Day, 2003; Gulati and Oldroyd, 
2005). As Dixon (2000: 5) puts it: 'Technology has to be married with 
face-to-face interaction to create the most effective systems; one does not 
replace the other, although clearly one can greatly enhance the other.' 

In fact, although CRM has received much scholarly and manage
ment attention (for example, Berry and Linoff, 1999; Curry and Curry, 
2000; Day, 2003; Desouza and Awazu, 2005b; Fournier, Dobscha, and 
Mick, 1998; Parvatiyar and Sheth, 2000; Peppers and Rogers, 1997, 
1999; Peppers, Rogers, and Dorf, 1999; Pine II, Peppers, and Rogers, 
1995; Shaw, Subramaniam, Tan, and Welge, 2001; Webster, 2002), it 
frequently does not go beyond the surface and remains restricted to 
collecting and managing mere data and information, but not knowl
edge - especially tacit knowledge - despite the importance identified in 
Chapters 3 and 4.1.2.4 (ct. also Zaltman, 2003). Indeed, Gouillart and 
Sturdivant (1994: 117) complain that 'most managers do not under
stand the distinction between information and knowledge' and that 
even if they 'include information from all points on the distribution 
channel, most general market data do not show a manager how each 
customer relates to the next or how customers view competing pro
ducts and services'. Besides, CRM has been traditionally popular 
as a means to tie customers to the company through various loyalty 
schemes, but it left perhaps the greatest source of value under
leveraged: the knowledge residing in customers (Gibbert, Leibold, and 
Probst, 2002: 464). 

A relatively new approach that tries to overcome the shortcomings 
of CRM (ct., for example, Fournier, Dobscha, and Mick, 1998; Rigby 
and Ledingham, 2004; Rigby, Reichheld, and Schefter, 2002; Seybold, 
2001) is 'customer knowledge management' (CKM) (for example, 
Davenport, Harris, and Kohli, 2001; Desouza and Awazu, 2004, 2005a, 
2005b; Gibbert, Leibold, and Probst, 2002; Leibold, Probst, and Gibbert, 
2002; Sawhney and Prandelli, 2000a; Murillo-Garcia and Annabi, 2002; 
Wayland and Cole, 1997). According to Gibbert, Leibold, and Probst 
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(2002: 461) CKM differs from CRM and knowledge management in 
general, as customer knowledge managers 'require a different mindset 
along a number of key variables' (see Figure 4.2). 'Customer knowledge 
managers, first and foremost focus on knowledge from the customer 
(Le. knowledge residing in customers), rather than focusing on know
ledge about the customer, as characteristic of customer relationship 
management' (Gibbert, Leibold, and Probst, 2002: 461, original em
phasis). Indeed, customer-driven companies need to harness their 
capabilities to manage the knowledge of those who buy their products 
(Baker, 2000; Davenport and Klahr, 1998; Gibbert, Leibold, and Probst, 
2002). 

'CKM is the strategic process by which cutting-edge companies 
emancipate their customers from passive recipients of products and 
services, to empowerment as knowledge partners'; it is 'about gaining, 
sharing, and expanding the knowledge residing in customers, to both 
customer and corporate benefit' (Gibbert, Leibold, and Probst, 2002: 
460). Gibbert and colleagues have identified the following five styles of 
CKM: prosumerism, mutual innovation, team-based co-learning, com
munities of practice, and joint intellectual property (IP) management. 
CKM constitutes a continuous strategic process by which companies 

KM CRM CKM 

Knowledge sought Employee, team, company, Customer database, Customer experience, creativity 
in network of companies. and (dis)satisfaction with 

products/services, 

Axioms 'If only we knew what we 'Retention is cheaper than 'If only we knew what our 
know: acquisition.' customers know.' 

Rationale Unlock and integrate Mining knowledge about the Gaining knowledge directly from 
employees' knowledge customer in company's the customer, as well as sharing 
about customers, sales databases, and expanding this knowledge. 
processes, and R&D. 

Objectives Efficiency gains, cost Customer base nurturing, Collaboration with customers for 
saving, and avoidance of maintaining company's joint value creation. 
re·inventing the wheel. customer base. 

Metrics Performance against Performance terms of Performance against competitors 
budget. customer satisfaction and in innovation and growth, 

loyalty. contribution to customer success. 
Benefits Customer satisfaction. Customer retention. Customer success, innovation. 

organizational learning. 

ReCipient of Employee. Customer. Customer. 
incentives 

Role of customer Passive, recipient of Captive, tied to producV Active partner in value-creation 
product. service by loyalty schemes. process. 

Corporate role Encourage employees to Build lasting relationships Emancipate customers from 
share their knowledge with customers passive recipients of products to 
with their colleagues. active co-creators of value. 

Figure 4.2 CKM versus knowledge management and CRM (from Gibbert, 
Leibold, and Probst, 2002: 461) 
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enable their customers to move from passive information sources and 
recipients of products and services to empowered knowledge partners 
and empirical evidence points to CKM as a potentially powerful com
petitive tool, contributing to improved success of both companies and 
their customers (Gibbert, Leibold, and Probst, 2002: 467). indeed, cus
tomer knowledge development inside the organization may affect in a 
positive way new product performance Ooshi and Sharma, 2004; d. 
also Vicari and Cillo, 2006). To sum up, CKM incorporates principles of 
knowledge management and CRM, but 'moves decisively beyond both 
to a higher level of mutual value creation and performance' (Gibbert, 
Leibold, and Probst, 2002: 467). 

But CRM still plays an important role as market-driven organizations 
'develop intimate relationships with their customers, instead of seeing 
them as a means to a series of transactions' and these capabilities are 
'built upon a shared knowledge base that is used to gather and dis
seminate knowledge about the market' (Day, 1999a: xi). Indeed, as 
buyer-seller relationships 'continue their transformation, a customer
linking capability - creating and managing close customer relation
ships - is becoming increasingly important' (Day, 1994a: 44). The 
customer-linking capability 'comprises the skills, abilities, and pro
cesses needed to achieve collaborative customer relationships so indi
vidual customer needs are quickly apparent to all functions and 
well-defined procedures are in place for responding to them' (Day, 
1994a: 49). I therefore view CKM as one - from a knowledge-based per
spective, essential - process within CRM. More will be said on relating 
in section 4.1.4. 

Desouza and Awazu (2004, 200Sa, 200Sb) take a slightly different 
approach to CKM, as they propose three types of customer knowledge: 
(1) knowledge about the customer; (2) from the customer; and (3) to 
support the customer. Collectively, the three types of knowledge (about, 
to support, and from) make up the CKM construct (see Figure 4.3). 

Knowledge about the customer is 'processed demographic, psycho
graphic and behavioral information' (Desouza and Awazu, 2004: 12) 
and it is 'generated primarily through information processing acti
vities' (Desouza and Awazu, 200Sb: 119). Knowledge to support the 
customer 'is concerned with improving the user experience with pro
ducts and services, which is critical for retaining customers' (Desouza 
and Awazu, 2004: 12; d. also Davenport and Klahr, 1998). Managing 
knowledge that provides support for the customer requires an organ
ization to leverage transaction data and information to personalize the 
pre-purchase, purchase, and post-purchase experiences, and ensuring a 
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Figure 4.3 The CKM construct (from Desouza and Awazu, 200Sb: 134) 

pleasant user-experience is critical for retaining customers (Desouza 
and Awazu, 200Sb: 124). Knowledge from the customers can be defined 
'as the insights, ideas, thoughts, and information the organization 
receives from its customers' and these insights can be about current 
products and services, customer trends and future needs, and ideas for 
product innovations (Desouza and Awazu, 200Sb: 130). Indeed, cus
tomers, in a sense, know products better than the organizations that 
produce them, which is why they represent a viable source of know
ledge (Desouza and Awazu, 2004). This knowledge from the customer 
is concerned more with eliciting novel ideas and feedback (Desouza 
and Awazu, 2004, 200Sb). Each of the dimensions of customer know
ledge needs to be managed optimally and unless an organization can 
show competency in leveraging all three components, its CKM agenda 
will have an inherent weakness (Desouza and Awazu, 200Sb: 134). It is 
important to note that the managing of knowledge from the customer 
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has a greater human element than managing the other two types 
(knowledge about customers is almost completely leveraged via the use 
of technology, and knowledge to support customers has a balanced 
mix of technology and human components). Technology plays a 
support role in the management of knowledge from customers, while 
human interaction plays the primary role. An organization requires the 
human ability to comprehend the incoming knowledge about novel 
ideas and potential product innovation. In comparison with the other 
two types, knowledge from the customer is high in equivocality. 
Engaging such knowledge calls for a rich interaction between source 
and recipients. In pursuit of such valuable knowledge, most organ
izations try to promote rich human-to-human interactions (Desouza 
and Awazu, 2004, 2005b). Finally, one of the challenges for knowledge 
from customers is 'to integrate the various parts of the organization 
that need to use the knowledge', as the knowledge 'cannot simply stay 
with the marketing department' but 'must be shared with product 
engineering, research and development and the customer service depart
ment' (Desouza and Awazu, 2005a: 44). 'The trick is to capture know
ledge gleaned from behavior or encounters unique to an individual 
customer and then reuse it by consolidating the findings and transferring 
the relevant pieces to other customers' (Vandermerwe, 2004: 34). The 
important issue of customer knowledge co-creation will be discussed in 
Chapter 4.2.3. 

4.1.3.4 Product development management (PDM) 

According to Natter, Mild, Feuerstein, Dorffner, and Taudes (2001: 
1029), new product decisions 'have significant strategic implications 
that determine the future of a business and involve several functional 
areas within an organization', and Leonard (1998: 211) contends that 
'[o]ne of the most critical engines of renewal for companies is new
product development'. Indeed, the capability to bring products to 
market which comply with quality, cost, and development time goals 
is vital to the survival of firms in a competitive environment (Mild and 
Taudes, 2007). Some authors have shown that the resource-based view 
is well-suited to explain a firm's success in new product development 
(Dutta, Narasimhan, and Rajiv, 1999; Natter, Mild, Feuerstein, Dorffner, 
and Taudes 2001; Verona, 1999), and so is the knowledge-based view. 
New product development comprises knowledge creation and search 
and can be organized in different ways (Mild and Taudes, 2007) and 
according to Bell, Whitwell, and Lukas (2002: 82), product develop
ment is 'a particularly salient area for organizational learning inquiry 
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for a number of reasons': it is often a team-based pursuit, it requires a 
high degree of interfunctional co-ordination, and it is frequently 
project-based. Indeed, there is a strong body of literature that deals 
with product development and product introduction from an organ
izationallearning, knowledge management or market orientation per
spective (ct. for example, Atuahene-Gima, 1996; Baker and Sinkula, 
2005; Clark and Fujimoto, 1991; Dyck, Starke, Mischke, and Mauws, 
2005; Hoegl and Schulze, 2005; Kusunoki, 2004; Kusunoki, Nonaka, 
and Nagata, 1998; Li and Calantone, 1998; Madhavan and Grover, 
1998; Moorman, 1995; Schulze and Hoegl, 2006, to name but a few). 
Finally, product development is often difficult because 'the "need" 
information (what the customer wants) resides with the customer and 
the "solution" information (how to satisfy those needs) lies with the 
manufacturer' (Thomke, 2003: 244). Traditionally, 'the onus has been 
on manufacturers to collect the customer need information through 
various means, including market research and information gathered 
from the field', a process that 'can be costly and time-consuming 
because customer needs are often complex, subtle, and fast-changing' 
(ibid.). But here the ultimate aim is to progress from idea generation to 
launch only those products for which success is guaranteed, and as the 
firm moves through the process, at each stage knowledge is acquired 
and evaluated about whether the product under development should 
be progressed or terminated (Chaston, 2004: 160). 

Although the classic view of entry point for the process model is idea 
generation (Chaston, 2004), Li and Calantone (1998) posit that certain 
market and internal competencies are key antecedent determinants of 
success at the idea generation stage. The greater the firm's knowledge 
of customer needs, the more probable it is that new ideas will be gen
erated that offer the greatest potential for market success (Chaston, 
2004: 160). 

Nonaka and associates (for example, Imai, Nonaka, and Takeuchi, 
1985; Takeuchi and Nonaka, 1986) have already discussed the issues of 
creating and transferring knowledge in product development projects 
more than twenty years ago and the theory of organizational know
ledge creation is thoroughly grounded in and backed up by empirical 
research on such projects (for example, Dyck, Starke, Mischke, and 
Mauws, 2005; Hoegl and Schulze, 2005; Nonaka and Takeuchi, 1995; 
Nonaka, Byosiere, Borucki, and Konno, 1994; Schulze and Hoegl, 
2006). In fact, even though many vital processes of innovation, 
change, and renewal in organizations can be analysed through the lens 
of knowledge conversion (Non aka, von Krogh, and Voelpel, 2006), 
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knowledge creation and transfer in product development projects seem 
to be particularly important, as the research focus by both Western (d., 
for example, Leonard, 1998; Leonard and Sensiper, 1998; Leonard
Barton, 1992; von Hippel, 1994) and Japanese scholars (d., for exam
ple, Aoshima, 2002; Cusumano and Nobeoka, 1998; Kusunoki, Nonaka, 
and Nagata, 1998; Nobeoka, 1995; Nobeoka and Cusumano, 1997) has 
also shown. Indeed, 'the ability to import knowledge from the market' 
is a principal component of the product development process (Leonard, 
1998: 179). Baba and Nobeoka (1998) in their study on the introduc
tion of 3-D CAD systems, even speak of 'knowledge-based product 
development'. Moreover, Nonaka, Kohlbacher, and Holden (2006) sug
gest that members of a product development project share ideas and 
viewpoints on their product design in a ba that allows common inter
pretation of technical data, evolving rules of thumb, an emerging sense 
of product quality, effective communication of hunches or concerns, 
and so on. 

As we will also see in the Mazda case study in Chapter 5.6, develop
ing, disseminating, and implementing a unique concept is an essential 
step in product development. Natter, Mild, Taudes, and Geberth (2004: 
472) define a product concept as 'a description of a product in accor
dance with attributes perceived by the target customers'. However, 
these concepts usually tend to be highly tacit and as such difficult to 
transfer to others. Indeed, if conceptual marketing is used for concept 
development, 'then a number of product ideas will be evaluated on the 
basis of tacit knowledge gained only through market involvement' 
(Natter, Mild, Taudes, and Geberth, 2004: 472). Therefore, especially in 
the concept development stage, it is critical to articulate images rooted 
in tacit knowledge and meaningful information arises as a result of the 
conversion of tacit knowledge into articulable knowledge (Nonaka, 
1990a). Explaining the process of externalization of tacit knowledge 
into explicit knowledge, Nonaka and Takeuchi (1995: 64-5) maintain 
that a 'frequently used method to create a concept is to combine 
deduction and induction' and highlight the example of Mazda, which 
combined these two reasoning methods when it developed the new 
RX-7 concept. In fact, as Nonaka and Toyama (2003) argue, abduction 
or retroduction might be even more effective than induction or 
deduction to make a hidden concept or mechanism explicit out of 
accumulated tacit knowledge. 

As mentioned in the discussion of market research (4.1.3.2), the way 
of capturing customer needs and translating them into a product 
concept has been termed 'empathic design' (Leonard-Barton, 1991; 
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Leonard, 1998; Leonard and Rayport, 1997; Leonard and Swap, 2005b). 
Leonard (1998: 194, emphasis removed), defines empathic design as 
'the creation of product or service concepts based on a deep (empa
thetic) understanding of un articulated user needs'. It is 'a set of tech
niques, a process of developing deep empathy for another's point of 
view and using that perspective to stimulate novel design concepts' 
(Leonard and Swap, 2005b: 82). Empathic design differs from con
textual inquiry precisely because it does not rely on inquiry; in the 
situations in which empathic design is most useful, inquiry is useless or 
ineffective (Leonard, 1998: 288n). The more deeply a researcher can get 
into the mindset, the perspective, of a prospective or actual user, the 
more valuable is the knowledge thus generated (Leonard, 2006). 

Obviously, the knowledge gained and generated through market 
research, empathic deSign, product development, and so on, should 
not vanish after the project finishes. Indeed, it is essential to retain 
vital knowledge and share and transfer across functions, between pro
jects, as well as generations of projects and products (for example, 
Cusumano and Nobeoka, 1998; Nobeoka, 1995; Nobeoka and Cusumano, 
1997). As Cusumano and Nobeoka (1998: 175) put it: 'In addition to 
overlapping projects and using cross-functional teams, companies have 
various organizational and technological mechanisms to help them 
capture knowledge about designs or manufacturing processes and then 
transfer this knowledge across different projects or different gen
erations of products.' In fact, successful new product development 
at least partially depends on the ability to understand technical and 
market knowledge embodied in existing products, and the adaptation 
of this knowledge to support new product development (Aoshima, 
2002; Iansiti, 1997; Iansiti and Clark, 1994). 

Aoshima (1996, 2002) studied the transfer of knowledge across dif
ferent projects in the automotive industry and examined two types of 
knowledge. One related to the development of specific components 
and the other related to integration of different components. Aoshima 
(1996; 2002) called the former 'local' knowledge and the latter 'system' 
or 'integrative' knowledge. For component knowledge, he found that 
archival-based mechanisms, such as documents, reports, written engi
neering standards, and computerized tools, were more effective in pro
moting knowledge retention than individual-based mechanisms such 
as transfer of people or direct communication between members of dif
ferent projects. This seems to be because component-level knowledge is 
rather specialized and can be written down. For system or integrative 
knowledge, however, he found that companies did better if they relied 
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more on individual-based mechanisms, primarily face-to-face commu
nication and transfer of people from one project to another. This is 
probably because this kind of knowledge is difficult to communicate 
and write down (Aoshima, 1996, 2002; ct. also Cusumano and 
Nobeoka, 1998). These findings also seem to be consistent with von 
Hippel (1994). 

As discussed in Chapter 3.4, Nonaka's publications (for example, 
Nonaka, 1994; Nonaka and Takeuchi, 1995) have drawn attention to 
Japanese firms as knowledge-creating companies, and the difference, it 
was argued, between Japanese and Western firms lies in the focus 
on tacit knowledge of the former and explicit knowledge of the latter 
(Hedlund and Nonaka, 1993; Takeuchi and Nonaka, 2000). Addi
tionally, the practices of the Japanese 'knowledge-creating company' 
are also interesting from a marketing perspective, 'because they demon
strate how companies mobilize all employees to learn more about 
markets and how to captivate customers' Qohansson and Nonaka, 
1996: 164). As a matter of interest, since its beginning, the theory of 
corporate knowledge creation has been closely related to the field 
of marketing due to its focus on new product development projects 
(Non aka, 1991; Takeuchi and Nonaka, 1986). The same is also true for 
Leonard's (1998) work on knowledge assets. Marketing's first detailed 
glimpse of Japanese firms' knowledge-creating capabilities came with 
the publication in 1995 of Nonaka and Takeuchi's book The Knowledge
Creating Company. Indeed, the fact that creating, sharing, and man
aging (marketing) knowledge are particularly crucial in new product 
development projects has frequently been recognized and discussed 
(ct., for example, Bell, Whitwell, and Lukas, 2002; Hoegl and Schulze, 
2005; Madhavan and Grover, 1998; Moenaert and Souder, 1990; 
Schulze and Hoegl, 2006). Moreover, as marketing organizations serve 
as corporate links between customers and their organization's manu
facturing and R&D operations (Riesenberger, 1998), the integration 
of and knowledge exchange between R&D and marketing have also 
been treated as important issues (for example, Griffin and Hauser, 
1996; Song and Parry, 1993). When organizations remove the func
tional barriers that impede the flow of information from development 
to manufacturing to sales and marketing, they improve the organiza
tion's ability to make rapid decisions and execute them effectively 
(Slater and Narver, 1995: 65; ct. also Clark and Fujimoto, 1991; Nonaka, 
1990a). Indeed, '[n]ew product introduction in subsidiaries around the 
world can benefit from knowledge management systems that address 
the needs of best marketing practices and stimulate cross-subSidiary 
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learning through access to information and knowledge exchange 
among employees' (Riesenberger, 1998: 101). 

4.1.4 The long road to marketing knowledge and knowledge-based 
marketing 

The literature reviews on market orientation and organizational learn
ing (4.1.1), marketing knowledge (4.1.2), and areas of marketing 
knowledge creation and application (4.1.3) have shown that there are 
many research streams contributing to the field and that there are 
many different angles, processes, and functions from which one can 
take a knowledge-based view of marketing. Despite different approaches 
to and conceptualizations of market orientation (d., for example, 
Figure 4.1), the different approaches have much in common and build 
upon and draw from each other. As a result, the whole research stream 
of market orientation has a comparatively high degree of consistency 
and homogeneity. In contrast to that, the treatment of market and 
specifically marketing knowledge (including customer knowledge) does 
not seem to have such a common ground unifying scholars. Other 
areas such as SCM, market research, CRM (including CKM, DCM, and 
the lead user concept), and PDM have contributed to the field, or at 
least have the potential to do so. But most of the time, they have done 
so independently of each other and there is no comprehensive frame
work integrating the different approaches and areas of research. 

Figure 4.4 gives an overview of the related research streams, concepts, 
and antecedents of a knowledge-based view of marketing which have 
been discussed in Chapters 3 and 4.1, and illustrates their theoretical/con
ceptual affiliations and interrelations. It emphasizes once again how scat
tered and heterogeneous the state-of-the-field of knowledge-based 
marketing is and how many different streams of research have to be con
sidered. The dashed line above knowledge-based marketing is meant to 
emphasize that although all of the above research streams and areas con
tribute, there is no theory that links and integrates the different ap
proaches to and into knowledge-based marketing. Differences between 
organizational learning and knowledge management and the resource
based and the knowledge-based view of the firm have been touched upon 
in Chapter 3 and will be highlighted again below. 

In addition to the semantic uncertainties associated with the notion 
of marketing knowledge (d. above, 4.1.2), the literature review reveals 
scholars' assumptions or suppositions about the role of knowledge in 
marketing as well as organizational learning and knowledge manage
ment in marketing. These can be summarized as follows: 



88 International Marketing in the Net.¥ork Economy 

--..... -}'---
04 the Firm 

r-----' 
I _BtO I , , 

Figure 4.4 Related concepts and antecedents of knowledge-based marketing 
(author's own illustration) 

(1) There does not seem to exist a knowledge-based view of market
ing, let alone a knowledge-based marketing theory. As shown 
in Chapter 4.1.1 on market orientation, many authors refer to, or 
draw from, the resource-based view of the firm, but nonc builds on 
the knowledge-based view of the firm. 

(2) There does not seem to exist a knowledge management approach to 
marketing, that is, an application of knowledge management con
cepts to marketing. As shown in Chapter 4.1.1 on market orientation, 
many authors refer to, or draw from, the organizationalleaming liter
atures, but none builds on knowledge management research. 

(3) The terms ' information' and 'knowledge' seem to be used inter
changeably and indiscriminately. As shown in Chapter 3 - speci
fically sections 3.1 and 3.4.1 - knowledge goes far beyond the 
concept of information and a distinction between tacit and explicit 
knowledge is crucial for the analysis und understanding of the 
organizational knowledge·creation process and innovation. 

(4) The notion of marketing knowledge is closely bound up with the 
inputs derived from various sources: academic marketing know
ledge and market research, and applied to marketing research with 
special reference to customers and new product development. 
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Schlegelmilch and Penz (2002) and Achrol and Kotler (1999) are 
two of the few exceptions to grasp the importance of marketing 
knowledge creation. 

(5) There is a good deal of hypothesizing about marketing as a knowl
edge-based activity, but a dearth of studies about how firms con
sciously develop and apply a knowledge-based approach. 

(6) The literature is correspondingly short of case material, the only 
exception being Chaston (2004). 

(7) The literature to date is completely silent about the application of a 
knowledge-based approach to marketing as in explicitly interna
tional pace cross-cultural contexts. 

(8) With the exception of Chaston and fellow researchers (Chaston, 
2004; Chaston, Badger, Mangles, and Sadler-Smith, 2001, 2003; 
Chaston, Badger, and Sadler-Smith, 2000, 2001), the discussion 
focuses on large organizations, implying that a knowledge-based 
approach to marketing is less relevant to smaller ones. 

How the knowledge-based view of the firm overcomes the main short
comings and limitations has been highlighted in Chapter 3.3: the 
resource-based view treats knowledge as one resource, but empirical 
and theoretical research on the resource-based view of the firm so far 
has been mainly focused on how firms keep their unique resources and 
resulting competitive advantages through such conditions as imperfect 
substitutability and limited mobility of resources (Nonaka, Toyama, 
and Nagata, 2000: 7-8; Nonaka and Toyama, 2003: 4; d. also Amit and 
Schoemaker, 1993; Barney, 1991; Nonaka, von Krogh, and Voelpel, 
2006; Peteraf, 1993; Wernerfelt, 1984). Therefore, Nonaka and Toyama 
(2003: 4) conclude that - although it deals with the dynamic capability 
of the firm - 'the resource-based view of the firm fails to explain the 
dynamism in which the firm continuously builds such resources 
through interactions with the environment' (d. also Nonaka, Toyama, 
and Nagata, 2000: 7). 'What is missing in the resource-based approach 
is a comprehensive framework that shows how various parts within the 
organization interact with each other over time to create something 
new and unique' (Non aka and Takeuchi, 1995: 49). I propose that this 
same limitation applies to market orientation and organizational learn
ing as discussed in Chapter 4.1.1.2. This research stream obviously 
deals with dynamic capabilities of firms - marketing capability, market
ing information processing capabilities, and so on - but it fails to show 
how various parts within - and actually also outside - the organization 
interact to create new knowledge and leverage innovation. 
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Kyriakopoulos and Moorman (2004: 224) contend that although 
market orientation seems to be closely related to exploitation and 
exploration (to be discussed in greater detail below, 4.2.2) they are dis
tinct concepts for several reasons. First, market orientation is a firm
level trait whereas exploitation and exploration are project-level 
strategies, which is why they argue that a firm's market orientation 
creates the context within which project-level marketing strategies can 
cross-pollinate (Kyriakopoulos and Moorman, 2004: 224). Consistent 
with this, Slater and Narver (1995), as will be recalled, argue that a 
market orientation provides norms for learning from customers and 
competitors but that it is distinct from adaptive or generative learning 
strategies. Second, none of the current views of market or customer 
orientation is implicitly exploitation- or exploration-focused. There
fore, this element must be accounted for by additional strategic factors 
in the firm (Kyriakopoulos and Moorman, 2004; see also Day, 1999a; 
Slater and Narver, 1999). 

Nonaka and Takeuchi (1995: 45) - while acknowledging 'the affinity 
with [their] own thinking' - identify some critical limitations often 
found in the literature on organizational learning. First, as seen in 
Senge (1990), organizational learning theories basically lack 'the view 
that knowledge development constitutes learning' (Weick, 1991: 122). 
Most of them are trapped in a behavioural concept of 'stimulus
response'. Second, most of them still use the metaphor of individual 
learning (Dodgson, 1993; Weick, 1991). In the accumulation of over 
twenty years of studies, they have not developed a comprehensive view 
on what constitutes 'organizational' learning. Third, there is wide
spread agreement that organizational learning is an adaptive change 
process that is influenced by past experience, focuses on developing or 
modifying routines, and is supported by organizational memory. As a 
result, the theories fail to conceive an idea of knowledge creation (even 
though there are exceptions). The fourth limitation is related to 
the concept of 'double-loop learning' (Argyris, 1977) or 'unlearning' 
(Hedberg, 1981) as well as to a strong orientation towards organ
izational development. Following the development of Argyris and 
Schon's (1978) theory of organizational learning, it has been widely 
assumed implicitly or explicitly that double-loop learning - the ques
tioning and rebuilding of existing perspectives, interpretation frame
works, or decision premises - can be very difficult for organizations to 
implement by themselves. In order to overcome this difficulty, the 
learning theorists argue that some kind of artificial intervention, such 
as the use of an organizational development programme, is required. 
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The limitation of this argument is that it assumes that someone inside 
or outside an organization 'objectively' knows the right time and 
method for putting double-loop learning into practice (Non aka and 
Takeuchi, 1995: 46). 'Seen from the vantage point of organizational 
knowledge creation, double-loop learning is not a special, difficult 
task but a daily activity for the organization', as organizations 'con
tinuously create new knowledge by reconstructing existing per
spectives, frameworks, or premises on a daily basis' (Non aka and 
Takeuchi, 1995: 46). 'In other words, the capacity for double-loop 
learning is built into the knowledge-creating organization without the 
unrealistic assumption of the existence of a "right" answer' (ibid.). 

All of these limitations identified by Nonaka and Takeuchi (1995) 
basically also apply to the literatures in the field of market orientation, 
as they build upon the theories of organizational learning. In fact, a 
knowledge-based theory of marketing cannot merely deal with passive 
learning processes, but instead needs to embrace active knowledge 
creation and management. Nonaka and Takeuchi (1995: 49, original 
emphasis) have also pointed out that 'there are very few studies on 
how knowledge is created within and between business organizations' 
because '[a]t the core of concern of these theories is the acquisition, 
accumulation, and utilization of existing knowledge', while they lack 
the perspective of 'creating new knowledge'. A quick look again at 
Chapter 4.1.1.2 immediately confirms this problem also for the field of 
marketing. Indeed, as we have seen above, Sinkula (1994) - based on 
Huber's (1991: 90) four organizational learning-related constructs: 
knowledge acquisition, information distribution, information inter
pretation, and organizational memory - depicts market information 
processing (that is, organizational learning in marketing) as a four
stage process that includes information acquisition, information dis
semination, shared interpretations, and storage (organizational memory) 
(d. also Slater and Narver, 1995). He further proffers that market infor
mation processing 'is a function of what the organization has learned 
in terms of both facts about its relevant markets and its particular way 
of acquiring, distributing, interpreting, and storing information' 
(Sin kula, 1994: 37). The need for a knowledge-based marketing theory 
is obvious. 

Both the shortage of research on organizational creation of mar
keting knowledge and the dearth of studies about how firms con
sciously develop and apply a knowledge-based approach as well as the 
corresponding shortage of case material (Kohlbacher, Holden, Glisby, 
and Numic, 2007) - Chaston (2004) has been a long-awaited exception 
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- have prompted the empirical research project described in Chapters 2 
and the Appendix, and this book aims to contribute to closing this dis
concerting gap in the marketing and knowledge management litera
ture. According to Chaston (2004: ISS), '[i]n a world where other firms 
are seeking to expand their market share, successful firms often can 
only stay ahead of the competition by exploiting new knowledge to 
offer improved products or processes that deliver new forms of added 
value to their customers'. Nevertheless, the literature to date is com
pletely silent about the application of a knowledge-based approach to 
marketing as in explicitly international pace cross-cultural contexts. In 
fact, there is a general shortage of research and academic writing on 
marketing knowledge and marketing from a knowledge-based view. 
The market orientation literature (4.1.1), specifically the works of 
Jaworksi and Kohli Qaworski and Kohli, 1993; Jaworski, Kohli, and 
Sahay, 2000; Kohli and Jaworski, 1990; Kohli, Jaworski, and Kumar, 
1993), Narver and Slater (Narver and Slater, 1990; Narver, Slater, and 
Maclachlan, 2004; Slater and Narver, 1995; Slater and Narver, 1994, 
1998, 1999), and Day (Day, 1990, 1994a, 1994b, 1998, 1999a, 1999b; 
Day and Montgomery, 1999), can certainly be seen as attempts to deal 
with marketing knowledge processes in firms. But the limitations dis
cussed above apply. Apart from this literature in the English language, 
there appears to be no article in the German-language and Japanese
language management literature which discusses knowledge-based 
approaches to marketing. In German, the only contribution approach
ing marketing and knowledge management was about market research 
as a knowledge management function, stating that marketing research 
'has a key position within the market related knowledge management' 
(Grundei, 2000: 342). As for Japanese, there only seem to be the works 
by Furukawa (most prominently Furukawa, 1999a, 1999b; Katahira, 
Furukawa, and Abe, 2003) and Ogawa (2000). The former use Nonaka 
and Takeuchi's (1995) SECI model and the concept of ba (Nonaka and 
Konno, 1998) to analyse and explain how knowledge about products is 
shared both between consumers - and thus leads to the diffusion and 
adoption of innovations - and consumers and companies - which 
contributes to the literature on customer knowledge and market 
research. 

I strongly believe that in an increasingly global business environ
ment, the creation and transfer of marketing knowledge and intra-firm 
collaboration through knowledge-based approaches to marketing will 
become more and more crucial as a determinant for corporate compet
itive advantage and survival of firms. Indeed, as marketing affairs are one 
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of the most knowledge-intensive aspects of a company, applying 
knowledge management concepts and practices to the field of market
ing and to marketing functions will prove especially efficient and effec
tive. But as the above review and discussion have shown, marketing 
lacks a knowledge-based framework in order to analyse and explain 
marketing-related knowledge processes in firms. Basically, only the 
research by Schlegelmilch and fellow researchers (Schlegelmilch, 
Ambos, and Chini, 2003; Schlegelmilch and Chini, 2003; Schlegel
milch and Penz, 2002) can be seen as an exception to this shortage. 
This book aims to contribute to closing these disconcerting gaps and to 
overcome misconceptions by presenting findings from a recent empiri
cal study and by analysing various case studies, revealing these firms' 
strength and ability for creating and leveraging (marketing) knowledge 
both locally and globally (see Chapters 5 and 6.1). Finally, as 
Gummesson (2001: 29, added emphasis) notes, '[s]ervices and B-to-B 
(business-to-business) marketing, relationships, networks, quality, 
knowledge management, brand equity, green marketing, information 
technology and other developments have had some impact but have 
not made marketing theorists bake a cake according to a new recipe, 
just to add decorations on the glazing of the old cake'. The next 
section (4.2) is therefore an attempt to engage in the first steps of 
building a knowledge-based framework for marketing and to build 
theory. I have been obliged to use - or rather create - a new recipe but 
the challenge will be to successfully bake the new cake. 

4.2 KnowLedge-based approaches to marketing 

The bottom line is that markets are changing faster than our mar
keting. The classic marketing model needs to be future-fitted. 
Marketing must be deconstructed, redefined, and stretched. (Kotler, 
Jain, and Maesincee, 2002: x) 

'At an organisational level in a modern economy knowledge is the 
most important resource within the company' (Chaston, 2004: 2). 
Both empirical as well as literature research have shown a tendency for 
the creation and transfer of (marketing) knowledge and intra-firm col
laboration through knowledge-based marketing to become more and 
more crucial as a determinant for corporate competitive advantage and 
survival of firms in an increasingly global business environment. 
As stated above, marketing affairs are highly knowledge-intensive, 
applying knowledge management concepts and practices to the field of 
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marketing and to marketing functions might prove especially efficient 
and effective. As large parts of marketing knowledge are tacit and 
hard to codify, face-to-face communication and the integration of local 
staff into marketing processes and decision-making will be a critical 
factor for global marketing knowledge sharing that leads to successful 
marketing and sales achievements. 

However, as has been mentioned above, despite the growing recog
nition of the need for knowledge-based approaches to marketing, there 
seem to be only a few pioneer firms that are already taking or trying to 
take such an approach. The case studies to be presented in Chapter 5 
will show how these firms face the challenge of an increasingly global 
business environment with fierce competition and take up and master 
the challenge with the help of knowledge-based marketing. As Hansen 
and Nohria (2004: 22) correctly note, the ways for MNCs to compete 
successfully by exploiting scale and scope economies or by taking 
advantage of imperfections in the world's goods, labour and capital 
markets are no longer as profitable as they once were, and as a result, 
'the new economies of scope are based on the ability of business units, 
subsidiaries and functional departments within the company to collab
orate successfully by sharing knowledge and jointly developing new 
products and services'. In fact, this statement strongly supports the 
need for knowledge-based (approaches to) marketing. 

