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THE ROLE OF EXTERNALIZATION IN THE CREATION OF
MANAGEMENT KNOWLEDGE

1 Introduction

The presence of information technology (IT) in people’s lives — on both a personal and a
professional level — reinforces the ongoing relevance of knowledge and offers wide access to
information exchange among people in a globalized and virtually connected environment
(Kumar, 2006; Lévy, 2003; Lunardi, Dolci, & Macada, 2010; Menezes, Johann, Valentin, &
Scott, 2017). In a context characterized by connectedness and focused on the exchange of
information and knowledge, managers are challenged to evolve in the ways they manage
processes and especially teams.

This new panorama in the knowledge economy requires making a break with the
traditional management model, necessitating new methods, references and metrics for
coordination (Carvalho, 2012). Within this context, the role of administrators is not limited to
controlling knowledge creation; instead, they should support the promotion of knowledge
(Ichijo, 2008; Muzzio, 2017) and this can be done through knowledge management (KM)
(Cherman & Rocha-Pinto, 2013).

Although there is no unified concept of KM (Avelar, Vieira, & Santos, 2011; Carneiro,
Zilinksi, & Costa, 2017; Rocha Neto, 2012; Shin, Holden, & Schmidt, 2001), it has been a
central focus of interest for researchers involved in the investigation of related phenomena. The
research studies conducted by these authors have helped to articulate the depth and breadth of
this topic and have increased its popularity in various areas with different points of interest,
including conceptions of KM, theories based on organizational knowledge and innovation, and
organizational learning and KM strategy (Ma & Yu, 2010). According to Cherman and Rocha-
Pinto (2013), research on KM in Brazil has concentrated on the fields of IT, organizational
factors and organizational performance.

The creation of organizational knowledge can be understood as a process that
disseminates knowledge created by the individual through the whole organization,
consolidating it as part of the corporation’s knowledge network (Nonaka & Takeuchi, 1995;
Razmerita, Kirschner, & Nielsen, 2016). This study restricts itself to corporate knowledge, but
it does not adopt a philosophical discussion of knowledge as its focus. For Nonaka and von
Krogh (2009), as well as for Binotto, Nakayama and Siqueira (2011), the theory of knowledge
creation is one of the most comprehensive KM models due to its coherence in uniting tacit and
explicit knowledge.

Choo (2011) states that understanding the externalization of knowledge is indispensable
for corporate development in terms of the knowledge economy. Therefore, when one considers
that in knowledge-intensive business firms (KIBS) knowledge resides essentially within each
person’s subjective experience, externalization becomes imperative as turnover in human
resources can interfere with the knowledge available to the organization (Bettiol, Di Maria, &
Gradinetti, 2012).

The thesis on which this study is based is that externalization plays a central role in the
creation of corporate knowledge; it is not simply a phase, but is the most important moment in
the process of knowledge creation. Without transforming tacit knowledge into explicit
knowledge, KM does not happen; rather, there is only information management (IM) and this
is not enough to compete. Primarily, we argue that to work, Nonaka and Takeuchi’s (1996)
socialization, externalization, combination and internalization (SECI) model must be combined
with the necessary conditions for knowledge creation.

However, although in general work on KM, or specifically knowledge theory, recognizes
the importance of externalization within the process of knowledge creation, there are still few
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studies that focus on this aspect. In Brazil, no study is to be found in this field and internationally
few studies touch on the issue and only indirectly (Hayashi & Ohsawa, 2015; Moskaliuk,
Bokhorst, & Cress, 2016; Razmerita et al., 2016; Sorensen, 2015; Vick, Nagano, & Popadiuk,
2015; Zhao, Ha, & Widdows, 2016). We thus identify a gap in the role of outsourcing within
the macro process of creating corporate knowledge.

Accordingly, the objective of this research is to understand the role of externalization in
the creation of corporate knowledge. Specifically, we aim to describe the movement of the
knowledge spiral and investigate the promotion of the five conditions necessary for the creation
of corporate knowledge. It is should be noted that the focus of this research is on exploring the
transformation of tacit knowledge into explicit knowledge based on the assertion that this is the
fundamental route of KM (Bettiol et al., 2012; Silva & Binotto, 2013).

