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ABSTRACT

Limited resources, such as the knowledge and skills of employees, are one of the main
problems faced by micro, small and medium enterprises (MSME). Based on the knowledge-
based view (KBV), to overcome these problems, MSME can access external resources, such
as knowledge transfer activities from universities through university-MSME partnership.
Facing the digital transformation, the partnership development required to be redesigned to
adapt to changes by considering internal aspects such as leadership, information, and
communication technology (ICT), work environment, employee positive intention, and
absorptive capacity. This paper discusses the proposed conceptual framework for knowledge
transfer from university to MSME in the digital transformation era. The discussion includes a
knowledge-based view as the theoretical basis to explain the motivation of university-MSME
partnerships, how to design the partnerships in the digital transformation era, previous studies
on knowledge transfer from university to MSME, and the development of propositions to
explain internal aspects that affect the success of knowledge transfer activities. This paper is
expected to contribute to the development of strategic management literature, especially
related to the strategic alliance’s issue and provide insight and consideration for decision-
makers in developing partnerships.

Keywords: knowledge-based view, knowledge transfer, university-industry partnership,
digital transformation, proposed conceptual framework

INTRODUCTION

Limited human resources (HR) become one of the basic problems faced by MSME in
Indonesia that must receive important attention to overcome considering that HR is the main
determinant factor in determining the success of a company. Optimization of HR potential
can be conducted through access to resources from outside of the company, such as
universities, through knowledge transfer activities by developing partnerships with
universities as knowledge-producing institutions. Based on a knowledge-based view (KBV),
knowledge is the most important and primary resource for an organization or a company
(McEvily & Chakravarthy, 2002), specifically tacit knowledge (Polanyi, 1967). An
organization or company decides to involve in partnerships with other organizations or
companies to be able to access external resources in certain functional areas since the
knowledge required cannot be developed by the company independently.



Tachyan and Rosmadi (2018) suggest that knowledge transfer activities from
universities can increase company productivity and performance through increasing
production efficiency and effectiveness, company revenues and profits, and innovation
capabilities. Even though knowledge transfer activities between organizations are not easy to
conduct due to the high level of complexity and the limitations of the character and
organizational culture, encouragement for the development of partnerships between
universities and MSME is still being carried out (Smith et al., 2005). Rossi (2010) suggests
that the process of transferring knowledge and technology from universities to MSME carried
out may include activities such as the development of start-up companies, research
collaborations, research contracts and academic consulting, development and
commercialization of intellectual property rights, and other activities such as cooperation in
education, training of company staff, and exchange of researchers.

Knowledge transfer activities in university-MSME can be implemented in two
directions, both from university to MSME and from MSME to university. However, in this
paper, the knowledge transfer process focuses on one direction, namely from university to
MSME. This is due to the reason that universities as knowledge producers have an important
role in the production process, diffusion, dissemination of knowledge, and technology
development to meet the needs of MSME (Goransson & Brundenius, 2011). It can be
concluded that in the context of universities-sMSME partnership, the university is the
producer of knowledge and technology that will transfer knowledge to MSME (transferor),
while the industry plays a role as users of new knowledge and technology developed from the
research results of researchers and experts working in the field of the education sector and
research institutions (transferee). The university has a responsibility in developing the
industrial sector through the provision of quality human resources, new ideas, and modeling
to solve problems in the industry. Hermans and Castiaux (2007) suggest that universities are
also responsible for transferring, developing, and disseminating knowledge that will be useful
for solving industrial problems. On the other hand, the industry must also be able to conduct
research and development for product innovation by the consumers’ needs and desires.

To ensure the success of knowledge transfer activities from university to MSME, both
parties must work together to overcome the main obstacle that often arises, namely the
mismatch between university and MSME. Alignment of actions to achieve the objectives is
needed so that perception discrepancies due to the different roles of both parties can be
minimized (LaRocque, 2015). Other challenges arise due to the demands of digital
transformation which have an impact on the disruption of innovation. Christensen and
Raynor (2003) suggest that the disruption of innovation occurs not only related to
technological change but also in practical processes where the role of the internet in everyday
life is important, especially in terms of access to information.