Before moving on to the discussion of marketing knowledge and 
knowledge-based marketing, it is necessary to clarify what is meant by 
marketing, that is, what is the definition of marketing underlying this 
book. In 2004, the American Marketing Association (AMA) announced 
a new definition of marketing: 

Marketing is an organizational function and a set of processes for 
creating, communicating, and delivering value to customers and for 
managing customer relationships in ways that benefit the organiza
tion and its stakeholders. (American Marketing Association, 2004) 

Note how this definition focuses on delivering value to customers and 
on the management of relationships, and includes all stakeholders of 
the firm. In a similar vein, Gummesson (2003b: 168) defines marketing 
as 'interaction in networks of commercial relationships'. When explor
ing the role of relationships, networks, and the business ecosystem in 
Chapter 4.2.2.2 and the notion of marketing knowledge co-creation in 
Chapter 4.2.3, the significance of these definitions will become even 
more obvious. 
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4.2.1 Marketing knowledge 

As shown in Chapter 4.1, it may not be outlandish to suggest that the 
marketing discipline is tying itself up in semantic knots while it struggles 
to create consensus on an agreed definition of the term 'marketing know
ledge', its practical scope, and supporting constructs. In fact, the current 
marketing literature does not offer one satisfactory definition of market
ing knowledge which is also amenable to the investigation of interna
tional marketing interactions (Kohlbacher, Holden, Glisby, and Numic, 
2007). However, providing a clear definition of the term 'marketing 
knowledge' is absolutely essential for the development of a knowledge
based theory of marketing and for any discussion of knowledge-based 
marketing. 

Wierenga (2002: 355) claims that 'restricting marketing knowledge to 
academic knowledge is unnecessary and not productive' and that 
'[m]arketing decision-makers in practice have a much richer treasure 
of marketing knowledge at their disposal than the "codified body of 
knowledge" that has emerged from systematic academic research'. Based 
on the insight that marketing knowledge can be deep knowledge or 
surface knowledge, explicit or tacit knowledge, and objective or subjective 
knowledge (Wierenga and van Bruggen, 2000), Wierenga (2002: 356, 
removed emphasis) defines marketing knowledge as '[a]ll the insights and 
convictions about marketing phenomena that marketing managers use or 
can use for making marketing decisions'. While academic marketing 
knowledge 'is characterized by terms such as marketing laws, marketing 
principles, empirical generalizations, and marketing science', marketing 
practitioners 'use much more knowledge than only the products of mar
keting science', as they 'usually have extensive experience, which produces 
a significant amount of expertise' (Wierenga, 2002: 356, 357, original em
phasis). Gmnhaug (2002: 370-1) deals with academic marketing know
ledge as produced, taught, and disseminated by marketing academicians 
in greater detail and contends that 'marketing knowledge should be 
helpful to businesses in understanding their customers and business envi
ronments, allowing business firms to make wise decisions, take successful 
actions and thus keep their competitive edge'. He further reminds us that 
if 'marketing knowledge is to yield competitive advantage, it must also be 
superior, probably developed to the degree of expert knowledge' 
(Gnmhaug, 2002: 371). 

I strongly support the call for including the marketing knowledge 
that managers use for decision-making in the concept of marketing 
knowledge (see also below, holistic marketing knowledge). However, as 
'it seems a safe statement that academic marketing knowledge has a 
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modest share in the total quantity of marketing knowledge that a 
marketing manager uses' (Wierenga, 2002: 359), I do not consider this 
dichotomy very helpful. Rather I propose different types of marketing 
knowledge according to the different entities that carry the knowledge 
or whom the knowledge is about. In fact, customer knowledge as a crit
ically important resource has already been highlighted in Chapter 
4.1.3.3. Besides, rather than there being objective, generalizable mar
keting knowledge, it is probably firm-specific and therefore accu
mulated at the level of the individual firm (d., for example, Kohli 
and Jaworski, 1990; McIntyre and Sutherland, 2002; Menon and 
Varadarajan, 1992). Indeed, because firms are 'embedded in hostile, 
ever-changing environments, knowledge about the actual context will 
(in most cases) also be needed in addition to the general marketing 
knowledge' (Gnmhaug, 2002: 371). 

In addition to being divided into functional areas, organizations all 
possess domains of knowledge. Domains of knowledge are' areas of dis
tinct knowledge about certain things that have a common theme' 
(Grieves, 2006: 57). The most common domains of knowledge in an 
organization are knowledge about products, knowledge about cus
tomers, knowledge about employees, and knowledge about suppliers. 
Knowledge about products deals with all the information an organ
ization has about a product: how it needs to be designed, how it needs 
to be manufactured, the functionality it needs to have, and so on. 
Knowledge about customers deals with customer-specific knowledge: 
their requirements, their procedures for doing business, their ways of 
making decisions. Knowledge about employees deals with their know
ledge of areas of expertise: the processes they perform, their expertise 
in certain areas. Finally, knowledge about suppliers deals with the 
expertise of suppliers: the products that suppliers have to offer, their 
manner of doing business, their quality of work, their reliability, and 
so on (Grieves, 2006: 57). 

Trusting that no marketing scholar or practitioner is likely to disagree 
on marketing affairs being one of the most knowledge-intensive parts of a 
company, I propose the following definition of marketing knowledge: 

Marketing knowledge is all knowledge, both declarative as well 
as procedural, concerning marketing thinking and behaviour in a 
corporation. 

Obviously, this leads to a very broad concept of marketing knowledge, 
but given the early stage of research on knowledge-based approaches to 
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marketing, this definition proves to be a helpful guidance for the 
exploratory empirical study (d. Chapters 5, 6 and Appendix). Indeed, 
Bjerre and Sharma's (2003: 140) pronouncement to the effect that the 
'important thing is not one specific piece of knowledge, but an entire 
package that includes knowledge about clients, competitors, local insti
tutions, suppliers etc.' underscores the importance of such a com
prehensive concept of marketing knowledge. As Pollard (2006: 21) 
reminds us, 'marketing knowledge of a company develops both 
in-house and through external contact', another feature of holistic 
marketing knowledge that comprises knowledge of and about other 
entities and stakeholders in the market place and the ecological system 
of a firm. In fact, successful companies 'create collaborative networks 
to gain and disseminate knowledge' (Kotler, Jain, and Maesincee, 2002: 
113). Therefore, the above definition includes both tacit as well as 
explicit knowledge about products, markets, customers, competitors, 
partners, marketing processes, and marketing strategy. Finally, it includes 
also experiences of past marketing efforts such as new product intro
ductions, as well as future expectations. Note that a finer and narrower 
definition of marketing knowledge leads to the definition of one of 
these subunits of marketing knowledge, such as customer knowledge, 
competitor knowledge, and so on. Marketing knowledge itself is a 
holistic concept and has deliberately been defined in a broad way. 

Declarative and procedural knowledge have been defined in Chapter 
3.1. Besides, as will be recalled (d. 4.1.2.4), for Rossiter (2001: 10), 
'marketing knowledge is declarative ("know what") and ... exists inde
pendently of, and should be distinguished from, marketing skills 
or procedural knowledge ("know-how")'. In my holistic definition of 
marketing knowledge, the term includes both aspects: declarative 
marketing knowledge as knowledge about facts, stakeholders, the envi
ronment, and so on, relevant for marketing affairs of a firm, and pro
cedural marketing knowledge as the knowledge of marketing processes 
and the know-how to process this knowledge as well as knowledge 
from stakeholders, for example. Indeed, very importantly, competitor, 
customer, partner, and supplier knowledge not only means knowledge 
about competitors, customers, partners, and suppliers, but also know
ledge from competitors, customers, partners and suppliers. Gibbert, 
Leibold, and Probst (2002) and Desouza and Awazu (2004, 2005b) 
have stressed this in the case of customer knowledge already (d. 
4.1.3.3) and the importance of knowledge from alliance partners 
(competitors, suppliers, partners) and suppliers was discussed in Chap
ters 3.7 and 4.1.3.1. Finally, the explicit mentioning of both declarative 
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and procedural knowledge is also meant to take account of the fact that 
marketing is defined as both an organizational function and as a set of 
processes (American Marketing Association, 2004; see also above). 

Furthermore, the importance of tacit knowledge and its relevance 
should have become clear in Chapter 3 and Chapter 4.1.2.4, and will be 
further illustrated in the stories about the informant companies and my 
analysis of their experiences in Chapters 5 and 6.1. Indeed, '[m]ost of the 
knowledge that makes an organization competitive is its tacit, not its 
explicit, knowledge' (Dixon, 2000: 96). Given the significance of tacit 
knowledge, it is important to note that the expression' all knowledge' in 
the above definition of marketing knowledge actually refers to a concept I 
would like to term 'holistic knowledge'. This 'holistic marketing knowl
edge' is a combination and synthesis of both tacit and explicit marketing 
knowledge (ct. Figure 4.5). The term 'holistic knowledge' will be dealt 
with in greater detail in section 4.2.3. In a sense, it is also similar to the 
concept of 'common knowledge' proposed by Dixon (2000: 11) who 
defines it as 'the knowledge that employees learn from doing the organi
zation's tasks' (ct. Chapter 3.1). Note that common knowledge 'is always 
linked to action', as it is 'derived from action and it carries the potential 
for others to use it to take action' (Dixon, 2000: 13). Figure 4.5 also shows 
that (holistic) marketing knowledge is inherently tacit at its core and that 
the explicit knowledge around it might be but the tip of the iceberg of 
the real value of the knowledge in question. Besides, all types of market
ing knowledge - for example, customer knowledge, product knowledge, 
and so on - have both tacit and explicit components, which need to be 
considered when taking a holistic perspective of marketing knowledge. 
According to Kotler, Jain, and Maesincee (2002: 113), knowledge is 
'information that has been edited, put into context, and analysed in 
a way that makes it meaningful'. Obviously, Nonaka's (1994) theory of 
organizational knowledge creation and his SECI model play an important 
role here (ct. 3.4 and 4.2.3). 

Last, but not least, marketing knowledge is an organizational resource 
that reduces the effects of ambiguity and complexity in cross-border 
interactions (Simonin, 1999a), as well as a 'primary source of co
ordinating power' in business networks (Achrol and Kotler, 1999: 157). 
In fact, according to Hanvanich, Droge, and Calantone (2003: 126), 
'marketing knowledge should enable firms to identify competent 
business partners so as to build capabilities'. But '[to] understand the 
complex nature of the marketing knowledge more frequent and 
prolonged direct, face-to-face contact between firms is needed' (Bjerre 
and Sharma, 2003: 140). This is confirmed by Madhavan and Grover 
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Figure 4.5 A holistic notion of marketing knowledge (author's own illustration) 

(1998: 6) who found that rich personal interaction directly affects 
the efficiency and effectiveness with which embedded knowledge is 
converted to embodied knowledge. 

Having clarified what marketing knowledge is - an issue that had 
been pending for a long time - it is now time to turn to the concept of 
'knowledge-based marketing', which builds on marketing knowledge as 
its key resource. 

4.2.2 Knowledge-based marketing 

Knowledge is no good if you don't apply it. (Goethe) 

As mentioned in Chapter 3, '(v]irtua lly all business conducted today is 
global business' (Thomas, 2002: 3); national economies have become 
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increasingly deregulated and have opened up opportunities for inter
national trade and competition so that it has 'become the norm for 
organizations to compete for market share not only with their national 
competitors but also with international ones' (Trompenaars and 
Woolliams, 2004: 27). BeSides, in such 'an era of ever faster innovation 
cycles combined with an increasing convergence of industries ... and 
intense and global competition, advantages tend to erode quickly' 
(Ambos and Schlegelmilch, 2005: 23). As a result, the majority of all 
marketing activities will have to be international and marketing man
agers need to develop a deep understanding of the idiosyncrasies of 
global marketing (Schlegelmilch and Sinkovics, 1998). At the same 
time, scholars and practitioners around the globe have identified the 
capability of MNCs to create and efficiently transfer and combine 
knowledge from different locations worldwide as an increasingly 
important determinant of competitive advantage, corporate success, 
and survival (d., for example, Asakawa and Lehrer, 2003; Bartlett and 
Ghoshal, 2002; Chini, 2004; Desouza and Awazu, 200Sb; Doz, Santos, 
and Williamson, 2001; Gupta and Govindarajan, 2000a; Macharzina, 
Oesterle, and Brodel, 2001; Schulz and Jobe, 2001). It is therefore high 
time to include marketing in the knowledge management agenda. 

This section summarizes the theoretical and empirical insights into a 
comprehensive macro-model of knowledge-based marketing. First, a 
holistic definition of knowledge-based marketing is provided and 
explained. Second, the key players and actors in knowledge-based mar
keting are discussed and the main influencing factors of knowledge
based marketing are presented. 

4.2.2.1 Definition 

A key issue in the literature on organizational learning and knowledge 
management is how successfully firms learn when they are exploiting 
current knowledge and skills versus exploring new knowledge and 
skills, and a long tradition of research suggests that these are com
peting strategies (Kyriakopoulos and Moorman, 2004; March, 1991; 
Miller, Zhao, and Calantone, 2006). But this view has also been chal
lenged, arguing that firms must engage in both strategies (for example, 
He and Wong, 2004; Jansen, Van den Bosch, and Volberda, 2005; 
Kyriakopoulos and Moorman, 2004; Levinthal and March, 1993; Lewin 
and Volberda, 1999). Levinthal and March (1993: 105) put it like this: 

An organization that engages exclusively in exploration will ordinarily 
suffer from the fact that it never gains the returns of its knowledge. An 
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organization that engages exclusively in exploitation will ordinarily 
suffer from obsolescence. The basic problem confronting an organ
ization is to engage in sufficient exploitation to ensure its current 
viability and, at the same time, to devote enough energy to explo
ration to ensure its future viability. Survival requires a balance, and the 
precise mix of exploitation and exploration that is optimal is hard to 
specify. 

Kyriakopoulos and Moorman (2004) identified research in various 
fields that has recently shifted focus from whether to how firms can 
achieve a complementarity of the exploitation and exploration stra
tegies: Brown and Eisenhardt (1997), for example, introduce semi
structured and time-paced strategies as managerial tools to achieve this 
dynamic balance in product innovation. Likewise, the integration of 
exploration and exploitation is central to work examining dynamic or 
combinative capabilities (Grant, 1996a; Kogut and Zander, 1992; Teece, 
Pisano, and Shuen, 1997). In the product development literature, 
scholars often study the degree of fit between a new product and prior 
activities (for example, marketing and technological synergy: Henard 
and Szymanski, 2001; Montoya-Weiss and Calantone, 1994; Moorman 
and Miner, 1997; Song and Parry, 1997). Kyriakopoulos and Moorman 
(2004: 220) contribute to this literature by suggesting that a firm's 
market orientation can systematically promote synergies between 
exploratory and exploitative marketing strategy activities because 
'a firm's market orientation reduces the tensions between exploration 
and exploitation strategies and creates the opportunity for cross
fertilization and complementary learning between the two strategies'. 

While knowledge exploitation 'means enhancing the intellectual 
capital of a company with existing knowledge', knowledge exploration 
'is a strategy for a company to increase its intellectual capital by creat
ing its unique private knowledge within its organizational boundary' 
and therefore 'means enrichment of the intellectual capital that a 
company achieves by itself' (Ichijo, 2002: 478-9). According to Ichijo 
(2002), both knowledge exploitation and knowledge exploration are 
indispensable for a company to increase its competitive advantage 
and Kyriakopoulos and Moorman (2004: 234) found that - despite the 
common assumption that these are competing strategies - 'market
oriented firms can gain important bottom-line benefits from pursuing 
high levels of both strategies in product development'. In fact, '[i]n 
a world where other firms are seeking to expand their market share, 
successful firms often can only stay ahead of the competition by 
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exploiting new knowledge to offer improved products or processes that 
deliver new forms of added value to their customers' (Chaston, 2004: 
155). If we interpret Chaston's expression 'exploiting new knowledge' 
to be a mix of exploiting old knowledge and exploring new knowledge, 
we might well conclude that his statement is consistent with the above. 
Vicari and Cillo (2006: 195) follow Kyriakopoulos and Moorman 
(2004) and define market knowledge exploitation strategies as 'those 
that imply a leverage on existing knowledge to refine marketing strate
gies, without exiting the existent path'. On the other hand, they define 
market exploration strategies as 'those that enact new approaches in 
the relationship with the market, by challenging existent convictions 
and routines of the organization' (Vicari and Cillo, 2006: 195-6). 
Finally, Reinmoeller and van Baardwijk (2005: 63) contend that 
resilient companies 'go beyond conventional knowledge management 
by simultaneously exploiting existing knowledge and searching for 
new knowledge'. 

Kyriakopoulos and Moorman (2004: 221) define 'marketing exploita
tion strategies' as 'strategies that primarily involve improving and 
refining current skills and procedures associated with existing current 
skills and procedures associated with existing marketing strategies, 
including current market segments, positioning, distribution, and 
other marketing mix strategies' and 'marketing exploration strategies' 
as 'strategies that primarily involve challenging prior approaches 
to interfacing with the market, such as a new segmentation, new 
positioning, new products, new channels, and other marketing mix 
strategies'. Exploitation strategies have also been referred to as 'adap
tive learning' (Senge, 1990; Slater and Narver, 1995) or 'single-loop 
learning' (Argyris, 1977), and exploration strategies as 'generative 
learning' (Senge, 1990; Slater and Narver, 1995) or 'double-loop learn
ing' (Argyris, 1977) (ct. also above, 4.1.1.2). 

Dynamic capabilities enable 'both the exploitation of existing inter
nal and external firm-specific capabilities and developing new ones' 
(Teece, Pisano, and Shuen, 1997: 515; ct. also Eisenhardt and Martin, 
2000). Kyriakopoulos and Moorman (2004: 222) - who build their con
cepts of marketing exploitation and exploration on the resource-based 
view of the firm (ct. also 3.2) - view a firm's market orientation as 'a 
dynamic capability that facilitates a firm's ability to explore and 
exploit knowledge and skills'. Indeed, dynamic capabilities are rooted 
in both exploitative and exploratory activities (Benner and Tushman, 
2003). Kyriakopoulos and Moorman (2004: 235, 236) finally conclude 
that 'as a dynamic capability to sense market changes and relate to 
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markets, a firm's market orientation helps it reconfigure and integrate 
knowledge generated from both strategies to serve existing and future 
customer needs' and that 'market orientation is one important firm
level factor that allows high levels of both marketing exploitation 
strategies (improving current knowledge and skills) and marketing 
exploration strategies (developing new knowledge and skills) to be 
used profitably by firms'. 

Based on the above, I propose the following definition of 'knowl
edge-based marketing': 

Knowledge-based marketing is a knowledge management approach to 
marketing that focuses both on the exploitation (sharing and application) 
and exploration (creation) as well as the co-creation of marketing know
ledge from contexts, relations, and interactions in order to gain and 
sustain competitive advantage. 

Note that - even though the term is not mentioned in the definition -
the (co-) creation of value is an essential prerequisite for gaining and 
sustaining competitive advantage. Often, the (co-) creation of know
ledge goes hand in hand with the (co-) creation of value, but some
times it can also be an antecedent. The importance of creating and 
delivering value has already been emphasized in the definition of mar
keting given in Chapter 4.2 above and will be further illustrated in the 
case studies and their discussion in Chapters 5 and 6. 

Finally, given the early status of theory-building in knowledge-based 
marketing, I emphasize that the above is still a preliminary working 
definition. Significantly I attach equal weight to the role of explicit and 
tacit marketing knowledge, which are in fact inseparable in marketing 
practice. Nevertheless, I draw specific attention to the fact that I am 
giving particular prominence to the role of tacit knowledge (ct. also 
Chapters 3 and 4.10), in the sense that it has too often been neglected 
in the past. Besides, following the definition of marketing knowledge 
above, I also stress that knowledge-based marketing involves stakehold
ers such as customers, competitors, suppliers, partners, and so on, and 
is influenced by certain factors, such as national and corporate culture, 
tacitness of knowledge, and the level of trust (ct. Figure 4.6). Partners 
include both alliance partners and channel partners. I have attempted 
with the model below to capture the key features of the processes that 
I have described in this book. 

As shown in Figure 4.6, there are at least four main factors that 
influence the process of joint exploration and exploitation, as well as 
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El 

Figure 4.6 Knowledge-based marketing (author's own illustration) 

inter- and intra-o rganizational co-creation of knowledge: national 
culture, corporate culture, tacitness of knowledge, and level of trust. All 
of these factors have basically already been discussed in Chapter 3, and 
partly also Chapter 4. SpeCifically, Holden 's (2002) work on cross-cul
tural management serves as a helpful framework for analysing the 
culture-related factors. As far as tacitness is concerned, Simonin (1999a: 
469) has noted that 'tacitness is expected to be a strong antecedent of 
knowledge ambigui ty in the process of transferring marketing know
how between partners' and found strong empirical evidence in support 
of this claim. Cavusgil, Calantone, and Zhao (2003: 9) argue that the 
'higher the degree of tacitness of firm knowledge, the harder it is to be 
transferred from one firm to another' (ct. also Vicari and Cillo, 2(06). 

It is important to note here that I have not listed 'language' as a sep
arate factor in the model of Figure 4.6, but consider it to be embedded 
in both national and corporate culture. By corporate culture I mean 
what OeshpanM and Webster (1989: 4) have termed 'organizational 
culture' and defined as 'the patterns of shared values and beliefs that 
help individuals understand organizational functioning and that 
provide norms fo r behavior in the organization', According to Bertels 
and Savage (1999: 210), 'values and cultural characteristics can foster 
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knowledge creation in terms of product development and customer 
skills, abilities to learn from customers can enhance relationships, and 
the ability to learn how knowledge is shared and insights are gained 
can help to improve communication' (d. also Davenport and Prusak, 
2000). As for trust, it is necessary to recognize that the 'majority of 
relationships thrive on tacit understanding between parties and only a 
minority are regulated in contracts' and that commercial relationships 
are 'usually more informal than formal' and 'the parties trust each 
other' (Gummesson, 2002: 25). I will come back to some of these 
influencing factors when discussing relationship marketing in the next 
section, 4.2.2.2). 

Finally, it is also important to note the fact that I have derived the 
definition and model of knowledge-based marketing from studies of 
marketing interactions that took place in complex (cross-cultural) con
texts (d. Chapters 5 and 6.1). All too often international marketing is 
seen as an extension of monocultural marketing (that is, marketing in 
the firm's domestic market). For far too long the logic has been to 
apply monoculturally derived concepts of marketing to other countries 
(Kohlbacher, Holden, Glisby, and Numic, 2007). 

4.2.2.2 Key players and relationships 

Relationships between customers and suppliers are the ground for 
all marketing. (Gummesson, 2002: 10) 

According to Vicari and Cillo (2006: 185), studies on market orienta
tion and market knowledge are considered 'to address the issue of how 
companies learn about customers, competitors and channel members 
in order to continuously sense and act on events and trends in present 
and prospective markets'. As has become clear from the definition of 
marketing knowledge (Figure 4.5) and the model of knowledge-based 
marketing (Figure 4.6), there are at least the following key players and 
actors involved in the exploration and exploitation (co-creation and 
sharing) of (marketing) knowledge: different units or subsidiaries of the 
firm, customers, suppliers, business partners and competitors. Intra
firm knowledge creation and transfer as well as inter-organizational 
knowledge creation and sharing have frequently been researched and 
discussed, and I have also reviewed and evaluated the relevant litera
ture in Chapter 3. 

In their article 'The relational view' Dyer and Singh (1998) offer a 
view that suggests that a firm's critical resources may span firm bound
aries and may be embedded in inter-firm resources and routines. They 
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argue that an increasingly important unit of analysis for understanding 
competitive advantage is the relationship between firms, and they 
identify four potential sources of inter-organizational competitive 
advantage: (1) relation-specific assets; (2) knowledge-sharing routines; 
(3) complementary resources/capabilities; and (4) effective governance 
(Dyer and Singh, 1998). Indeed, relational concepts received more and 
more research attention in recent years (for example, Brodie, 2002; 
Chaston, Badger, Mangles, and Sadler-Smith, 2003; Coviello, Brodie, 
Danaher, and Johnston, 2002; Day, 2000, 2003; Fournier, Dobscha, 
and Mick, 1998; Glazer, 1991; Griffin and Hauser, 1993; Gulati and 
Kletter, 2005; Parvatiyar and Sheth, 2000; Peppers and Rogers, 1999; 
Peppers, Rogers, and Dorf, 1999; Pine II, Peppers, and Rogers, 1995; 
Sawhney and Zabin, 2002). In an era of globally networked economy, 
partnership equity is a fundamental component of the relationship 
equity that a company possesses (Sawhney and Zabin, 2002) and the 
global partnership base should include the customers, competitors, 
and suppliers (Yeniyurt, Cavusgil, and Hult, 2005). As Rindova and 
Fombrun (1999) suggest, the construction of competitive advantage is 
contingent on both the micro-efforts of the firm, the macro conditions 
of the environment, and the nature of the firm-constituent inter
actions (d. also Tzokas and Saren, 2004). Competitive advantage is 
therefore built on relationships and relationships with constituents 'are 
not just exchanges but sustained social interactions in which past 
impressions affect future behaviors' (Rindova and Fombrun, 1999: 
706). In fact, embeddedness in local networks enables companies to 
gain access to distinct inimitable resources (Eriksson and Chetty, 2003; 
Schmid and Schurig, 2003; Yeniyurt, Cavusgil, and Hult, 2005). As a 
result, new organization forms, including strategic partnerships and 
networks, are replacing simple market-based transactions and tra
ditional bureaucratic hierarchical organizations (Webster, 1992). Indeed, 
in the industrial age, marketers relied on the framework of the four Ps -
product, price, place, and promotion - to develop a marketing plan for 
their customers and companies created the products and defined their 
features and benefits; they also set prices, selected places to sell prod
ucts and services, and promoted intrusively through advertising, public 
relations, and direct mail. The underlying paradigm was one of uni
directional control (Kotler, Jain, and Maesincee, 2002: 125). The his
torical marketing management function, based on the microeconomic 
maximization paradigm, must be critically examined for its relevance 
to marketing theory and practice and a new conception of marketing 
will focus on 'managing strategic partnerships and positioning the firm 
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between vendors and customers in the value chain' with the aim of 
delivering superior value to customers (Webster, 1992: 1). As a result, 
customer relationships will be seen as the key strategic resource of the 
business. 

Gummesson (2002, 2004b) contends that relationship marketing 
can offer the beginnings of a general theory, using relationships, net
works, and interaction as its core variable, and that there is a need for 
relationships with customers, suppliers, intermediaries, and com
petitors. He even makes a call for 'total relationship marketing' and 
proposes a multilevel approach to relationship marketing that adds 
theoretical context to relationships, networks, and interaction (Gum
messon, 2002). As Kotler, Jain, and Maesincee (2002: 27, original em
phasis) put it: 'Companies therefore go beyond the business concept of 
customer relationship management toward the concept of whole relation
ship management. Marketers constantly renew the market by building 
and managing a customer database and delivering value, with the help 
of collaborators linked together in a value network.' Gummesson's 
(2002: 3) definition of relationship marketing is 'marketing based on 
interaction within networks of relationships'. Data warehousing has 
emerged from new IT as the next generation of databases, and know
ledge residing in organizations can now be collected, stored, and inte
grated in more elaborate ways. For CRM, this is marketing knowledge 
about customers; in a broadened relationship marketing sense it is data 
about all actors in a firm's network (Gummesson, 2001: 33). 

For Gummesson (2002: 3), relationship marketing is the 'broader, 
overriding concept' compared to CRM, which he defines as 'the values 
and strategies of relationship marketing - with particular emphasis on 
customer relationships - turned into practical application' (d. also 
Day, 2000, 2003; Fournier, Dobscha, and Mick, 1998; Parvatiyar and 
Sheth, 2000). Relationship marketing is 'grounded in the idea of estab
lishing a learning relationship with each customer' (Peppers, Rogers, 
and Dorf, 1999: 151; d. also Peppers and Rogers, 1997; Pine II, Peppers, 
and Rogers, 1995). This learning relationship is 'an ongoing con
nection that becomes smarter as the two interact with each other, 
collaborating to meet the consumer's needs over time' (Pine II, 
Peppers, and Rogers, 1995: 103). While the basic relationship of mar
keting is that between a supplier and a customer, a network is 'a set of 
relationships which can grow into enormously complex patterns' 
(Gummesson, 2002: 3-4). Gummesson (2002) proposes a total of thirty 
relationships, among which one is 'the knowledge relationship', which 
sees knowledge as the most strategic and critical resource. 



108 International Marketing in the Network Economy 

Tzokas and Sa ren (2004: 130) suggest that 'the scope, processes and 
technologies of [relationship marketing] facilitate the process of know
ledge construction, embodiment, dissemination and use' and propose a 
conceptual framework, which they call the ' house of knowledge in 
relationship marketing' (d. Figure 4 .7). In this framework, ' the know
ledge produced by means of interaction and dialogues feeds back to the 
participants thus giving rise to a new cycle of knowledge creation, dis
semination and use' (Tzokas and Sa ren, 2004: 132). Note the con
gruence of the influencing factors in th is framework and the model 
of knowledge-based marketing I proposed above (Figure 4.6). Even 
though I do not explicitly mention commitment it is implicitly incor
porated in both trust and corporate culture. Besides, relationsh ip 
culture a nd climate are both obviously part of corporate culture (and 
maybe partly also influenced by national culture). 

The process of knowledge creation will be discussed in Chapter 4.2.3 
and Figures 4.10, 4.11 and 4.12, as well as Figures 4.13 and 4.14, illus
trate the process in detail and h ighlight the parties involved. These 
models also fit neatly with Tzokas and Saren's (2004) framework. 

RELATIONSHIP 
CULTURE & 

CLIMATE 

KNOWLEDGE 

t t -INTERACTION 
STAKE-

FIRM & 
DIALOGUE HOLDERS 

~ t t 
KNOWLEDGE MANAGEMENT 

TRUST ~ COMMITMENT 

Figllre 4.7 The house of knowledge in relationship marketing (from Tzokas and 
Saren, 2004; 131) 
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In Total Relationship Marketing (G ummesson, 2002) the foca l point 
was relationships, even if networks, the network organizat ion, and the 
network society played a part. In 'From one-to-one to many-to-many 
ma rketing' (Swedish version only), the independent extension of the 
previous book's focus has moved to the larger context of networks of 
relationsh ips (G um messon, 2oo4a). Gummesson (2oo4a: 2, removed 
emphasis) contrasts the two-party relationship, the dyad, with the 
network and its multiple relationships a nd defines that many-to-many 
marketi ng 'describes, analyses and utilizes the network properties of 
marketing'. Indeed, the 'array of relationships in the set has been 
expanded from the dyad of seller and customer to include partners up 
and down the value chain (e.g., suppliers, the customers o f customers, 
channel intermediaries)' (Day and Montgomery, 1999: 4). Figure 4.8 
compares one-to-one ma rketing (Peppers and Rogers, 1999; Peppers, 
Rogers, and Dorf, 1999) and many-to-many marketing. The major dif
ference is that the object for one-to-one is a single supplier and single 
customer r elationships, but many-to-many is supplier networks con
nected with customer networks. The contribution from one-to-one, 
not least through the expressive wording, is first and foremost to high
light individual interaction in marketing. Indeed, according to Peppers, 

One-to-one marketing 
acx:ording 1(1 Peppen and Flc>gers 

* identify your customers 
• dif1erentiate your customers 
* interact with yoor customers 
* customize 
* learning relationships 

Many-to·many marketing 
lIIOOOfdj"ll lo Goovnesson 

The customer's 
network 

The supplier's 
network 

* identify your networks 01 relationships 
* differentiate the relationships and networks 
* interact in your networks 
* customize 
* learning networks 

Figure 4.8 Comparison o f one-to-one and many-to-many marketing 
(Gummesson, 2oo4a: 3; see also Peppers and Rogers, 1999) 
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Rogers, and Dorf, (1999: lSI) one-to-one marketing 'means being 
willing and able to change your behavior toward an individual cus
tomer based on what the customer tells you and what else you know 
about that customer'. The contribution of many-to-many is taking one
to-one further and addressing the whole context of a complex world 
(Gummesson, 2004a: 3). Gummesson (2004a: 4, removed emphasis) 
finally even concludes that many-to-many 'is the closest [he has] come 
to a DNA of marketing'. Indeed, according to him, marketing 'is 
interaction in networks of commercial relationships' (Gummesson, 
2003b: 168). 

Finally, a unique aspect of relationship marketing lies in the fact that 
it acknowledges the significant role of the customer in the value 
creation process (Tzokas and Saren, 2004: 129). This has appeared 
in the literature as value co-production, or prosumer (for example, 
Rindova and Fombrun, 1999; Wikstrom, 1996a, 1996b). Value and 
knowledge co-creation will be discussed further in Chapter 4.2.3. 
. Gibbert, Leibold, and Probst (2002: 464) state that it is ironic that 
'the conceptual predecessor of knowledge management has surpassed 
its own offspring'. Indeed, ten years ago, proponents of the resource
based view (see also Chapters 3.3 and 4.1.1) of strategy proclaimed that 
a company is best conceptualized as a bundle of unique resources, or 
competencies, rather than as a bundle of product market positions 
(Barney, 1991). More recent contributions to the resource-based view 
question this one-sided thinking about the locus of competence 
(Inkpen, 1996; Prahalad and Ramaswamy, 2000). It has now been 
claimed that such competence has actually moved beyond corporate 
boundaries, and that it is therefore worthwhile to also look for com
petence in the heads of customers, rather than only in the heads of 
employees (Gibbert, Leibold, and Probst, 2002). Therefore, successful 
companies today work 'with a large set of business partners that make 
up the company's collaborative network' (Kotler, Jain, and Maesincee, 
2002: 118). In fact, 'competence now is a function of the collective 
knowledge available to the whole system - an enhanced network 
of traditional suppliers, manufacturers, partners, investors, and cus
tomers' (Prahalad and Ramaswamy, 2000: 81). As a result, the organ
izational ability to develop and nurture interfirm relationships can 
become an organizational capability and lead to clear competitive 
advantages (Lorenzoni and Lipparini, 1999; Tzokas and Saren, 2004). 

Obviously, nowadays, companies can hardly be viewed as single, 
independent, and isolated beings any more, and business networks 
have become ubiquitous in our economy (ct., for example, Iansiti and 
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Levien, 2004a). Indeed, 'during the last decades of the twentieth 
century significant changes in our legal, managerial, and technological 
capabilities made it much easier for companies to collaborate and dis
tribute operations over many organizations' and this development 
'pushed many of our industries toward a fully networked structure, in 
which even the simplest product or service is now the result of collabo
ration among many different organizations' (lansiti and Levien, 2004a: 
5-6). Consequently, 'large, distributed business networks became the 
established way of doing business in the modern economy' (Iansiti and 
Levien, 2004a: 6, original emphasis). As a result, increasingly, 'in the 
new economy, competition is not between companies but rather 
between collaborative networks, with the prize going to the company 
that has built the better networks' (Kotler, Jain, and Maesincee, 2002: 
24). Indeed, 'the unit of strategic analysis has moved from the single 
company, to a family of businesses, and finally to what people call the 
"extended enterprise," which consists of a central firm supported by a 
constellation of suppliers' (Prahalad and Ramaswamy, 2000: 81). 'The 
company's position in its network of relationships to customers 
and lots of other stakeholders - own employees, own suppliers, inter
mediaries, competitors, allied partners, governments, investors, the 
media, and others - influences the actual marketing of its products and 
services' (Gummesson, 2003a: 483). Finally, to 'create new markets, 
companies may need to draw on resources from collaborators', and 
rather than 'doing too much on their own, companies will build 
collaborative networks' (Kotler, Jain, and Maesincee, 2002: 50). 

These - more or less - 'loose networks - of suppliers, distributors, 
outsourcing firms, makers of related products or services, technology 
proViders, and a host of other organizations - affect, and are affected 
by, the creation and delivery of a company's own offerings' (Iansiti and 
Levien, 2004b: 69). As Chaston (2004: 21) puts it: 'in the twenty-first 
century, it can confidently be predicted that knowledge networks of 
various forms will become an increasingly dominant operational struc
ture through which to ensure the effective management of entrepre
neurial activities in both private and public sector organisations'. 
Indeed, companies and markets 'are networks of relationships within 
which we interact, completely in accordance with the definition of 
[relationship marketing]' (Gummesson, 2002: 8). Given this situation, 
a company's success depends on the success of its partners (Iansiti and 
Levien, 2004a). In fact, an 'active partnership between companies and 
their customers, collaborators, and communities will help companies 
maximize company-delivered value and reduce company-delivered 
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costs, as well as help companies respond faste r to emerging oppor
tunities' (Kotler, Jain, and Maesincee, 2002: 52). Moreover, 'neither 
value nor innovation can any longer be successfully and sustainably 
generated through a company-centric, product-and-service-focused 
prism' (Prahalad and Ramaswamy, 2003: 12). 