A predominantly qualitative methodology was adopted through a single case study
formed by six mini-cases of advertising agencies in Brazil. The qualitative data source was an
online interview with a focal group of advertising leaders, identifying the perspectives of
managers. This evidence was supplemented with data collected through an online questionnaire
(quantitative method) administered to the teams of the advertising agencies and capturing the
views of the employees. The data were examined through content analysis. As far as strategy
was concerned, we chose to work with a case study as this is recommended when aiming to
augment a theme that has been already worked on from a new perspective. With regard to
validity and reliability, we chose to adopt two sources of evidence, a questionnaire and an e-
focus group, linking these sources to demonstrate the validity of the findings and enhance
reliability. We thus employed a case study protocol for the operationalization the study together
with data triangulation.

This research contributes to theoretical and empirical understanding of the creation of
corporate knowledge; in particular, without externalization, the cycle of knowledge creation is
not complete. In terms of managerial practice, the results show that without a focus on the
externalization process, it is not possible to raise the handling of information to the level of KM
and therefore no new knowledge will be created. From the academic perspective, it is apparent
that the knowledge spiral must be combined with all five conditions for the creation of
knowledge for this to be successful.

In addition, from a methodological perspective, the adoption of the focus group mediated
through Facebook® illustrates the possibility of exploiting the potential of this approach as a
research technique. Employing a means of social networking, with its intense virtual
interaction, confers advantages in terms of addressing time constraints and provides hyper-
connectivity. Research techniques will advance with technology and social researchers need to
keep pace with this movement.

2 Knowledge Management

Knowledge represents the most important asset in organizations (Aradjo, Mottin, &
Rezende, 2013; Choo, 2011; Lastres & Ferraz, 1999; Silva & Binotto, 2013; Sveiby, 1998). As
there is no single, unified theory to explain KM, it is necessary to establish a guiding definition.
Moving towards a practical perspective, the fundamentals of KM focus on guaranteeing that
each staff member has access to knowledge at a suitable time and place, thereby helping to
promote and share this knowledge, as well as ensuring mutual collaboration through facilitating
its use. Therefore, it is asserted that any organization, regardless of size or branch of activity,
can generate knowledge, but it is necessary for the managers to create an environment that
promotes the possibility of transforming individual knowledge into collective knowledge
(Braga & Gemino, 2017).

For Bettiol et al. (2012), research concerning KM has indicated that codification —
transforming tacit knowledge into explicit knowledge — is a convenient strategy that can be
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used to increase the efficiency of communication through support for knowledge conversion
between the individual and the company. However, when one considers companies that are
specialized in intensive knowledge services, it is clear that tacit knowledge has a significant
place in the development of company activities, with an emphasis on a personalized strategy
that consists of transforming tacit knowledge into new types of tacit knowledge (Hansen,
Nohria, & Tierney, 1999; Marodin & Vargas, 2004).

Analysing the KM strategies adopted in advertising agencies, Bettiol et al. (2012) reveal
that firms are surpassing the trade-off in a seemingly dichotomous choice between codification
and personalization, rather adopting a hybrid strategy that essentially amounts to the
codification of work processes and a personalized final product (service result).

With regard to knowledge, Nonaka and Takeuchi (2008) distinguish two types: tacit
knowledge and explicit knowledge. These are terms that, according to Binotto et al. (2011),
convey what knowledge represents, i.e. the meaning of knowledge, within organizations in the
most efficient way. For Nonaka and Takeuchi (2008), these types of knowledge are
complementary and both are present in the exchanges that take place between human beings.

3 The Creation of Organizational Knowledge

According to Nonaka (2008), for the creation of organizational knowledge to develop
efficiently, a favourable context is required. Regardless of the KM strategy chosen — coding
and/or personalization — this context can be structured through the following five conditions
that encourage knowledge creation in companies: intention, autonomy, fluctuation and creative
chaos, redundancy and the variety requirement (Nonaka & Takeuchi, 2008). These five
conditions, when strategically articulated, prevent the knowledge generated by team members
from being lost, thus increasing the company's competitiveness (Braga & Gemino, 2017).