Facing the challenges of change due to digital transformation, the Government of
Indonesia has developed a roadmap for implementing a competitive strategy to support the
industrial sector, known as Making Indonesia 4.0. The full utilization of information and
communication technology (ICT) in the production process to the entire industrial value
chain using a digital basis is the Government's main priority so that industrial productivity
and efficiency can be increased. Utilization of ICT focuses on five main technologies
including the internet of things (loT), artificial intelligence, human-machine interfaces,
robotics, and of censor technology, and 3D paintings (Kemenperin.go.id). The link and match
program of the industrial sector with the Education and Government sectors is also a priority
for the Government, for example, the development of synergies between the Ministry of
Industry and State-Owned Enterprises (BUMN), and Cooperation between the Ministry of
Manpower, Ministry of Education and Culture, Ministry of Research and Technology and
Higher Education.



The success of knowledge transfer activities from universities to MSME requires the
Government and external parties’ support such as universities, however, internal factors such
as leadership, leadership, information, and communication technology (ICT), work
environment, employee positive intention, and absorptive capacity. This paper discusses a
proposed conceptual framework for knowledge transfer from university to MSME in the
digital transformation era. The literature review will begin with a discussion of the
knowledge-based view as the theoretical basis used to explain the motivation of the
partnership, how to design the partnerships in the digital transformation era and previous
studies on knowledge transfer from university to MSME. The discussion ends with the
development of propositions that describes the proposed framework for the transfer of
knowledge from universities to MSME.

LITERATURE REVIEW
Knowledge-Based View

Knowledge is one of the most important predictors of company success, both large
companies and MSME. Knowledge can be in the form of managerial competence and skills,
educated and trained employees, mastery of technical knowledge, operational methods, and
management. With regard to aspects of human resources (HRM), professional experience,
education and skill development, HR capital has an important role for companies because
mastering knowledge will make the company more innovative and able to produce creative
ideas that can be used as a source of company competitive advantage. Company knowledge
that is unique, specific, innovative, and difficult to obtain will be difficult to imitate by other
companies and can be the most valuable knowledge and difficult to transfer (Staniewski,
2008).

The unique characteristics of MSME such as of limited financial and human resources,
simple management that focuses on the owner as the main person in charge, focus on daily
operational activities and the determination of short-term strategies can be the main obstacles
in the knowledge management process and the application of knowledge management
practices (Torrés & Julien, 2005). However, the flat and flexible characteristic of the MSME
structure and informal leadership style can make it easier for MSME to adapt and innovate
according to changes that occur in the digital transformation era. A flat and flexible
organization may overcome complex problems that often arise and become the inhibiting
factors for large companies to be innovative and adaptive in responding to change.

Knowledge becomes the company's most significant strategic resource (Grant, 1996).
Based on the perspective of the knowledge-based view (KBV), the survival and growth of a
company depend on the integration of several aspects, namely productive knowledge
resources, decision-making abilities, and competitive advantages that come from the
coordination and combination of different knowledge resources at the enterprise level rather
than the individual level through business activities as summarized in Table 1. Knowledge,
especially tacit knowledge, is the most important and valuable organizational resource since
it is inherent in individuals and has characteristics that are difficult to articulate and transfer
to other individuals or groups. Polanyi (1967) defined tacit knowledge as "know more than
we can say. While explicit knowledge refers to knowledge that can be articulated through
actions rather than specific explanations of what one knows. Barney (1991) suggests that the
success of knowledge management and utilization is strongly influenced by the absorption
capacity of the organization and the characteristics of the transferred knowledge. The more
complex, heterogeneous, and difficult to imitate, the more difficult it will be for companies to
be able to benefit from knowledge transfer activities.

KBV provides an explanation of company motivation to engage in inter-organizational
knowledge transfer activities to be able to access resources owned by other organizations or



companies. Through access to resources from other organizations, a company gains benefits
to increase knowledge in certain functional areas that are not owned and may be difficult to
develop independently by the company. Ireland et al. (2002) identified knowledge that can be
accessed from other organizations through partnerships including the skills, capabilities, and
processes that are essential to improve organizational performance and competitiveness and
share the risk of investment assets.

Table 1. Knowledge-Based View

Focus According to KBV, knowledge is the most important organizational resource
in improving performance and achieving a company's competitive advantage
(McEvily & Chakravarthy, 2002), (Polanyi, 1967)

Partnership | The decision to involve in a partnership with other organizations or
Motivation | companies is based on efforts to acquire and possess scarce resources in
certain functional areas that cannot be produced independently by the
company internally, partnership with external parties is required to gain
access to external knowledge so that internal competencies and capabilities
can be improved.