It is therefore not surprising that Nonaka and Toyama (2003 : 8) 
argue that ba is 'not limited to the frame of a single organization 
but can be created across the organizational boundary', for example, 
as a joint venture with a supplier, an alliance with a competitor, or 
an interactive relationship with customers, universities, local com
munities, or the government (d. also Kokuryo, Nonaka, and Kataoka, 
2(03). A firm has therefore been identified as the organic configuration 
of ba (Nonaka, Toyama, and Nagata, 2000: 8-9; Nonaka and Toyama, 
2002: 1001, 1006) or an 'organic configuration of multilayered ba' 
(Nonaka and Toyama, 200S: 429) (d. Figure 4.9). 

Relevant marketing information can arise from a variety of external 
sources (Barabba and Zaltman, 1991; Kohli and Jaworski, 1990; Moor
man, 1995) and a business must be careful not to underestimate the 
potential contributions of other learning sources, such as suppliers, 
businesses in different industries, consultants, universities, government 
agencies, and others that possess knowledge valuable to the business 

University 
Customer 

Figure 4.9 Organization as organic configuration of ba (from Nonaka and 
Toyama, 2003: 8) 
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(Achrol, 1991i Desouza, Awazu, and Jasimuddin, 2005i Dickson, 1992i 
Kanter, 1989i Slater and Narver, 1995i Webster, 1992). Desouza, 
Awazu, and Jasimuddin (2005: 16) put it like this: 'Most organizations 
need to concern themselves with external sources of knowledge from 
suppliers, business partners, customers, government and regulatory 
bodies, academia and competitors.' Business partners, for example, like 
suppliers, 'have deep knowledge in their areas of focus, as this repre
sents their bread and butter'i academia also 'represents a viable 
external source of knowledge for business organizations' and organ
izations 'must also get knowledge from competitors' (Desouza, Awazu, 
and Jasimuddin, 2005: 17, 18). Resources are increasingly being built 
through networks of co-operating companies and collaboration 
becomes a key marketing strategy (Gummesson, 2002). Besides, ex
ternal knowledge sources 'can come from highly explicit to highly tacit 
sources but either way, gathering knowledge from new ideas or emerg
ing innovations normally calls for discussions, which should be face 
to face' (Desouza, Awazu, and Jasimuddin, 2005: 19). Thus, learning, 
teaching, and transferring knowledge across boundaries will become 
essential skills (Prahalad and Ramaswamy, 2000: 81). 

According to Gummesson (2004a: 9), organizations are dependent 
on alliances, outsourcing, knowledge-sharing, and so on, to be com
petitive, which requires a network approach to organization. These 
networks have also been termed (business) 'ecosystems' (d., for 
example, Iansiti and Levien, 2004a, 2004bi Nonaka and Toyama, 
2005). As a result, the 'economic value of a knowledge-creating firm is 
created through the interactions among knowledge workers, or be
tween knowledge workers and the environment such as customers, 
suppliers, or research institutes' (Nonaka and Toyama, 2005: 430) and 
the 'firm's knowledge base includes its technological competences as 
well as its knowledge of customer needs and supplier capabilities' 
(Teece, 1998: 75, 2000b: 38). These networks can frequently be similar 
to the small world networks described by Watts (2003). Doz, Santos, 
and Williamson (2003: 163) speak of a 'sensing network' 'that could 
identify innovative technologies or emerging customer needs', in short 
'a network that pre-empted global sources of new knowledge' (d. also 
Doz, Santos, and Williamson, 2001). But it is important to note that 
'sensing' 'is much more than market research or information gather
ing' as 'it involves accessing complex knowledge that is often tacit and 
deeply embedded in a local context' (Doz, Santos, and Williamson, 
2003: 163). BeSides, it is 'clearly not enough for a company to amass a 
rich hoard of knowledge from around the world' and only to access 
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dispersed knowledge, but the metanational has to (also mobilize it to 
create innovative products, services, processes, and business models' 
(Doz, Santos, and Williamson, 2003: 164). This requires building a set 
of structures to translate new knowledge into innovative products or 
specific market opportunities, and these structures within the network 
are termed 'magnets' (Doz, Santos, and Williamson, 2001, 2003). These 
magnets may take various organizational forms and' attract dispersed, 
potentially relevant knowledge and use it to create innovative pro
ducts, services, or processes, and they then facilitate the transfer of 
these innovations into the network of day-to-day operations' (Doz, 
Santos, and Williamson, 2003: 165). As a result, 'competence now is a 
function of the collective knowledge available to the whole system -
an enhanced network of traditional suppliers, manufacturers, partners, 
investors, and customers' (Prahalad and Ramaswamy, 2000: 81, original 
emphasis; d. also Prahalad and Ramaswamy, 2003, 2004a). Indeed, 
external knowledge is 'more and more important than ever for organ
izations to be sufficiently competitive in the current and future market' 
(Desouza, Awazu, and Jasimuddin, 2005: 19). Obviously, the concept 
of CoPs (d. 3.5) - specifically those with members across different 
organizations - will also play an important role here. 

According to Nonaka and Toyama (2005: 430, original emphasis), 
the 'ecosystem of knowledge consists of multi-layered ba, which exists 
across organizational boundaries and is continuously evolving', with 
firms creating knowledge 'by synthesizing their own knowledge and 
the knowledge embedded in various outside players, such as customers, 
suppliers, competitors or universities'. Therefore, 'establishing a care
fully planned network of alliances with lead customers, suppliers, uni
versities, research institutes and even competitors in various parts of 
the world can be an invaluable aid in prospecting for new market 
knowledge or technical know-how' (Santos, Doz, and Williamson, 
2004: 35).29 Through interactions with the ecosystem, a firm creates 
knowledge, and the knowledge created changes the ecosystem (Nonaka 
and Toyama, 2005: 430). Indeed, , [v]aluable knowledge can often come 
from the periphery of an organization, where very different environ
ments tend to encourage diverse skills and capabilities' (Santos, Doz, 
and Williamson, 2004: 35; d. also Prahalad and Hamel, 1990; Stalk, 
Evans, and Shulman, 1992; as well as the concept of peripheral vision: 
Day and Schoemaker, 2006; Long Range Planning, 2004). Therefore, 'in 
the future the competitive advantage of the multinational enterprise 
will come, not so much from its efficiency in transferring resources, 
information and knowledge, but from its unique potential for radical 
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innovation by melding and leveraging distinctive knowledge drawn 
from diverse geographical contexts around the world' (Doz, Santos, 
and Williamson, 2003: 155). Therefore, truly global knowledge-based 
companies have to become 'metanational' (Doz, Santos, and William
son, 2001, 2003; Santos, Doz, and Williamson, 2004). As a result, the 
'new frontier for managers is to create the future by harnessing com
petence in an enhanced network that includes customers' (Prahalad 
and Ramaswamy, 2000: 87; d. also Prahalad and Ramaswamy, 2003, 
2004a). 

In a similar vein, Chaston (2004: 17) proposes a 'hub structure' or 
'hub knowledge network' as an approach to building knowledge net
works. The role of the central organization is to bring together know
ledge exchange between market system members such as suppliers, 
intermediaries, and customers. Indeed, 'relationships help create unique, 
difficult to imitate knowledge for firms' (Tzokas and Saren, 2004: 125). 

Finally, learning from others encompasses common practices, such 
as benchmarking, forming joint ventures, networking, making strategic 
alliances, and working with lead customers, who both recognize strong 
needs before the rest of the market and are motivated to find solutions 
to those needs (for example, Kanter, 1989; Slater and Narver, 1995; 
Webster, 1992). Because learning organizations have close and ex
tensive relationships with customers, suppliers, and other key consti
tuencies, there is a co-operative attitude that facilitates mutual 
adjustment among them when the unexpected occurs (Slater and 
Narver, 1995; Webster, 1992). 

4.2.3 Marketing knowledge co-creation 

'Collaboration has become an established way of doing business with 
suppliers, channel partners and complementors', but, with a few 
exceptions, 'working directly with customers to co-create value remains 
a radical notion' (Sawhney, 2002: 96, original emphasis). But a 'critical 
aspect of creating a successful market is the ability to integrate the cus
tomer into every key process' and collaborators 'may playa major role 
in initiating knowledge creation in the marketspace' (Kotler, Jain, and 
Maesincee, 2002: 36, 38). According to Achrol and Kotler (1999), the 
creation of marketing know-how is the most important function of 
marketing in the global knowledge-based economy. Indeed, 'in market
ing, a wide array of knowledge needs to be created' and 'knowledge on 
customers and their preferences must be located or solutions for a par
ticular kind of customer problem need to be identified' (Schlegelmilch 
and Penz, 2002: 12). In the four sections of Chapter 4.1.3, I have 
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looked at knowledge creation and application processes in different 
points of the value chain. But most of the time the knowledge creation 
or application is only conducted in a unilateral, one-sided way. Firms 
generate, collect, and analyse knowledge about customers, customers' 
needs, competitors, suppliers, and so on. Customer knowledge from 
customers can be seen as a small exception to this, but here as well, the 
knowledge might be communicated unilaterally from the customers to 
the firm. But the real challenge and source of essential knowledge for 
competitive advantage might be to go beyond knowledge creation 
and application as a unilateral concept. In fact, interactions and know
ledge co-creation might become more and more crucial. To quote 
Gummesson (2002: 26): 'In new marketing and management theory, 
the relationship is increasingly seen as interaction and joint value 
creation. The content of a relationship is often knowledge and 
information.' 

Therefore, knowledge and value co-creation with customers - but 
also with suppliers and other business partners - has also received 
significant attention recently (cf., for example, Doz, Santos, and 
Williamson, 2001, 2003; Gummesson, 2002; Lawer, 200S; Prahalad 
and Ramaswamy, 2000, 2003, 2004a; Sawhney, 2002; Sawhney and 
Prandelli, 2000a; Thomke and von Hippel, 2002; Wikstrom, 1996a, 
1996b; Zack, 2003). Indeed, according to Prahalad and Ramaswamy 
(2000: 80), the market has become 'a forum in which consumers play 
an active role in creating and competing for value', with the distin
guishing feature of this new marketplace being 'that consumers 
become a new source of competence for the corporation' (cf. also 
Prahalad and Ramaswamy, 2003, 2004a). In fact, lco-creation con
verts the market into a forum where dialogue among the consumer, the 
firm, consumer communities, and networks of firms can take place' 
(Prahalad and Ramaswamy, 2004a: 122, original emphasis). As a result, 
we must Iview the market as a space of potential co-creation experiences in 
which individual constraints and choices define their willingness 
to pay for experiences', that is, 'the market resembles a forum for co
creation experiences' (ibid., original emphasis). According to Zack 
(2003: 71), anyone who can help the business - customers, trading 
partners, suppliers, consumers, interest groups - should be involved to 
create the knowledge the company needs. Indeed, as discussed above, 
the 'array of relationships in the set has been expanded from the dyad 
of seller and customer to include partners up and down the value 
chain (e.g., suppliers, the customers of customers, channel inter
mediaries)' (Day and Montgomery, 1999: 4). Figure 4.10 illustrates 



Knowledge-based Management and Organizational Learning 117 

& a --- ~ 
M,...." -- c-E3>--{="'~·1 .o. "'" -

W 
8 
EJ 

Figllre 4. 10 Knowledge-based marketing processes (author's own illustration) 

these relationships and the knowledge-based marketing processes 
along the value chain. Note that the marketing knowledge box is 
mean t t o represent the marketing knowledge - or marketing know
ledge base - of one particular firm in general. Partners, as always in this 
book, include both alliance partners and channel partners. Finally, also 
the strategy-making process 'should incorporate diverse inputs, includ
ing insights about and from customers, competitive information, views 
of outside experts, and fresh thinking about new technologies that 
might disrupt the business' (Day and Schoemaker, 2006: 145). 

As proposed in Chapter 4.1.3, SCM, market research, CRM, and 
product development are interdependent and interwoven processes. 
They mutually benefit from each other's knowledge and should be 
managed in an integrated and comprehensive way. Figure 4.11 there
fore summarizes them as marketing processes in general. A further gen
eralization and simplification is achieved by grouping competitors, 
suppliers, and partners together. Basically, these three, together with 
the custo mers, are all stakeholders of the company. But for obvious 
reasons, the special position and meaning of customers for the 
company is highlighted. Figure 4.12 illustrates this in consistence with 
Figure 4.6 

Gibbert, Leibold, and Probst (2002: 463) contend that since 
CKM is about innovation and growth, customer knowledge managers 
'seek opportunities fo r partnerlng with their customers as equal co
creators of organizational value'. According to Prahalad and Ramaswamy 
(2003), the value of products or services is in the co-creation experience 
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Figure 4.11 Knowledge-based marketing processes (i ntegrated model I) 
(author's own illustration) 
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Figure 4. 12 Knowledge-based marketing processes (integrated model II) 
(author's own illustration) 

that stems from the customer's interaction with the product and/or the 
firm (d. also Prahalad and Ramaswamy, 2oo4a). Gummesson (2002: 8) 
further notes that '[e]specially in services and often in B-to-B, cus
tomers are co-producers'. Lovelock and Gummesson (2004: 29) use the 
term 'coproducer' in the narrow sense of 'a transfer of work from the 
provider to the customer' and contend that 'liln its purest form, copro
duction means that customers engage in self-service, using systems, 
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facilities, or equipment supplied by the service provider'. But research 
in this area is still rather scarce, and as Lawer (2005: 11) has noted, 'the 
organizational learning or marketing literature does not yet adequately 
define or empirically identify the nature or scope of the capability 
changes required for co-creation of knowledge with customers'. Indeed, 
'the challenge is to view customers as co-producers of knowledge' 
(Desouza and Awazu, 2005b: 143) and in order 'to be successful at co
producing knowledge, the organization must seek customers who have 
open knowledge-sharing cultures, are willing to engage in learning and 
knowledge-creating activities, and are willing to take a certain degree 
of risk' (Desouza and Awazu, 2004: 15). Finally, companies must 
'redesign their businesses from a customer-driven starting point, so 
that they gather deep knowledge about customers and then have the 
capacity to offer customized products, services, programs, and mes
sages' (Kotler, Jain, and Maesincee, 2002: 164). 

Communities of creation as a CKM style (d. also 4.1.3.3) are 
reflected by the process of putting together customer groups of expert 
knowledge that interact not only with the company, but importantly, 
also with each other (Gibbert, Leibold, and Probst, 2002; Sawhney and 
Prandelli, 2000b; Wikstrom, 1996b). Sawhney and Prandelli (2000b) 
describe the practice of distributed innovation within such communi
ties of creation and suggest that the knowledge required to compete in 
technology markets is becoming more diverse whilst, at the same time, 
firms are increasingly narrowing their knowledge base in an effort to 
specialize and focus. In such an environment, firms can no longer 
produce knowledge autonomously but rather must co-operate with 
their trading partners and customers to create knowledge. Such a dis
tributed approach to learning and innovation, they suggest, requires 
new innovation governance mechanisms, one of which is the commu
nities of creation model - a knowledge socialization mechanism that 
sits between complete open-source, market-based approaches for inno
vation and closed, autonomous firm-based approaches (Sawhney and 
Prandelli, 2000b; d. also Lawer, 2005). The community of creation 
model is grounded in the concept of ba: 'participating in a ba means 
transcending one's own limited perspective or boundary and con
tributing to a dynamic process of knowledge development and sharing. 
Similarly, participating in a community of creation involves socializing 
one's individual knowledge and contributing to the creation of a joint 
output that is superior to the sum of the individual outputs, because 
new knowledge is created through the emerging relationships' (Sawhney 
and Prandelli, 2000b: 25). Thus, similar to CoPs (d. 3.5), communities 
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of creation are groups of people, first who work together over a long 
period of time, second they have an interest in a common topic, and 
third, they want to jointly create and share knowledge. Unlike the tra
ditional CoP, however, communities of creation span organizational, 
rather than functional boundaries to create common knowledge and 
value (Gibbert, Leibold, and Probst, 2002). Indeed, '[i]n co-creation, 
direct interactions with consumers and consumer communities are 
critical' (Prahalad and Ramaswamy, 2004b: 11). 

Furthermore, customer interactions (Furukawa, 1999a, 1999b; Vanden
bosch and Dawar, 2002) and customer experiences (Berry, Carbone, 
and Haeckel, 2002; Carbone and Haeckel, 1994; Pine II and Gilmore, 
1999; Prahalad and Ramaswamy, 2000, 2003, 2004a) have become key 
terms in this context. In fact, '[h]igh-quality interactions that enable 
an individual customer to co-create unique experiences with the com
pany are the key to unlocking new sources of competitive advantage' 
(Prahalad and Ramaswamy, 2004b: 7). Prahalad and Ramaswamy 
(2003: 15) propose the concept of 'experience environment', which 
'can be thought of as a robust, networked combination of company 
capabilities ... and consumer interaction channels ... flexible enough 
to accommodate a wide range of individual context-and-time-specific 
needs and preferences'. The network creates an experience environ
ment with which each customer has a unique interaction. The con
sumer actively co-creates his or her personalized experience, which 
forms the basis of value to that consumer (Prahalad and Ramaswamy, 
2003: 15). Because we must continually co-create new knowledge to 
co-create value continually, so-called 'knowledge environments' for 
managers resemble experience environments for consumers (Prahalad 
and Ramaswamy, 2004a: 171). To be effective, 'a knowledge environ
ment must engage the total organization, including multiple levels, 
functions, and geographies', and the knowledge environment 'is also 
where the manager, as consumer, interacts with the experience network to 
co-create value' (Prahalad and Ramaswamy, 2004a: 179, 185, original 
emphasis). 

Customers' ideas - specifically those of so-called 'lead users' (for 
example, Franke, von Hippel, and Schreier, 2006; von Hippel, 1977, 
1986, 1988, 1994,2006) - and the ideas of those that interact directly 
with customers, or those that develop products for customers, have 
become important (ct., for example, Barabba and Zaltman, 1991; 
Leonard, 1998,2000,2006; Schrage, 2006; Zaltman, 2003). 'Lead users 
have foresight (knowledge) to help an organization better plan for 
product innovations' and organizations have 'begun to host user 
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conferences for the specific purpose of getting to know how their 
customers utilize their products and how they have customized or 
modified them to meet their needs' (Desouza and Awazu, 2004: 14). In 
the 1970s, von Hippel (1977) found that most product innovations 
came not from within the company that produced the product but 
from end-users of the product. Note that lead users can be part of or 
can also form networks and share their ideas and knowledge within 
them (Furukawa, 1999a, 1999b). More recently, Thomke and von Hippel 
(2002) suggested ways in which customers can become co-innovators 
and co-developers of custom products (d. also Gibbert, Leibold, and 
Probst, 2002; Thomke, 2003). Indeed, '[c]ontrary to the mythology of 
marketing, the supplier is not necessarily the active party' and in B-to-B, 
'customers initiate innovation and force suppliers to change their pro
ducts or services' (Gummesson, 2002: IS). As Prahalad and Ramaswamy 
(2004b: 10-11, original emphasis) put it: 'In the co-creation view, all 
points of interaction between the company and the consumer are 
opportunities for both value creation and extraction.' 

In the traditional conception of the process of value creation, cus
tomers were 'outside the firm' and value creation occurred inside 
the firm (through its activities) and outside markets (Prahalad and 
Ramaswamy, 2004b: 6; d. also Prahalad and Ramaswamy, 2000, 
2004a). Indeed, Porter's (1980) concept of the value chain 'epitomized 
the unilateral role of the firm in creating value' (Prahalad and 
Ramaswamy, 2004b: 6). However, in the knowledge economy, 'com
panies must escape the firm-centric view of the past and seek to 
co-create value with customers through an obsessive focus on person
alized interactions between the consumer and the company' (Prahalad 
and Ramaswamy, 2004b: 7; d. also Savage, 1996). Sheth, Sisodia, and 
Sharma (2000: 62) propose the concept of co-creation marketing: 

With an increase in customer-centric marketing, customers will 
have an increasing role in the fulfillment process, leading to 'co
creation marketing'. Cocreation marketing involves both the mar
keters and the customer who interact in aspects of the design, 
production, and consumption of the product or service. 

Sheth, Sisodia, and Sharma (2000) also suggest that the extent of 
co-creation marketing depends on how much customer knowledge a 
company is able to accumulate and use. Co-creation marketing enables 
and empowers customers to aid in product creation, pricing, distri
bution, and fulfilment and communication. It can enhance customer 
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loyalty and reduce the cost of doing business (d. also Lawer, 200S). 
Last but not least, Vargo and Lusch (2004) develop links between value 
co-creation and the service-centred model of marketing, which reflects 
a view of marketing that means more than simply being customer 
oriented; rather, it means collaborating with and learning from cus
tomers by being adaptive to their individual and dynamic needs. They 
contrast this with the more conventional value creation process where 
companies and consumers had distinct roles of production and con
sumption. In this scenario, products and services contained value 
and markets exchanged this value, from the producer to the consumer. 
Value creation occurred outside markets. By contrast, the service
centred marketing logic implies that value is defined by and co-created 
with the customer rather than embedded in physical products (Lawer, 
200S; Prahalad and Ramaswamy, 2000, 2003, 2004b; Vargo and Lusch, 
2004). 

From the above, it should have become clear that a knowledge-based 
approach to marketing asks for the co-creation of knowledge - and 
subsequently the co-creation of value - with a variety of key players 
and actors in the business ecosystem. Zack (2003: 69) puts it like this: 

Knowledge creation and sharing in today's economy are not bound 
by the traditional physical and legal limits of the corporation. 
Companies are increasingly realizing that knowledge is often 
produced and shared as a byproduct of daily interactions with 
customers, vendors, alliance partners and even competitors. The 
knowledge-based organization, then, is a collection of people and 
supporting resources that create and apply knowledge via continued 
interaction. 

As mentioned above, for Achrol and Kotler (1999), the creation of 
marketing know-how is the most important function of marketing 
in the global knowledge-based economy. Indeed, '[s]ince knowledge is 
socially constructed, focus on knowledge creation, rather than know
ledge transfer, becomes paramount for organizational learning' (Plaskoff, 
2003: 164). Besides, 'in marketing, a wide array of knowledge needs 
to be created' and 'knowledge on customers and their preferences must 
be located or solutions for a particular kind of customer problem 
need to be identified' (Schlegelmilch and Penz, 2002: 12). For the latter 
task, CRM and data mining tools for decision support have proven 
useful (Shaw, Subramaniam, Tan, and Welge, 2001; Wierenga and 
Ophuis, 1997), and as Shaw and fellow researchers (2001) have shown, 
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can be integrated into a marketing knowledge framework. But even 
though this gathering and systemizing of marketing knowledge can 
also be seen as a form of knowledge generation - and as such plays 
an important role for marketing functions and tasks - it should not 
be mistaken for the innovative process of organizational knowledge 
creation depicted and analysed by Nonaka and Takeuchi (1995). 

By organizational knowledge creation, Nonaka and Takeuchi (1995: 
3) mean 'the capability of a company as a whole to create new know
ledge, disseminate it throughout the organization, and embody it in 
products, services, and systems' by organizational knowledge creation 
and they develop a dynamic model of this process (SECI model). As
in the strict sense - knowledge is created only by individuals, organ
izational knowledge creation 'should be understood as a process that 
"organizationally" amplifies the knowledge created by individuals and 
crystallizes it as a part of the knowledge network of the organization' 
(Nonaka and Takeuchi, 1995: 59). Referring to Brown and Duguid's 
(1991) work on 'evolving communities of practice' (ct. also Chapter 
3.5), Nonaka and Takeuchi (1995: 59) point to the fact that this pro
cess of organizational knowledge creation 'takes place within an 
expanding "community of interaction", which crosses intra- and inter
organizational levels and boundaries'. 

Figure 4.13 illustrates the interconnected processes of organizational 
knowledge creation and marketing strategy, that is, the marketing 
knowledge co-creation process. Through the SECI process (ct. 3.4), new 
knowledge is constantly created and refined over time, lifting the 
knowledge from the tacit and explicit organizational knowledge base 
to a higher dimension, namely in the form of holistic knowledge. In a 
sense, this holistic knowledge bridges explicit and tacit knowledge and 
can therefore be seen as a kind of synthesis of both. Indeed, bridging 
the gap between explicit and tacit knowledge means bridging the gap 
'between the formula and its enactment'. Taylor (1993: 57) contends 
that the 'person of real practical wisdom is marked out less by the 
ability to formulate rules than by knowing how to act in each par
ticular situation'. This is consistent with the definitions of knowledge 
presented in Chapters 3.1 and 4.2.1. As will be recalled, Dixon (2000: 
13) defines knowledge 'as the meaningful links people make in their 
minds between information and its application in action in a specific 
setting' and states that it 'is always linked to action', as it is 'derived 
from action and it carries the potential for others to use it to take 
action'. In a similar vein, tacit knowledge refers to a kind of knowledge 
which is highly personal, hard to formalize, and thus difficult to 
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Figure 4.13 The marketing knowledge co-creation process (author's own 
illustration) 

comm unicate to others, as it is deeply rooted in action (Nonaka, 1996: 
21). Indeed , in management, 'knowledge about situations is of prime 
importance ... not just knowledge about facts or people or technology, 
et cetera, but situational knowledge that combines all these fac tors' 
(Ghosn and Rh!s, 200S: 175 ). 

Note that the marketing knowledge co-creation process in Figure 4.13 
is exactly the knowledge co-creation process (and actua lly also explo
ration and exploitation process) that can be found in the models 
of marketing knowledge (Figure 4.5), knowledge-based marketing 
(Figure 4.6), and the knowledge-based marketing processes (Figure 4.10). 
In a sense, the knowledge-based marketing model (Figure 4.6) is a 
macro model of knowledge-based marketing as proposed in this book. 
The knowledge-based marketing processes model (Figure 4.10) is a 
model on the meta level, while the model of marketing knowledge 
(Figure 4.5) and the model of the marketing knowledge co-creation 
process (Figure 4.13) are micro models that explain concepts (market
ing knowledge) and processes (knowledge co-creation) incorporated in 
the macro and meta models in greater detail. 

Finally, as shown in Chapter 3.4 , organizational knowledge creation 
needs a shared context/ba or it is at least enhanced by it. Figure 4.14 takes 
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this fact into consideration and incorporates ba into the model. For the 
case of the interaction and subsequent knowledge exchange and 
creation between firms and customers, Furukawa (1999a, 1999b) pro
poses the concept of 'meeting ba' (deai flO ba). This meeting ba needs to 
be designed to communicate actively with customers and consumers 
within the social network. 



5 
Case Studies 

This chapter, after a brief overview, presents the case studies which will 
be discussed and analysed in Chapter 6.1. This chapter seeks to clarify 
and discuss some of the problems, possibilities, and risks the informant 
companies face, and analyses six explanatory case studies of know
ledge-based approaches to marketing. Research methodology and the 
empirical research project are described in the Appendix. 

This chapter illustrates how things could and can be done differ
ently in two senses. First, it shows how six companies have opted 
to pursue knowledge-based approaches to marketing and thus act dif
ferently from many of their competitors. And second, the approaches 
of the six companies - despite some similarities - also differ from 
each other and thus offer insights on different knowledge-based 
strategies. 

5.1 Overview 

In the course of conducting research for this book, of 35 companies, 
nine were selected for in-depth case studies, and of these nine, six were 
selected to serve as explanatory cases studies of knowledge-based mar
keting (for details see Appendix A.2.2 on sampling). Figure 5.1 gives a 
brief overview of the six case studies. 

The case studies are presented in the form of abbreviated vignettes 
(Stake, 1995; Yin, 2003a), illustrating the essence of each informant 
company's knowledge-based approach. In fact, as they were conducted 
as explanatory case studies (Yin, 2003a, 2003b), they are meant to 
highlight how the six informant companies have adopted and imple
mented especially distinguished knowledge-based approaches to mar
keting. The vignettes are all built to the following structure: 

126 
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Informant company Case Location(s) 

1 
Hewlett-Packard Consulting & Learning Community 

Japan, Austria 
Integration (CoP) 

Escalator Product 

2 Schindler Elevator Launch in Asia Japan, Hong Kong, 
Schindler 9300 AE Austria 

Escalator 

3 Siemens Siemens One 
Japan, Germany, 

Austria, China 

Toyota Peugeot Inter-organizational Czech Republic, 
4 Citroen Automobile knowledge creation Japan 

(TPCA) and learning in an IJV 

New product 

5 Mazda 
development 

Japan 
Mazda Roadster 

Miata 

6 Maekawa Manufacturing 
Knowledge and value 

co-creation with Japan 
customers 

Figure 5.1 Overview of the case studies. 

• company information/ background; 
• knowledge management initiatives/activities in general - brief 

overview (if applicable); 
• knowledge-based marketing case: 

• case background; 
• case study proper: knowledge creation, sharing, transfer etc., and 

so on; 
• conclusion. 

Storytelling has become a popular method for sharing and transferring 
knowledge in organizations (d., for example, Colton and Ward, 2004; 
Schreyogg and Geiger, 2006; Swap, Leonard, Shields, and Abrams, 2001, 
to name but a few). Case studies usually also have a story to tell. But 
this should not be a lengthy narrative with many - often too many 
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and confusing - details. Using abbreviated vignettes aims at presenting 
only the essence of the case with a clear focus on the research question. 
Nevertheless, narrative inquiries 'develop descriptions and interpretations 
of the phenomenon from the perspective of participants, stakeholders, 
researchers, and others' (Flyvbjerg, 2006b: 380). Gummesson (2001, 2005) 
encourages 'narrative research' in marketing. For him, narratives 'are 
accounts - stories - about experiences, and they can take many forms' 
and by 'presenting research as a story, we avoid the fragmentation that is 
inevitable when we break down networks of events into abstract concepts 
and categories' (Gummesson, 2005: 324). Probst (2002: 318) sees case
writing as a knowledge management and organizational learning tool, 
arguing that narrative case studies 'put tacit knowledge to work'. 

Finally, there are two important points to keep in mind. First, in the 
fast moving and quickly changing business environment of the know
ledge economy, the case vignettes presented below cannot be but mere 
snapshots of business activities and situations from the past. I have 
tried my best to use the most up-to-date information, but even while 
writing this chapter, the world outside kept changing and moving on. 
But the most important issue is not to give the most accurate and 
current description of what is going on - for this we can refer to the 
Internet, newspapers, TV, and other media, even though they, despite 
their frequent updates, face a challenge in keeping track - but to give 
an account of explanatory cases which, by the 'force of example' 
(Flyvbjerg, 2006a), help to illustrate, at least partially, the ideas and 
concepts put forward in Chapter 4.2. Second, rather than seeing the 
case studies below as best practices, I view them simply as explanatory 
practices, maybe also offering a first glimpse of 'next practices' 
(Prahalad and Ramaswamy, 2004a) that show how some leading global 
companies are on their way to successfully implementing and leverage
ing knowledge-based marketing for competitive advantage. 

5.2 Hewlett-Packard Consulting & Integration 

This case study30 illustrates how Hewlett-Packard (HP) Consulting & 
Integration (CI) and specifically HP CI Japan leverage a particular form 
of CoP (see also 3.5) to create and share both tacit and explicit cus
tomer and other marketing knowledge. 

5.2.1 Company information/background 

HP consists of four global business groups with 150000 employees in 
more than 170 countries, and total revenue of approximately US$ 87 bil-
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lion in financial year (FY) 2005. HP's corporate activities in Japan go 
back to 1963 and HP Japan is HP's legal corporate entity in Japan with 
5600 employees and a turnover of almost 412 billion yen (approx. 
US$3.5 billion) as of November 2005. HP Consulting & Integration (CI) 
is part of HP Services (Technology Solutions Group), which has 65 000 IT 
professionals in 160 countries around the world encompassing four geo
graphical regions (Americas, Asia Pacific, EMEA, Japan). Its main busi
ness is the system integration (SI) of corporate computer systems, which 
includes the development of system software for customers, IT con
sulting, sales, and distribution of software developed by HP and other 
developers. 

HP has frequently been featured as a role model in numerous books 
and articles on knowledge management and has also been a recipient 
of the MAKE (Most Admired Knowledge Enterprise) award several times 
(d., for example, English and Baker, 2006). 

5.2.2 Knowledge management initiatives/activities in general 

At HP CI, knowledge management is a systematic approach to help 
information and knowledge flow to the right people at the right time 
so that they can act more efficiently and effectively in their daily 
job. The knowledge management programme relies on three main 
components: people who are the producers and consumers of know
ledge, processes that guide the management of the knowledge, 
and technology/tools to facilitate access to knowledge assets (see 
Figure 5.2). 

HP CI's knowledge management activities can be divided into three 
different levels. On level 1, the @hp employee portal can be accessed by 
all HP employees worldwide and across all business groups. It is inte
grated into HP's intranet and used for general communication and 
information sharing. Level 2 consists of different global repositories 
and communities. It will be discussed below. On level 3, different col
laboration tools and team workspaces for virtual collaboration of teams 
and team members from different locations can be found. 

HP CI's knowledge management activities are managed and con
trolled by its knowledge management departments and their know
ledge managers and knowledge advisers. While the knowledge managers' 
task is to implement the worldwide strategy and tools through com
munication and marketing, training and consulting, building inter
faces (HR, IT, Marketing, Project Management Office) and reward and 
recognition programmes, knowledge advisers give assistance on know
ledge management processes and tools, direct people to the right 
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People 

... Knowledge managers 
,.. Communities 01 practice 

Process 

... Knowledge capture and reuse 

... Collabofation 

,.. Training and communications ... Engagemoot and bid management 
... Best practice selection :>- Measurement and reward systems 

:>- Knowledge sharing culture ... Content management and govemance 
... Metrics and repllfling :>- Knowte6ge advisers 

:>- Employee satisfaction surveys ... Management of change 

Technology 

... User Interlace 
,.. Team collaboration spaces 
:>- Community portals 
»- Knowledge repositories 
»- Threaded discussions 
»- Expertise locators 
... Search >-»-Archilling 

Figure 5.2 Knowledge management components at HP CI (from Kohlbacher 
and Mukai, 2007) 

knowledge sources, based on th eir specific needs, and solicit feedback 
and utilize it for system improvements. 

Moreover, community-based approaches to knowledge sharing and 
organizational learning are a key feature of HP CI's knowledge manage
ment activities. Offering not only hardware and software products but 
also a variety of IT and consulting services, HP CI's consultan ts and 
system engineers often work on different teams and different locations 
and thus need a location-independent and fl exible solution for sharing 
their knowledge. [n fact , as 75 per cent of the users are mobile, and many 
teams are geographically distributed, the web browser i s the lowest 
common denominator for access for them. Generally at HP and con
sistent with CoP theory (d. also 3.5), a CoP is a natural grouping of 
people who share and focus on a specific knowledge domain or topic, 
with the objective of creating, expanding, and exch anging knowledge, 
and developing individual and organizational capabili ties. CoPs have no 
regional or organizational boundaries, live from their members' active 
participation and contributions, and offer a collaborative environment, 
discussion forums on topiCS of interest, as well as commu nity building 
events (for example, HP Virtual Classroom). CoPs at H P arc frequently 
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referred to as learning communities, especially those that meet at regular 
teleconferences (d. also Wenger, McDermott, and Snyder, 2002: 24) and 
recently this term has more and more been replaced by 'profession 
community'. 

5.2.3 Knowledge-based marketing case: learning communities 
5.2.3.1 Knowledge management at HP C/japan 

Japan is one of the four regions, along with the Americas, Asia Pacific, 
and EMEA, according to which HP CI is geographically divided. Japan 
occupies a special position within HP. In fact, Japan's particular ways 
of doing business and the specificities of the market and customers 
prompt a special approach in Japan. This is also true for the way people 
work and interact in organizations and the way they create, share, and 
disseminate knowledge. Indeed, research has shown that community 
building is also culture-dependent (Plaskoff, 2003). 

