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Nowadays,  knowledge  management  (KM)  is  important  for  the  success  of 
 individuals,  organizations,  and  countries.  While  comparative  study 
 approach  of  knowledge  management  is  a  good  way  to  enlarge  peoples‘ 


understandings  of  KM,  how  these  processes  and  practices  are  different 
 across countries is an interesting research topic.   


The  goal  of  this  study  is  to  conduct  a  cross-country  KM  comparison 
 between  China  and  Finland.  More  specifically,  the  current  status  of 
 Chinese  and  Finnish  KM  will  be  studied,  and  then  comparisons  will  be 
 made in three dimensions: knowledge processes, knowledge management 
 practices,  and  performance  and  perceptions  of  KM.  A  cross-country  KM 
 survey was conducted through a well-designed questionnaire.   


At  the  end  of  the  study,  current  Chinese  and  Finnish  KM  findings  are 
 presented respectively, and a comparison of KM between the two countries 
 is  done.  From  the  comparison,  it  was  found  that  China  and  Finland have 
 statistically significant differences in several knowledge processes and KM 
 practices. Some detailed information from the comparison is also illustrated. 


This  research  partly  filled  the  theoretical  gap  in  understanding 
contemporary  Chinese  KM.  The  KM  comparison  between  China  and 
Finland provides useful information to KM researchers and practitioners. 



(3)Заглавие:        Управление знаниями в Китае и в       
 Финляндии—Межстрановое сопоставление 
 Факультет:       Технологичесикий Университет         


Лаппеенранты, Школа бизнеса 
 Основной предмет:         Международный менеджмент 


технологических инноваций       
 Год:       2010 


Дипломная работа:       Технологичесикий Университет     
 Лаппеенранты и Высшая Школа 
 Менеджмента Санкт-Петербургского 
 Государственного Университета   
        97 страниц, 20 рисунков, 4 таблицы,   
        4 приложения 


Научные руководители: Профессор    Айно Кьянто 


       Старший преподаватель:Татьяна Андреева 
 Ключевые слова:       управление знаниями, Китай, Финляндия 
 В настоящее время управление знаниями (УЗ) имеет важное значение 
 для успеха частных лиц, организаций и стран. Сравнительный подход 
 к  изучению  УЗ  является  хорошим  способом  увеличить  понимание 
 людьми УЗ, и то, чем эти процессы и методы отличаются в различных 
 странах, является интересной темой исследования 


Цель  данного  исследования  -  проведение  сравнения  УЗ  в  Китае  и  в 
 Финляндии. В частности, было изучено текущее состояние китайского 
 и финского УЗ, а затем было проведено сравнение в трех измерениях: 


знаниевые  процессы,  практики  управления  знаниями,  а  также 
 результативость  и  восприятие  УЗ.  Исследование  межстранового  УЗ 
 было проведено с использованием тщательно разработанной анкеты. 


В конце исследования представлены данные о текущим состоянии УЗ 
 в  Китае  и  Финляндии  соответственно,  и  проведено  сравнение  УЗ 
 между двумя странами. В ходе сравнения было обнаружено, что Китай 
 и  Финляндия  имеют  статистически  значимые  различия  в  нескольких 
 знаниевых  процессах  и  практиках  управления  знаниями.  Также  в 
 работе  приведены  некоторые  подробности  результатов  сравнения. 


Это  исследование  частично  заполняет  теоретический  пробел  в 
понимании  современного  китайского  УЗ. Сравнение  УЗ  в  Китае  и  в 
Финляндии  предоставляет  полезную  информацию  для 
исследователей и практиков в области УЗ. 
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1 INTRODUCTION 


This  study  is  a  cross-border  comparative  analysis  of  knowledge 
 management  (KM)  between  China  and  Finland.  Of  these  two  countries, 
 one is the biggest developing country in the world, while the other is a very 
 innovative and developed Western country. The main issues concerned in 
 this  study  are  the  status  quo  of  KM  in  China  and  in  Finland,  and  the 
 comparison of KM between these two countries. 



1.1 Background of research 


This  study  is  conducted  within  a  group  research  project  launched  by  the 
 School  of  Business,  Lappeenranta  University  of  Technology  and  the 
 Graduate  school  of  Management,  St.Petersburg  State  University.  The 
 team leaders are Professor Aino Kianto (LUT) and Senior Lecturer Tatiana 
 Andreeva  (GSOM).  The  student  researchers  are  comprised  of  Henri 
 Inkinen (Finland), Yaroslav Pavlov (Russia) and Xing Shi (China).   


The  whole  KM  project  will  study  different  KM  topics.  This  thesis  mainly 
 concentrates on the cross-country comparison of KM between China and 
 Finland.     



1.2 Theoretical gap 


Knowledge management (KM) is an interesting topic in the academic and 
business world. The theory‘s roots can be found as early as the 1950s in 
management  theory  (Katsoulakos  and  Zevgolis,  2004). Since  the  mid- 
1990s,  knowledge management became  widely accepted and  even more 
popular  because  of  the  great  theoretical  development  and  practical 
programs, instituted by a number of European and Japanese companies.   