Once these conditions are present, the environment inspires a dynamic spiral of
knowledge creation from an epistemological perspective that oscillates between tacit and
explicit knowledge and an ontological perspective arising from the individual, moving outward
to the group and up through the organization and even into other firms. This spiral creates four
possible forms of knowledge transformation and is equivalent to the SECI conversion model,
as illustrated in Table 1.

Table 1
Origins and means of elements in the spiral of knowledge

Conversion Modes

Socialization Externalization Combination Internalization
From/to Tacit/tacit Tacit/explicit Explicit/ explicit Explicit/ tacit
Origin Construction of the Significant Association of Learning through
interaction field dialogue and explicit knowledge practice
collective
reflection
Means of Dialogue, Metaphor, analogy Communication Training programmes,
creation observation, and modelling system and simulation, success
imitation and database stories
practice

Participating  Individual/individual Individual/group/ Group/organization  Organization/individual
entities organization
Note. Adapted from Nonaka and Takeuchi (2008); Carvalho (2012, p.21).




When epistemological and ontological dimensions intersect, it is possible to notice the
correlation between different types of knowledge (tacit and explicit) and the links between
entities (individual, group, organization). During the internalization phase, it is clear that
individuals aim to synthesize knowledge gained through explicit knowledge with their
subjective understanding. The socialization and externalization of knowledge phases requires
group interaction as the sharing of knowledge tends to be substantial. The conversion modes
combination and externalization (once again) conclude the cycle.

This model is criticized for the dichotomy between tacit and explicit knowledge, as well
as the fact that it was created more than 15 years ago (Silva & Binotto, 2013). However, the
theory remains one of the most referenced in the international literature (Ma & Yu, 2010),
which suggests that its theoretical saturation has not yet been reached (Eisenhardt, 1989).
Concerning the issue of distinguishing between tacit and explicit knowledge, Nonaka and von
Krogh (2009) explain that this conceptual distinction can be resolved by considering the two
forms as existing on a broad continuum; that is, knowledge is continuously moving from tacit
to explicit, making the two inseparables. Thus, throughout the process of knowledge creation,
knowledge can be presented in both forms.

4 The Role of Externalization

The externalization phase is the most complex precisely because it embodies the
codification of knowledge (Bettiol et al., 2012) and consists of revealing individuals’ hidden
information; this occurs through dialogue or collective reflection (Silva & Binotto, 2013).

KM practices — either codification or personalization — require externalization because it
IS necessary to transform tacit knowledge into explicit knowledge so that individual expertise
can be shared with the entire organization. In this context, it has been confirmed that
externalization happens through dialogue, transforming tacit knowledge into coded knowledge.
For the most part, this process uses IT, as can be seen in the research of Zhao et al. (2016). The
question that then arises is if knowledge is coded, does it cease to be knowledge? Does it instead
become information?

The distinction between KM and IM is imperative at this point due to the objective of this
research: to understand the role of externalization as a relevant component of the theory of
knowledge creation in Brazilian advertising agencies. When it comes to externalization (as the
movement from tacit towards explicit knowledge), one soon realizes that the consolidation of
knowledge creation begins with human knowledge that is codified through technology, thus
becoming explicit.

According to Choo (2011), IM entails a search, identification and analysis process that
can help organizations make the right decisions. From this point of view, the concepts of IM
and KM have equivalent profiles. However, KM includes an aspect that IM does not consider:
the capacity to act (Nonaka & von Krogh, 2009). According to Terra and Gordon (2002), IM
does not inflect tacit knowledge and learning issues; also, it does not possess the capacity to
replace the crucial aspect of human relations and the role of intuition.