As a resu lt, HP CI Japan has applied HP's standard knowledge man
agement activities only to some extent, and has adapted certain 
aspects, tools, and activities to their particular needs, ways of working, 
and sharing knowledge in Japan . Based on Nonaka's (1994) SECI model 
(d. also 3.4 and 4.2.3), HP CI engages in knowledge management 
activities for capturing and leveraging its rich tacit knowledge base and 
encourages and supports the externalization and consequent re-use of 
this knowledge (the three main people-based activities). Additionally, 

Iinternalization I 

Figure 5.3 HP CI Japan's SECI model (from Kohlbacher and Mukai, 2(07) 
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there are IT and tool-based knowledge management activities which 
not only foster the sharing of highly tacit knowledge but also help to 
make it explicit and thus easier for sharing and re-use. Figure 5.3 shows 
HP CI Japan's version of the SECI model. 

The Best Practice Forum is an annual meeting for presenting, exchang
ing, and discussing success stories and best practices that have been 
achieved. It is held in the form of a competition and presentations, 
with material made available for all employees on the intranet. The 
Service Delivery Kit (SDK) is a collection of successful methods from 
experienced consultants with the aim of helping less experienced col
leagues to learn and replicate approved practices to deliver superior 
service to HP's customers. 

5.2.3.2 Learning communities 

HP CI Japan's Learning Communities (LC) officially emerged in November 
2001 from special interest groups (SIG) that had independently formed 
and worked in different departments. The SG business done by HP CI 
depends and thrives on the knowledge of individual employees. As all 
forms of consulting are people-based and people-centred, hence 
sharing tacit knowledge, externalizing and disseminating it, then 
the resulting explicit knowledge is essential for building and sustain
ing competitive advantage in the industry. In 2005, HP announced 
its education and career agenda, 'Profession Program', and as a result, 
LCs became part of the profession community, which requires man
datory participation for all employees. However, even within this 
new framework, the essence of the LCs has basically remained the 
same. 

The main purpose of the LCs is twofold. First, the tacit knowledge of 
the individual consultants and system engineers is (partly) to be made 
explicit and shared, which is mostly done through discussions and pro
fessional interaction. Second, the LC is to provide a context and oppor
tunity for executing HP's mentoring system, which is an important 
part of its internal employee education programme. All junior consul
tants and engineers have a senior counterpart assigned as their mentor 
who helps and supports them by giving advice and guidance. All in all, 
an LC's goal is to share knowledge and information about highly rele
vant and important issues, and to discuss and exchange opinions 
about them. Obviously, the consultants stay in close contact with 
HP CI's customers. To provide superior service and solutions, value 
needs to be co-created with them. Through this interaction with the 
customers, the consultants build up an immeasurably valuable tacit 
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knowledge base about customer needs and the way to provide service 
and solutions that lead to higher customer value and satisfaction. 

LCs are gatherings of all employees that have expert knowledge or 
who are simply interested in participating, learning, and discussing 
these topics. Therefore, topics and issues for discussion are various and 
may also change quickly. Besides, all employees are welcome to par
ticipate, regardless of their affiliation or position. LCs might centre 
around certain business areas, technological issues, or solution aspects. 
In fact, CoPs are not primarily about a product, function, or tasks, but 
rather centre on a specific knowledge domain (Soekijad, Huis in't Veld, 
and Enserink, 2004; d. also Wenger, McDermott, and Snyder, 2002). 
Having experts and people with the same interests and the same need 
for solutions gathered to discuss matters in groups and face-to-face has 
proven very beneficial for leveraging and exchanging tacit knowledge 
and finally making it explicit, thus adding to the organization's 
common knowledge base and reducing its dependency on the indi
vidual. Especially in heated discussions, people will end up making 
their points very clearly and expressing their opinions, thoughts, 
worries and even complaints, quite straightforwardly. 

LC meetings usually start with a presentation on interesting or 
urgent topics and issues and will be followed by discussions. The pre
sentations as well as other materials are made available on the intranet 
not only to the LC members but to all CI employees. The same is true 
of summaries of the discussions and meeting minutes of the LC. 
Examples of LCs at HP CI Japan are communities focused on certain 
types of products, such as Linux, databases or security software, certain 
methods such as IT Service Management and Project Management, and 
also certain fields of business, such as financial services and networks. 

HP CI Japan's LCs are guided and co-ordinated by the knowledge 
management department whose staff also serve as facilitators and 
advisers for the communities, as well as all other knowledge manage
ment relevant topics and questions. The knowledge management 
department is also responsible for the handling and organization of 
registration to the community, usually on an annual basis, and train
ing and administrative work resulting from the execution and mainte
nance of the LC. LCs mostly meet once every two weeks or once a 
month and participation varies between five and forty people. Besides 
the face-to-face meetings, LCs also employ mailing lists and LC forums 
on the intranet for quick and easy access and exchange of information 
and explicit knowledge. The regular meetings and discussions of the 
LCs help employees to share current information, news on important 
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issues, and their expert know-how on certain topics, as well as their 
experiences, success and failure stories, and best practices. Thus, LCs 
also provide a space and a context for the education of their members 
and for the solution of concrete problems, as well as their pro-active 
prevention. 

Finally, the biggest difference between HP CI Japan's LCs and the 
worldwide communities lies in the number of participants and the 
focus on the type of knowledge. While the communities are meetings 
of a large number of employees and often take the form of seminars or 
training courses and as such focus rather on explicit knowledge and 
the combination of sharing and transferring it, LCs in Japan usually 
only have a small number of people and focus on the sharing and co
creation of tacit knowledge. In fact, even though the LCs are of course 
trying to externalize as much tacit knowledge as possible, they acknow
ledge that not all tacit knowledge can be made explicit and in that case 
concentrate on the exchange and sharing of this tacit knowledge 
without formalization and externalization. 

5.2.4 Conclusion 

This case study illustrates how HP CI, and specifically HP CI Japan, 
leverage a particular form of CoP to create and share both tacit and 
explicit customer and other marketing knowledge. As the case study -
as well as the extant literature - reveals, HP in general has a very strong 
and sophisticated knowledge management in place, which skilfully 
combines the three main components of people, processes, and tech
nology. The case study focuses on one peculiar knowledge manage
ment activity, which plays a crucial role in creating and sharing tacit 
knowledge and is therefore different from many of the other know
ledge management activities. Indeed, all in all, an LC's goal is to share 
knowledge and information about highly relevant and important 
issues, and to discuss and exchange opinions about them. Needless to 
say, the most valuable knowledge and insights are often very tacit and 
context-dependent. Besides, as shown in Chapter 4.1.3.3, customer 
knowledge is a specifically valuable knowledge for firms and frequently 
tends to be rather tacit. Through interaction with them, the field engi
neers not only gain knowledge about customers but also from cus
tomers and about how to support them. And by delivering its services 
at the customer's premises, knowledge and value can also be co-created 
between HP and its customers. However, this newly created knowledge 
should also be fed back to the organization, that is, to HP, where it can 
serve as the basis for further co-creation within the firm. This is where 
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the LCs prove to be a helpful and powerful tool. To sum up, this case 
study shows that face-to-face communication and interaction are 
necessary to share and leverage tacit marketing knowledge and points 
to the importance of a shared context such as a CoP to support this. 

5.3 Schindler Elevator 

This case study illustrates how Schindler Elevator took a knowledge
based approach to marketing in launching a new escalator product in 
Asian markets and effectively co-created and transferred both explicit 
and tacit knowledge between the escalator headquarters (competence 
centre) in Vienna and the Asia-Pacific headquarters in Hong Kong.31 

5.3.1 Company information/background 

The Swiss concern Schindler Lifts and Escalators Ltd. is the world's 
largest manufacturer of escalators and moving walks and the world's 
number two for elevators. The Schindler Group comprises two core 
businesses: Elevators & Escalators, which contributed 78 per cent of 
sales in 2005, and ALSO, an IT distributor in Europe. From humble 
beginnings in the 1870s, Schindler is today a global company employ
ing nearly 40 000 people with an operating revenue of more than 
CHF 8.8 billion (elevators and escalators 6.9 billion) in 2005. 

Schindler's headquarters are located in Switzerland but the Com
petence Centre Escalators - which encompasses R&D, production, pro
duct management, intra-group sales, sales support activities, and so 
on - is based in Vienna, Austria. The factory in Vienna is now the 
second largest - in terms of assembled units per year - of four factories 
in total, with Shanghai being the largest. Asia-Pacific headquarters -
until 2005 - were located in Hong Kong, where Schindler entered in 
the 1920s, using Jardine Engineering as its representative. This rela
tionship eventually evolved into the Jardine Schindler JV. Schindler's 
business involvements with Japan go back to 1935, when a local 
company with the name Towa Elevator was founded in Japan. In 1954, 
a stock corporation with the name Nihon Elevator emerged from it and 
in 1985 Nihon Elevator agreed to establish a strategic alliance with the 
Schindler corporation. Today it operates in Japan under the name 
of Schindler Elevator KK, employing some 350 people throughout 
its twelve branches. The Tokyo head office reports to the Schindler 
group's Asia-Pacific headquarters in Hong Kong. In October 2005, 
Schindler acquired the Japanese elevator company Mercury Ascensore, 
a leading independent elevator and escalator maintenance provider. 
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This acquisition enabled Schindler to substantially increase the network 
density of its maintenance portfolio. 

5.3.2 Knowledge management initiatives/activities in general 

Even though Schindler has knowledge management on its management 
agenda, there are few explicitly termed activities and no knowledge man
agement departments or knowledge managers. As for the escalator busi
ness, the most prominent knowledge management tool is the Intranet 
Portal Escalators, whose core is maintained by the Competence Centre 
Escalators in Vienna. It includes news about the Schindler group, the 
escalator industry and competitors, and technical and sales related infor
mation and data. Schindler subsidiaries abroad maintain their own local 
site within the intranet, thus trying to make explicit and retain as much 
local information and knowledge as possible. In addition to the Intranet 
Portal Escalators, information and knowledge are shared through the 
Lotus Notes groupware, its e-mail client, and databases. 

5.3.3 Knowledge-based marketing case: escalator product launch 
in Asia 

5.3.3.1 Asian markets 

The countries in the Asia-Pacific region have been achieving good 
growth in recent years, mainly led by China, the world's largest market 
for elevators and escalators. This rapid economic development resulted 
in increased levels of construction activity in most Asian countries. 
The exceptional growth in China was driven by large commercial 
construction projects and by residential construction, as well as by 
government-led infrastructure projects such as airports and subways. 

According to company information, Schindler achieved another ex
cellent reporting year in the Asia-Pacific region in 2005, reflecting the 
favourable market environment. Sales grew more rapidly than the mar
ket, thus strengthening Schindler's position in the region. Its success 
was particularly evident in China, Hong Kong, MalaYSia, Vietnam, and 
Indonesia. Moreover, Schindler secured several large projects in Macau, 
thus creating a good basis for its future growth. In 2005, Schindler con
solidated its leading position in the escalator industry through the launch 
of the new Schindler 9300 Advanced Edition (see below) and the opening 
of the world's largest escalator manufacturing plant in Shanghai, China, 
with an annual production capacity of over 6000 units. 

Asian - and specifically Japanese - norms for elevators and escalators 
diverge widely from those in Europe owing to the very strict safety 
regulations due to the high earthquake risk and fire protection. In prac-
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tice these regulations are subject to continual modification with the 
result that it is impossible to supply more or less standard products 
in this market sector to Japan. Consequently, almost all Schindler ele
vators and arrays of otherwise standard parts have to be developed and 
produced exclusively for the Japanese market, whilst escalators and 
their parts have to be slightly adapted as well - the standardized 
parts or elevators Schindler produces worldwide can hardly be sold in 
Japan. Furthermore, Japanese customers baulk at standardized products 
which are perceived not to accommodate the 'uniqueness' of Japanese 
conditions. 

Thus Japanese regulations, on the one hand, and Japanese vanity on 
the other, made local manufacture very costly and inhibited inno
vation. Both factors put Schindler Elevator KK at a competitive dis
advantage against local elevator and escalator manufacturers, who 
dominated the market. The challenge for the Japanese subsidiary of the 
Swiss company was to introduce a new escalator (the elevator segment 
offering little movement), which had been introduced into other Asian 
countries, but which would need to be introduced into Japan with 
appropriate adaptations. 

5.3.3.2 The new escalator product and its launch 

The new product was the newly developed Schindler 9300® Advanced 
Edition escalator. In 2004, the Competence Centre Escalators in co
operation with local subsidiaries had launched, first in Europe and the 
Middle East and subsequently also in other continents. Market intro
duction in Asia followed in 2005, and the product launch in Japan 
finally in the middle of 2006. The new product offers greater choice in 
terms of its design and features and can also be installed more rapidly. 
Besides, it offers superior quality and a reduction in (production and 
installation) costs which could partly be passed on to the customers. As 
a matter of fact, the worldwide elevator and escalator business is char
acterized by severe price competition, which, in most cases, leads to 
sales below cost, with losses being recovered and turned into a profit 
through maintenance and service. Therefore, cost was a particularly 
crucial issue in Asian markets, including the large leading market of 
China and Japan. One of the main applications of the Schindler 9300® 
Advanced Edition escalator is for use in shopping centres, although it 
is by no means limited to that. 

For the introduction of the new escalator, it was decided to 
implement a new marketing strategy which would be both value- and 
knowledge-based. In contrast to the past, the customers' attention was 
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drawn away from seeing the escalator merely as an independent piece 
of hardware. In fact, Schindler's value proposition is the offering of an 
integrated solution, that is, all services in relation to the product life 
cycle of the escalator and even beyond. Concretely speaking, this 
includes the planning of buildings and the positions and numbers of 
escalators, traffic flow analyses - particularly important for shopping 
centres - installation, maintenance, exchange, and disposal. This 
obviously also involves the co-creation of value and knowledge with 
building planners, architects, general contractors, shopping centre 
owners, and so on. As a result, a product as simple as an escalator can 
actually involve a range of different services and collaborations with 
customers, often encompassing highly sophisticated planning processes. 

For the launch in Asia-Pacific, experts were dispatched from the 
Schindler Competence Centre in Vienna to Hong Kong on a two- to 
three-year assignment and their task was not to impose a marketing 
strategy on subsidiaries in Asia, but to evolve one on the basis of 
knowledge-sharing and co-creation. The senior expert and his team 
prepared a special training programme for all subsidiaries in the Asia
Pacific region and ran a product road-show in different countries. The 
subsidiaries hosted in-depth workshops on the new product features, 
discussed marketing strategy, assessed competition, and evolved USPs, 
which were distinctive for each country. The workshops lasted one or 
two days and were a forum of knowledge between the experts and 
cross-sections of local staff, especially those concerned with sales, 
marketing, and technical support. There were interactive Power Point 
demonstrations, role-plays, and discussion of case studies and the 
introduction of the above-mentioned Schindler Intranet Portal Escalators 
as well as various Lotus Notes databases. 

The experts were at pains to deliver explicit and tacit knowledge on 
products and competition in a culture-specific way by conveying trust 
and confidence in the local managers. The process not only created 
new bi-directional lines of communication between the Asia-Pacific 
headquarters and its local subsidiaries, but it also motivated these man
agers, who in the past had never been much consulted, to discuss 
freely all aspects of their experiences as Schindler employees. In this 
way Schindler acquired fresh and revealing tacit knowledge about its 
business operations in Asia. Much of this hitherto undisclosed know
ledge was so useful that it was fed back to the Competence Centre in 
Vienna, being of value not only to product development staff but also 
to personnel in research and development. A further benefit of these 
interactions was that it meant that a distinctive marketing strategy 
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could be developed for each market. It now had very rich contextual 
knowledge which it could convert into specific business approaches as 
well as specific adaptations of product offerings. 

5.3.4 Conclusion 

This case study illustrates how Schindler Elevator took a knowledge
based approach to marketing in launching a new escalator product in 
Asian markets and effectively co-created and transferred both explicit 
and tacit knowledge between the escalator headquarters (Competence 
Centre) in Vienna and the Asia-Pacific headquarters in Hong Kong. 
Even though escalators as hardware are by themselves neither par
ticularly sophisticated nor complex products, a lot of critical tacit 
knowledge was involved in the product launch. For this reason, direct 
interaction and face-to-face communications became necessary to 
transfer and recreate this knowledge, as well as to co-create new know
ledge locally and feed it back to the headquarters in Vienna. Moreover, 
Schindler had rethought its value proposition and shifted its focus 
away from merely offering product hardware to delivering integrated 
solutions, that is, all services in relation to the product life cycle of the 
escalator and even beyond. This also involves the co-creation of value 
and knowledge with building planners, architects, general contractors, 
shopping centre owners, and so on. As a result, a product as simple as 
an escalator can actually involve a range of different services and col
laborations with customers, often encompassing highly sophisticated 
planning processes. Moreover, the case also shows that different local 
contexts in different countries have great implications and that there
fore such a global product launch cannot be simply conducted by 
headquarters in a unilateral way, but needs to be done in close co-oper
ation with local staff in the subsidiaries. To sum up, the case reveals 
how knowledge transfer within MNCs should be seen as a process of 
jointly re-creating existing knowledge rather than merely transferring 
it unilaterally. Additionally, through direct interaction and face-to-face 
communication new knowledge can also be co-created and fed back to 
headquarters, thus benefiting the entire knowledge base of the firm. 

5.4 Siemens 

This case study presents a recently launched company-wide cross
selling and marketing knowledge sharing initiative in Siemens and 
illustrates how cross-functional, cross-divisional, and cross-regional col
laboration is leveraged for value and knowledge co-creation resulting 
in superior value propositions to customers. 
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5.4.1 Company information/background 

Siemens - headquartered in Berlin and Munich - is a global conglo
merate and a powerhouse in electrical engineering and electronics. The 
company has around 461 000 employees working to develop and man
ufacture products, design and install complex systems and projects, 
and tailor a wide range of services to individual requirements. Siemens 
provides innovative technologies and comprehensive know-how to 
benefit customers in 190 countries. Founded more than 155 years ago, 
the company focuses on the areas of Information and Communica
tions (COM), Automation and Control, Power, Transportation, Medical 
(MED), and Lighting. In fiscal year 2005, Siemens had sales from con
tinuing operations of EUR 75.4 billion and income from continuing 
operations of EUR 3.058 billion. Figure 5.4 shows the Siemens portfolio 
and sales by business area. 

Since its establishment in j apan in 1887, Siemens has a long history 
of providi ng its c ustomers with a diverse range of innovative pro
ducts and services through direct activities, joint ventures OVs), and 
co-operation with japanese companies. Today, the Siemens Grou p in 
japan conducts business in a wide range of areas including information 
and communications, automation and control, power, transportation, 
medical, and lighting. In 2005, the Siemens G roup posted sales of 
110 billion yen on a consolidated basis, and had a total of 1900 em
ployees. Siemens K.K. , the official representative of Siemens AG in 
japan, is responsible for regional co-ordination of the Siemens Group 

Figllre 5.4 The Siemens portfolio (company information) 
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in Japan and in addition is responsible for business in the areas of com
munications, automation and drives, industrial solutions and services, 
logistics, power generation, power transmission and distribution, and 
transportation (mainly for railways). Placing special emphasis on the 
business of automation and drive systems, the Group established 
Yaskawa Siemens Automation & Drives Corp. and Yaskawa Siemens 
Numerical Controls Corp. Siemens Building Technologies KK designs 
and manages control systems for buildings. In the field of transporta
tion, Siemens VDO Automotive KK. was set up to handle car elec
tronics businesses. Siemens-Asahi Medical Technologies Ltd. sells 
medical equipment such as diagnostic imaging systems, commanding 
a substantial share of the Japanese market. The hearing aids of Siemens 
Hearing Instruments KK are highly valued as well. In the lighting 
industry, OSRAM-MELCO Ltd. manufactures lamps meeting the needs 
of the marketplace and Mitsubishi Electric OSRAM Ltd. supplies these 
products to the market. OSRAM Ltd.'s main product line is automotive 
lamps. Moreover, in order to meet customers' financial needs in intro
ducing Siemens products into Japan, Siemens Financial Services KK. 
was established. Two other strategic alliances with Japanese firms are 
Mobisphere - a JV with NEC - headquartered in the UK and Fujitsu 
Siemens - Fujitsu itself actually originated from a JV between Siemens 
and the Japanese Furukawa group - headquartered in Germany. 

5.4.2 Knowledge management initiatives/activities in general 

Siemens is perceived as a pioneer and leading firm in knowledge man
agement by both academics and practitioners (d. also Davenport and 
Probst, 2002b). As such, Siemens has frequently been featured as a role 
model in numerous books and articles on knowledge management and 
knowledge sharing (for example, Davenport and Probst, 2002a; von 
Krogh, Ichijo, and Nonaka, 2000, to name just two bestsellers) and has 
also been a recipient of the MAKE (Most Admired Knowledge Enter
prise) award several times (d., for example, English and Baker, 2006). 
The 2004 European MAKE panel, for example, recognized Siemens for 
its 'enterprise knowledge-driven culture, developing knowledge-based 
products/services/solutions, and creating value from customer know
ledge' (English and Baker, 2006: 207). Groups and regions of the com
pany with joint co-ordinating and proficiency-building efforts practise 
knowledge management at Siemens using a decentralized approach 
(ibid.). Among the most researched knowledge management initiatives 
at Siemens are the COM division's (formerly ICN) 'ShareNet', and the 
MED division's 'KnowledgeSharing@MED'. Similar to the HP CI case 
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above CoPs have proven a very effective and efficient forum for know
ledge creation and sharing at MED. Additionally, through the inter
views I have identified another interesting and effective knowledge 
management initiative at Siemens Building Technologies (SBT). It is 
called 'References@SBT' and is basically a best-practice case exchange 
forum and intranet-based platform for knowledge exchange. 

5.4.3 Knowledge-based marketing case: Siemens One 

5.4.3. 1 Siemens One - bundling expertise for the customers 
The Siemens One initiative is a company-wide strategy to improve 
market penetration and drive growth in new fields by enhancing co
operation across the entire organization. It is a key part of the Siemens 
Customer Focus programme, which is meant to optimize the part
nership between the different Siemens groups and new and existing 
customers, while co-ordinating cross-group activities in key market seg
ments. By strengthening co-operation across the vertically organized 
groups, Siemens aims at enabling customers worldwide to profit from 
its ability to combine a comprehensive array of innovative products 
and services in order to create complete, customized solutions. Offering 
their customers their products, services, and solutions from one source 
through Siemens One, and by bundling their capabilities, Siemens can 
offer more customers more innovation than before. In sum, 'the ob
jective of Siemens One is to harness the power of Siemens for the 
optimum customer partnership and develop the whole company 
toward an even more customer-centric organization model' (Senn, 
2006: 29). 

There are now Siemens One organizations in over thirty-five coun
tries and there is a Siemens One team at corporate headquarters to help 
the vertically organized businesses further leverage their horizontal 
synergies, to initiate cross-group and cross-region solutions in new and 
existing market segments, and to engage in sales activities where 
appropriate. The aim throughout is to optimize customer value by 
intensifying and expanding current cross-selling activities. Key account 
management (KAM) and sector management approaches further help 
to pool, arrange, and leverage relevant marketing knowledge. Similar 
to in-house consultants, Siemens One teams are the missionaries of 
Siemens' new marketing philosophy of customer focus and cross
selling activities and support the process of understanding, identifying, 
initiating, and implementing cross-group and cross-region customer 
solutions. An important part of this mission is the creation of a 
common vision of one Siemens and the establishment of a proper 
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infrastructure for sharing information and jointly creating new market
ing knowledge. This includes sales trainings, marketing intelligence 
activities, the collection and provision of corporate success stories, best 
practices and case studies, as well as the introduction of CRM tools and 
local Siemens One intranet portals that are connected to the global 
portal. 

5.4.3.2 Siemens OneJapan 

In order to drive the Siemens One initiative in a systematic way, target
ing to establish firm processes within the region, Siemens Japan started 
its Siemens One activities in June 200S as an organization directly 
reporting to the CEO of Siemens K.K. First, a road map for the upcom
ing months was set up together with the Corporate Development 
Siemens One team at corporate headquarters in Munich. Increasing 
cross-selling activities and winning new customers within and across 
business groups is the goal of the operational excellence initiative at 
Siemens and the idea of Siemens One is to enable all business groups to 
act as team players based on a defined account management and sector 
development methodology. 

Supporting the business groups to act as one Siemens by applying a 
systematic customer perspective and challenging them to use the 
methods and concepts developed by the customer focus initiative is 
the mission of Siemens One. In order to maximize the respective group 
profit, market transparency is a prerequisite to set up the right strategy 
and increase market share through leveraging market-fit products and 
solutions in accordance with customer reqUirements. Siemens can offer 
a wide range of products and solutions (power plants, communications 
equipment, automation and drive controls, building technologies, and 
so on) to the customers in their sectors to satisfy their individual 
needs. As a result, customers can reduce the complexity in large-scale 
projects and multi-vendor environments with the help of Siemens. 

One important task for Siemens One is the implementation of a 
sector management approach. Siemens One defines key relevant indus
try segments such as automotive, health care, airports, oil and gas, 
semiconductors, cement, and so on, as industrial sectors in order to 
drive the products and solution business in a systematic way. The so
called Sector Development Board (SDB) - a management body to 
strengthen the customers' high acceptance of Siemens, and achieve 
highest customer satisfaction - has set up sector strategies on a global 
basis and regional companies are a part of this global sector strategy. 
Taking this sectoral approach means Siemens offers comprehensive 
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tailored solutions through thorough investigation of customer needs as 
well as sector-specific requirements to the solutions. SDB is also a deci
sion board for the sector's global strategy, overall management for mar
keting concepts, resources and solution portfolio. The Sector Support 
Team (SST) is responsible for driving the regional business through 
close co-operation with regional Siemens One teams and regional busi
ness units. Siemens One Japan analysed the activities of the Siemens 
Japan group and business units according to the sector definition, and 
set up four first sectors in Japan (as of July 2006). The established sector 
team members commonly approach selected key accounts by identify
ing business opportunities. Obviously, sharing of existent as well as the 
creation of new markets and other marketing knowledge, specifically 
from different perspectives - different functions, different business 
areas - are crucial here. 

Another essential task for Siemens One is to establish an account 
management system. Siemens account management is a vital part of 
the corporate CRM process. The CRM objective is to maximize the level 
of customer satisfaction and develop the corporate, international, and 
national top accounts in a systematic way. Through optimizing the 
relationship between markets/customers and Siemens, a long-term rela
tionship with strategic customers is built (d. also Senn, 2006). The 
sales organization is the key function for implementing CRM, and they 
have the CRM roll out responsibility for their accounts. Moreover, a 
visualization system for the groups and regions is a key issue for suc
cessful account management, which is a success factor for the Siemens 
One activity at the same time. In order to gain transparency for 
account management, account information (customer project informa
tion, account penetration plan, technology requirements, and so on) 
must be shared by the team members who are involved in account 
management. For that purpose, Siemens fully utilizes the ATP (Account 
Team Portal) as a cross-group and regional CRM tool. In this portal, 
team leaders and team members regularly update customer informa
tion, business opportunities, and business development data which are 
thought to be critical in order to drive account management towards 
success. All the stored data are then utilized by the team members in 
Account Planning Process Plus (APP+), a common account manage
ment workshop. Sector managers, team leaders, and their members 
then conduct a systematic account management meeting to identify 
business opportunities, Siemens offerings, and to define a common 
sales strategy. Account teams repeat these APP+ processes as regular 
business opportunities workshops. One of the benefits of this APP+ 
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workshop is that all account team members are able to have the 
same recognition of customer requirements, business potentials, 
Siemens solutions, and common strategy with clear individual roles 
and responsibilities. 

For both sector management and account management, market 
intelligence and market research activities are essential. Therefore, the 
creation of market transparency is also high on the agenda of Siemens 
One. At Siemens it is assumed that once 60 per cent market trans
parency and understanding can be achieved, the market share can 
be increased by more than 10 per cent ('60/10' rule), for example. 
Generating and collecting the needed information and knowledge is 
also necessary to implement standardized processes for this and for the 
presentation and reporting of the results. Moreover, transparency is 
also needed within Siemens, which requires regular information and 
knowledge sharing and reporting to each other. 

Last but not least, the systematic creation, collection, arrangement, 
and sharing of best practices throughout functions and divisions is also 
an important task of the Siemens One initiative. Each business unit 
and group company in Japan has its success stories, and the Siemens 
One Japan team conducts common success story/best practice work
shops to share tacit and explicit knowledge of experienced employees. 
Besides, there is also a newly created customized intranet portal in 
both Japanese and English to present Siemens One, account man
agement, sector management and other relevant concepts and 
processes. The intranet portal also hosts local sector portals for 
information sharing and exchange with sector teams in other coun
tries. Figure 5.5 summarizes the key Siemens One activities in one 
diagram. 

5.4.4 Conclusion 

This case study presents a recently launched company-wide cross
selling and marketing knowledge sharing initiative in Siemens and 
illustrates how cross-functional, cross-divisional, and cross-regional 
collaboration is leveraged for value and knowledge co-creation result
ing in superior value propositions to customers. It is a very compre
hensive case of knowledge-based marketing in action as it not only 
spans the boundaries of different business divisions within the MNC 
but also transcends the boundaries of the firm and involves customers, 
partners, and so on (ct. also 6.2). As Siemens One was born from and is 
driven by the customer focus initiative within Siemens it is important 
to mention and discuss it, but the main focus in this book is on the 
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Account Management 

Creation of transparency 
• Markot transparency 

("00'10") 

Sector development 

Figure 5.5 Key Siemens One activities (based on company Information) 

co-creation of knowledge and value within the MNC. Here the role of 
both tacit knowledge and of the 'in-house consultants' or faci litators
'knowledge activists' (d., for example, von Krogh, Ichijo, and Nonaka, 
2000) - are high lighted. Sharing of existing knowledge as well as the 
co-creation of ideas and new knowledge through cross-functional, 
cross-divisional, and cross· regional collaboration is critical for pro
viding superior products and services and for the way existing cus
tomers are served and new ones acquired. Moreover, it became obvious 
that such an approach needs to be planned, designed, and initiated 
strategically at headquarters, but rolled-out, implemented, adapted, 
and maintained locally in t he subSidiaries, but still with support from 
headqua rters. To sum up, the case illust rates the strategic importance 
of marketing knowledge and its management - creation and sharing 
throughout the company. It also underlines that marketing knowledge 
does not reside merely within one corporate fu nction but that it is 
dispersed throughout different functions and divisions and can only be 
properly leveraged through active collaboration . 

5.5 Toyota Motor Corporation/Toyota Peugeot Citroen 
Automobile Czech 

This case study illustrates how Toyota leverages marketing knowledge 
through a JV with a competitor in order to expand its business in 
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Europe and crack the East European market and also co-creates new 
knowledge with the alliance partner. 

5.5.1 Company information/background 

Toyota is Japan's largest manufacturer of automotive vehicles and 
probably the world's most successful one. On consolidated accounts, 
Toyota employs more than 285 000 people and has net sales of 
21,036.9 billion yen (fiscal year 2005). The Toyota Motor Corporation 
has built a strong reputation for the high quality, durability, and relia
bility of its cars, and these are only some of the reasons for its out
standing global success. Research and academic writing on Toyota is 
voluminous (for example, Dyer and Nobeoka, 2000; Liker, 2004; Sobek 
II, Ward, and Liker, 1999; Spear and Bowen, 1999; Womack, Jones, and 
Roos, 1991, to name just a few) and Toyota frequently serves as a 
role model for both academics and business practitioners. Indeed, the 
teachings of the so-called 'Toyota Way' and the legendary Toyota 
Production System (TPS) (for example, Dyer, 1994; Fujimoto, 1999; 
Kamath and Liker, 1994; Liker, 2004; Pine II, Victor, and Boynton, 
1993; Sobek II, Liker, and Ward, 1998; Sobek II, Ward, and Liker, 1999; 
Spear and Bowen, 1999; Ward, Liker, Cristiano, and Sobek II, 1995) 
have not only been applied to manufacturing and production but also 
to other areas such as health care, postal services, and the service 
industry in general (Liker, 2004; Spear, 2004, 2005; Womack and Jones, 
1996, 2005a). In fact, the popularized version of TPS, lean man
agement, and lean manufacturing - starting with The Machine That 
Changed the World (Womack, Jones, and Roos, 1991) - have become an 
extremely successful 'management fad' lasting up to the present 
(Womack and Jones, 1994,2003, 2005b). 

5.5.2 Knowledge management initiatives/activities in general 

Toyota has often been found to be very strong at organizational learn
ing and knowledge creation and sharing (d., for example, Ichijo, 
2006a; Ichijo and Kohlbacher, 2007; Liker, 2004; Spear, 2004; Spear 
and Bowen, 1999). Indeed, for Liker (2004: 13, xv), 'Toyota is a true 
learning organization that has been evolving and learning for most of 
a century' and thus has created 'one of the few examples of a genuine 
learning enterprise in human history'. Dyer and Nobeoka (2000: 346) 
seem to agree when they contend that 'Toyota, in particular, is widely 
recognized as a leader in continuous learning and improvement'. One 
aspect that has particularly been under the scrutiny of researchers is 
knowledge sharing and learning within its supplier network and the 
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way Toyota leverages this co-created knowledge for both itself and 
its suppliers (for example, Dyer and Hatch, 2004, 2006; Dyer and 
Nobeoka, 2000; Dyer and Ouchi, 1993; Evans and Wolf, 2005; Liker 
and Choi, 2004). But rather than the mechanical 'management' of 
knowledge, it seems to be Toyota's peculiar corporate culture that 
enables continuous organizational learning and thus has made Toyota 
become a true learning organization. 

5.5.3 Knowledge-based marketing case: Toyota Peugeot Citroen 
Automobile Czech (TPCA)32 

5.5.3.1 TPCA: Joint forces in the Czech Republic 

Toyota Peugeot Citroen Automobile Czech (TPCA) is an UV between 
Toyota Motor Corporation and PSA Peugeot Citroen in Kolin, Czech 
Republic. Both companies own exactly half of the shares (SO/SO JV). 
After an agreement in July 2001, on 9 January 2002 the two auto
makers announced, the signing of an official JV agreement to estab
lish TPCA. It is Toyota's sixth manufacturing company in Europe. The 
TPCA factory alone employs about 3000 Czech employees, and indi
rectly ensures an additional 7000 jobs in all areas, from the production 
of automobile components to cleaning services. 

5.5.3.2 The East European challenge/the East European shift 

With this unique automobile partnership and its joint plan for the devel
opment and production of small compact vehicles and the construction 
of a new factory, Toyota and PSA decided to react to the changing 
European customer market and to found a whole new category of small 
modern and technologically advanced vehicles. In fact, both companies 
see growing demand for such cars in Europe, and the new-platform vehi
cles to be built in the Czech Republic will be marketed under the Toyota, 
Peugeot, and Citroen brands. Total investment in the project on the grass 
field - including R&D and business startup costs - has surpassed SO 
billion crowns (approximately 1.5 billion euros) and finally started manu
facturing on 28 February 2005. The plant manufactures 300 000 small 
gasoline and diesel cars annually to be sold in Europe under both 
automakers' brands, that is, 200000 units for Peugeot and Citroen and 
100000 for Toyota. The three, all-new small cars produced on a common 
platform are: the Citroen C1, the Peugeot 107, and the Toyota Aygo. 

5.5.3.3 Three modeLs - one pLatform 

The cars built on this new platform have been developed jointly by the 
two companies. They are a modern, four-seat model boasting the most 
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sophisticated technologies in terms of safety, reliability, environmental 
protection, and urban mobility. Equipped with the latest generation of 
1.0-litre gasoline engines and l.4-litre diesel engines, they are espe
cially fuel-efficient. The project offers clearly differentiated models and 
specific styles for the vehicles of the two groups while guaranteeing 
strong commonality for the car structure and components. In launch
ing this new vehicle concept, Toyota and PSA have introduced a brand 
new offer of small-size cars which will complement their product lines. 
This decision to jointly introduce a new class of cars, positioned below 
current entry-level models, is in response to changing needs in Europe, 
a market where demand for compact vehicles remains as strong as ever 
and is forecast to increase in the years ahead. Therefore, TPCA paves 
the way for a new market of vehicles, which retain all the essential 
features of a real car, and offer, at attractive prices, efficient solutions 
to environmental and urban mobility-related requirements. Target 
customers also include current buyers of used or outdated cars. In fact, 
primarily designed for European markets, this new car concept has 
been conceived to meet the changing needs of local customers. Cars 
produced using this common platform have a threefold advantage: 
they have prices lower than those in the current small-car segment, 
feature a high-level of standard safety performance, and offer excellent 
environmental features. 