Antecedent | Absorption Capacity (Gupta & Govindarajan, 2000; Lane et al., 2001);
Factors Knowledge ambiguity (Simonin, 1999), Network attributes (Polanyi, 1967;
Yli-Renko, 2001); Heterogeneity of knowledge (Rodan & Galunic, 2004)
Source: Author’s Elaboration

Designing University-MSME Partnership in the Digital Transformation Era

The university-MSME partnership is important since, with limited resources, MSME
may not have the ability and capacity to develop in-house R&D (Research and Development)
independently due to the large investments required. On the other hand, in-house R&D is an
important investment that must be undertaken by a company to carry out innovations such as
product and process development, developing the ability to absorb knowledge and
understanding and mastering new technologies. Partnerships with universities will provide
benefits for MSME to support research and development activities as well as the production
of new MSME knowledge which will also benefit universities in terms of obtaining patents
and commercializing the research findings achieved.

Several channels of knowledge transfer from university to MSME can be through
codified knowledge (e.g. publications, patents, and formal collaboration) or informal contact
and consultation with researchers and experts from universities (Cohen et al., 2002). The
form of cooperation and the channel of knowledge transfer chosen will be influenced by the
type of industry in which MSME operates. For MSME engaged in services, a partnership that
will focus on HRM training and development activities will be preferred over partnerships in
terms of research or other collaborations. However, for MSME engaged in manufacturing or
producing products, investment in research and development will be preferred by focusing on
research collaborations to produce patents and intellectual property rights (Schartinger et al.,
2002).

To develop university-MSME partnerships, especially in the digital transformation era,
several factors need to be considered. The fundamental and most important factor is the effort
to develop a digital platform to support the transfer of knowledge. Both parties have the same
roles and responsibilities in identifying motivations, interests, business problems, and
possible solutions that can be developed. A strong commitment to establishing regular
communication to minimize the possibility of conflict due to miscommunication and
differences in perception is also needed. Both parties also need to actively create
opportunities by taking a transdisciplinary approach to students, alumni, academics, and



business partners to ensure that they have an aligned vision and mission regarding the
partnerships developed. By achieving synergies between the two parties, it is expected to
minimize violations and opportunistic behavior that may arise in the partnership. To create
synergy, support for HRM readiness and willingness is needed.

Previous Research on University to MSME Knowledge Transfer

Research on university partnerships and MSME has focused more on the consequences
aspects, namely the impact of partnerships on growth and profitability (Omerzel, 2010),
innovation performance (Deschamps et al., 2013; Apa et al., 2020), competitive advantage
(Deschamps et al., 2013; Apa et al.,, 2020), competitive advantage (Ratnawati, 2019).
Omerzel (2010) conducted a study that aims to examine the effect of knowledge management
determinants which include knowledge use, knowledge acquisition at the individual level,
knowledge storage, motivation, measurement of the efficiency of knowledge management
implementation, and knowledge transfer, on company performance as measured by growth
and profitability. Through exploratory studies and confirmatory analysis, it is concluded that
all dimensions of knowledge management are interrelated and significantly affect the
performance of MSMEs.

The study by Deschamps et al. (2013) aims to find out how MSMEs are involved in
collaboration with universities, how is the role of intermediaries in university and MSME
partnerships, and the types of management practices used. The results of the study conclude
that MSME are not too concerned with understanding Intellectual Property (IP) and efforts to
improve capabilities. Intermediaries who are responsible to guide MSME in partnerships, still
have problems with IP transfer and sharing tools which are still low. Overall, it can be
concluded that IP transfer and management practices in partnership management are still not
sufficient to provide support for increasing MSME innovation activities.

Apa et al. (2020) conducted a study to analyze the impact of the university-MSME
partnership on innovation performance. The research was conducted in Veneto, Italy by
considering the variation of partnerships form aspects, namely formal and informal, as well
as aspects of the possible influence of absorption capacity on performance. The results of the
study show that university and MSME partnerships will effectively improve innovation
performance. Ratnawati (2019) conducted a study to examine the impact of a partnership
strategy on the performance of the creative industry through competitive advantage for
MSME in Malang City by involving 100 MSME. The results of the study show that the
partnership strategy has a significant effect on the performance of MSME.