Above all, KM initiatives require a holistic orientation (Choo, 2011), one that is business-
focused and moves beyond traditional IT projects. Through externalization, KM should allow
firms’ purposes to be transformed into actions and activities that are incorporated in the
everyday routine of organizations in visible and manageable processes. Thus, it is clear that IM
is limited to the coordination of IT tools aligned with the organization’s goals, whereas KM
goes beyond the investment in technology, essentially because of the inclusion of the human
factor in the process (Terra, 2014). It is vital to highlight that KM is integrated in IT, although
IT does not determine KM (Fell, Rodrigues Filho, & Oliveira, 2008; Figueiredo, 2007; Terra,
2014).



Therefore, according to Shin et al. (2001, “the task of knowledge management is one of
identifying and facilitating the usage of valuable tacit knowledge that is potentially useful when
it becomes explicit” (p.338). In this regard, KM makes use of IM through externalization as a
tool for creating organizational knowledge.

5 Methodology

As there has as yet been little investigation concerning externalization, this research used
an exploratory approach. The research adopted a deep probing analysis of complex and
unknown data from an exploratory and critical perspective. The study employed a
predominantly qualitative methodology aided by quantitative questions used in the data
collection process, as recommended by Richardson (2014); this methodology contributes to
increasing the visibility of the knowledge creation phenomenon in organizations.

This research can be considered a study of an intrinsic case (Stake, 2010) as it investigates
a single case of advertising agencies in Brazil. The criterion for choice was that these agencies
should be certified by the “Conselho Executivo de Normas-Padréao” (CENP, Executive Council
of Pattern Norms) because this institution “certifies the technical quality of the advertising
agency, guaranteeing that it contains the physical and human structure that is compatible with
the market in which it evolves” (CENP, 2014).

5.1 Data collection

Six agencies agreed to participate in this study. In a first step, data were collected from
six managers of advertising agencies, one from each organization, through an e-focus group to
capture the perspectives of leaders. In a second step, an online questionnaire was sent to the
employees of these six agencies, in which the managers encouraged their employees to respond.
We also sent the questionnaire to six other agencies to increase employee participation in
characterizing the segment. We obtained 82 valid responses to the questionnaire.

The unit of analysis was the phenomenon of the knowledge spiral itself. Pre-tests were
performed for both the focus group interview script and the questionnaire. The research
followed the case study protocol suggested by Yin (2010), in which the general view of the
research, the field procedures and the case study report are presented in chart form.

The advertising sector acts as staff in the main areas of industrial activity, as well as in
outsourcing services in Brazil, contributing to the development of these businesses through
social network communication. Advertising agencies in Brazil are responsible for
communication between the main executive state governmental institutions and are present in
the activities of the most important construction corporations, schools and universities, health
institutions, banks, the food industry, as well as the automotive and entertainment industries. A
summary is presented in Table 2.

Table 2
Characterization of the agencies (mini-cases)
Agency Time of activity  Field of activity of the agency’s main clients Staff members
Alpha 18 years Government and education (high school and 24
university levels)
Beta 4 years Construction and entertainment 12
Gamma 5 years Health, car sales and food industry 11
Delta 13 years Industry in general, university and banks 16
Epsilon 5 years Government and construction 20




Zeta 9 years School (lower and middle) and construction 18

Note. Primary research details.

5.1.1 Focus group

A focus group involves an in-depth interview carried out in homogeneous groups,
generally composed of six to twelve people. The goal is to grasp the participants’ understanding
of the research topic (Martins, 2008). An e-focus group is similar to a focus group, the only
difference being that it is conducted in a virtual environment. For the e-focus group, a semi-
structured interview guideline was developed.

A focus group enables the generation of hypotheses based on the perceptions of the
informants, as well as facilitating the development of interview plans and questionnaires and
the generation of additional information from larger-scale research (Schréeder & Klering,
2009). Among the advantages of this research technique is that it can be completed quickly,
increasing the possibility of acceptance on the part of the participants, who can participate from
their offices or elsewhere without having to move. In this regard, it is important to consider the
difficulty of gathering managers from different companies to come together at the same time
and in the same place to take part in a research process. Also, because it comprises
communication encoded through writing, participants tend to be more critical and participatory.
In addition, the results of an e-focus group are immediately documented in written form,
streamlining the process of data analysis (Schroeder & Klering, 2009).