5.5.3.4 The best of both worlds: get success 
The joint production at TPCA not only allows for a reduced cost but also 
a connection of the best of both automobile factories: the untouched pro
duction system of Toyota with the excellent knowledge of the European 
market of PSA. Therefore, Toyota is in charge of development and pro
duction while PSA is responsible for procurement. Toyota's Polish plant -
Toyota Motor Manufacturing Poland Sp. (TMMP) in Walbrzych, Poland 
was established on 7 June 2002, as Toyota's first European transmission 
plant - will expand to supply manual transmissions and 1.01 gasoline 
engines for the Czech plant. PSA Peugeot Citroen will supply 1.41 diesel 
engines. Nearly all other components will be sourced locally. In fact, 
since the establishment of the JV, many Toyota-affiliated parts makers 
have set up shop in Central and Eastern Europe, and about twenty have 
signed supplier agreements with TPCA. PSA views this co-operation 
between two independent companies as a further materialization of the 
PSA Group's strategy aimed at reaching agreements on the joint develop
ment and production of mechanical components and platform elements, 
with the objective of obtaining economies of scale. 
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5.5.3.5 Inter-organizational knowledge creation and sharing 
The TPCA plant is the fruit of a successful co-operation project that 
allowed the two global carmakers to combine their knowledge of pro
duct design, styling, production, and supplier relationships, while learn
ing from each other's corporate cultures, technologies, and processes, 
as there seems to be very good teamwork and co-operation between 
Toyota and PSA. This led to an exchange of a wealth of specific know
how: PSA's knowledge of small cars in Europe and its expertise in pur
chasing activities, and Toyota's skills in development, manufacturing, 
and production processes. Indeed, Toyota learns from PSA mostly 
about purchasing issues, supplier relationships, both from a European 
and a general point of view, and even about production methods 
and shift management. On the other hand, PSA learns about Toyota's 
management style and the Toyota Way, and TPS and the produc
tion process. This mutual learning also leads to new joint ideas and 
knowledge co-creation. 

As of March 2006, there were thirty-eight expatriates employed at 
TPCA: twenty-nine from Toyota and nine from PSA. All expatriates 
have management functions and include the President (Toyota) and 
Vice-President (PSA). They usually stay in the Czech Republic for about 
one and a half years before returning to their respective headquarters. 
Local staff are sent to Toyota's other European plants (Turkey, UK, 
France), and in the case of managers also to Toyota headquarters in 
Japan, for training for a period of one to six months. This ensures that 
they directly and interactively learn the Toyota Way and that local 
knowledge from TPCA can also be transferred back. Besides, over time, 
responsibility is handed more and more over to local staff after they 
have been trained by experts from Toyota and PSA. 

5.5.3.6 Excursus: Innovative International Multi-purpose Vehicle (tMV) 
Project 
Initially, Toyota developed and produced cars only in Japan and 
exported them abroad in order to ensure high quality and to maintain 
customer trust in the brand. Then, because of increasing overseas 
demand, the need to tailor production to local needs, the opportunity 
of tax breaks, and in order to save shipping costs, Toyota started to 
produce vehicles where the market is. This model has been working 
well in established mass markets such as North America and Europe, 
but recently, Toyota has identified attractive business opportunities in 
other developing markets, such as BRICs (Brazil, Russia, India, and 
China). The solution for globally operating companies - including 
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Toyota - has in the past tended to be to build manufacturing facilities 
in developing markets mainly owing to their cheap labour costs. 
Nevertheless, in developing and producing cars for these regions, 
Toyota used to stay reliant on Japanese designers and engineers, rather 
than exploiting local talent. 

In 2004, Toyota announced a breakthrough initiative called the 
'Innovative International Multi-purpose Vehicle (IMV) Project', which 
aims at increasing the self-reliance of overseas manufacturing facilities 
in such a way as to optimize overall worldwide production, especially 
in emerging markets, by both understanding common needs and 
paying sufficient attention to unique local needs (d., for example, 
Ghemawat, 200S; Ichijo and Kohlbacher, 2007). The initiative is led by 
Toyota's subsidiaries, and in this business model, Toyota upgraded and 
expanded plants in Thailand, Indonesia, South Africa, and Argentina. 
This project is now dependent upon close collaboration between 
Toyota in Japan and its subsidiaries in emerging markets. 

Within these emerging markets, the study of unique local needs and 
then the developing, manufacturing, and supplying of cars which closely 
meet them promises competitive advantage. 'Learn local' is the key to 
local success. But there is a global dimension, too. IMV cars assembled in 
Thailand and Indonesia are both used for local consumption and 
exported to different countries, particularly emerging markets. Surplus 
IMV cars assembled in Argentina are exported to Central and South 
America, and those assembled in South Africa are shipped to the rest of 
Africa. This global, cross-country collaboration is another key to the 
success of the IMV project. While paying attention to local unique needs 
in each region, Toyota tries to accomplish effective use of resources 
worldwide to provide high quality cars at lower cost. 'Act global, learn 
local' is thus another winning formula for the IMV project. 

5.5.3.7 Learn Local. act gLobaL 

Supported by their spirit of teamwork and reinforced by a favour
able national environment in terms of solid industrial experience 
and a quality education system, TPCA completed all stages of the 
co-operation successfully in terms of deadlines and results. This co
operation between independent carmakers has provided a fast, cost
efficient response to market demand through the sharing of expertise 
and experience. As a matter of fact, leveraging synergies and fostering 
mutual knowledge sharing and creation between the two partners are 
two of the most important goals and merits of this strategic alliance. 
Here, Toyota consistently follows its new 'learn local, act global' 
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strategy by feeding back the newly created and acquired knowledge to 
its headquarters and spreading it also to other subunits. 

Figure 3.7 in Chapter 3 shows different levels at which knowledge 
t ransfer and co-creation can occur in IJVs and Figure 5.6 illustrates it 
for the concrete example of TPCA. Obviously, knowledge will not only 
have to be created locally at TPCA but also between the JV (child) and 
the partner firms (parents). Moreover, the process of transferring newly 
created knowledge at TPCA to the parents is also critical. Inkpen (1998: 
79) goes so far as to state that '[w)ithout active parent firm involve
ment in the alliance learning process, learning will not occur'. 

In early 2006, the Toyota Aygo was doing extremely well on the fore
casted resale values of the major leasing companies and the launch was 
widely seen as successful (Radler, 2006). Unlike the mature market of 
Western Europe, the Eastern European automobile market offers much 
room to grow, with an automobile diffusion rate about half that of 
countries belonging to the Europea n Union (EU). On joining the EU 
in May 2005, the five Central European nations have become subject 
to the bloc's tighter environmental regulations, so new ca r demand 
will likely increase as older cars are scrapped. As a result, Central and 
Eastern Europe will be vita.1 for Toyota if it wants to achieve its goal 
of seiling 1.2 million units a year in Europe by 2010. TPCA will help to 
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Figure 5.6 Levels of knowledge co-creation at TPCA (author's own Illustration) 
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build a strong production base and will serve Toyota as a springboard 
for expanding its presence in Europe. 

5.5.4 Conclusion 

This case study illustrates how Toyota leverages marketing knowledge 
through a ]V with a competitor in order to expand its business in 
Europe and crack the East European market and also co-creates new 
knowledge with the alliance partner. Similar to HP and Siemens, 
Toyota is frequently featured as a role model in knowledge manage
ment and organizational learning. But differently from the former two 
companies, in Toyota's case it is its unique organizational culture and 
the way the whole organization ticks rather than specific sophisticated 
methods or tools. Interestingly, Toyota seems to have been successful 
in 'exporting' and recreating this unique organizational learning cul
ture also in foreign markets and with local staff. In a more difficult 
situation, the Toyota way of knowledge creation has to be applied to a 
new setting where two different corporate cultures as well as different 
national cultures meet. Toyota once successfully mastered such a situ
ation in NUMMI with GM and now it is TPCA with PSA. But in the 
former case, Toyota was basically in charge of everything, while TPCA 
is a real collaboration between two equal partners. In order to mutually 
tap into each other's unique tacit knowledge base, direct interaction 
and face-to-face communication are necessary. At TPCA, this rich tacit 
knowledge comes from three sources: Toyota expatriates, PSA expatri
ates, and the local staff. To sum up, the TPCA case study together 
with the background information on the IMV project illustrate the new 
Toyota approach to global knowledge creation. Indeed, it strategically 
selects and leverages internal as well as external knowledge sources and 
engages in the co-creation of knowledge and value with its subsidiaries 
as well as other entities in the business ecosystem, such as competitors 
and suppliers. 

5.6 Mazda Motor Corporation 

This case study illustrates how an essential product concept and 
related tacit marketing knowledge were passed on and refined 
over three product generations. It also shows that the experience 
of co-creation between the product and the customers is crucial 
and that empathic design to tacitly understand customer needs is 
vital. 
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5.6.1 Company information/background 

Originally established in 1920, Mazda started manufacturing tools in 
1929 and then branched out into the production of trucks for com
mercial use before it launched its first passenger car models and began 
developing rotary engines. As of fiscal year 2005, Mazda Motor 
Corporation employed more than 36 000 people and its net sales 
amounted to almost 3000 billion Japanese yen. Mazda's largest stake
holder is Ford Motor Company. 

5.6.2 Knowledge management initiatives/activities in general 

Mazda's strength in product development, the creation of product 
concepts, and knowledge within the process have been documented 
by Nonaka and Takeuchi (1995) for the development of the rotary engine 
and the RX-7, and Mazda's product development in general by Cusumano 
and Nobeoka (1998). Mazda recently established a knowledge manager 
but knowledge management initiatives still seem to be at an initial stage. 
At the moment, the focus is on web-based communities and Q&A-sites 
on the intranet - the whole system is called 'Knowledge Wonderland'
for bringing the customer's voice into the company through salesmen 
and dealers and sharing important information and knowledge. 

5.6.3 Knowledge-based marketing case: product development of 
the Mazda MX-533 

5.6.3.1 The Mazda MX-5 (Miata) 

Mazda Motor Corporation unveiled the Mazda MX-5 (Miata) for the first 
time at the Chicago Auto Show on 9 February 1989. Sixteen years later, 
in 2005, the global debut of the all-new, third-generation Mazda MX-5 at 
the 2005 Salon International de l' Auto in Geneva demonstrated that pro
ducing a simple, lightweight sports car is fundamental to the soul of 
Mazda. In May 2000, the Guinness Book of World Records had recognized 
the Mazda MX-5 as the best-selling two-seater convertible sports car in 
history, with 531 890 units produced to that date. Since that affirmation, 
demand has held strong and more than 700000 Mazda MX-5s have 
been sold around the globe, thus breaking its own record in 2005. In 
order to renew the MX-5, Mazda engineers focused on evolving the 
lightweight sports car concept as the all-new car had to follow in the 
tracks of a modem motoring icon. Finally, the Hiroshima-based 
company has successfully managed the challenge of developing and 
evolving the classic concept of the two-seat roadster and the new Mazda 
MX-5 was voted car of the year in 2005/2006 in Japan. 
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5.6.3.2 Rider and horse as one - Jinba Ittai 

In Japanese, the exceptional soul of the Mazda MX-S is described by the 
expression Jinba Ittai. The direct translation of the idiom is 'rider and 
horse as one' and can also be interpreted as 'oneness of man and 
machine'. Yabusame, a long-standing artistic ritual ceremony in Japan, 
truly embodies the essence of Jinba Ittai. An archer mounted on horse
back gallops past a target and shoots an arrow. To achieve a bull's eye, the 
archer and horse must move as one. There must be a natural two-way 
communication and a high degree of synergy in their alliance. This 
oneness of motion between rider and horse was selected as the most apt 
analogy depicting the relationship between the driver and a Mazda MX-S. 
Updated for the twenty-first century, Jinba Ittai is akin to the bond be
tween a single-seat Formula One driver and his car. It is also exemplified 
by a high-performance sports motorcycle rider at speed. 

The rider-and-horse idiom and the effort to create a car universally 
seen and experienced as 'lots of fun' - the SUb-concept of the roadster -
served as the focal point around which the original and the all-new 
Mazda MX-S were designed and engineered. While most sports cars 
aim for specific performance targets - such as the time reqUired to 
accelerate to 100 km/h or cornering G provided by the chassis - Mazda 
engineers established additional goals to reinvigorate the lightweight 
sports car. In essence, this became a celebration of the simple delights 
of driving an open roadster. The 'fun' was designed for anyone and any 
location during sports driving and daily life. 

5.6.3.3 Heritage and evolution ofjinba Ittai 

The concept of Jinba Ittai was thought of and developed by the project 
leader of the first generation roadster, Toshihiko Hirai. He was inspired 
by his experiences in the field as a service engineer, when some of the 
dealerships and even customers questioned Mazda's raison d'etre by 
asking: 'Why is there a need for cars from Mazda when we already have 
the same cars from Toyota and Nissan?' Hirai thought such inquiries 
endangered Mazda's right to exist in the market. Indeed, at that time
the middle of the 1980s - nobody believed there was a market or a 
necessity for a lightweight sports car. It was then that Hirai started to 
seek a fundamental solution in everyday business operations as a way 
of life. Confronted with this stark reality on the ground, he intuitively 
sensed for the first time a potential need for a lightweight sports car. 
This hunch soon turned into a conviction which led him to take 
the risk and take up the challenge to go for the innovative develop
ment. Finally, Hirai - in a bold effort and with hard work - managed to 
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overcome management and other people's doubts about the need and 
demand for the roadster. With basically no budget or time officially 
assigned to the project at the beginning, Hirai still succeeded in build
ing an excellent product development team.14 The problem, however, 
was how to realize and implement the concept of /inba lttai in develop
ment and finally also the car itself. In order to convey his ideas and the 
meaning of /inba Ittai for the car, Hirai experimented with Kamei 
engineering (see below) and used a fishbone chart (Figure 5.7) - as 
commonly used in TQM - to depict six key categories that guided the 
effort towards the desired 'oneness'. They are styling (inside and 
outside), touch (every aspect concerned with the tactile sense), listen
ing (dominated by the engine's voice but also encompassing wind 
effects), cornering (handling dynamics), driving (everything f rom ride 
quality to acceleration response), and braking. Each of these categories 
was further broken down using the fi shbone chart technique. 

Takao Kijima was Hirai's successor for the development of the second 
generation roadster (launched in 1998) which carried on the concept 
and basic design of the first generation and thus incorporated only 
minor changes in the car, but was also very successful. As Kijima was 
already over fifty years old, he - at first - did not have any intention of 
serving as project leader for the third generation roadster. But when 
the plan for this car was revealed in 200 I he suddenly had a sense of 
crisis, especially as he realized that this project was more of a challenge 
than the last one. First of all , for the sake of efficiency, it was planned 
to share the platform with another, bigger car, which meant an increase 
in both weigh t and price (I his urge to cut costs and share platforms 
came mainly hom Mazda's ma jor shareholder Ford). Ki jima felt this 

Driving Cornering Touching 

Jinba /Ita; 

Braking Listening Styling 

Figure 5.7 linba Ina; fi.shbone chart (based on company information) 
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would destroy the original identity of the roadster. Second, due to 
reinforced safety and environmental regulations, all parts and com
ponents would have to be changed. In the end, Kijima decided to take 
up the responsibility and lead the product development a second time. 

Kijima had already served on the first generation roadster product 
development team under Hirai and had been in charge of chassis 
development. Thus, he knew Hirai's ideas, the product concepts, and 
the product itself very well, especially since he had led the develop
ment of the second generation, too. But for the third generation 
development, the circumstances and preconditions were completely 
different. Due to retirements and other assignments, Kijima had to 
work with a totally new team. This meant that he could not count on 
the tacitly shared knowledge of the team members. Indeed, except for 
the fishbone charts, hardly any of the tacit knowledge concerning 
ideas, the product concept, and so on, had been externalized and docu
mented and thus had remained tacit and vanished with the leaving 
team members. 

The first step for the engineering team was to acknowledge that Jinba 
Ittai was what made the original Mazda MX-S so attractive for sports 
car enthusiasts and one of Mazda's greatest success stories. The second 
step was to use modern engineering methods developed by Mazda to 
evolve the iconic Mazda MX-S into an all-new, third-generation 
edition. To convert the subtle imagery of Jinba Ittai into nuts-and-bolts 
reality with a body shell, a drivetrain, and chassis components, the 
engineers wielded a tool called Kansei engineering (d. also Kijima and 
Hirai, 2003), which had already proved successful for the development 
of the first roadster under Hirai. 

Like Jinba Ittai, Kansei is difficult to translate into Western terms. 
'Thoughtful awareness' and 'heightened sensitivity' are the expressions 
that come closest to defining Kansei. It is the realization that the fitness 
of every constituent part underlies the goodness of the whole, that the 
aforementioned synergy between driver and car can be honed so that it 
can be felt by anyone who experiences the vehicle in motion. Another 
Kansei canon is that every aspect of design, mechanical function, and 
dynamic response ultimately contribute to driving satisfaction. 

So, with Jinba Ittai as the pOint of origin and Kansei engineering 
as the navigation tool, as well as another set of new fishbone charts, 
the project team created an all-new Mazda MX-S that is markedly 
better than, but not conceptually different from, the original. In order 
to better understand the special characteristics of the roadster and 
to directly and physically experience the product and its concept, all 
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forty-two component team leaders extensively test drove all kinds 
of lightweight sports cars, including the first two generations of the 
Mazda roadster and the most renowned sports cars in the global 
market (for example, from Honda, Porsche, Fiat, BMW, and so on). All 
of them would go on long drives during the day, and then share their 
experiences, feelings, sensations, and thoughts over drinks together at 
night, often in heated and emotional discussions. They called this test 
driving and opinion and sensation sharing their 'concept trips'. These 
personal interactions and dialogues not only fostered a strong team 
spirit but also harnessed the recreation and sharing of a joint under
standing of the concepts of Jinba Ittai and 'lots of fun'. It helped the 
team members generate a joint understanding of the essence of an 
ideal sports car, its aesthetics, quality, and motion. 

Another important step was when all the team members were asked 
to describe and explain their interpretation of Jinba Ittai by writing it 
down in a small booklet - called the 'concept catalogue' - which sub
sequently served as the basis for the engineers' discussions. Creating 
this concept catalogue not only proved helpful for brainstorming and 
the arranging of ideas, but also created a kind of sense of commitment 
among the team members - a sense of 'self in the whole'. The concept 
catalogue summarized each person's general view of Jinba Ittai as well 
as how to achieve and realize Jinba Ittai, in the respective area of 

Idea/view of Jinba ittai How to achieve/realize 

The most important characteristic of the Rather than simply using lap time and 
roadster is the concept of lightness, torque chracteristics benchmarks for 
and this feeling has to be conveyed not development, as was done in the past, 
only in driving but in every function and development of the roadster has to 
in performance overall. The feeling of focus on the whole car and then target its 
Jinba Ittai has to hit the driver as soon composite characteristics. The 
as she gets into the car and within the relationship of speed to G-force, sound 
first 10 miles of driving. If the notion of of the engine, and control, is already 
driver and car as one is only understood understood. What we need now is the 
after driving the car for a period of time, numerical breakdown to actualize the 
or because the concept has been theme of 'Linear & Lively' in the P/Feel5 
explained in advance, the roadster's axis to create an outstanding ride. 
existence cannot be justified. Jinba Ittai 
has to be experienced immediately. 
This is what makes the roadster what 
it is. 

Figure 5.B Extract from the concept catalogue (based on company informa
tion) 
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responsibility of the team member. Figure 5.8 shows an example of one 
engineer's idea of Jinba Ittai and the means of implementing it in the 
development of certain parts of the car. In addition, all critical processes 
were documented by also using videos, pictures, and so on. The team 
members believed they were 'creating history' and were therefore eager to 
conserve as much as possible for future projects and different teams. 

5.6.4 Conclusion 

This case study illustrates how an essential product concept and related 
tacit marketing knowledge were passed on and refined over three product 
generations. It also shows that the experience of co-creation between the 
product and the customers is crucial and that empathic design (d. also 
4.1.3.2 and 4.1.3.4) to tacitly understand customer needs is vital. Note the 
location and point of time of value creation here. First of all, the value is 
not merely created within the factory or the firm, but in using the 
product, that is, driving the car. But it is even more than that because 
simply driving the car would not be enough. It is about the experience 
the customer has when driving the car, the feeling of Jinba Ittai. When 
the customer feels Jinba Ittai for the first time, the experience and thus 
value is created for the first time. The experience and the value are actu
ally co-created between the customer and the product and it was 
empathic design and knowledge creation and re-creation in Mazda that 
made this possible in the first place. Here, the power of language, of 
images and metaphors to convey customer needs into product concepts 
was very important. Indeed, it is this kind of high-quality tacit knowledge 
- holistic knowledge - that becomes the source of innovation, and skil
fully and empathically applying this knowledge for creativity will finally 
harness real innovation. The importance of the product development 
project leader and his decisive role also need to be pointed out. In fact, he 
served as a knowledge activist as well as a motivator and driver for the 
whole team. This type of project leader in product development has been 
termed 'heavyweight project manager' (or shusa in]apanese) in the litera
ture (Clark and Fujimoto, 1991; Cusumano and Nobeoka, 1998). To sum 
up, the case illustrates the crucial role of tacit knowledge and product 
concepts in product development. It also teaches a lesson in how know
ledge and value co-creation in the knowledge economy come about. 

5.7 Maekawa Manufacturing 

This case study illustrates how knowledge is co-created with customers 
through the co-creation of a joint ba between Maekawa and its 
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customers. It also shows the importance of dose interactions and 
long-term relationships with (key) customers and the sophisticated 
integration of product and service offerings. 

5.7.1 Company information/background 

Maekawa35 Manufacturing's production of industrial freezers and asso
ciated systems began in 1924 and by now it has become one of the 
world's leading companies in industrial refrigeration systems. Since its 
inception, Maekawa has devoted itself to the accumulation of various 
forms of know-how (induding elementary application and production 
technologies), and the creation of new markets by developing new 
products, focusing on customer needs in the food and thermal tech
nology industries (von Krogh, Nonaka, and Ichijo, 1997). In 2000, 
Maekawa's share of the world's industrial refrigerator market was 
approximately 30 per cent and the firm plays an active and important 
role in the food and thermal control fields. Maekawa employs 3000 peo
ple (2250 in Japan and 750 overseas), with fifty-five overseas affiliated 
offices in twenty-eight countries (as of 2006). The freezing systems 
and heat-transfer technologies have been applied to move into various 
sectors in the energy industry. But Maekawa is not simply a machine 
manufacturer, compressor maker, energy consulting firm, or service 
company. Throughout its seventy-year history, it has greatly extended 
the spectrum of its activities to services and technologies in the fields 
of energy, food processing, and extremely low temperatures. Keeping 
in step with the times, Maekawa has developed into a full-service 
organization spanning a wide range of endeavours. Based on its unique 
management philosophy, trial and error research and development 
approach, customer-oriented business activities and, above all, its 
devotion to the spirit of challenge, Maekawa continues to grow and 
prosper, introducing new technologies, new services, and new ideals 
for its customers worldwide. Maekawa is an innovative company and 
has produced, for example, the world's largest compound two-stage 
helium compressor and a helium compressor for producing liquid 
hydrogen fuel (d. also Peltokorpi and Tsuyuki, 2006). 

5.7.2 Knowledge management initiatives/activities in general 

There is basically no formal way of managing knowledge at Maekawa, 
nor is there a knowledge management department or knowledge 
manager. However, the unique project-based structure (see below) and 
their management philosophy strongly encourage the co-creation and 
sharing of knowledge. Research has cited Maekawa as a good example 
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for enabler 2 - manage conversations - and enabler 4 - create the 
right context - (von Krogh, Ichijo, and Nonaka, 2000), as well as 
enabler 3 - mobilizing knowledge activists - (von Kwgh, Nonaka, and 
Ichijo, 1997) of the knowledge enabler framework (Ichijo, 2006b). 
Peltokorpi and Tsuyuki (2006) identified the following set of knowl· 
edge governance mechanisms that Maekawa has created in order to 
promote knowledge processes: consensus·based hierarchy, shared HRM 
practices, performance measures, and output control. Discussing these 
in greater detail wou ld go beyond the scope of this book, however. As 
for HRM practices, the frequent personnel rotation is certainly of par· 
ticular importance for the sharing of tacit knowledge within and across 
the different units of Maekawa. 

5.7.3 Knowledge-based marketing case: knowledge co-creation . 
with customers 

5,7.3,1 Organizational structure 

Maekawa has rearranged its organizational structure several times, from 
a small entrepreneurial organization at the very beginning to a divi· 
sional, then a group-based organization, and finally from 1980 to the 
project-based doppo organization (see below and Figures 5.9 and 5.10) 
of today. This structure is really unique and can be described as a col
lective of many small 'independent companies', Each of these inde
pendent companies consists of about twenty-five employees on average, 
and each of these small companies is established and classified by its 
product and/or market. Maekawa now consists of about eighty such 
corporations in Japan and about forty abroad. Each company either 
serves its local area or focuses on a specific market, for example, food, 
industrial freezers, or energy-related services. In a sense, they are like 
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Figure 5.9 Maekawa's organizational structure with doppos and blocks and 
forming of project teams at Maekawa (from Peltokorpi and Tsuyuki, 2006: 41) 
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Figure 5.10 Markets, dQPpos and blocks (based on Maekawa, 2004: 128) 

small independent venture businesses that constitute the Maekawa 
network. The purpose of this structure is to empower local organ
izations to cater to the specific needs of customers in niche markets as 
autonomous organizations. Each company is completely responsible 
for its own business and is self-sufficient, with a complete set of the 
functions it needs, from design to marketing. This so-called doppo 
structure is based on self-organization, meaning that units are rela
tively free to arrange themselves based on environmental stimuli. 
Doppo is short for dokuritsu hojirJ, meaning ' independent legal entity' . 
While doppos are financially independent, with their own accounting 
statements, the claim can be made that their prosperity and survival 
depend on their ex istence as integrated parts of Maekawa. The objec
tive was to push decisions to where relevant knowledge and informa
tion reside and to increase environmental sensitivity, entrepreneurial 
action, and innovation by creating an organization in which the ideas 
of all employees can be leveraged. 

Several doppos together can form blocks. Blocks are divided either 
by industries or by regions. As a result, they can comprise several dif
ferent markets and the corresponding doppos. Figures 5.9 and 5.10 show 
Maekawa's organizational structure with doppos and blocks. 

In principle, all entities are able to draw o n each other's resources 
based on market needs. New doppos are established based on customer 
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needs and are classified by product and market type, and in some cases, 
projects might become new doppos. Although employees identify them
selves with their doppo, they share similar corporate values, vision, and 
beliefs. In this sense, Maekawa exists as a sort of community or col
lective entity. Indeed, although Maekawa's doppos are basically auto
nomous and self-sufficient, they are not isolated from each other. 
Some share the same office space and members from different doppos 
often spend time together to form informal relationships. Sometimes a 
new project or even a new doppo is created out of such relationships. In 
the end, Maekawa as a whole is a coherent organization with various 
parts organically interacting with each other. 

5.7.3.2 Knowledge co-creation with customers 

There are several cases that vividly highlight Maekawa's way of ba and 
knowledge co-creation with customers. Indeed, conversations with cus
tomers provide an important source of knowledge at Maekawa. At 
Maekawa, people do not ask for statistical data to read market trends. 
What they rely on are interactions with customers. It is not easy, 
however, to transform such interactions into a business plan (von 
Krogh, Ichijo, and Nonaka, 2000: 141-2). The independent corpora
tions or task forces - doppo - are particularly important for Maekawa's 
efforts to develop new products. What makes this structural system 
unique is that the entities involved have more autonomy and author
ity than the standard task force (von Krogh, Ichijo, and Nonaka, 2000: 
193). Customer needs and wants are largely tacit. When any member 
of a Maekawa doppo grasps such tacit knowledge or ha, there is 
in-depth communication and mutual understanding between the cus
tomer and the company, the kind that leads to development of an 
innovative product. As a result, Maekawa acquires tacit knowledge in a 
field through committed interactions with customers. But as such 
interactions cannot be accomplished overnight, employees must gain a 
wide spectrum of knowledge not only about customers' business but 
also all relevant social, economic, and environmental factors the com
pany may be dealing with (von Krogh, Ichijo, and Nonaka, 2000: 197). 

Maekawa focuses on making unique contributions to customers, 
which in turn requires solid understanding of customers' enabling con
texts or ha, which can be achieved only by working closely with them 
so that knowledge will be created, captured, or capitalized on, resulting 
in a kind of 'co-innovation' with customers that depends on sharing 
tacit knowledge. A vivid example of this is the automated chicken 
deboning project (Toridas, see below) in which Maekawa engineers 
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worked with employees at its customers' plants, resulting in such 
co-innovation (von Krogh, Ichijo, and Nonaka, 2000: 196). 

The Toridas Project. The Toridas automated chicken deboning project 
has basically been going on for about twenty-five years now. In the 
early 1980s, in response to increasing labour costs in the industry, 
food-processing companies knew they had to increase the effectiveness 
and efficiency of their processes through automation. One idea that 
arose at Maekawa was to develop an automatic chicken leg deboning 
machine (named Toridas). But the process of chicken deboning is 
based on scarce tacit knowledge held by a small number of expert 
deboners. Maekawa promised to help the industry to increase auto
mation, and selected companies involved in chicken deboning opened 
themselves to this supplier's engineers. These engineers focused for 
several months on chicken deboning, observing how the experts 
worked. After an eight-year development process, drawing heavily on 
the tacit knowledge they had gained of chicken deboning, as well as 
mechatronic and robotic technologies, Maekawa delivered a chicken 
deboning machine that truly fulfilled the expected returns. Toridas 
became one of the greatest commercial successes in its history. Yet now 
that Maekawa has satisfied their needs, its customers are reluctant to 
open themselves to other competitors, and this source of tacit know
ledge is once again beyond the reach of those customers. In such a 
competitive Situation, attempts at substitution become almost imposs
ible (d. von Krogh, Nonaka, and Ichijo, 1997: 481-2; von Krogh, 
Ichijo, and Nonaka, 2000: 76-7). 

The Bread Factory Kaizen Project. This project started in 1997. Customer 
needs in the food (processing) industry had become more and more 
diverse and complicated, which meant that the suppliers had to 
provide more and more customized and flexible solutions. As a result, 
simply selling and installing parts or devices was no longer enough to 
successfully compete in the cost-driven market. For the bread factory 
kaizen project, four different Maekawa blocks joined forces to co
operate not only with each other but also with the customers, with 
whom business relations went back to the 1960s. The customer was a 
long established and renowned maker of European style bread in Japan 
and Maekawa had originally, among others, provided some cooling 
and freezing systems in the 1960s. But Maekawa wanted to enter more 
deeply into the bread-making market and help to improve the whole 
bread-making process. In order to do so, it was first necessary to really 
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understand the process, which meant that Maekawa engineers had to 
learn how to make bread themselves as well. For this reason, Maekawa 
actually asked the customer to teach them how the whole process of 
bread making worked and thus got involved in the factory kaizen project 
through its own initiative. In the end, Maekawa and its customer were 
not only able to improve the process of making bread - achieving better 
flavour at the same time - but also to improve many other processes in 
the factory, including bulk production for wholesale. All of these efforts 
eventually led to a better quality product - tastier bread - at a lower pro
duction cost (d. also Senoo, Akutsu, and Nonaka, 2001; Tsuyuki, 2001a). 

5.7.4 Conclusion 

This case study illustrates how knowledge is co-created with customers 
through the co-creation of a joint ba between Maekawa and its cus
tomers. It also shows the importance of close interactions and long-term 
relationships with (key) customers and the sophisticated integration of 
product and service offerings. As a matter of fact, both the co-creation of 
ba and building close interactions and long-term relationships with cus
tomers are closely related and interdependent. Although this is surely not 
a cause-and-effect relationship, the co-creation of ba - a shared context -
requires and fosters the establishment of close, long-term relationships at 
the same time. Similarly, ba plays an essential role in this process of 
knowledge co-creation between different entities, be it members of a team 
at a single company or different entities of the business ecosystem. In the 
case of Maekawa, the transcendence of organizational boundaries occurs 
both within the company - that is, between the doppos - and between 
Maekawa and its customers. Ba nurtures mutual empathy and under
standing and thus fosters relationships between people and companies, 
for example, between a company and its customers. In the end, this is a 
conditio sine qua non for knowledge and value co-creation in the network 
economy of today. Furthermore, the case once again underlines the 
importance of tacit knowledge and the need for direct interaction and 
face-to-face communication to co-create and share it. The co-creation of 
knowledge and value emerges from relationships and from the ba that is 
co-created between Maekawa and its customers through the long-term 
relationships. To sum up, the case illustrates that no company should be 
seen in isolation in the network economy any more. The co-creation 
of knowledge and value has become crucial in the business ecosystem 
(d. also 4.2.2.2). 



6 
Knowledge-based Marketing: Results 
and Conclusion 

As mentioned in Chapter 5.1, the case studies presented as vivid exam
ples are not necessarily best practices, but rather explanatory practices, 
maybe also offering a first glimpse of 'next practices' (Prahalad and 
Ramaswamy, 2004a) that show how some global leading companies 
are on their way to successfully implementing and leveraging know
ledge-based marketing for competitive advantage. This book has set out 
to explore current - and next - practices and historic circumstances of 
knowledge-based marketing through empirical research - expert inter
views and participant observation - discussion and interaction with 
both scholars and practitioners, as well as a review and analysis of the 
relevant literature. Through action research, by developing a theoreti
cal framework for knowledge-based marketing, and by explaining prac
tical managerial implications, it aims to contribute to both marketing 
theory and practice. 

In the process of conducting and analysing the expert interviews and 
the in-depth case studies of the empirical study, thoughts, ideas, and 
insights from the literature review became interwoven with each other 
and initiated the development of some sort of grounded theory, not 
unlike the grounded theory described by Glaser and Strauss (1967) and 
Strauss and Corbin (1990). Thus, a - still somewhat vague and multi
faceted - picture of knowledge-based approaches to marketing has 
been emerging and reveals that there is a growing perception and 
recognition of the need for knowledge-based marketing but still only a 
few pioneer firms seem to be trying to meet this challenge. 

The 'picture' - that is, the concept - of knowledge-based (approaches 
to) marketing was depicted and discussed in Chapter 4.2. The chapter 
also set out to provide definitions of the terms 'marketing knowledge' 
and 'knowledge-based marketing' and discussed important related 
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issues. In order to illustrate the interweaving of theory and empirical 
insights, case studies of global companies that have successfully adopted 
knowledge-based approaches to marketing were portrayed in Chapter s. 
The case studies were presented in the form of abbreviated vignettes, 
illustrating the essence of each informant company's knowledge-based 
approach. In fact, as they had been conducted as explanatory case 
studies, they were meant to highlight why and how the informant 
companies have adopted and implemented especially distinguished 
knowledge-based approaches to marketing. 

This chapter will complement the 'picture' of knowledge-based mar
keting by discussing and analysing the case studies within the frame
work provided in Chapter 4.2. After the case analyses (section 6.1) a 
first taxonomy of knowledge-based marketing will be provided and dis
cussed (section 6.2). Then, in section 6.3, the role of knowledge and 
knowledge-based approaches in the service-dominant logic for mar
keting will briefly be explored and a knowledge-dominant logic as a 
comprehensive framework of the knowledge-based 'picture' proposed. 

Subsequently, section 6.4 presents the main conclusions of this book, 
section 6.5 briefly puts forward essential managerial implications, 
and section 6.6 looks at the limitations of this book and proposes 
implications for further research. 