Knowledge transfer within university-MSME partnerships has an important role in the
consequences of the partnership. Studies on the antecedents of knowledge transfer include
absorptive capacity and combinative capabilities (Zonooz et al., 2011); organizational culture,
organizational structure, trust, motivation, and employee attitude (llmaniarti & Putro, 2018).
Zonos et al. (2011) stated that absorptive capacity and combinative capabilities are important
determinants that affect knowledge transfer in university and MSME partnerships. Absorptive
capacity refers to complementary knowledge and related experiences in the past. Meanwhile,
combinative capabilities are the capacity to combine and recombine existing knowledge.

llmaniarti and Putro (2018) conducted a study that aims to simplify the antecedent
dimensions of knowledge transfer which consists of five dimensions including trust,
organizational culture, organizational structure, employee attitudes, and motivation by
considering the intercorrelation between dimensions, and the analysis is carried out using the
principal component. analysis. The results of the study show that the five antecedent
dimensions of knowledge transfer can be grouped into three dimensions, namely, work
atmosphere, employee positive intentions. and employee mindset.



Factors Affecting University to MSME Knowledge Transfer
Leadership Style

Leaders are the determinants of the company's success or failure since they are
responsible for the company's strategic decision-making. These decisions include planning,
developing company capabilities, establishing adaptive strategies to respond to changes, and
improving company performance. In addition, leaders are also responsible for motivating
employees, developing employee loyalty to the company and conducting supervision. A good
leadership style will enable the team or individual employees to work together effectively,
implement the strategies that have been formulated by the company, and develop processes,
skills, and mindsets that are in line with the company’s vision and mission. Organizational
success in the process of learning, change, creating innovation, managing human resource
talent, and creating organizational culture is also strongly influenced by the leadership style
within the company. Leadership style is defined as a pattern of behavior that a person has to
influence others and they can accept; (Hersey & Blanchard, 1969 cited in Nellyanti et al.,
2020).

Leadership style has an important role in knowledge transfer activities. Knowledge, in
knowledge transfer activities, is seen as an entity that can be shared automatically from the
knowledge owner or originator to the interpreter, the party who receives the knowledge.
Nonaka et al. (2000) classified knowledge into two categories, namely tacit and explicit
knowledge. Tacit knowledge is understood as the knowledge that is unexpressed and obtained
through experience and skills possessed by a person. While explicit knowledge is the
knowledge that can be obtained through the learning process by reading books and journals,
attending seminars, and other learning processes. This knowledge is transferred and
communicated in communal situations. The approach to knowledge transfer reflects the
individual's readiness to receive and implement knowledge. In this process, a leadership role
is needed to plan and realize activities, such as knowledge transfer, by the company's vision
and mission, so that the following proposition is developed:

Proposition 1: Transfer of knowledge is influenced by the leadership style

Information and Communication Technology

Information and communication technology (ICT) significantly influence a company's
business activities, especially in the digital transformation era. Sher and Lee (2004) suggest
that ICT is one of the important organizational factors in facilitating knowledge transfer
activities both within and between organizations. Previous empirical studies have proven that
ICT has a significant positive effect on knowledge transfer (Davenport & Prusak, 1998). The
adoption of ICT in companies not only improves company performance but also becomes an
accelerator of the knowledge transfer process through the process of accessing, searching,
and utilizing information. ICT also supports the process of collaboration and communication
between members of the organization. However, support for the implementation of ICT will
be difficult without the desire of individuals involved in the organization to be involved and
support knowledge transfer activities.

Sajjad and Zhang (2011) stated that ICT is important in coordinating and facilitating
communication during the knowledge transfer process so that obstacles such as physical and
social distancing can be overcome properly. For example, the problem of temporal distance
can be overcome through the approach of knowledge repositories that can be accessed
anytime and anywhere. Likewise, social distance problems such as cultural and language
differences can be overcome through translation facilities and access to knowledge through
ICT to study the other organizations or countries’ cultures. ICT will indeed make explicit



knowledge easier to access and transfer, however, on the other hand tacit knowledge which is
difficult to extract, codify and transfer like explicit knowledge requires face-to-face
communication to solve these problems. Based on the explanation of the role of ICT in
knowledge transfer activities, the following proposition is developed:

Proposition 2: Transfer of knowledge is influenced by information and communication
technology (ICT)

Work Environment

The work environment is related to organizational factors such as organizational
structure and organizational culture. Ghani et al. (2002) define organizational structure as a
formal allocation of job roles and administrative mechanisms in a company that is used to
supervise, control, and integrate activities carried out by employees within the company.
Lichtarski (2009) defines organizational structure as a clear pattern of relationships that
connect units of the organization through supervision, communication, and authority patterns
between these units. In general, the organizational structure consists of three elements, one of
which is formalization. Formalization has standardized work characteristics and worker
behavior is regulated by explicit rules and procedures so that it will eliminate the spontaneity
and flexibility of employees needed in the company's innovation process.