Another methodological concern, as noted by Martins (2008), is related to the creation of
a homogeneous group of people. In this case, the group is considered homogeneous because all
participants are managers of advertising agencies in Brazil, aged between 31 and 39 years and
holding a degree in communications or graphic design. Some of them went to college together
and this helped create a trusting group atmosphere, which facilitated the sharing of ideas, even
contradictory ones.

Thus, the objective of the e-focus group was to analyse if the five conditions required for
the creation of organizational knowledge (intention, autonomy, creative chaos, redundancy and
requisite variety) were present and furthermore to cross the data with the SECI results aiming
to analyse the externalization process. For this purpose, six managers from six different
agencies were invited to participate. The group was selected through the snowball technique,
which consists of inviting the first manager, who in turn invites other participants with a similar
profile until the group is formed.

The group’s mediator was one of the researchers collaborating in this study and she was
attentive in keeping the group focused on relevant issues, as well as stimulating interaction
among all the participants.

Table 3
Methodological care in planning the e-focus group

RECOMMENDATION MEASURE ADOPTED

Desirable group of six to twelve people | Group with six participants

Participants should have something to | All attendees were advertising agency owners and creative team
say about the issues raised managers

Similar sociocultural level Group aged 31 to 39 years, with media or graphic design training




The snowball technique was used; the participants invited the next
ones, forming a group of individuals already known to each other
previously

Participants feel comfortable expressing
opinions

Question script with around 12 questions | Elaboration of script with a guide of 12 questions

The researcher in possession of the script (Appendix A) was the
mediator of the interview, asking questions whenever the discussion
on each topic was exhausted and maintaining group participation

Moderator must control the dynamics of
the group and the topics to be addressed

Source: Lindegaard (2014)

The final interview script, following the pre-test, is provided in Appendix A. Initially, the
intention was to conduct the e-focus group through the Skype software, but not all participants
knew how to use the tool. However, all six managers had an active Facebook® profile, so the
researcher, acting as moderator, added each of them to her profile in the social network and
created a group entitled “Focus Group”, uniting them.

The virtual meeting was scheduled with each of the participants for a Tuesday at 09:30.
The respondents would be online simultaneously in the instant messaging service within
Facebook®. The participants were instructed to be online a few minutes before the scheduled
time and to access the “Focus Group” within Facebook® from their computers and not
smartphones to facilitate the typing of the interaction.

The interview lasted about two hours. After introductions and a brief explanation of the
purpose of the research, the mediator began the round of questions. Participants were
encouraged to respond, being called by name. An interesting point was that at one point the
participants themselves questioned each other, expanding the debate.

As for the limitations of the e-focus group technique, as noted by Lindegaard (2014) and
experienced in this case, because it is a virtual environment, it can suffer from interference from
the surroundings, such as people calling, the telephone ringing and other noise, in other words,
factors that are beyond the control of the mediator. In addition, a good capability for synthesis
is necessary to transcribe the text of what was discussed in a logical manner, articulating and
accurately representing the perspectives of those involved.

Reviewing the advantages and disadvantages of this still underutilized technique, the e-
focus group was an efficient tool in meeting the defined objectives at it contributed to inter-
subjectivity in the group discussion among experienced participants concerning the conditions
necessary for the creation of knowledge.

5.2 Data analysis

Data of e-focus group was annualized by content analysis employing a mixed grid and
themes categorization (Bardin, 2009).

Table 4
Content analysis of e-focus group data
Phase Action
1. Pre-analysis - Tabulation and treatment of the questionnaires

- First reading of the group interview
- ldentification of the categories of analysis
- Separating the categories of analysis by colour

- Reading and selecting excerpts from the theoretical review on which
externalization was based.




2. Analysis - Transfer of evidence from the themes to the elements and the resulting
data categories using Microsoft Word®

- Adjustment of analytic elements

- Critical reading of the content of the categories originating from the
selected evidence

- Crossing of managers’ vision and teams’ Vvision

3. Data treatment - Conversion of data into information
- Interpretation

Note. Based on Bardin (2009).