6.1 Case anaLyses 

Despite the growing recognition of the need for knowledge-based 
approaches to marketing, there are only a few pioneer firms that are 
already taking or trying to take such an approach (see Kohlbacher, 
Holden, Glisby, and Numic, 2007; Kohlbacher, 2006). However, there are 
already some firms that are facing the challenge of an increasingly global 
business environment with fierce competition, taking up and mastering 
the challenge with the help of knowledge-based marketing. The focus of 
this book is specifically the co-creation of marketing knowledge within 
the firm - for example, between different units, functions, and so on -
and with different entities within the business ecosystem of the firm. 

Following the framework put forward in Chapter 4.2, specifically 
Figure 4.12 - which is reproduced here as Figure 6.1 - I will structure 
the discussion and the analysis of the six explanatory case studies. 

6.1.1 Marketing knowledge co-creation within the firm 

The first type of marketing knowledge co-creation takes place 
within the firm (d. Figure 6.2). Knowledge is - or at least should be -
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----........ , 

Figure 6. 1 Knowledge-based market ing processes (integrated model II ) 
(author's own illustration) 

continuously (co-) created, s hared, transferred, and so on, within a 
company. This involves different departments, business units, sub
sidiaries, and functions. The classic example would be the c reation and 
t ransfer of knowledge between the headquarters and different sub
sidiaries of an MNC. Research on this is not uncommo n and has 
already been cited in this book (for example, Schlegelmilch and Chini, 
2003; Schlegelmilch and Penz, 2002; Simonin, 1999a). However, I assert 

--... "'" 

Figurt 6.2 Marketing knowledge co-creation within the fi rm (author'S own 
illustration) 
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that this alone would be too narrow a view of marketing knowledge 
and knowledge-based marketing processes within a firm, which is why 
I proposed holistic definitions of marketing knowledge and knowledge
based marketing in Chapter 4.2. 

6.1.1.1 Hew[ett-PackardConsu[ting&lntegration (HPCI) 

This case study illustrates how HP CI and specifically HP CI Japan 
leverage a particular form of CoP to create and share both tacit and 
explicit customer and other marketing knowledge. In Chapter 3.S on 
CoPs, we saw that the sharing of expertise and the creation of new 
knowledge, often tacit in nature, are central tenets of a CoP's existence, 
whether they exist as a social gathering or technological network (Lave 
and Wenger, 1991). The sharing of tacit knowledge by and through 
CoPs is by means of storytelling, conversation, coaching, and appren
ticeship provided by CoPs (Wenger, McDermott, and Snyder, 2002). 
As a matter of fact, the sharing of tacit knowledge - socialization - as 
well as its (partial) transformation into explicit knowledge - external
ization - are at the heart of CoPs. This also seems to be in line with 
Nonaka's theory of knowledge-creation, and according to Plaskoff 
(2003: 179), '[c]ommunities provide an enabling context for know
ledge creation'. Indeed, organization structures and systems that pro
vide a context that co-ordinates and motivates action are critical 
elements of the overall knowledge organization (Wenger, McDermott, 
and Snyder, 2002). As a result, the concept of CoPs and the concept of 
ba share significant similarities, while they have important differences 
at the same time (d. Nonaka and Toyama, 2003: 7; d. also Nonaka, 
von Krogh, and Voelpel, 2006). HP CI Japan's learning communities 
are formally referred to as CoPs, but they obviously also provide the 
right context or ba for organizational knowledge creation. This is 
particularly important in the case of highly tacit knowledge about 
and from customers, as well as the experiences of the consultants and 
engineers in the field. This knowledge and these experiences provide 
very valuable feedback on customers, products, and services and help 
to further improve HP CI's value propositions. 

Indeed, as shown above, critically important knowledge resides in 
the workplace, namely at the 'front lines' of the company (Yasumuro 
and Westney, 2001: 178) and most of this 'local' knowledge will be 
highly tacit (d. also Yanow, 2004). In Japan these front lines are fre
quently referred to as gemba, which can be loosely translated as 'the 
actual spot or place', and according to Womack and Jones (200Sb: 19) 
it is 'the Japanese word for the place in the office or factory where the 
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real work is done'. Obviously, in HP CI's trade, a lot of knowledge is 
co-created at the gemba, the front lines of the company. Consultants 
and field engineers co-create new knowledge through interaction and 
teamwork among themselves, but most importantly, through inter
action and co-operation with them they also co-create knowledge with 
customers. The learning communities then provide the ba to share this 
co-created knowledge and co-create at the same time new knowledge 
from the different experiences of their peers. 

To sum up, the location of knowledge co-creation in the HP CI case 
is within the firm and the main co-creators of knowledge are HP CI's 
consultants and field engineers. The main type of marketing know
ledge that is co-created and shared is customer knowledge (knowledge 
both from and about customers, as well as knowledge to support cus
tomers) and product and service knowledge. Finally, the marketing 
process in question here is CRM and the main method used for know
ledge co-creation and sharing is CoPs (see Figure 6.3). 

6.1.1.2 Schindler Elevator 

This case study illustrates how Schindler Elevator took a knowledge
based approach to marketing in launching a new escalator product in 
Asian markets and effectively co-created and transferred both explicit 
and tacit knowledge between the Competence Centre Escalators in 
Vienna and Asia-Pacific headquarters in Hong Kong. 

The Schindler case shows that even for a large MNC with its vast 
network of subsidiaries that are well connected bye-mail, intranet, 
databases, telephone, and video conferences, the sharing of tacit know
ledge on a personal level is still a very reasonable or even indispensable 
approach. Schindler also realized that transferring knowledge one way 

Location of Main co- Main type of Marketing Knowledge co-
knowledge creators of marketing knowledge process creation method 
co-creation knowledge 

Within the Consultants, 
Customer knowledge, 

CRM CoP product and service 
firm field engineers knowledge 

Figure 6.3 Marketing knowledge co-creation at HP CI Japan 
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is not enough and that knowledge needs to flow freely both ways - in 
this case between the Competence Centre and subsidiaries and be
tween master trainers and sales and marketing staff - to enable the 
creation of new knowledge that can lead to competitive advantage. 
This can be interpreted as the Swiss multinational's managing to com
bine both a codification and a personalization strategy for its marketing 
knowledge management. This is actually in contrast to Hansen, Nohria, 
and Tierney's (1999) recommendation to stick to either one of the two 
strategies (d. also Umemoto, 2002). In fact, Schindler demonstrated 
how successfully combining a codification and personalization strategy 
as the approaches for sharing both tacit and explicit knowledge res
pectively, turned out to complement each other perfectly. However, it 
is also obvious that the personalization strategy is taken up only tem
porarily for major events like the market introduction of a new product 
(or a customer survey project in a different case), while the codification 
strategy of making all explicit knowledge and information available in 
a structured form via the intranet portal is long-term and continuous. 

Moreover, Schindler also managed to combine two other important 
strategies, namely marketing exploitation and exploration strategies. 
As discussed in Chapter 4.2, both knowledge exploitation and know
ledge exploration are indispensable for a company to increase its 
competitive advantage and 'market-oriented firms can gain important 
bottom-line benefits from pursuing high levels of both strategies in 
product development' (Kyriakopoulos and Moorman, 2004: 234). In 
the case of Schindler, knowledge exploitation took place when existing 
knowledge was shared commonly in the training workshops and on 
the intranet. On the other hand, knowledge exploration was trig
gered by the exhaustive discussions and by the feedback from the 
subsidiaries' staff and led to the creation of new knowledge for future 
product development. 

Furthermore, in the case of Schindler, a new knowledge sharing and 
transfer hub was created at the Asia-Pacific headquarters in Hong Kong 
by temporarily dispatching experts from the Competence Centre in 
Vienna. They not only transferred their own expert knowledge as 
knowledge activists but also served as knowledge brokers36 to enable 
and arrange the flow of knowledge between different subsidiaries in 
the Asia-Pacific region and headquarters. Using this approach, Schindler 
was able to facilitate value creation within the firm, a task for which 
marketing functions are highly dependent on knowledge transfer within 
the organization (Schlegelmilch and Chini, 2003). Besides, as will be 
recalled '[m]arket knowledge is not fully captured in a usable form 
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until the lessons and insights are transferred beyond those who gained 
the experience' (Day, 1994b: 23) and thus, by enabling and fostering 
the multilateral transfer and sharing of knowledge, Schindler made 
sure that its market and marketing knowledge could be captured and 
added to its corporate knowledge base. 

To sum up, the location of marketing knowledge co-creation in the 
Schindler case was within the firm, but between different subsidiaries, 
specifically between the Competence Centre Escalators in Vienna, Asia
Pacific headquarters in Hong Kong, and local subsidiaries in Asia. The 
main co-creators of knowledge were the product managers (called 
product line managers at Schindler), marketing and salespeople, as well 
as field engineers, with the main type of knowledge being product and 
service knowledge. The marketing process involved was market intro
dUction/product launch, which can be seen as located somewhere 
between PDM and CRM. Finally, the main method for knowledge 
co-creation was the dispatching of experts and their interaction with 
local staff at work in general, as well as during marketing workshops in 
particular (see Figure 6.4). 

6. 7. 7.3 Siemens 

This case study presents a recently launched company-wide cross
selling and marketing knowledge sharing initiative in Siemens and 
illustrates how cross-functional, cross-divisional, and cross-regional 
collaboration is leveraged for value and knowledge co-creation, resulting 
in superior value propositions to customers. 

Location of Main co-
Main type of Marketing Knowledge co-

knowledge creators of 
marketing knowledge process creation method 

co-creation knowledge 

Within the Product 
firm; managers, 

between marketing Product and service PDM, CRM Dispatching of 
different managers, sales knowledge; marketing experts, 

subsidiaries managers, sales knowledge in general workshops 
people and field 

engineers 

Figure 6.4 Marketing knowledge co-creation at Schindler Elevator 
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In order to be successful, the Siemens One initiative had to adopt a 
knowledge-based approach to marketing. Therefore, CRM activities, 
account planning, sector development, and co-creation with cus
tomers are essential pillars that back up the Siemens Customer Focus 
programmeY Senn (2006), for example, has discussed Siemens' ap
proach to CRM including the Top Executive Relationship Programme 
whose purpose is to foster the relationship with strategic key accounts 
through personal interaction at the top management level. Indeed, the 
starting point and centre of Siemens' approach to knowledge-based 
marketing is its 'customer focus programme' and the resulting cus
tomer-focused organizational structure. As mentioned in Chapter 5.4.4, 
Siemens One is a very comprehensive case of knowledge-based market
ing in action as it not only spans the boundaries of different business 
divisions within the MNC but also transcends the boundaries of the 
firm and involves customers, partners, and so on. 

Writing about fifteen years ago, Achrol (1991: 80) already argued 
that 'the firm of the future will need to be very permeable across its 
departments' and that 'to be effective, individuals will need to be 
skilled in lateral relations - in cooperating and winning cooperation, 
in assembling and reorganizing the right groups of talent around 
problems and solutions'. In fact, there is a cost to this functional 
specialization, which is 'the development of silos of information where 
information is isolated and is principally contained in those same 
functional areas' (Grieves, 2006: 66). As a result, cross-functional teams 
or multifunctional teams and the resulting knowledge integrations 
(Clark and Fujimoto, 1990; Natter, Mild, Feuerstein, Dorffner, and 
Taudes, 2001: 1030) have become core issues - specifically in product 
development - and also led to the visions of 'One Company' (Grieves, 
2006: 235), as can be seen in the case of the Siemens One initiative. In 
fact, the rise of teamwork together with the loss in importance of func
tional boundaries has been attributed to the need to create new knowl
edge within the firm (Sinkula, 1994; Slater and Narver, 1995), to share 
information across functional boundaries Qaworski and Kohli, 1993; 
Narver and Slater, 1990), and last but not least to respond more rapidly 
to changes in the market (Achrol, 1997; Griffin, 1997), all of which are 
important steps in the evolution towards a customer-focused marketing 
organization (Homburg, Workman, and Jensen, 2000). 

An important initiative to foster and drive the customer focus is the 
implementation of the Siemens One organization. One of its main 
goals is to enable and harness cross-group - that is, between different 
business units at Siemens - and cross-regional (or cross-country) col-
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laboration and to act as one Siemens in the market, namely to just 
show one face to the customer. In fact, the focus of the Siemens One 
approach is the establishment of a strategic relationship with certain 
clients and the provision of solutions for selected market segments, 
such as airports, hospitals, and stadiums. These activities are supported 
by the implementation or reinforcement of KAM (d. also Homburg, 
Workman, and Jensen, 2000; Senn, 2006; Wengler, Ehret, and Saab, 
2006) and sector approaches. Besides, a persistent service-orientation 
and added-value by bundling and integration of its products and ser
vices also help to drive and promote Siemens' endeavours to become a 
customer-focused marketing organization. Leveraging cross-group and 
cross-regional collaboration and synergies, providing value-added by 
offering bundled or integrated solutions is not only believed to attract 
and win new customers but also to enable cross-selling to existing 
customers as well. 

To sum up, the location of marketing knowledge co-creation in the 
Siemens case is basically within the firm, between different depart
ments, business units, and subsidiaries. The main co-creators of know
ledge are product managers, marketing managers, and salespeople, and 
the main type of marketing knowledge is customer knowledge, but also 
product and service knowledge. The main marketing process involved 
is CRM and the main methods of knowledge co-creation are cross
functional and cross-divisional workshops (for example, Account 
Planning Process Plus, APP+) and the cross-functional and cross
divisional teams and their collaboration in general (Figure 6.5). 

Location of Main co-
Main type of Marketing Knowledge co-

knowledge creators of marketing knowledge process creation method 
co-creation knowledge 

Within the Product 
firm; managers, 

Workshops, between marketing Customer knowledge, cross-divisional different managers, sales product and service CRM and cross-business managers, sales knowledge functional teams units and people 
subsidiaries 

Figure 6.5 Marketing knowledge co-creation at Siemens 
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6.1.2 Marketing knowledge co-creation with competitors, 
suppliers, and partners 

The second type of marketing knowledge co-creation takes place 
between the firm and certain stakeholders in its business ecosystem 
(ct. Figure 6.6). Knowledge is not only - or at least should not be - con
tinuously (co-)created, shared, transferred, and so on, but also with 
other entities outside a company. This involves, for example, competi
tors, suppliers, and partners (customers will be dealt with below, 6.1.3). 
The explanatory case below shows how Toyota strategically co-creates 
knowledge with a competitor, but Toyota is also known for the know
ledge creation and sharing within its supplier system (d. also 6.2). 

6.1.2.1 Toyota Motor Corporation/Toyota Peugeot Citroen Automobile 
Czech (TPCA) 

This case study illustrates how Toyota leverages marketing knowledge 
through a JV with a competitor in order to expand its business in 
Europe and crack the East European market and also co-creates new 
knowledge with the alliance partner. It depicts the case of Toyota's 
effort to expand and reinforce its presence and sales in Europe, espe
cially in the emerging economies of Eastern Europe. Here, Toyota's 
approach to exploitation and exploration of marketing knowledge was 
implemented by joining forces with a major player in the European 
automotive industry. 

--oIl;he Firm --
Figure 6.6 Marketing knowledge co-creation with competitors, suppliers, and 
partners (author's own illustration) 
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Recently, Toyota's knowledge creation in automotive development 
has changed from creating new knowledge in Japan and transferring it 
from headquarters to subsidiaries and affiliations around the globe to a 
focus on creating knowledge in foreign markets by local staff (ct., for 
example, Ichijo and Kohlbacher, 2006b, 2007). With its new strategy 
of 'learn local, act global' for international business development, 
Toyota proved successful in tapping rich local knowledge bases, thus 
ensuring its competitive edge and global lead in the automotive indus
try. TPCA has provided a fast, cost-efficient response to market demand 
through the sharing of expertise and experience. As shown above, 
leveraging synergies and fostering mutual knowledge sharing and 
creation between the two partners are two of the most important goals 
and merits of this strategic alliance. As a consequence, it is probably 
safe to say that Toyota has made the leap from simply being a global 
projector to a truly metanational company and this going beyond 
transnational strategy has been identified as especially crucial for enter
ing emerging markets (London and Hart, 2004). 

The collaboration with PSA is expected to result in mutual learning 
and other advantages for Toyota's European operation and its strategy 
of using external, local resources (Ando, 2005). This attempt by organ
izations to realize their objectives through co-operation with other 
organizations rather than in competition with them is called 'co
operative strategy' (Child, Faulkner, and Tallman, 2005) and as Simonin 
(1999a: 485-6) notes, as we enter 'a marketing era characterized by 
globalizing marketplaces and by the necessity to both rapidly develop 
and effectively protect core competencies, international strategic 
alliances are becoming even more critical for companies to sustain 
competitive advantage'. As for the TPCA case, Toyota considers this 
collaboration as one of its efforts to meet consumer demand for low
cost, fuel-efficient, and environment-friendly vehicles and believes 
that co-operating with PSA will provide a capable response to the 
expanding small passenger car market. 

Furthermore, by conSistently following its 'learn local, act global' 
strategy, Toyota is feeding back newly created and acquired knowledge 
to its headquarters and spreading it also to other subunits. Indeed, in 
Toyota's continuous learning system, '[t]ough analysis, reflection, and 
communication of lessons learned are central to improvement as is the 
discipline to standardize the best-known practices' (Liker, 2004: xvi). 
As shown above, critically important knowledge resides in the work
place, namely at the 'front lines' of the company (Yasumuro and 
Westney, 2001: 178) and most of this 'local' knowledge will be highly 
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tacit (cf. also Yanow, 2004). Toyota's principle of genchi genbutsu and 
the role of gemba are critical in this context. According to Liker (2004: 
224, original emphasis), the 'first step of any problem-solving process, 
development of a new product, or evaluation of an associate's per
formance is grasping the actual situation, which requires "going to 
gemba"'. In the case of TPCA, this kind of critically important know
ledge will be created at the front lines and gem bas of the ]V, through 
the interaction of the partners, but also through interaction with sup
pliers and customers. The process of co-creation and transfer of know
ledge between Toyota and PSA expatriates, as well as with local staff, 
will be crucial for the success of the ]V. Indeed, the way Toyota and 
PSA divided up roles and responsibilities shows that TPCA is a true 
co-operation and really managed jointly by both partners. This way, 
interaction and direct communication between staff dispatched from 
both parents are high and thus may be assumed to offer superior 
opportunities for knowledge (co-)creation and sharing, as well as for 
mutual learning. 

As the IMV project and the TPCA case have illustrated, Toyota can be 
seen as a firm with a strong market orientation, possessing 'the basis 
for rapid adaptation to customers' manifest and latent needs, which 
may translate into superior new product success, profitability, market 
share, and, perhaps, sustainable competitive advantage' (Baker and 
Sinkula, 200S: 483). Hence, we can conclude that Toyota has success
fully implemented knowledge-based marketing. 

To sum up, the main location of marketing knowledge co-creation in 
the Toyota case was between competitors and the main co-creators of 
knowledge were product, marketing, and other middle and top man
agers. The main type of knowledge co-created was supplier, product, 
and production knowledge. The main marketing processes involved 
were PDM, SCM, but also partly market research and CRM. Finally, the 
knowledge co-creation method was the formation of a ]V, namely a 
strategic alliance and the direct interaction between the two partners 
(Figure 6.7). 

6.1.3 Marketing knowledge co-creation with customers 

Finally, the third type of marketing knowledge co-creation takes 
place between the firm and a particularly essential stakeholder in 
its business ecosystem (cf. Figure 6.8). This stakeholder is of course 
the customer. The two explanatory case studies - Mazda Motor Cor
poration and Maekawa Manufacturing - tried to illustrate this in 
greater detail. 
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Location of Main ca- Main type of Marketing Knowledge 
knowledge creators of marketing process co-creatlon 
co-creatlon knowledge knowledge method 

Product 
Between managers, Supplier knowiedge, 

competitors mameling product knowledge, POM,SCM, 
managers, production knowledge, mamet JV/strategic 
and other mameting knowledge research alliance 
middle and in general CAM 

to, 
managers 

Figure 6.7 Marketing knowledge co-creation at ToyotarrpCA 

6_ 1. 3. 1 Mazda Motor Corporation 

This case study illustrates how an essential product concept and related 
tacit marketing knowledge were passed on and refined over three 
product generatio ns_ It also shows that the experience of co-creation 
between the product and the customers is crucial and that empathic 
design to taCitly understand customer needs is vital. 

As we have seen in the case study, developing, disseminating, and 
implementing a unique concept is an essential step in product develop-

0/ the Finn 

~ -........., 

Figure 6.8 Marketing knowledge co-creation with customers (author's own 
illustration) 
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ment. But these concepts usually tend to be highly tacit and as such 
difficult to transfer to others. Indeed, especially in the concept develop
ment stage, it is critical to articulate images rooted in taut knowledge and 
meaningful information arises as a result of the conversion of taut know
ledge into articulable knowledge (Nonaka, 1990a). Explaining the process 
of externalization of tacit knowledge into explicit knowledge, Nonaka 
and Takeuchi (1995: 64-5) maintain that a 'frequently used method to 
create a concept is to combine deduction and induction' and highlight 
the example of Mazda, which combined these two reasoning methods 
when it developed the new RX-7 concept. In fact, as Nonaka and Toyama 
(2003) argue, abduction or retroduction might be even more effective 
than induction or deduction to make a hidden concept or mechanism 
explicit out of accumulated taut knowledge. In the roadster case, the use 
of symbolic language and the metaphorical concept of Jinba Ittai proved 
essential for the success of the car for generations. 

Metaphors - like Jinba Ittai and 'lots of fun' - can also be used 
for identifying and learning about customer needs, as shown in 
Chapter 4.1.3.2. Using the fishbone chart and discussing the concept 
on the basis of the interpretations from the concept catalogue were 
helpful measures for an externalization of the tacit concept. As dis
cussed in Chapters 4.1.3.2 and 4.1.3.4, this way of capturing customer 
needs and translating them into a product concept has been termed 
'empathic design'. The product development team was indeed able to 
capture customer needs and translate them into a successful product 
concept because of their capacity to leverage even tacit customer needs 
and knowledge and achieve a high level of experience co-creation 
between the customers and the product. Obviously, Hirai and Kijima 
are real masters of empathic design. Kansei engineering is an especially 
useful tool in this respect. For example, Mazda tested over 150 poten
tial tunings for the roadster's exhaust system, which was done to 
match the sound of the MX-5 to the customer's perceived idea of what 
a roadster should sound like. Indeed, it is exactly these 'unexpected 
touches of quality that go beyond the obvious' and meticulousness 
(Hodock, 1990: 7; Kotler, Jatusripitak, and Maesincee, 1997: 352), as 
well as the role of sensation and aesthetic experiences which are 
important for knowledge-based marketing and innovation. 

Transferring and refining - and thus recreating - the concept of 
Jinba Ittai, as well as the technique of Kansei engineering was funda
mental to the success of the Mazda roadster. In fact, as Herbig and 
Jacobs (1996: 66-7) have pointed out, 'Japanese innovation refers to 
the application, the refinement of an idea', and '[i]deas from many 
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people are gathered, assimilated, and squeezed into a new product or 
solution'. This is also exactly what happened in the case study. This 
is a very important point as it shows that time and experience play 
an important role. As Cusumano and Nobeoka (1998: 176) put it: 
'Engineers need to learn how to do this kind of design work through 
experience, and what they need to do may vary widely from project to 
project. It is difficult to write down or codify this type of knowledge.' 

The development of the first-generation roadster can certainly be 
seen as a radical innovation. At that time, nobody saw a market and 
business opportunity for a lightweight sports car. But the Mazda road
ster turned out to be an outstanding success and it created and opened 
up a whole new market for Mazda. In the terminology of Kim and 
Mauborgne (200S; 1999) the innovation can also be interpreted as a 
'value innovation'. Instead of trying to outperform competitors through 
better quality or new technological features, and so on, value inno
vation 'makes the competition irrelevant by offering fundamentally 
new and superior buyer value in existing markets and by enabling 
a quantum leap in buyer value to create new markets' (Kim and 
Mauborgne, 1999: 43). With the development of the roadster, Mazda 
managed to 'break out of the competitive and imitative trap' (ibid.). 

Finally, according to Prahalad and Ramaswamy (2003), the value of 
products or services is in the co-creation experience that stems from the 
customer's interaction with the product and/or the firm (ct. also Prahalad 
and Ramaswamy, 2004a). In the case of the roadster, the value for the 
customer is created when he/she actually drives the car and feels and 
experiences both 'lots of fun' and Jinba Ittai. 38 Indeed, innovations in the 
knowledge economy can also be seen as co-creations of experiences with 
customers (for example, Prahalad and Ramaswamy, 2003, 2004a). 

To sum up, the location of marketing knowledge co-creation in the 
Mazda case was within the firm - specifically in the PDM process - but 
also between the firm and its customers. The main co-creators of know
ledge were product managers and managers and engineers involved in 
product development, with the main type of marketing knowledge co
created being customer and product knowledge - specifically product 
concepts. The main marketing processes involved were PDM and market 
research, in a broader sense maybe even CRM. The main method of 
knowledge co-creation can be summarized as empathic design (Figure 6.9). 

6.1.3.2 Maekawa Manufacturing 

This case study illustrates how knowledge is co-created with customers 
through the co-creation of a joint ba between Maekawa and its cus-
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Location of Main co- Main type of Marketing Knowledge 
knowledge creators of marketing process co-creation 
co-creation knowledge knowledge method 

Product 
Within firm, managers, Customer knowledge, PDM, market 

with product product knowledge research, 
Empathic design 

customers development CRM 
engineers 

Figure 6.9 Marketing knowledge co-creation at Mazda 

tomers. It also shows the importance of close interactions and long
term relationships with (key) customers and the sophisticated inte
gration of product and service offerings. 

Maekawa Manufacturing Ltd. - famous for its decentralized structures 
and project-based management approach (for example, Peltokorpi and 
Tsuyuki, 2006; Senoo, Akutsu, and Nonaka, 2001) - found that producing 
and selling industrial parts is no longer enough. Through co-creation of 
common contexts and knowledge with its customers it was able to com
bine its products with its process knowledge to offer an integrated service, 
including consulting, which means that Maekawa has transformed itself 
from a supplier of physical products and parts to a provider of compre
hensive solutions. However, they do not simply offer pre-defined 
processes and manufacturing models, but actively co-create the solutions 
together with their customers (d. also Maekawa, 2004; Tsuyuki, 2001a), 
an achievement that helped them to escape the red oceans of cut-throat 
competition and create new market space (blue ocean), yet 'untainted by 
competition' (Kim and Mauborgne, 2004: 77; d. also Kim and Mauborgne, 
200S). Maekawa indeed has an explicit philosophy of mu-kyoso, 'no
competition', as they believe that it is necessary 'to go one's own 
way' and 'ignore the competition'. This is also manifested in some of 
Maekawa's publications, most prominently 'From Competition to Co
creation' (Shimizu and Maekawa, 1998). This is consistent with Prahalad 
and Ramaswamy's (2004a: 12, original emphasis) argument that the com
petition needs to be made 'irrelevant' and that the future of competition 
'lies in an altogether new approach to value creation, based on an indi
vidual-centered co-creation of value between consumers and companies'. 

Engineers at Maekawa's independent corporations - doppo - are there
fore strongly encouraged to develop an ability to talk with customers. 
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This is considered an indispensable aspect of their participation in that 
enabling context. Engineers who can recognize the technical needs of 
customers by observing their production lines with them are trusted 
more than those focusing only on technical specifications (ct. also von 
Krogh, Ichijo, and Nonaka, 2000: 198). These direct interactions and 
the trust are absolutely necessary in co-creating and nurturing a shared 
context or ba between Maekawa and its customers. Moreover, as 
Maekawa aims at building and sustaining relationships with its cus
tomers long-term rather than merely seeking short-term financial 
profit, these shared contexts with customers grow and are fostered over 
time. Establishing long-term relationships, mutual trust, and joint bas 

enables effective co-operation and teamwork between Maekawa and its 
customers and at the same time harnesses the co-creation and sharing 
of knowledge. As a matter of fact, both the co-creation of ba and build
ing close interactions and long-term relationships with customers 
are closely related and interdependent. Although this is not a cause
and-effect relationship, the co-creation of ba - a shared context -
requires and fosters the establishment of close, long-term relationships 
at the same time. Here, the co-creation of ba means that ba is not only 
created and established within one organization, but actively and jointly 
created together with and between organizations, specifically Maekawa 
and its customers. 

As mentioned in Chapter 3.4.1, Nonaka, Toyama, and Nagata (2000) 
distinguish between four different types of ba. As the co-creation of 
knowledge and value between Maekawa and its customers is deeply 
rooted in tacit knowledge and face-to-face communication and inter
action, the types of ba in question are obviously 'originating ba' and 
'dialoguing ba', which are defined by individual or collective and face
to-face interactions respectively. However, even though the distinction 
of the four types of ba is theoretically and analytically possible, in 
reality the distinction is difficult and there will rather be a mix of dif
ferent bas and the bas will constantly switch between the different 
types in the course of time. 

This way of collaborating with customers to create superior service 
and innovation leads at the same time to the co-creation of a vast 
amount of - often very tacit - product and service knowledge but also 
knowledge from and about customers, as well as obviously knowledge 
to support customers. This knowledge is utilized and refined over years 
in long-term relationships with a customer, but it can also often be 
applied to projects with other customers as well. Besides, collaborating 
with their customers means also to think beyond them and also about 
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Figure 6.10 Marketing knowledge co-creation at Maekawa 

the customers' customers. As a result, the co-created customer know
ledge also includes knowledge about, from, and to support customers' 
customers. Indeed, Maekawa is not only concerned about the quality 
of its own products and services but also about that of its customers. 
This is a very special and important value proposition. 

To sum up, the main location of marketing knowledge co-creation in 
the Maekawa case was with customers and the main co-creators of 
knowledge are field engineers. The main type of marketing knowledge 
co-created is customer, product, and service knowledge. The marketing 
processes involved are CRM and PDM and the main method of know
ledge co-creation is the co-creation of a joint ba (Figure 6.10). 

6.2 Summary: a taxonomy of knowledge-based marketing 

As mentioned at the beginning of Chapter 5, the six explanatory case 
studies of knowledge-based approaches to marketing that are presented 
and discussed in this book show how things could and can be done 
differently in two senses. First, the six companies have consciously 
opted to pursue knowledge-based approaches to marketing and thus 
act differently from many of their competitors. And second, the ap
proaches of the six companies - despite some similarities - also differ 
from each other and thus offer insights on different knowledge-based 
strategies. This can be summarized as follows (see also Figure 6.11). 

(1) The HP CI case vividly illustrates the significance of tacit know
ledge from gemba or the front line of the company. Knowledge is 
shared and co-created in a shared context or ba, in this case the 
so-called learning communities. It highlights also the importance 
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of knowledge from, about, and to support customers as a sine qua 
non to provide superior service and value propositions. 

(2) The Schindler case illustrates the exploitation and exploration 
of marketing knowledge by combining both a personalization and 
a codification strategy in a new product market introduction 
project. The focus here is on the collaboration and effective 
communication - but also the co-creation - of both tacit and ex
plicit marketing knowledge between headquarters (that is, the 
Competence Centre Escalators in Vienna and Asia Pacific head
quarters in Hong Kong) and subsidiaries (for example, Japan, 
China, other Asian countries, and so on) and between subsidiaries 
and thus goes far beyond what Dixon (2000) has termed 'strategic 
transfer' (d. also Chapter 3.6). 

(3) In a similar vein, the Siemens case shows how important (mar
keting) information and knowledge is collected, co-created, shared, 
and applied both across business units and also across subsidiaries 
or regions/countries. It takes the approach a step further through 
its customer focus and KAM approach, which includes direct inter
action and co-creation of knowledge with customers. As mentioned 
above, it is therefore a very comprehensive case of knowledge
based marketing which actually goes far beyond the focus on mar
keting knowledge co-creation within the firm presented in this 
book. 

(4) The Toyota case has illustrated the importance of the co-creation 
of knowledge with competitors, especially when entering new and 
as yet rather unexplored markets. Here mutual learning and know
ledge co-creation not only boost the performance of the strategic 
alliance, but lessons learned can also be transferred and imple
mented at the respective headquarters and other subsidiaries. 

(5) The Mazda case has depicted the necessity to empathize with cus
tomers and to directly 'experience' their needs. This gained tacit 
knowledge then needs to be translated or externalized into explicit 
knowledge and product concepts, for example, with the help of 
metaphors. Thus, this case also shows the importance of language 
for knowledge creation, as well as the critical issue of re-creating 
and refining tacit knowledge over time. Last but not least, it also 
highlights the significance of value co-creation with customers. 

(6) The Maekawa case shows the importance of co-creating shared 
contexts or bas with customers and of establishing and nurturing 
long-term relationships with them. Consequently, the mutual 
understanding and co-creation of tacit knowledge is crucial for 
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Informant company Approach Main co-creator(s) Classification 

Intra-firm knowledge Local staff/front-line Intra-firm 
HPCI co-creation and employees co-creation 

sharing: CoPs 

Intra-firm knowledge Local staff Intra-firm 
Schindler Elevator creation and sharing: co-creation 

inter-subsidiary 

Intra-firm knowledge Local staff (in 
Siemens creation and sharing: different countries Intra-firm 

inter-divisional and and different co-creation 
inter-regional business dividions) 

Inter-organizational 
ToyotalTPCA knowledge creation Competitor Competitor co-

and sharing creation 

Intra-firm knowledge Local staff (product Intra-firm 
Mazda creation and sharing; development team co-creation; 

Value co-creation members) customer 
with customers co-creation 

Inter-organizational Local staff/front-line Customer 
Maekawa knowledge creation employees co-creation 

and sharing 

Figure 6.11 Summary: a taxonomy of knowledge-based marketing 
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creating superior solutions and value jointly in the business eco
system of a firm. 

Specifically Chapters 4, 5, and 6 were meant to answer the research 
question posed in Chapter 2.2: What is knowledge-based marketing and 
which types and patterns of marketing knowledge co-creation within MNCs 
can be identified? 

Indeed, Chapter 4 has provided both a definition and a conceptual 
framework of knowledge-based marketing and different types and pat
terns of marketing knowledge co-creation, and Chapters 5 and 6 have 
illustrated and discussed this with the help of real-life examples from 
the corporate world. The summary of this chapter now provides a 
taxonomy of knowledge-based marketing as it was identified in the 
empirical research project underlying this book. Similar to Dixon's 
(2000: 143) conclusion that '(I) there are many, very different ways to 
transfer knowledge, and (2) knowledge is transferred most effectively 
when the transfer process "fits" the knowledge being transferred' (see 
also Chapter 3.6), one answer to the research question could be that 
there are many, very different ways - types and patterns - of marketing 
knowledge co-creation within MNCs and marketing knowledge is co
created most effectively when the co-creation process - or the way of 
co-creation - fits the knowledge being transferred and the circum
stances of the company. This book has identified three different basic 
patterns - co-creation within the MNC, co-creation with competitors, 
suppliers, and partners, and co-creation with customers - and has 
provided six different exemplifying case studies for these. The impor
tant results here are not necessarily the ways of co-creation and how 
they can be compared, but rather the fact that co-creation of knowl
edge and value in the business ecosystem is crucially important, with 
the identified cases serving as guiding real-life examples of how know
ledge-based firms do it in practice. Concerning the two sub-questions 
What is marketing knowledge? and What is its role in marketing and how is 
it created and managed? the former has been answered in Chapter 4.1.2 
and particularly 4.2.1, and further illustrated by the case studies. The 
latter has equally been explored and answered in Chapter 4.2 - par
ticularly sections 4.2.2 and 4.2.3 - and through the case studies 
and their discussion. The four conclusions in section 6.4 below also 
highlight the main findings and results from this research project. 

As discussed in the Appendix, the case studies were sampled and 
selected as critical cases that show different types of knowledge-based 
approaches to marketing. But obviously there seem to exist a large 
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variety of such approaches, not just six. Besides, the cases or types/ 
patterns are by no means mutually exclusive of each other. It was just 
for the sake of structure and clarity that the six explanatory cases were 
meant to exemplify one single, typical approach. As also shown in 
Chapter 4.2, firms should engage in marketing knowledge co-creation 
not only within their own boundaries but also with other entities within 
the business ecosystem. The informant companies in this research 
project do so, too. Siemens Japan, for example, engages in co-creation 
of knowledge with business partners (for example, Marubeni) and 
competitors or other firms through JVs (for example, Yaskawa, NEC, 
Fujitsu, and so on). 