In companies with low formalization such as MSMEs, employee work behavior is
relatively unstructured and employees have greater freedom so that they support the
company's innovation process (Chen & Huang, 2007). Zubair et al. (2014) suggest that to
support knowledge transfer activities in companies, three organizational structure items must
be considered, namely decision-making method with participatory and empowers employee
involvement, the ease of information flow that connects employees to different parts of the
company, and the existence of cross-functional team within the company.

The aspect of organizational culture is also an important determinant in ensuring the
success of knowledge transfer so that norms are formed which will ultimately influence
employees to be committed and involved in the knowledge transfer process (Chang et al.,
2017). Organizational culture is understood as the values, beliefs, and behavior patterns of
organizational members that form organizational identity and organizational member
behavior to achieve organizational success by the developed organizational vision and
mission. Based on this explanation, the following proposition is developed:

Proposition 3: Transfer of knowledge is influenced by the work environment

Employee Positive Intention

A study conducted by Hislop (2003) cited in Ilmaniati and Putro (2018) concluded that
employee attitudes, such as motivation to learn independently, are very important in
encouraging knowledge transfer activities. On the other hand, attitudes such as reluctance to
learn something new and adapt to changes, as well as a fear of sharing knowledge since they
feel they will lose their advantage, are factors that can hinder the knowledge transfer process
(Gazor et al., 2012). Some of the employee positive attitudes that can support the success of
knowledge transfer activities include the desire to help others, trustworthiness, and
personality.

Employees who have intrinsic motivation to help others have a significant contribution
to the knowledge transfer process since they support problem-solving within the company.
Likewise with trust, the higher the level of trust, the higher the level of desire to transfer
knowledge. Studies show that the higher the level of trust, the higher the desire of a person to
share or transfer the knowledge they have to others whom they value as honest and



trustworthy. Personality factors are considered to be the strongest predictor of knowledge
transfer compared to trust and desire to help others. This inner personality is related to
motivation, trust, concern for others, and self-efficacy. Based on this explanation, in this
study the following propositions were developed:

Proposition 4: Transfer of knowledge is influenced by employee positive intention

Absorptive Capacity

Cohen and Levinthal (1990) define absorptive capacity as the company's ability to
recognize, assess, and apply knowledge obtained from external sources for company benefit.
Absorptive capacity is a determining factor for the success of knowledge transfer activities
from external to the company since it supports the process of seeking new knowledge and
increases the company's ability to seek new connections so that the company's innovation
capabilities can be increased. Previous empirical studies considered absorptive capacity as the
main determinant and facilitator of knowledge transfer (Van Wijk et al., 2008). The
conceptual literature on absorptive capacity concludes that there is a theoretical link between
absorptive capacity and knowledge transfer in the context of partnerships and acquisitions.
Manbieva et al (2003) suggest that employees in receiver organizations must be able to
understand the knowledge possessed by the sender and understand how the knowledge
received can be implemented to support knowledge transfer activities so that the following
proposition is developed:

Proposition 4: Transfer of knowledge is influenced by absorptive capacity

Conclusion

This paper is a synthesis of previous studies that aim to develop a conceptual framework
of antecedents of knowledge transfer from universities to MSME which includes leadership
style, information and communication technology, work environment, employee positive
intention, and absorptive capacity. It is important to conduct a study on the transfer of
knowledge from universities to MSME considering that MSME are the pillars of the
Indonesian economy that contribute significantly to Indonesian economic growth and Gross
Domestic Product. On the other hand, MSMEs are still facing various internal problems due
to limited resources and the challenges of a digital-based business model. This paper is
expected to contribute to the development of strategic management literature and insight for
decision makers in creating effective knowledge transfer from universities to MSMEs.
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