It should be mentioned that the content of the e-focus group was analysed in two distinct
processes: first to explain the environmental context and second to explain the process of
outsourcing. Thus, in the analysis of the outsourcing process, the data of the e-focus group were
used, as well as the report of the analysis of the environmental context and the report of the
analysis of the movement of the knowledge spiral.

The questionnaire aimed to describe the process of knowledge creation in advertising
agencies and thus explored indications of the ways in which knowledge is converted, i.e. in
relation to the SECI model. It was configured as a quantitative step supporting the qualitative
data. When the period for responding to the online questionnaire ended, it was restricted in
Google Forms®. The tool streamlined the analysis as the data were already tabulated in XLSX
format, which can be read directly by Microsoft Excel®. With the support of Excel spreadsheets,
graphs were used to aid in the interpretation of the results of the survey; this, when compared
to the literature, allowed exploration of new discoveries in the next phase of the research.

The analysis of the case was based on the triangulation of the different data and methods.
A report was drawn up for each of the three categories of analysis and after examining them
individually, the results were compared and triangulated to examine the problem of
externalization in terms of the points of convergence, trends and divergence present in the case.

6 Case Analysis

In the research phase resulting from the questionnaire analysis, the objective of which
was to describe the scenario of the teams of the agencies that participated in the case, it was
noticed that from the epistemological perspective of the knowledge spiral, which addresses the
movement between tacit and explicit knowledge, there is a greater concentration of tacit
knowledge to the detriment of explicit knowledge, characterized by the greater volume of notes
concentrated in the modes of conversion related to tacit knowledge.

In Table 6, the general median (2.75) can be observed and also that of each of the stages of
knowledge creation resulting from the analysis of the responses in the 82 questionnaires
collected. The questions were classified according to a Likert-type scale of 1 to 5. Among the
four stages of the SECI, it can be affirmed that there is engagement to a greater or lesser degree
in socialization, externalization, combination and internalization; socialization has the highest
median score (4.0) and externalization the lowest (2.0). It can thus be noted that knowledge is
lost in the middle of the process, hampering the creation of new knowledge.

Table 6

Median scores for elements of the knowledge spiral
Socialization Externalization Combination Internalization Overall Median
4.0 2.0 25 3.0 2.75

Source: Own calculation (2015).



The second phase analysed the questionnaire results combined with the analysis of the
focus group results. Table 7 summarizes the main evidence. With the aim of facilitating the
identification of each individual manager without revealing their identities, they are named G1,
G2, G3, G4, G5 and G6 for the agencies Alpha, Beta and so forth. The percentages represent
the absolute value of respondents among the 82 questionnaires conducted with agency

employees.

Table 7

Evidence of the externalization process

Elements in the process of Evidence

externalization

Lack of intention to engage
in knowledge management

Socialization is present

There is not sufficient
autonomy to turn tacit
knowledge into explicit
knowledge

Individual knowledge does
not attain the group level

Low redundancy and
variety of actions; the
absence of a ba, a place that
allows knowledge exchange

Managers affirmed that they suffer from a chaotic routine and although this
contributes to the execution of jobs, it is harmful to productivity and
innovation. Lack of planning.

G3 argued that in management it is necessary to engage in “Stimulus always.
Facilitating information and the environment”. However, G2 responded that
it is “too difficult, it is important not to set too many limits”.

There are no formal KM programmes, although knowledge is the main raw
input for the segment.

80% of the staff members stated they share tacit knowledge with co-workers.

72% of the staff members indicated that there are no organizational actions
directed at incentives for externalization.

G4 stated that “Freedom of ideas may contribute a lot, but there should be
rules and these should be decided by the directors, otherwise it is a mess,
even if people have great intentions”.

G6 believes that “those professionals who show responsibility and present
solutions to possible problems are the people we (managers) value the most.
The fact is this person does not exist. We need to ‘create’ these professionals.
Take them by the hand. The good experiences we have had were based on
forming a professional not only technically but providing him/her with
responsibility and autonomy”.