Moreover, learning in the automotive industry has frequently been 
a research topic by itself (ct., for example, West, 2000) and cases of 
alliances are abundant as well (ct., for example, Doz and Hamel, 1998; 
Ghosn, 2002; Inkpen and Ramaswamy, 2006). Especially the]V be
tween Toyota and GM - New United Motor Manufacturing, NUMMI -
has already become legendary and has repeatedly been discussed 
(cf., for example, Badaracco, 1991; Inkpen, 2005; O'Reilly III and Pfeffer, 
2000, to name just a few). In Chapter 4.1.3.1 we looked at knowledge 
co-creating with suppliers. In the automotive sector, the keiretsu struc
turing of supplier relations 'historically enabled Japanese auto assem
blers to remain lean and flexible while enjoying a level of control over 
supply akin to that of vertical integration' and the '[hJigh trust, long
term cooperation between assemblers and their suppliers has made 
possible reductions in new model development time in the Japanese 
auto industry' (Ahmadjian and Lincoln, 2001: 683). Dyer and Nobeoka 
(2000: 346) further note that 'Toyota and other leading Japanese 
automakers (notably Honda) have developed bilateral and multilateral 
knowledge-sharing routines with suppliers that result in superior 
interorganizational or network-level learning.' This seems to be con
sistent with Fujimoto's (1999) view that Toyota's competitive edge 
comes in part from its ability to work with a set of independent sup
pliers to create knowledge (ct. also Dyer and Hatch, 2004; Dyer and 
Nobeoka, 2000; Evans and Wolf, 2005; Liker, 2004; Liker and Choi, 
2004). Dyer and Hatch (2004: 58, original emphasis), for example, 
found that 'the company has developed an infrastructure and a variety 
of interorganizational processes that facilitate the transfer of both 
explicit and tacit knowledge within its supplier network', and Wenger, 
McDermott, and Snyden (2002) also point out Toyota's communities 
in business-to-business clusters, such as their supplier networks. Yet, 
even though Dyer and Nobeoka (2000: 347) contend that 'Toyota's 
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"network" appears to be highly effective at facilitating interfirm know
ledge transfers and may be a model for the future', they have to admit 
that 'at present the collaborative process used by Toyota to facilitate 
these transfers is somewhat of a black box'. 

However, creating knowledge just for the sake of creating it will most 
likely not lead to sustainable competitive advantage. Knowledge-based 
management and the process of knowledge creation must aim at gen
erating innovation and as a result higher value propositions to the 
firm's environment, specifically its customers but also all other stake
holders. Besides, particularly in the case of JV and alliances, even 
though '[t]he formation of an alliance is an acknowledgement that an 
alliance partner has useful knowledge' (Inkpen, 1998: 71), this does not 
necessarily lead to mutually beneficial learning and knowledge (co-) 
creation. Indeed, Hamel's (1991) 'learning race' has become well 
known and so has the distinction between 'learning alliances' and 
'co specialization alliances' (Mowery, Oxley, and Silverman, 2002). 
These two learning situations within an alliance have also been termed 
'collaborative learning' - based on an underlying spirit of collaboration 
between the partners - and 'competitive learning' - based on an under
lying attitude of competition between them (Child, Faulkner, and 
Tallman, 2005). The same is basically also true for knowledge co
creation within a firm or with other entities in the business ecosystem. 

6.3 Toward a knowledge-dominant logic for marketing 

Neither art nor science stands still in representing our visible and 
invisible worlds. Marketing, as both art and science, can't stand still 
either. (Zaltman, 2003: ix) 

The three value drivers - customer value, core competencies, and 
collaborative networks - are leading to a new marketing paradigm. 
(Kotler, Jain, and Maesincee, 2002: 25) 

'Marketing theory must reinvent itself and be refined, redefined, gener
ated, and regenerated - or it will inevitably degenerate' and '[m]uch of 
marketing knowledge resists time and change and should be retained', 
while 'much is obsolete or was never up to par and should be dumped, 
and much is not yet discovered' (Gummesson, 2005: 317). According 
to Webster (2005: 125), '[f]undamentally new paradigms of marketing 
management are being offered that shift the core focus of the field 
from firms to customers, from products to services and benefits, from 
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transactions to relationships, from manufacturing to the co-creation 
of value with business partners and customers, and from physical 
resources and labor to knowledge resources and the firm's position in 
the value chain'. Vargo and Lusch (2004) argue that an evolution is 
under way toward a new dominant logic for marketing, one in which 
service proposition rather than goods is fundamental to economic 
exchange (ct. also Lovelock and Gummesson, 2004). This worldview 
has become known as 'service-dominant logic' and posits that 'market
ing has moved from a goods-dominant view, in which tangible output 
and discrete transactions were central, to a service-dominant view, in 
which intangibility, exchange processes, and relationships are central' 
(Vargo and Lusch, 2004: 2). According to Leonard (1998: xiii), products 
are physical manifestations of knowledge, and their worth largely, if 
not entirely, depends on the value of the knowledge they embody. 
Zaltman (2003: x) contends that in 'this "knowledge-explosion epoch" ... 
the limitations of our current marketing paradigm loom ever larger'. 

In proposing a new dominant logic for marketing, Vargo and Lusch 
(2004: 1-2) posit that 'marketing has shifted much of its dominant 
logic away from the exchange of tangible goods (manufactured) things 
and toward the exchange of intangibles, specialized skills and knowl
edge, and processes (doing things for and with)', which they believe 
points marketing towards a logic that 'integrates goods with services 
and provides a richer foundation for the development of marketing 
thought and practice'. Based on Constantin and Lusch's (1994) dis
tinction between 'operand resources' - resources on which an opera
tion or act is performed to produce an effect - and 'operant resources' -
resources which are employed to act on operand and other operant 
resources - Vargo and Lusch (2004: 3) argue that the service-centred 
dominant logic 'perceives operant resources as primary, because they 
are the producers of effects'. Besides, they propose knowledge - an 
operant resource - to be 'the foundation of competitive advantage and 
economic growth and the key source of wealth', a fact that is at the 
same time one of the foundational premises of the service-dominant 
logic (Vargo and Lusch, 2004: 9). As has been shown, knowledge - and 
specifically marketing knowledge - is also the key operant resource and 
the fundamental source of competitive advantage in knowledge-based 
approaches to marketing. 

Vargo and Lusch (2004: 5-6) maintain that 'the service-centered 
view of marketing perceives marketing as a continuous learning pro
cess' and that 'a market-oriented and learning organization (Slater and 
Narver 1995) is compatible with, if not implied by, the service-centered 
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model'. As the concepts of market-orientation and learning organ
ization have greatly contributed to the evolution of knowledge-based 
concepts and indeed form essential building blocks for them, it is not 
difficult to see that the service-dominant logic and the knowledge
dominant logic of knowledge-based approaches to marketing are 
highly interrelated and mutually dependent. Indeed, as knowledge is 
the key operant resource and fundamental source of competitive 
advantage, a knowledge-centred view and efficient management of 
this resource are the sine qua non for effective marketing in the service
dominant logic. 

This book has basically explored the role of knowledge and inno
vation in this new service-dominant logic by looking into the evo
lution of and the actual need for knowledge-based approaches to 
marketing for firms in the global knowledge economy. Indeed, I believe 
that in order to successfully adopt and make use of a service-dominant 
view, firms will have to adopt and apply knowledge-based approaches - a 
knowledge-dominant logic that supplements and supports the service
dominant logic so to speak. Taking heart from Gummesson's (2004b: 
5) statement that '[t]he development of general marketing theory 
requires the integration of new lessons on a higher conceptual level 
than the existing theory, or to change the foundation of marketing 
theory', I propose that marketing theory needs to embrace this new 
knowledge-based logic for marketing. 

The cases of HP CI, Schindler, Siemens, Toyota, Mazda, and Maekawa 
have helped to illustrate what knowledge-based approaches to market
ing can look like in practice. In fact, facing the current global business 
environment and fierce competition, knowledge-based marketing has 
already become crucial as a determinant of corporate competitive 
advantage and as such a sine qua non for the six firms. Especially when 
introducing new products, entering new markets, or when trying to 
transform the whole business into a market- and customer-oriented 
organization, knowledge creation and transfer and intra- as well as 
inter-firm collaboration prove critical for the success of the projects. 
Therefore, applying knowledge management concepts and practices to 
the knowledge-intensive field of marketing and to marketing functions 
was particularly efficient and effective. Besides, the informant com
panies' emphasis on personalization strategies - supported by co
dification strategies using databases and intra net portals - and the 
knowledge of local staff showed that as large parts of marketing know
ledge are tacit and hard to codify, face-to-face communication and the 
integration of local staff into marketing processes and decision-making 
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are important factors for global marketing knowledge sharing that 
leads to successful marketing and sales achievements. In fact, as will be 
recalled, '[i]n a world where other firms are seeking to expand their 
market share, successful firms often can only stay ahead of the com
petition by exploiting new knowledge to offer improved products or 
processes that deliver new forms of added value to their customers' 
(Chaston, 2004: ISS). 

Finally, the cases and analysis have clearly underscored the essence 
of global knowledge creation and that it differs from and means much 
more than merely 'managing' knowledge (see also above). According to 
Takeuchi (2001: 315), knowledge management 'hit the West like light
ning' at the beginning of the 1990s. We may well hope that the light
ning (or enlightenment) of knowledge-based management strikes with 
at least the same impact since evolving to a knowledge-dominant logic 
for marketing will become more and more critical to corporate success 
and survival. 

6.4 Conclusion 

As Hansen and Nohria (2004: 22) correctly note, the ways for MNCs 
to compete successfully by exploiting scale and scope economies or 
by taking advantage of imperfections in the world's goods, labour, and 
capital markets are no longer as profitable as they once were, and 
as a result, 'the new economies of scope are based on the ability of 
business units, subSidiaries and functional departments within the 
company to collaborate successfully by sharing knowledge and jointly 
developing new products and services'. This statement strongly sup
ports my call for knowledge-based marketing. At the same time, 
'[m]anagers and executives must strive towards meeting the slogan, 
"think globally and act locally" to be truly successful in man
aging knowledge across borders' (Desouza and Evaristo, 2003: 66), 
as in the era of globalization, 'a firm has to achieve global integration 
and local adaptation at the same time' (Nonaka and Toyama, 2002: 
998). 

The following four key conclusions can be drawn from this book: 

(1) In an increasingly global business environment, the creation and 
transfer of marketing knowledge and intra-firm collaboration 
through knowledge-based approaches to marketing will become 
more and more crucial as a determinant for corporate competitive 
advantage and survival of firms. 
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(2) As marketing affairs are one of the most knowledge-intensive parts 
of a company, applying knowledge management concepts and 
practices to the field of marketing and to marketing functions will 
prove especially efficient and effective. 

(3) As large parts of marketing knowledge are tacit and hard to codify, 
face-to-face communication and the integration of local staff into 
marketing processes and decision-making will be critical factors 
for global marketing knowledge sharing that leads to successful 
marketing and sales achievements. 

(4) As no firm can be seen as isolated in the global network economy, 
relationship marketing and the co-creation of knowledge and value 
with other entities in the business ecosystem are increasingly 
important. 

This book has presented a conceptual framework of knowledge-based 
marketing and highlighted essential processes of marketing knowledge 
co-creation with the main actors in the business ecosystem of global 
firms - customers, suppliers, competitors, business partners. As shown, 
traditional marketing approaches have focused overly on explicit 
knowledge and neglected the important role of tacit knowledge, 
specifically in international (cross-cultural) settings. This book's aim 
was to adjust this imbalance in the extant literature, and - drawing on 
real-life examples of knowledge-based firms - calls for a new know
ledge-based marketing paradigm, with knowledge and knowledge co
creation being the key to sustainable competitive advantage in the 
global knowledge economy. We have seen that in the current global 
business environment, and faced with stiff competition, knowledge
based marketing is crucial for corporate competitive advantage - as 
demonstrated in the cases of Toyota, Mazda, Schindler, Siemens, HP, 
and Maekawa, for whom knowledge creation, transfer, and collabora
tion were essential for the success of their activities. Thus the appli
cation of knowledge management concepts and practices to marketing 
and its functions is particularly efficacious for firms such as these. Since 
much of marketing knowledge is tacit, to succeed in marketing and 
sales firms should encourage communication and collaboration and 
harness their employees' expertise in the processes of marketing 
and decision-making. Finally, all of the above mentioned companies 
can be seen as firms with a strong market orientation, possessing 'the 
basis for rapid adaptation to customers' manifest and latent needs, 
which may translate into superior new product success, profitability, 
market share, and, perhaps, sustainable competitive advantage' (Baker 
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and Sinkula, 2005: 483). Even though it might be too early to iden
tify and present real best practices, the 'next practices' (Prahalad and 
Ramaswamy, 2004a) quoted above show that some global leading com
panies are on their way to successfully implementing and leveraging 
knowledge-based marketing for competitive advantage. 

Finally, as mentioned above, it is important to note that creating 
knowledge just for the sake of creating it will most likely not lead 
to sustainable competitive advantage. Knowledge-based management 
and the process of knowledge creation must aim at generating inno
vation and as a result higher value propositions to the firm's environ
ment, specifically its customers but also all other stakeholders. Indeed, 
'[k]nowledge is a crucial enabler for innovation' (Ichijo, 2002: 478) and 
'plays a critical role in innovation generation' (Hanvanich, Droge, and 
Calantone, 2003: 126j d. also Cavusgil, Calantone, and Zhao, 2003), 
which is why Chaston (2004: 150) contends that innovation 'involves 
the application of knowledge to create new products and/or services'. It 
is therefore not surprising that market orientation and its link and rela
tion with innovation has frequently been discussed in the relevant 
literature (Baker and Sinkula, 1999bj Calantone, Cavusgil, and Zhao, 
2002j Darroch and McNaughton, 2003j Hurley and Hult, 1998j Vicari 
and Cillo, 2006) and that it is specifically customer knowledge which 
constitutes 'an important ingredient in innovation processes' (Gibbert, 
Leibold, and Probst, 2002: 467). 

6.5 Managerial implications 

This book has presented and discussed knowledge-based approaches to 
marketing management and used the cases of six outstanding global 
companies as vivid examples. But it is important to note that there is 
no silver bullet or single right approach. Indeed, depending on each 
company's individual circumstances, a particular knowledge-based 
approach to marketing will have to be developed and strategically 
managed. Nevertheless, based on the findings from the research 
project, I propose four important managerial implications: 

(1) As knowledge has become a critical source for competitive advan
tage, marketing - and management in general - has to become 
knowledge-based. 

(2) Marketing scholars and practitioners have focused too much on 
explicit marketing knowledge in the past. Combining and syn
thesizing both tacit and explicit knowledge and subsequently 
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leveraging holistic marketing knowledge is a sine qua non for 
corporate success and the source of innovation. 

(3) Marketing knowledge needs to be co-created, not only inside the 
firm or across different units of a corporation but also together 
with other stakeholders, most importantly customers, but also with 
suppliers, partners, and competitors. 

(4) Managers have to perceive their firms as interconnected in the 
global network economy, and thus have to take relationship 
marketing and the co-creation of knowledge and value with other 
entities in the business ecosystem seriously. 

I strongly believe that systematically approaching and managing these 
issues and tasks will be a major challenge for corporations in the 
twenty-first century. 

6.6 limitations and implications for further research 

Although carefully researched, documented, and analysed, the findings 
from the empirical study are subject to some limitations. First of all, 
the insights gained were derived and concluded from an exploratory 
study adopting a case study research design and are thus based on 
single - each probably rather unique - cases, even if this is exactly 
what case study research is all about (Stake, 2000). Indeed, the common 
limitations of generalizability of such field research are well docu
mented (ct., for example, Eisenhardt, 1989; Hartley, 2004; Parkhe, 
1993; Yin, 2003a), though analytic generalization - in contrast to 
statistical generalization - is possible (Hartley, 2004; Numagami, 1998; 
Yin, 2003a; ct. also Flyvbjerg, 2006a). Therefore, it would prove help
ful to conduct further case studies of the companies presented in this 
book -longitudinal case studies (Leonard-Barton, 1990; Yin, 2003a) -
and also of other firms in order to analyse knowledge-based approaches 
to marketing in different environments and under different conditions. 
I have used case studies and argued that they might not necessarily 
be seen as best practices but rather as next practices (Prahalad and 
Ramaswamy, 2004a). They were explanatory ones that used 'the force 
of example' but were probably not (yet?) what Flyvbjerg (2006a: 232) 
terms paradigmatic cases. 

Furthermore, the marketing knowledge co-creation framework is 
based on and grounded in Nonaka's theory of organizational know
ledge creation. But despite its development and advances over more 
than twenty years now, even Nonaka and Toyama (2003: 2) still con-
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clude that 'it seems that we are still far from understanding the process 
in which an organization creates and utilizes knowledge' (cf. also Nonaka 
and Toyama, 2002) and the theory has also frequently been criticized 
in various aspects (for example, Glisby and Holden, 2003; Gourlay, 2006; 
Gueldenberg and Helting, 2007; Zhu, 2006). However, Gummesson 
(2002: xiii) is certainly right when he states that '[k]nowledge develop
ment in practical work in learning organizations as well as scholarly 
research can only humbly report progress and should not boast about 
conclusive results'. Besides, in viewing all knowledge as tentative, 
researchers have to train themselves to listen to reality without pre
conceived ideas. At a later phase the results can be compared with 
existing concepts and theory and will thus proceed as an inter
play between the inductive and the deductive (Gummesson, 2005: 
322-3). 

Next, there are a few important issues I have not been able to discuss 
but which should definitely be included in future research: the role of 
power and value in knowledge-based management, the issues of moti
vation and incentives to create and share knowledge (for example, 
Gupta and Govindarajan, 2000b; Natter, Mild, Feuerstein, Dorffner, 
and Taudes, 2001; Nonaka, Toyama, and Nagata, 2000b: 12-13; Nonaka 
and Toyama, 2002: 1004, 1005; Osterloh and Frost, 2002; Osterloh, 
Frost, and Frey, 2002; Taudes, Trcka, and Lukanowicz, 2002), micro
political issues (for example, DeMarco and Lister, 1999; Pfeffer, 1992), 
and research on social capital (Nahapiet and Ghoshal, 1998). 

Finally, I take heart from Gummesson (2001: 44): 'To generate new 
knowledge in marketing, scholars should be guided by curiosity and 
the search for truth. Science must take risks and make mistakes; it must 
be entrepreneurial, not bureaucratic.' In writing this book, I was cer
tainly guided by curiosity and the search for truth, a new truth for 
international marketing. I have probably also made mistakes along the 
way and this book cannot provide a final answer. But it is my sincere 
hope that it provides us with the opportunity to discuss, learn, and co
create a new dominant logic for doing business in the knowledge 
economy of the twenty-first century. 



Afterword: Knowledge-based 
Marketing, So What? 
Dr Charles fv1. Savage 

How quickly we become comfortable with the things that worked 
yesterday. We in marketing have the language down pat, the routines 
are well established, and the questions memorized. Moreover, as mar
keters, we know what is needed. Unfortunately, engineering is not 
listening and sales are not really building upon our collateral. 

So, why should we want to learn something about knowledge-based 
marketing? Our corporate headquarters is able to send messages to all 
parts of the world. And of course, the customers within our home 
market are the most sophisticated, so we really know what they and 
the others need, no matter where they are located. 

When we do our strategic planning for the year, using both Porter's 
Five Forces and SWOT analysis, everything comes out as we'd like. 
Well, this was the case until one of our Asian marketing managers 
brought Kim and Mauborgne's Blue Ocean Strategy book to one of our 
meetings. He asked us, 'Are we really content to remain in a red ocean, 
bloody with competition?' 'Or,' he added, 'would we rather be in a 
blue ocean where the competition is irrelevant?' As we all agreed that 
the blue ocean is better, he smiled. 'If this is the case, we are going to 
have to take a whole new approach to marketing, both to our existing 
customers AND to those who are not yet our customers.' 

Gradually, the comfort of our little marketing world began to feel 
uncomfortable. We turned to our friend and challenged him to explain 
more. Even though it is not a direct competitor, he used Maekawa 
Manufacturing Ltd. as an example. Instead of co-ordinating everything 
tightly from headquarters, they work with a decentralized structure 
which is project-based. Instead of telling their customers what they 
need, they listen. And this listening is not just to the words of the cus
tomers, but to what is behind the words. Moreover, they listen not 
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only to the thoughts of the customers, but also to their feelings. They 
have learned that these tacit thoughts and feelings are the clue to 
a successful co-creation of new and appreciated market solutions. In 
short, they have learned to co-create and co-innovate WITH their 
customers. 

One of the old-timers couldn't hold back any longer. 'If we listen to 
ALL our customers, we will get hopelessly lost. This is wrong. After all, 
they are paying us to TELL our customers what works best for them.' 

Our Asian manager had anticipated this type of response, but instead 
of getting angry, he quietly smiled and said, 'You are absolutely right, 
there was a time when this approach worked, and it worked very well. 
I used to look forward to receiving your material and would use it 
without any changes with my customers in South East Asia. But I am 
sorry; this approach does not work any longer.' 

'What do you mean?' replies the old-timer. 'We haven't been stand
ing still. Aren't you impressed with the new CRM system we have put 
in, and our effort to do "one-to-one" marketing?' 

Our Asian friend gently scratched his head. 'Well yes, it helps, but 
until we learn to actively learn not only with and between ourselves in 
the various regions, but with our customers, we will never be able to 
use the real talents of our engineers, our supply chain experts and 
our sales force. It is all about KNOWLEDGE, both tacit and explicit. 
And it is also about our ability to be open, honest, and REFLECTIVE 
together. Without asking the right powerful questions, without deep 
self-reflection and without listening ever so carefully to what is behind 
the words, we will miss many OPPORTUNITIES.' 

The room was silent. The Asian manager could see the restlessness of 
the younger managers in the room. He asked them what they had 
learned from their colleagues in other parts of the world. Suddenly a 
tidal wave of frustrations turned to excited expression. Finally, they all 
said, 'It is possible to share lessons learned in conversations with cus
tomers in all parts of the world, to identify the innovations they 
expect, and connect with the aspirations of those who are not yet our 
customers.' 

Florian Kohlbacher has brilliantly captured the important shifts 
under way in international marketing. What is even more exciting is 
his ability to show how marketing can benefit not only by the SECI 
(Socialization, Externalization, Combination, Internalization) approach 
so carefully worked out by Professors Nonaka and Takeuchi, but 
also their deep understanding of ba, the Japanese approach to quiet 
open reflection, reflection within an organization internationally, and 
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reflection with suppliers and customers. Through these approaches, 
marketing in international corporations takes on a new importance. 
Instead of 'telling' those who are not 'listening', by using a knowledge
based marketing approach, marketing can now discover the deeper 
patterns upon which to build dynamic and expanding international 
businesses. 

As someone who has been actively involved in knowledge man
agement, intellectual capital, and knowledge economy developments, 
I deeply appreciate Florian's ability to bring together the best insights 
from many disciplines and illustrate them by in-depth case studies on 
HP, Schindler Elevators, Siemens, Toyota, Mazda, and Maekawa. 

I can only predict that the wise international marketing department 
will not only study this book carefully, but they will ask their brightest 
marketers to develop a customized action work plan to guide them in 
better using their explicit AND tacit knowledge (and feelings). Those 
that move first will likely be able to reposition themselves in blue 
oceans of exciting opportunities, especially as they actively co-create 
their futures with their suppliers and customers. 

Florian has opened an exciting door for all of us in international 
marketing; it is now up to us to walk through it. 'So what' will we 
do next? Perhaps by acknowledging Florian's valuable work, we can 
become our company's heroes. The choice is up to us! 

President of Knowledge Era Enterprising International 
Munich, Gennany 



Appendix: Research Methodology and 
Empirical Research 

Empirical research advances only when it is accompanied by theory 
and logical inquiry and not when treated as a mechanistic or data 
collection endeavor. (Yin, 2003a: xv) 

This book is the result of an ongoing, continuous, and reiterative research process 
over two and a half years (April 2004-0ctober 2006). Literature review, empir
ical data collection, theoretical reasoning, paper writing, and discussion with 
scholars and practitioners constantly alternated and overlapped in the process. 
This process actually resembles the SECI process (ct. Chapter 3.4.1) and its spiral 
and helped to continuously refine insights and knowledge gained. 

As mentioned in Chapter 2.1, this book is essentially about knowledge and 
knowledge creation. But its aim is not only to illustrate, analyse and discuss 
knowledge-related processes in organizations but also to create new knowledge, 
that is, amend and extend existing theory and even build new theory. Gum
messon (2004b: 3) in his treatise on the practical value of adequate marketing 
management theory, mentions that Vedic philosophy 'treats knowledge as a 
blend of three interacting elements: the process of knowing (methodology), the 
knower (the researcher) and the known (the results)' and that all three are 
needed in knowledge generation (ct. also Gummesson, 2001). In Chapters 4.1.2 
and 4.2.1 I explored the nature of marketing knowledge and showed that the 
extant literature distinguishes between academic and practical marketing 
knowledge. In conducting empirical research and writing this book I am trying 
to blend the two and form them into holistic marketing knowledge, a market
ing knowledge that has yet to be generated. One important role in generating 
this knowledge is the empirical research I conducted and the methodology used 
in the research. Indeed Probst (2002), for example, sees case-writing as a know
ledge management - collecting, creating, transferring, and retaining knowledge -
and organizational learning tool. This process of knowledge creation is, in a 
sense, also similar to the process of organizational knowledge creation discussed 
in the preceding chapters (specifically 3.4 and 4.2.3). Even though I am ob
viously not a research organization, but a single researcher by myself, the pro
cess of generating new marketing knowledge involved also other people and 
organizations, most notably my supervisors and other academic scholars, the 
people interviewed, the organizations I worked for or did participant observ
ation in, and so on. Figure Al shows the process of the research project and the 
dashed spiral illustrates the SECI process of marketing knowledge creation. 
Gummesson (2003a: 485) also speaks of a 'hermeneutic spiral', to stress the 
research as a dynamic process. The spiral also highlights the iterative character 
of the research, as you 'search again and again and again, just as the term says: 
re-search, re-search, re-search' (Gummesson, 2001: 29). Put differently: 'Through 
further theory generation in never-ending iterations we gain a spiraling 
effect and build a helix of continued development of knowledge' (Gummesson, 
2001: 40). 
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This chapter deals with the methodological foundation of the book as well as 
the data collected and the methods used. I follow Gummesson's (2003a: 486-7) 
'research edifice' (ct. Figure A2) and shall start fro m the basement, the found a
tions for research. Section A.I introduces the general research paradigm under· 
lying this book: explorative, qualitative research in marketing, which served as a 
framework and overall gUideline of the whole research project. Indeed, '[alII 
research starts In the basement wi th the researcher'S paradigm and preunder. 
standing' (Gummesson, 2003a: 486). 

With section A.2, I will enter the middle floors of the research edifice: data 
generation and analysis. Chapter 5 Is like an elevator, constantly moving 
between the middle fl oors and the penthouse, that Is, the outcome. Finally, 
Chapter 6 is also situated at the penthouse, as it also discusses the results of the 
research project, their meaning, theoretical and managerial Implications as well 
as limitations and r«ommendations for future research. 

A.1 Qualitative research in marketing 

let 's stop fooling ourselves: All research is Interpretive! (Gummesson, 
2003a: 482) 

There has been an ongoing debate on the appropriateness of different approaches 
and methods in social research. As a matter of fact, many authors point to the 
heated discussions, sometimes even 'wars' (the so-called 'paradigm war'). be· 
tween the adherents of quantitative (so-called 'QUANs') and qualitative research 
(so-called 'QUALs') designs (for example, Bryman, 2004; Tashakkori and Teddile, 
1998). One main characteristic of this dispute seems to be the dichotomous way 
In which qualitative a nd quantitative research (methods) are presented as well 
as the resulting strict contraposit.lon of the two (cl. also Beyman, 2004: 57-9). 
But it is also important to note that 'the sharp separation often seen in the liter-
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Figure Al Process of research project and marketing knowledge creation 
(author'S own illustration) 



Figure A2 The research edifice (Gummesson, 2003a: 486) 

PENTHOUSE 

THE OUTCOME 
Presentation of results and their meaning, 

their theoretical and managerial implications, 
and recommendations for future research. 

Essentially interpretive, qualitative and subjective. 

MIDDLE FLOORS 
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DATA GENERATION AND ANAL YSISnNTERPETATION 
Systematic approach to empirical data and their generation; 

analysis that follows approved practices, rules and guidelines; 
conceptualization and theoretical links; conclusions, 

Systematic and objective as a main goal with interpretive 
and subjective, intersubjective and qualitative elements. 

BASEMENT 
THE FOUNDATION FOR RESEARCH 

Paradigm, preunderstanding, ideology and qualitative and 
subjective choices, including values, assumptions, delimitations, 
and choice of theory and concepts, research methodology and 

techniques; choice of problem, research questions and purpose. 
Essentially interpretive, qualitative, subjective and inter subjective. 

SOUTce: Copyright E. Gummesson (2003) 

ature between qualitative and quantitative methods is a spurious one' (Flyvbjerg, 
2006a: 241). Gummesson (2003a: 482) even speaks of a 'pseudo-conflict 
between quantitative and qualitative approaches'. 

According to Spender (1996a: 72), 'the objective of positivist research is the 
development of a coherent abstract representation of the world out there' while 
the focus of interpretive research is 'on the ways in which we attach meaning to 
our experience'. Cassell and Symon (1994) contend that qualitative methods are 
more appropriate than quantitative methods to research questions focusing on 
organizational processes, as well as outcomes. One reason for this is that quanti
tative studies focus on the measurement and analysis of causal relationships 
between variables, not processes. Many scholars distinguish between explicit 
and tacit knowledge (see above and cf. also Spender's (1996b: 49-52) discussion 
of different types of knowledge) and Nonaka and Takeuchi's (1995) spiral 
of knowledge illustrates the process of creating knowledge in organizations 
through the interaction between tacit and explicit knowledge. Spender (1996a) 
emphasizes the contrast between research methods appropriate to explicit types 
of knowledge and those appropriate to implicit types, which according to him is 
also the contrast between the positivist and interpretive methods. 

Furthermore, according to Spender and Grant (1996), the movement towards 
a knowledge-based theory of the firm was also influenced by an increasing 
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criticism of the excessive abstraction and quantification in management educa
tion. The following quote exemplifies this well: 

The underlying paradigm of management research came under threat, 
reflecting an academy-wide shift away from the pursuit of a natural science 
type of organizational theorizing towards a richer and more complex frame
work that included rather than excluded people and their idiosyncrasies, 
culture and history - and their knowledge and skills. (Spender and Grant, 
1996: 6) 

In Chapter 3.3 we have seen that the knowledge-based view of the firm deals with 
the subjective elements of management, such as management vision, the firm's 
value system, and the commitment of employees even though many management 
scientists have avoided dealing with the subjectivity of humans. Since humans are 
both objects and subjects of research at the same time, research in social science 
cannot be free from subjective factors (Nonaka and Toyama, 2005). 

Qualitative research in marketing - which traditionally has been dominated 
by quantitative approaches - has gained more and more attention in recent 
years (d., for example, Buber, Gadner, and Richards, 2004; Carson, Gilmore, 
Perry, and Gf0nhaug, 2001; Gummesson, 2001, 2003a, 2004b, 2005, 2006). 
Indeed, research in marketing 'too often regresses to simplistic surveys without 
in-depth reflection on the mechanisms being studied' (Gummesson, 2004b: 4) 
and 'academic praise of the supremacy of quantitative measurements shuts out 
most of marketing reality' - specifically tacit knowledge - and 'hence the cre
ation of more valid and general marketing theory' (Gummesson, 2001: 18). 
Indeed, in a statistical survey, for example, tacit knowledge remains just that -
tacit' (Gummesson, 2001: 32). Besides, 'positivistic, theory testing research 
retards theory development in marketing' (Perry and Gummesson, 2004: 313). 

For Gummesson (2005: 322) the 'overarching approach' is case study research, 
which is 'systemic and holistic, aimed to give full and rich accounts of the 
relationships and interactions between a host of events and factors'. Indeed, 
it 'takes a systemic, holistic stance recognizing reality as it is, not just set
tling for descriptions but adding value through conceptualization. It does not 
assume away complexity, chaos, ambiguity, fuzziness, uncertainty and dynamic 
forces for the convenience of the researcher and his or her analysis' (Perry and 
Gummesson, 2004: 315; d. also Gummesson, 2003a). 

A.2 Data and method 

Section A.1 has briefly outlined the methodological foundation of this research 
project in a general manner. This section builds from this foundation and tries 
to explain the data collected and the methods used in more concrete terms. 

A.2.1 Exploratory study - explanatory case studies 
According to Schlegelmilch and Chini (2003: 220-1), even though 'marketing 
functions lend themselves particularly well for an investigation of knowledge 
transfer within MNCs', 'there is a dearth of research on knowledge transfer in 
the field of marketing'. This disconcerting gap in the fields of knowledge man-
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agement and marketing has also become evident in conducting the literature 
review and was discussed in Chapter 4. It was exactly this gap, together with my 
own professional experiences in the field of marketing, that induced me to set 
out on a comprehensive empirical study of knowledge-based marketing in the 
first place. Besides, focusing on one particular type of knowledge - viz. market
ing knowledge - helps to make the research become more efficient and effective 
because it is possible to concentrate on one part of the company and ask more 
concrete questions, rather than merely 'talking' about knowledge in general. 

This state of affairs means that there is no accepted theory of marketing 
knowledge and knowledge-based marketing (ct. also Kohlbacher, Holden, 
Glisby, and Numic, 2007).39 There being no theory to test, this particular contri
bution can do no more than attempt to generate theory from the explorative 
empirical study and the six case investigations that are introduced in this book. 
Indeed, 'before a theory can be validated, it must be constructed' (Patton and 
Appelbaum, 2003: 65). I recognize the limitations of building theory from case 
studies, but take heart from Eisenhardt's (1989: 536) encouragement that break
throughs can be possible if one proceeds as if there is 'a clean theoretical slate'. 
As I hope to show, the particular cases represent a 'real-life method of inquiry ... 
[which] ... may be a nouveau solution' (Patton and Appelbaum, 2003: 69). This 
book is an attempt to break away from this rather tricky stranglehold and to 
attain 'a nouveau solution' for marketers who, like myself, are engaged in the 
quest of developing a knowledge-based concept of marketing. My approach 
focuses on knowledge co-creation with customers - as well as other stakeholders 
or entities in the business ecosystem of the firm - and the global transfer - or 
re-creation - of marketing knowledge. 

Qualitative research is particularly useful for exploring implicit assumptions 
and examining new relationships, abstract concepts, and operational definitions 
(Bettis, 1991; Weick, 1996). According to Yin (2003a: 2) 'the distinctive need for 
case studies arises out of the desire to understand complex social phenomena' 
because 'the case study method allows investigators to retain the holistic and 
meaningful characteristics of real-life events', such as organizational and man
agerial processes (ct. also Kohlbacher, 2005). In fact, '[o]rganizations constitute 
an enormously complex arena for human behavior' (Dubin, 1982: 379) and case 
studies seem to be the preferred strategy when 'how' or 'why' questions are 
being posed when the investigator has little control over events, and when the 
focus is on a contemporary phenomenon within some real-life context (Yin, 
2003a). In such a setting, case studies are explanatory ones, that is, they present 
data on cause-effect relationships, explain how events happened, and extend 
theoretical understandings (Yin, 2003a, 2003b). They make use of the 'power of 
example' (Flyvbjerg, 2001, 2006b). 

The explanatory case studies are about critical projects or incidents in organ
izations, such as the exchange of critical customer, market, and product know
ledge (ct. the HP CI case), the market introduction of a new product (ct. the 
Schindler case), the entry into a new market (ct. the Toyota case), the develop
ment of a new car - or new generation of a car - (ct. the Mazda case), the col
laboration with a customer (ct. the Maekawa case), or the introduction of a new 
strategic approach (ct. the Siemens case). A critical case can be defined as 
'having strategic importance in relation to the general problem' (Flyvbjerg, 
2006a: 229). Critical incident technique (ct., for example, Chell, 2004) is often a 
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suitable method for researching such critical cases or incidents. Moreover, it has 
been used to measure competencies and to identify tacit dimensions of know
ledge acquired in solving real-world problems (Sternberg, Forsythe, Hedlund, 
Horvath, Wagner, Williams, Snook, and Grigorenko, 2000). 

Hartley (2004: 323) states that case study research 'consists of a detailed inves
tigation, often with data collected over a period of time, of phenomena, within 
their context', with the aim being 'to provide an analysis of the context and 
processes which illuminate the theoretical issues being studied'. Indeed, qua
litative research approaches have been identified as offering 'holistic per
spectives on phenomena which cannot be achieved otherwise' (Sinkovics, Penz, 
and Ghauri, 2005: 32), which is also why case studies have an important func
tion in generating hypotheses and building theory (cf., for example, Eisenhardt, 
1989; Hartley, 2004; Quattrone, 2006). Indeed, according to Patton and Appel
baum (2003: 67), the 'ultimate goal of the case study is to uncover patterns, 
determine meanings, construct conclusions and build theory'. Last but not 
least, case studies have been recognized as important and useful in knowledge 
creation (Probst, 2002; Remenyi, Money, Price, and Bannister, 2002) and for 
both theoretical and practical knowledge management (Probst, 2002) and mar
keting (Carson, Gilmore, Perry, and Gmnhaug, 2001; Gummesson, 2003a, 2005; 
Perry, 2004). 

This book presents theorizing that emerges from and is intertwined with 
empirical research. Similarly to the empirical research described by Yanow 
(2004: Sl1), the research unfolded and advanced in a process that tacks back 
and forth between empirical data and theorizing (cf. also Figure AI). The explo
rative or exploratory study which involved qualitative expert interviews served 
mainly as a means to identify and purposefully select critical cases for in-depth 
case studies (cf. A.2.2 and Chapter 5) but also to identify important research 
issues, to generate hypotheses or research propositions. These in-depth case 
studies were then conducted as explanatory cases to illustrate and sustain the 
argument for knowledge-based approaches to marketing. This actually makes 
the case material central to the theorizing process, that is, it was generative for 
the theorizing - even more than the explorative study. But in the writing up 
(Chapter 5), the cases serve more as an illustration of the theoretical arguments. 
Last, but not least, it is important to note that there was also continuous tacking 
back and forth between exploratory study and explanatory case study research. 
Indeed, this research project involved two important steps of empirical research, 
namely the explorative study and the explanatory case studies. But these two 
steps were not conducted in linear sequence. Obviously, the research project 
started with the explorative study and its qualitative interviews in order to learn 
about and identify knowledge-based approaches to marketing. Based on these 
insights, a number of companies were selected for in-depth case studies in order 
to analyse and exemplify particularly critical cases. At the same time, I kept con
ducting the explorative part of the study and kept interviewing managers, 
employees, and other experts as part of the purposeful sampling process (chain 
sampling). 

Gummesson (2005: 318-19) sees conceptualization and contextualization as 
two key issues in theory generation and deems them to be interwoven and 
stressing different aspects of theory generation. He contends that 'concepts are 
needed, and in times of major changes new concepts - reconceptualisation - are 
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urgently needed' and that contextualization refers to 'the need to place single 
data in a broader context, that is, generate theory' (Gummesson, 200S: 318). 
Moreover, theory orders data in a context and a theory is a roadmap and a good 
roadmap makes it possible to navigate in a territory that is unknown to the tra
veller (ibid.). But new theory can also develop from new interpretations and 
innovative combinations of extant theory. Finally, theory generation, 'moving 
from raw data and description to conceptualisation and contextualisation, may 
be the most valuable contribution a scholar can offer', even though as researchers 
in marketing 'we are rarely if ever innovators; we rather start out as observers 
and messengers' (Gummesson, 200S: 319). However, it is not enough to be 
reporters of events. We have to add value to the phenomena we present; that is 
what scholarship is all about (ibid.). Therefore, the outcome of successful theory 
construction is 'to conceptionalize a field, generalize beyond the mere descrip
tion of events, and make it more intelligible and manageable' (Gummesson, 
2002: 31). 

Last but not least, it is also important to keep in mind Flyvbjerg's (2006a: 223) 
caveat that 'there does not and probably cannot exist predictive theory in social 
science' and that social science 'has not succeeded in producing general, 
context-independent theory and, thus, has in the final instance nothing else to 
offer than concrete, context-dependent knowledge'. As a matter of fact, case 
studies are 'especially well suited to produce this knowledge' (ibid.). 

A.2.2 Sampling 
As for sampling, I opted for purposive sampling (purposeful sampling) and the
oretical sampling (for example, Glaser and Strauss, 1967; Gummesson, 2001). 
The former is essentially strategiC and entails an attempt to establish a good cor
respondence between research questions and sampling, as the researcher 
samples on the basis of wanting to interview people who are relevant to the 
research questions (Bryman, 2004; Patton, 2002). In case study research, for 
example, the sample is 'theoretical and purposeful - find the cases that give 
a maximum of information - and guided by saturation - stop when the new 
information of additional cases approaches zero' (Gummesson, 2003a: 488). 
According to Patton (2002: 230, original emphasis), the 'logic and power of pur
poseful sampling lie in selecting information-rich cases for study in depth', with 
information-rich cases being 'those from which one can learn a great deal about 
issues of central importance to the purpose of the inquiry'. In fact, '[s]tudying 
information-rich cases yields insights and in-depth understanding rather than 
empirical generalizations' (Patton, 2002: 230). This kind of sampling can also be 
called 'strategic sampling' and the strategic choice of case may greatly add to 
the generalizability of a case study (Flyvbjerg, 2006a: 226). Theoretical sampling 
entails sampling interviews until your categories achieve theoretical saturation 
and selecting further interviewees on the basis of one's emerging theoretical 
focus (d., for example, Bryman, 2004; Glaser and Strauss, 1967; Guest, Bunce, 
and Johnson, 2006; Patton, 2002; Strauss and Corbin, 1990). Last, but not least, 
it is important to note that locating critical cases 'requires experience, and no 
universal methodological principles exist by which one can with certainty iden
tify a critical case' (Flyvbjerg, 2006a: 231). 

The companies studied for this book were selected purposefully by choosing 
firms and cases that seemed to be most appropriate to provide insights into 
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knowledge-based management processes and specifically knowledge-based 
approaches to marketing. These companies and cases were identified through a 
review of the relevant literature and widely recognized knowledge management 
studies such as the MAKE (Most Admired Knowledge Enterprise) award40 (ct., for 
example, English and Baker, 2006) Furthermore, a kind of 'snowball' or 'chain 
sampling' approach (Patton, 2002: 237) also proved helpful with knowledge 
management experts in corporations as well as research institutes and univer
sities indicating other key informants or critical cases to me. This approach fits 
with Easterby-Smith and Araujo's (1999) call for studies which develop theory 
from practice and which use a small sample of in-depth cases, which focus on 
micro-practices within organizational settings and which study processes and 
competencies leading to learning outcomes. Of the thirty-five companies, nine 
were purposefully selected to conduct in-depth case studies. Of these nine, six 
were purposefully selected to serve as explanatory cases studies of knowledge
based marketing as proposed in Chapter 4.2. These case studies are reproduced 
in Chapter s. 

Finally, the interviewees and key informants were also sampled purposefully. 
The main target were top managers, and middle managers and employees in 
charge of marketing, product management, and knowledge management. In total, 
qualitative interviews with 116 top executives, middle managers, and selected 
employees in thirty-five different companies were conducted in 2005 and 2006, 
mainly in Japan (90) but also induding supplementary interviews - where ap
propriate and necessary - in selected countries, namely Austria (9), Czech 
Republic (5), Germany (9), Switzerland (1), and China (2). Two key informants 
(see below) were interviewed twice, resulting in data from a total of 118 inter
views. The interviews can be separated into interviews for the explorative study, 
interviews for the nine case studies, and auxiliary interviews for the case studies. 
In the latter case, the interviews were either not directly related to the case 
researched or the interviewees were working for a different organization, but 
they had some relation with or special insights into the project/case researched 
and hence added value to the case study. Figure A3 gives an overview of the 
number of interviews conducted. More detailed information will be provided in 
section A.2.3. 

A.2.3 Data generation and method 
Following Gummesson (2003a: 486), I use the term 'data generation' rather than 
'data collection', as 'data in social settings are not objects that are ready for collec-

Explorative Nine case Nine case 

study studies (main) studies TOTAL 
(auxiliary) 

Number of 
35 53 30 118 interviews 

Figure A3 Number of interviews conducted as relevant for sampling 
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tion', but instead 'data are generated, meaning that they are the creation of the 
researcher in interaction with, for example, a respondent in an interview'. 

A. 2.3. 1 General description 
The research methodology involved triangulation among a variety of different 
sources of data (d., for example, Bryman, 2004; Parkhe, 1993; Wolfram Cox and 
Hassard, 2005) including the conducting of both formal and informal on- and 
off-site interviews with managers as well as scholars and other experts in the 
field, analysis of archival materials such as company internal documents as well 
as articles in the business media, and an evaluation of existing case studies and 
other relevant literature (Yin, 2003a). In sum, primary sources, secondary 
sources, and tertiary sources were used and triangulated. 

The explorative study, which was the starting point of the empirical part of 
the book project, was carried out in the form of qualitative interviews or expert 
interviews. This means that open questions are used and the interviewees are 
encouraged to talk as freely and undisturbed as possible, with the interviewer 
not trying to structure the course of the interview. This is in order to follow the 
interpretive approach to social knowledge, which recognizes that 'meaning 
emerges through interaction and is not standardized from place to place or 
person to person' (Rubin and Rubin, 1995: 31). Therefore, in the course of the 
qualitative interviews, semi-structured questions in accordance with the theory 
of organizational knowledge creation and enabling were employed, but the 
interview partners could nevertheless answer openly and lead the interview 
mostly. Interview guidelines were used and each interview guideline was pre
pared specifically before each single interview. In addition to fundamental key 
topicS,41 which always remained in place, company- or interviewee-specific 
questions or topics were prepared, depending on the background information 
available beforehand. Unless no permission was given or unless it seemed inap
propriate for other reasons, all interviews were recorded and authentically tran
scribed. After analysis and development of the case studies, the drafts were 
examined by key persons from the respective companies and their feedback 
was used for further refinement. Indeed, working closely together with the 
informant companies has led to a knowledge co-creation process through the 
co-creation of the case studies - especially HP and Siemens. As mentioned 
above, in total, qualitative interviews with 118 top executives, middle man
agers, and selected employees in thirty-five different companies have been 
conducted. 

In addition to the interviews participant-observation (Bryman, 2004; Gillham, 
2000; Patton, 2002; Waddington, 2004; Yin, 2003a) was used for the case studies of 
Schindler and Siemens (d. below). This is consistent with Gummesson's (2001, 
2005) concept of 'marketing anthropology' in interactive research. According to 
Flyvbjerg (2006a: 236), research can be seen as a form of learning and 'the most 
advanced form of understanding is achieved when researchers place themselves 
within the context being studied' because it is only in this way that researchers 
can understand the viewpoints and the behaviour which characterize social 
actors. In fact, as Osland and Cavusgil (1998: 200-1) have noted, '[i]n depth 
field research methods enable researchers to gain a rich understanding of 
respondents' perspectives, often providing insights that the researcher would 
not have uncovered from structured questionnaires used in traditional surveys'. 
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Using participant-observation and actually frequently going beyond it, basically 
led to action research. As a matter of fact, action research in marketing has 
received considerable attention and discussion in recent years (d., for example, 
Ballantyne, 2004; Carso, Gilmore, Perry, and GI0nhaug, 2001; Gummesson, 
2001, 200S; Kates and Robertson, 2004; Perry and Gummesson, 2004). Accord
ing to Patton (2002: 221), action research 'aims at solving specific problems 
within a program, organization, or community' (d. also Bryman, 2004; Green
wood and Levin, 1998; Heller, 2004; Lewin, 1946; Perry and Gummesson, 2004), 
and Gummesson (200S: 323) argues that action research 'entails dialogue and 
reflection based on data from experience through active involvement in the 
process being studied'. He further elaborates that: 

Management action research is an application to the study of business phe
nomena, and a subdiscipline could be named marketing action research. The 
action researcher does scholarly research and is both an academic researcher 
and either a marketing practitioner or an external consultant. His or her 
purpose is twofold: to contribute to science and to help solve a practical 
problem. By being involved, the object of study creeps under the skin of the 
researcher in a way that is not possible in the study of documents or in inter
views, even in participant observation. The access is as close as can be, and 
tacit and embedded knowledge can be uncovered. (Gummesson, 200S: 324). 

A. 2.3. 2 Overview of the informant companies and number of interviews 
Figure A4 gives an overview of the informant companies and the number 
of interviews conducted for the case studies. As mentioned above (A.2.2), of 
the nine case studies only six were purposefully selected for reproduction and 
analysis in this book. Given that the final sample contains two automotive com
panies as well as the complex supplier relationships and harsh competition in 
the automotive industries, twelve auxiliary interviews were conducted with 
other suppliers and OEMs to gain a more complete picture. This is especially 
crucial since case 4 is about knowledge co-creation with competitors and sup
pliers. The firms involved were: Bosch Japan (4, additional 2 interviews were 
specifically for TPCA), BWM Japan (1), Denso (4), Mitsubishi-Fusol Daimler 
Chrysler (2), and Nissan (1). The following sections explain the interviews 
conducted at each informant company for the case studies. 

A.2.3.3 Hewlett-Packard Consulting & Integration (HP CI) 
For this case study, a total number of five qualitative interviews were conducted 
in 200S and 2006: two with the lead knowledge adviser and a knowledge 
manager at the knowledge management department of HP CI in Vienna, and 
two with the head of the knowledge management department of HP CI Japan 
and his subordinate staff. One additional interview was conducted with a Senior 
Consultant at HP CI Japan. The two interviews in Vienna were conducted in 
German, the three interviews in Japan in Japanese. As for the head of the 
knowledge management department of HP CI Japan - who is by now a pro
fessor at Hamamatsu University, Department of Management Information 
Systems - we have met on numerous further occasions to discuss knowledge 
management issues, attend knowledge management-related events, jointly con-
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Interviews for 
Auxilliary Interview 

No. Informant company 
case study 

interviews for location(s) 
case study 

1 HP CI Japan 5 - Japan, Austria 

Schindler Elevator 
Japan, Hong 

2 9 - Kong/Shanghai, 
Austria 

Japan, Germany, 

3 Siemens 8 11 Austria, 
(2 for TPCA) Switzerland, 

China 

4 Toyota Peugeot Citroen 5 7 Czech Republic, 
Automobile (TPCA) Japan 

5 Mazda Motor Corporation 5 0 Japan 

6 Maekawa Manufacturing 5 0 Japan 

TOTAL 37 18 55 

Figure A4 Informant companies and number of interviews for the case studies 

duct interviews, and so on, and maintain frequent contact as well. This collabo
ration finally also led to the co-creation of a joint article on HP CI Japan 
(Kohlbacher and Mukai, 2007), on which the case study is based. 

A.2.3.4 Schindler Elevator 
The Schindler case is based on nine qualitative interviews with key persons 
in marketing and product management at the Competence Centre Escalator in 
Vienna and Schindler's subsidiary in Tokyo (including the President), as well 
as with the product line manager in charge of the market introduction project 
(see below) at the Asia-Pacific headquarters in Hong Kong. The interviews were 
conducted in 2005 and 2006 in German and Japanese, depending on the native 
language of the interviewee. I also used participant observation in addition to 
the interviews and worked on the research project as a part-time employee for 
five months at the Escalator Division of Schindler Elevator K.K., Japan from 
August to December 200S. This can also be seen as action research since I was 
directly involved in the new market introduction project described in the case 
study (5.3). In total, I worked intermittently for Schindler Elevator K.K. and 
Schindler Lifts and Escalators Ltd., Vienna in different marketing-related func
tions from 2002 to 200S, a fact that is important given Gummesson's (2001: 28) 
pronouncement to the effect that he sees the researcher 'as the number 
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one research instrument' and that he feels 'at liberty to use [himself] and [his) 
experience as evidence'. 

A.2.3.5 Siemens 
At Siemens, a total number of twenty-one interviews were conducted. Of these, 
eight interviews were conducted with people directly involved in or in charge of 
the researched Siemens One case: four interviews at the Corporate Development 
Siemens One headquarters in Munich, Germany (in English), one with the 
Siemens One manager at Siemens Japan (in Japanese), two with the Siemens 
One manager and one key account manager at Siemens Austria (in German), 
and one with the Vice President and Siemens One manager at Siemens China 
(in German). In addition to that, eleven auxiliary interviews for the case study 
were conducted with people who had relevant information for the case or 
people involved in knowledge management activities at different divisions: four 
in Japan (in German), two in Austria (in German), four in Germany (in German) 
and one in Switzerland (in German). As mentioned below (A.2.3.6), two further 
interviews were conducted with people from the Competence Centre Auto
motive who were involved in the TPCA project. Finally, as in the Schindler case, 
an action research approach was taken by working on the researched projects 
as a part-time employee at the Siemens One department of Siemens K.K., 
Japan from January 2006 to September 2006 in order to conduct participant 
observation. 

A. 2. 3. 6 Toyota Motor Corporation/Toyota Peugeot Citroen Automobile 
Czech (TPCA) 
According to Parkhe (1993: 228) 'inductive/theory-generating/idiographic 
research may provide a powerful stimulus that is particularly well suited for the 
current stage of evolution of IJV research'. Even though I acknowledge that 
IJV research has significantly advanced since this statement was made in 1993, 
I believe that a case study research strategy can help to provide the necessary 
stimulus and shed light on crucial issues such as learning and knowledge 
creation and enabling in IJVs, which are still not fully understood, especially in 
the peculiar case of two foreign competitors in a transitional economy. 

I also followed Osland and Cavusgil's (1998: 200) recommendation to collect 
multiple-party perspectives, which is 'especially critical when examining inter
national joint ventures that involve parent companies from dissimilar cultures'. 
Therefore interviews were conducted in 2006 with the first TPCA President who 
had already returned from TPCA to Toyota headquarters in Japan, as well as 
with key persons of both Toyota and PSA at TPCA in Kolin, including the 
President and Executive Vice President. In total five managers were interviewed, 
one in Japanese and the others in English. Moreover, additional insights and 
views were gained from interviewing key persons at TPCA suppliers and external 
Toyota experts in Japan, Germany, and the Czech Republic. Specifically inter
views with two Toyota key account managers at Bosch Japan (parts supplier) 
and two key account managers and project leaders at Siemens Japan (supplier of 
factory automation equipment) and interviews with three independent Toyota 
experts - all working as consultants on their own account - have been con
ducted. This led to a total of five TPCA and seven auxiliary interviews. This 
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research is the fruit of a collaboration with Kaz lchijo and has been documented 
by a series of conference papers/articles in 2006 (for example, lchijo and Kohl
bacher, 2006a, 2006b, 2007; Radler, 2006), which served as a helpful basis for 
the case study. 

A. 2. 3.7 Mazda Motor Corporation 

The Mazda MX-S roadster case study research is the fruit of collaboration with 
Jiro Nonaka and involved qualitative interviews with the two project leaders of 
the product development teams of the three generations of MX-S roadsters, 
Toshihiko Hirai and Takao Kijima in 2005. A second interview with Takao 
Kijima was conducted in 2006, as well as with the manager of the newly estab
lished knowledge management department. Additionally, an interview with 
Kentaro Nobeoka of Kobe University, Research Institute for Economics & 
Business Administration - who has seven years of experience as a product 
planner with Mazda Motor Corporation, where he was involved in project man
agement teams for several different models, including the researched case - was 
conducted in 2006. All interviews were conducted in Japanese. Nonaka and 
Katsumi's (2006) Japanese article on the development of the roadster served as a 
very helpful base for researching and writing up this case study, and a prelimi
nary version of the case study was presented at a research workshop (Nonaka, 
Kohlbacher, and Holden, 2006), where useful feedback was obtained. 

A. 2.3. 8 Maekawa Manufacturing 
The Maekawa case study involved a total of five qualitative interviews in 2006. 
In addition to two interviews with the President of the Maekawa General 
Research Institute, the former President and honorary Chairman, the head of 
the Corporate Communications Department and the general manager of the 
International Project Department were interviewed. Previous research on 
Maekawa, its management philosophy, and its particular project-based system 
has been published both in Japanese and in English. The former President and 
honorary Chairman of the company, Masao Maekawa, co-authored a book with 
renowned system theorist Shimizu Hiroshi of Tokyo University, called From 
Competition to Co-creation in 1998 (Shimizu and Maekawa, 1998) and more 
recently he published a book on his management and manufacturing philoso
phy (Maekawa, 2004). Research on Maekawa Manufacturing has been published 
in Japanese (for example, Tsuyuki, 2001b, 2006) and English (for example, 
Nonaka and Konno, 1998; Nonaka, Konno, and Toyama, 2001; Peltokorpi and 
Tsuyuki, 2006; von Krogh, Ichijo, and Nonaka, 2000; von Krogh, Nonaka, and 
Ichijo, 1997). 

A.2.4 Quality criteria 
For case studies, theory development as part of the design phase is essential, 
whether the ensuing case study's purpose is to develop or test theory, with 
theory development taking place prior to the collection of any case study data 
being an essential step in doing case studies (Yin, 2003a: 28-9). But depending 
on the depth and range of the extant literature, the initial focus of the case 
study may be quite focused or broad and open-ended. Therefore, and because 
the case study strategy is ideally suited to exploration of issues in depth and 
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following leads into new areas of new constructions of theory, the theoretical 
framework at the beginning may not be the same one that survives to the end 
(Hartley, 2004: 328). Besides, theory development not only facilitates the data 
collection phase of the ensuing case study, but the appropriately developed 
theory also is the level at which the generalization of the case study results will 
occur. This role of theory has been characterized by Yin (2003a: 31-2) as 'ana
lytic generalization' and has been contrasted with another way of generalizing 
results, known as 'statistical generalization' (ef. also Hartley, 2004; Numagami, 
1998). As a matter of fact, a common concern about case studies put forward by 
their critics is that they provide little basis for scientific generalization 
(Flyvbjerg, 2006a; Yin, 2003a). Yin (2003a: 10) answers this as follows: 

case studies ... are generalizable to theoretical propositions and not to popu
lations or universes. In this sense, the case study ... does not represent a 
'sample: and in doing a case study, your goal will be to generalize theories 
(analytical generalization) and not to enumerate frequencies (statistical gen
eralization). 

According to Flyvbjerg (2006a: 221), to understand why the conventional 
view of case study research is problematic, we need to grasp the role of cases 
and theory in human learning. The case study produces the type of context
dependent knowledge that research on learning shows to be necessary to allow 
people to develop from rule-based beginners to virtuoso experts, and in the 
study of human affairs, there appears to exist only context-dependent know
ledge, which, thus, presently rules out the possibility of epistemic theoretical 
construction. Indeed, context-dependent knowledge and experience are at 
the very heart of expert activity and such knowledge and expertise also lie at the 
centre of the case study as a research and teaching method or, to put it more 
generally still, as a method of learning (Flyvbjerg, 2001, 2006a). 

Furthermore, a major issue in designing case study research is the maxi
mization of conditions related to design quality, that is, the criteria for judging 
the quality of research designs. They are basically the following four: internal 
validity, construct validity, reliability, and replicability and external validity 
(ef., for example, Eisenhardt, 1989; Leonard-Barton, 1990; Numagami, 1998; 
Yin, 1981, 2003a). 

According to Gummesson (200S: 322), quality criteria for quantitative studies, 
such as reliability and representativeness, cannot in general be applied to case 
study research. As shown above, the sample is theoretical and purposeful, 
looking for cases that give maximum information, and preferably is guided by 
saturation, the point where no or little new information is added (Gummesson, 
200S: 322). Therefore, by choosing information-rich cases and using the 'force 
of example' (Flyvbjerg, 2006a), representativeness - in a qualitative sense -
should be obtained. 

As for reliability, Yin (2003a: 34, 37) states that the objective is to demon
strate that the operations of a study - such as the data collection procedures -
can be repeated, with the same results and that the goal is to minimize the 
errors and biases of a study. By recording the qualitative interviews (where per
mission was given) and using case study protocols, I tried to ensure a high level 
of reliability. 
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Construct validity is about establishing correct operational measures for the 
concepts being studied, and this test is especially problematic in case study 
research (Yin, 2003a: 35). Yin (2003a: 34, 36) offers three tactics to increase con
struct validity when doing case studies: the use of multiple sources of evidence, 
establishing a chain of evidence, and a review of the draft case study report by 
key informants. In order to ensure construct validity, I focused on the use of 
multiple sources (d. above, A.2.1) and a review of the draft case study report by 
key informants. The former is part of triangulation and the latter is also called 
'respondent validation' and both help to establish trustworthiness and credibil
ity of the research (Bryman, 2004). Where possible and appropriate, key infor
mants commented on the vignettes and depending on this feedback they were 
used for further refinement of the cases studies and/or analyses of them. The 
inclusion of both 'insiders' - the key informants - and 'outsiders' - myself and 
the readers - as well as the inclusion of archival company data and participant 
observation allowed for extensive data, researcher, and method triangulation, 
adding richness to the evaluation and interpretation of the cases, thereby 
enhancing the internal and construct validity of the conclusions drawn (Stake, 
1995; Yin, 2003a). As mentioned above, this has also led to knowledge co
creation between the informant companies - that is, certain interviewees - and me. 

According to Bryman (2004: 273) credibility also parallels internal validity. 
Internal validity is about establishing a causal relationship, whereby certain 
conditions are shown to lead to other conditions, as distinguished from spuri
ous relationships (Yin, 2003a: 34, 36). In my case studies, causal relationships 
were not the main focus of research and as a result, internal validity was not the 
most important criterion. Last but not least, external validity is about establish
ing the domain to which a study's findings can be generalized (Yin, 2003a: 34, 
37). It is important to note that while (quantitative) survey research relies on 
statistical generalization, case studies rely on analytical generalization (d., for 
example, Eisenhardt, 1989; Hartley, 2004; Perry and Gummesson, 2004; Yin, 
2003a). In analytical generalization, 'the investigator is striving to generalize a 
particular set of results to some broader theory' (Yin, 2003a: 37). Remaining 
concerns for external validity (particularly statistical generalizability) were 
traded off against the opportunity to gain in-depth insights, but multiple 
case analyses were used to ensure at least analytical generalizability due to the 
different industries studied (Eisenhardt, 1989; Yin, 2003a). 

Numagami (1998) questions the possibility of establishing invariant laws for 
social phenomena and presents an argument for the case study method. He 
argues that the conditions under which an invariant law can be discovered are 
so stringent that the search of an invariant law should not be the main objec
tive of management studies, and he contends that reliability/replicability and 
external validity are irrelevant not only for the case study, but for any method 
of management studies. Indeed, while the concepts and techniques for meeting 
the criteria for internal validity and construct validity have developed effec
tively, those for meeting reliability/replicability and external validity have not 
(Numagami, 1998: 2). But the latter two criteria 'are relevant only if the social 
researcher is searching for an invariant and universal law' (Numagami, 1998: 3). 
I am neither looking for any invariant law for knowledge-based approaches to 
marketing, nor do I believe there is one. Therefore, the two criteria of reliability/ 
replicability and external validity are not really relevant for my research project. 
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Finally, as mentioned above, the case study has its own rigour, different but 
no less strict than the rigour of quantitative methods, and the advantage of the 
case study is that it can 'close in' on real-life situations and test views directly 
in relation to phenomena as they unfold in practice (Flyvbjerg, 2006a: 235). In 
this context, it is also important to note that proof 'is hard to come by in social 
science because of the absence of "hard" theory, whereas learning is certainly 
possible' and that in essence, 'we have only specific cases and context-dependent 
knowledge' (Flyvbjerg, 2006a: 224). Therefore, I see the results from this research 
project as a learning process and learning insights rather than hard proof of a 
theory or ideas. 



Notes 

1. Of course, the term 'knowledge-based management' is not my invention 
and eminent scholars such as Ikujiro Nonaka also tend to use this term 
instead of 'knowledge management'. Cf. also Chapter 3.3 on the know
ledge-based theory of the firm. 

2. As will be relevant in later chapters (e.g. 4.2.2.2) Gummesson (2003b) has 
given the dual labels of 'value society' (with focus on output) and 'network 
society' (with focus on input) to the contemporary economy. 

3. Teece, Pisano, and Shuen (1997: 516) define dynamic capabilities 'as 
the firm's ability to integrate, build, and reconfigure internal and external 
competences to address rapidly changing environments'. 

4. For a detailed critical discussion of knowledge-based approaches to the 
theory of the firm see Conner (1991, 1996); Eisenhardt and Santos (2002); 
Foss (1996a, 1996b); Kogut and Zander (1992, 1996). 

5. I acknowledge the fact that the dichotomous distinction between Western 
and japanese approaches to knowledge creation according to a focus on 
explicit or tacit knowledge might be a somewhat oversimplified general
ization. I know of exceptions to this rule on both sides and believe that it 
is frequently the corporate rather than the national culture that plays the 
decisive role in this context. Nevertheless, Nonaka's theory is widely 
acclaimed and accepted - for critical literature see 6.6 - with the state
of-the-art literature in the field of knowledge management recognizing and 
agreeing on this distinction. Moreover, both my own empirical research 
experience, as well as the differences in the focus of the knowledge man
agement literature in the West and in japan, seem to suggest that there is 
indeed a tendency of Western firms to focus on explicit knowledge and for 
japanese firms to focus on tacit knowledge. 

6. Interestingly, the japanese translation of Wenger and Snyder's (2000) 
Harvard Business Review article - published in the Diamond Harvard Business 
Review (August 2001), pp. 120-9 - has the title 'The Innovation Power of 
Ba'. The translator mentions in a short note that CoPs are the same as the 
concept of 'ba' and uses the term 'ba' as a translation of CoP throughout 
the article. 

7. Even though the concept of absorptive capacity has been widely discussed 
and used in the extant literature (e.g. Cohen and Levinthal, 1990; Van den 
Bosch, Van Wijk, and Volberda, 2003; Zahra and George, 2002), it was 
not researched in the empirical research project underlying this book and 
will therefore not be discussed in greater detail here. 

8. For the concept of 'co-creation' see, for example, Savage (1996). 
9. Formerly known as Dorothy Leonard-Barton. 

10. As a matter of fact, both are very well acquainted with each other. Ikujiro 
Nonaka has also pointed out some of the similarities to me on several oc
casions (personal communications with Ikujiro Nonaka, May-September 
2006). 
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11. Though the main focus in this book will be Nonaka's work. 
12. Compare Bell, Whitwell, and Lukas' (2002) approach to reviewing the liter

ature on organizational learning and marketing, which identifies four dif
ferent schools of thought in organizational learning, but fails to discuss 
marketing knowledge and knowledge management issues. 

13. According to Baker and Sinkula (2005: 484), more than 100 studies since 
1990 have looked at the market orientation-performance relationship. 

14. Kumar, Scheer, and Kotler (2000) distinguish four orientations to market
place: sales driven, market driven, customer driven, and market driving. 
They finally make a strong claim for market driving companies. Jaworski, 
Kohli, and Sahay (2000), on the other hand, see both the market-driven 
approach and the driving-markets approach as approaches to being market
oriented. I follow this latter notion. 

15. The actual starting point was probably Day and Wensley (1988). 
16. Drucker's dictum is from Drucker (1954). 
17. Slater and Narver (1995) see market orientation as one of five critical com

ponents of the learning organization, with the others being entrepreneur
ship, facilitative leadership, organic structure, and decentralized strategic 
planning. A detailed discussion of these other components would go beyond 
the scope of this book, however. 

18. For a detailed analysis, discussion, and definition of organizational memory 
see Walsh and Ungson (1991). 

19. The market sensing capability is complemented by the capability of 'peri
pheral vision', which is much more than sensing and is also 'knowing 
where to look more carefully, knowing how to interpret the weak Signals, 
and knowing how to act when the signals are still ambiguous' (Day and 
Schoemaker, 2006: 2; cf. also the special issue of Long Range Planning, 2004). 

20. Note that this article appeared as early as in 1977. 
21. Sinkula (1994) proposes a hierachy of market knowledge that encompasses 

seven levels of knowledge, but a detailed discussion would go beyond the 
scope of this book and be unnecessarily complicated. 

22. As a matter of interest, Brodie, Uncles, Wierenga, Midgley, and Rossiter 
are all close friends and members of the Marketing Knowledge Project's 
international committee (Rossiter, 2002). 

23. Hackley (1999: 722) further notes that this is a 'problematic feature not simply 
of marketing but of every practical discipline' (cf. also Polanyi, 1962, 1966). 

24. For a discussion of non-keiretsu business networks of small- and medium
sized firms in Japan see Ibata-Arens (2004). 

25. The Zaltman Metaphor Elicitation Technique, employed by Olson Zaltman 
Associates and its licensees, is a patented research method, US Patent 
Number 5,436,830. 

26. Slater and Narver (1998; 1999), in a discussion of market orientation in a 
series of articles in the Strategic Management Journal, distinguish between 
two forms of 'customer orientation' that are frequently confused. The first, 
a customer-led philosophy, is primarily concerned with satisfying cus
tomers' expressed needs, and is typically short term in focus and reactive in 
nature. The second, a market-oriented philosophy, goes beyond satisfying 
expressed needs to understanding and satisfying customers' latent needs 
and, thus, is longer term in focus and proactive in nature. 
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27. Except for Seven Eleven Japan, the only two other cases researched and 
discussed by Nonaka and associates of firms that consciously take know
ledge-based approaches to marketing seem to be Ryohin and Maekawa 
(Senoo, Akutsu, and Nonaka, 2001). Besides, in their study of branding 
capabilities, Akutsu and Nonaka (2004) use the theory of organizational 
knowledge creation and an extended notion of brand knowledge and re
define the brand-building method as the brand knowledge-creation process, 
with Sony serving as an illustrative example. Katahira, Furukawa, and Abe 
(2003), in their book Beyond Customerism, offer a range of Japanese com
panies that go beyond mere customer focus and can, in their own particular 
way, be seen as taking knowledge-based approaches to marketing. 

28. In contrast to that, ct. also Brown's (2001) call for 'tormenting' customers 
through retromarketing. 

29. Prospecting is the process of finding 'the relevant pockets of knowledge 
from around the world' (Santos, Doz, and Williamson 2004: 35). 

30. This case study is based on Kohlbacher and Mukai (2007). 
31. As of 2006, Asia-Pacific headquarters were relocated to Shanghai. 
32. Ichijo and Kohlbacher (2006a, 2006b, 2007) served as helpful references in 

researching and writing up this case study. 
33. Nonaka and Katsumi's (2006) Japanese article on the development of the 

roadster served as a very helpful basis for researching and writing up this 
case study, and a preliminary version of the case study was presented at a 
research workshop (Nonaka, Kohlbacher, and Holden, 2006), where useful 
feedback was obtained. 

34. Cusumano and Nobeoka (1998: 196) call the development team of the first 
Mazda roadster a 'guerrilla-type' product team as a special project. 

35. The official English name is 'MAYEKAWA MFG. CO., LTD'; however I use 
the more common transcription 'Maekawa' in this book. 

36. For a review of the recent literature on knowledge brokers see Vicari and 
Cillo (2006). 

37. Note that customer focus here refers to the initiative implemented at 
Siemens rather than the academic concept of customer focus that was men
tioned in Chapter 4.1.3.3. 

38. Of course, there will also be customers who gain value from simply owning 
the car. But I argue that the value will be greater if it is co-created through 
the experience of 'lots of fun' and by actually realizing Jinba Ittai. 

39. Ikujiro Nonaka confirmed this to me in a personal communication on 
6 July 2006 in Tokyo. 

40. For detailed information on the MAKE award see the homepage of Teleos 
and the KNOW Network: http://www.knowledgebusiness.com/. 

41. I prefer to refer to topics rather than questions. Qualitative interivews 
are mainly led by the interviewee rather than the interviewer. Therefore, 
I basically only suggested topics to talk about and asked specfifc questions 
in response to what the interviewees were saying. 
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