52% of the staff members rely on co-workers for knowledge about the
company itself.

G6 explained: “We gather all the creative departments for the de-briefing
session and then each person looks for the answers to their questions with
the people responsible for each department. We really enjoy personal
contact. Face-to-face communication, we do not use any other tool, just e-
mail for simple, less important questions.”

Fewer than half of the staff members (48%) stated they use some kind of
codified source to look for knowledge about the organization.

The managers understand that the advertising market is very dynamic and
there is not enough time to codify existing knowledge. As G2 explained:
“Some companies create a manual for the employees. This is difficult in our
case because we are constantly improving. We are more dynamic in the
evolution of processes.”

According to G1, information and tasks must be classified “according to the
natural abilities and capacities of each function”.

Note. Primary research results.



It is possible to state that socialization (tacit to tacit knowledge) represents the most
intensive conversion mode; this is a consequence of the interaction between people, dialogue
and sharing experiences. Internalization (explicit to tacit knowledge) is less intensive; still, one
can consider it an element that contributes to the creation of new knowledge in these
organizations. Finally, externalization seems incipient because it has not contributed to the
diffusion of individual knowledge in such a way that it can be noticed and used by the whole
group.

Concerning the conditions required for the promotion of knowledge creation from the
managers’ perspective, four out of the five aforementioned conditions were identified. Only
one of them — creative chaos — is represented to a considerable degree. Autonomy and intention
seem relevant and even desired. However, the actions implemented have not yet reached the
necessary level of practices to promote intentionally a rich environment full of knowledge
creation. The requisite variety was not identified because access to information was limited to
the group that needed the information to perform a specific task.

The codification of knowledge can be summarized in terms of four benefits, outlined as
follows by Silva and Binotto (2013, p.135): 1) reduction of costs in knowledge acquisition; 2)
access to knowledge; 3) reduction of problems and information asymmetry; 4) division of
organizational labour. The analysis of the benefits pointed out above, intersected with the spiral
movement of knowledge and associated with the fostering of knowledge creation in agencies,
indicates that the absence of administrative actions has a major impact on the fact that the
advertising sector in Brazil is losing opportunities to become more efficient and competitive.

It is possible that these agencies invest high amounts in hiring more experienced
professionals to make up for the lack of collective knowledge as knowledge tends to remain
individualized. Therefore, outstanding professionals who command salaries that are way above
average tend to be the creative support for these agencies. However, these professionals might
become less motivated over time because they are unable to exchange knowledge with other
group members. As highlighted by Chaui (1999), humans have in themselves an inherent drive
to belong to a social group and the inner will to improve and expand upon existing knowledge.
Investment in hiring staff is therefore quite high.

Based on the evidence uncovered in the first phase of this research, one can conclude that
new knowledge enters advertising agencies through the act of hiring new employees. More than
90% of employees go through some type of training when they join a new company. This is an
opportunity for intense knowledge exchange to take place between new and existing employees.
Agencies in Brazil have not yet found ways of taking advantage of these situations to diffuse
new knowledge among the group. The chance of externalizing new knowledge is therefore lost.

Managers also complain that teams are not proactive and according to the interviewees,
rely on decisions made at the director level to instigate action. According to Sveiby (1998), the
manager’s role used to be supervision and the organization of knowledge; this favoured support
in a horizontal hierarchy, one that was focused on cooperation.

Another benefit of the codification of knowledge concerns access to information. The
problems identified in advertising agencies, such as communication asymmetry and the division
of labour, could be resolved through wider investment in redundancy and in requisite variety.

To sum up, when it comes to the externalization process, it is possible to assert that
although managers recognize that it is important to manage knowledge, they have not yet
realized that it is possible, even in knowledge-intensive activities, to combine knowledge
through customized codification, as recommended by Bettiol et al. (2012). In particular, they
have not grasped the differences between having an information system for communication and
fostering a knowledge organization as they are not creating the necessary conditions for the
manifestation of the creation of corporate knowledge. Within this context, externalization — the
main engine of KM in the process of knowledge creation — is a secondary consideration when
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faced with the urgency caused by chaos and by the deadlines that characterize the knowledge
era (Sveiby, 1998).

7 Conclusion

This exploratory study aimed not only to describe but also to advance understanding of
how the process of knowledge creation takes place. In terms of the knowledge creation spiral
in the advertising agencies investigated, the study verified that the promotion of the necessary
conditions and the progression of the four stages of the spiral formation (epistemological
dimensions) were related.

The objective of this research was to investigate the central role that externalization plays
in the process of creating corporate knowledge. To meet this challenge, we used the strategy of
a case study, collecting data through an e-focus group with six advertising agency managers
and questionnaire responses from 82 employees of advertising agencies. We employed content
analysis and simple descriptive statistics, seeking first to describe the movement and
progression of the knowledge spiral and then to investigate the promotion of the five conditions
necessary to create corporate knowledge. This path has led to the discovery of a deep link
between the SECI model and the five conditions, reinforced by the centrality of the role of
externalization, which represents an important theoretical and practical contribution to the field.

One of the main conclusions reached by this research project is that externalization acts
as a key element in the process of knowledge creation. It is not only important, as the literature
points out, but vital, for its absence tends to impede completion of the other tasks in the cycle
of knowledge creation. Without transforming tacit knowledge into explicit knowledge,
knowledge management (KM) is not possible; new knowledge might be created, but it may not
reach the organizational level.

In addition, following the path of knowledge from the individual through the group to the
organization (ontological level), it can be understood that externalization plays a central role in
the creation of corporate knowledge; this weakens the circulation of knowledge generated
solely through socialization. Figure 1 represents the combined movement between aspects of
Nonaka and Takeuchi’s (1996) theory; these are represented separately, but their practical
application is closely related because the lack of any one of these conditions is reflected in the
(lack of) attainment of a step in the SECI model.

As displayed in Figure 1, the design of the progression of knowledge creation combines
the aspects of the SECI model with the necessary conditions for knowledge creation as a way
of representing the mutual efforts made by managers and teams. This is the ideal progression,
as the success of one phase depends on the success of the preceding phase. When the process
reaches its end, a new process begins because knowledge is an unlimited resource.

The phases in this proposed combined approach to knowledge creation theory are as
follows:

1) The organization understands its need to focus on organizational knowledge and
transforms this intention into organizational value, which permeates and is perceived by all staff
members; together, they will look for tools and ways of sharing and creating new knowledge.

2) Strategically aligned in search of a knowledge network, autonomy is promoted so that
the environment inspires trust and becomes favourable for the exchange of experiences,
allowing the conversion of knowledge from tacit to tacit through socialization.

3) Socialization promotes shared knowledge, which in a context presenting a relational
field (ba) and an organizational culture that provides support for codification (IT, meeting
rooms, specific events) converts tacit knowledge into explicit knowledge in the form of
externalization. Externalization becomes a decisive element for the existence of the other
phases in knowledge creation; therefore, it is assumed to be the main aspect of KM.
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4) Externalization facilitates the promotion of redundancy, offering various points of
view concerning the same issue. Thus, combination — the mode of converting explicit to explicit
knowledge — has a higher chance of creating new knowledge.

5) The aspect of requisite variety facilitates access to new learning and makes
internalization happen; therefore, at the end of the process, all the knowledge created is made
available in a quick, flexible way that is accessible to all staff members.

Figure 1
The central role of externalization in relation to knowledge

5 - Requisite Variety
Internalization

4 - Redundancy
Combination _

3 - Externalization
Main action of KM

2 - Autonomy
Socialization

1 - Intention
Knowledge as an
organization focus

Note. Primary research results.

The role of externalization is central to knowledge creation and therefore the previous
steps are necessary for its emergence. It is therefore necessary for an organization’s
management to work towards synchronizing the conditions that are required to foster
knowledge management, taking into consideration the perception of how the group treats
information and what actions are implemented in relation to what is known. In other words, this
research has verified that if there is no externalization, knowledge is not propagated; instead, it
remains restricted to the individual or to small groups.
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