(10)Ever since then, the study of more detailed knowledge management issues 
 emerged  and  covered  almost  every  aspect  of  knowledge  management 
 activities.  However,  among  the  literatures  and  researches  about 
 knowledge management, most literatures and research studies have been 
 focused  on  US,  Western  Europe  and  Japanese  KM  practices,  which 
 represent the KM situation and trends in developed countries. Before 2005, 
 there  were  few  research  works  discussing  KM  within  other  geographical 
 contexts,  especially  in  developing  countries.  For  example,  KM  literature 
 about China is limited (Voelpel and Han, 2005).   


Before  the  mid-2000s,  accompanied  by  huge  foreign  investments  into 
 Chinese  market,  research  work  about  Chinese  KM  mainly  focused  on 
 knowledge transfer from foreign countries to China (Si et al., 1999; Buckley 
 et  al.,  2005).  At  that  time,  the  Chinese‘s  own  KM  research  faced  some 
 problems,  such  as:  a  shortage  of  KM  specialists;  insufficient  planning  of 
 KM;  and  a  lack  of understanding  and application of  appropriate KM  tools 
 (Voelpel  and  Han,  2005).  However,  after  2005,  there  was  an  increase  in 
 the  Chinese‘s  own  KM  research  and  most  of  them  concentrate  on 
 successful  factors  in  Chinese  KM.  But  still,  the  study  of  Chinese  KM 
 requires  broader  approaches  and  topics  from  academia;  in  addition, 
 researchers in China know that they need to study and practice KM more 
 systematically  and  absorb  more  foreign  experiences  into  Chinese  KM 
 (Peng et al. 2007). 


OECD  (2003)  once  pointed  out  the  importance  of  comparative  KM 
research  that  can  provide  a  basis  for  cross-border  analysis  or  for  linking 
data with other national or international studies. This kind of research can 
help KM practitioners measure the activities of their KM and may have the 
possibilities improve KM onto a better level. Meyer (2005) already suggests 
that  joint  KM  research  projects  by  Chinese  and Western  researchers  are 
necessary.  The  comparative  approach  in  Chinese  KM  research  can  play 
an  important  role  to  better  understand  KM  related  issues  in  a  Chinese 
context.   



(11)This  study  follows  the  academic  demand  for  understand  more  about 
 Chinese KM, as well as the research suggestions of doing comparative KM 
 researches. A systematic and holistic study of current Chinese and Finnish 
 KM, plus the comparison of them, fulfill both research directions mentioned 
 above.   



1.3 The objectives and the research question of the study 


The main objective of this study is to compare the KM between China and 
 Finland. To make this comparison, the status of KM of each country needs 
 to be analyzed systematically and holistically.   


The  main  research  question  of  this  study  is:    What  are  the  main 
 differences  of  KM  between  China  and  Finland?  To  answer  this  main 
 question,  nine  sub-questions  are  created.  All  research  questions  are 
 summarized in table 1. 


Table 1 Research questions of the study 
 Main research question:   


What are the main differences and similarities in knowledge management 
 between China and Finland? 


Sub-question1:   


What is the current status of knowledge process in China?   


Sub-question1:   


What is the current status of knowledge management practice in China? 


Sub-question3: 


What  is  the  current  status  of  knowledge  management  performance  and 
 perceptions in China? 


Sub-question4:   


What is the current status of knowledge process in Finland? 


Sub-question5: 


What is the current status of knowledge management practice in Finland? 



(12)Sub-question6: 


What is the current status of KM performance and perceptions in Finland? 


Sub-question7: 


What  are  the  current  differences/similarities  in  knowledge  processes 
 between China and Finland? 


Sub-question8: 


What  are  the  current  differences/similarities  in  knowledge  management 
 practices between China and Finland? 


Sub-question9: 


What  are  the  current  differences/similarities  in  KM  performance  and 
 perceptions between China and Finland? 


To  have  a  clear  understanding  of  differences  in  KM  between  China  and 
 Finland, the first step is to draw clear picture of overall KM situation in each 
 country. The overall KM situation in each country is then divided into three 
 parts:  the  current  status  of  knowledge  process,  the  current  status  of 
 knowledge  management  process,  and  the  current  KM  performance  and 
 perceptions.   


The theoretical objective of this study is to partly fulfill the theoretical gap in 
 understanding the contemporary KM situation in China holistically.    At the 
 same time, the current KM situation in Finland will be studied. In addition, 
 by using a comparative approach, the KM differences between China and 
 Finland will be studied. The managerial objective of this study is to provide 
 KM  practitioners  up-to-date  information  regarding  current  KM  in  China 
 or/and Finland. Then they can think about how to conduct KM better in their 
 own, or, in the other country.     



1.4 Methodology and research method 


This  study  is  a  cross-country  research  and  data  is  collected  by  a 
cross-country  KM  questionnaire  that  is  designed  by  the  whole  research 



(13)team. The creation of the questionnaire is partly based on earlier research 
 evidence and validated KM surveys; the research team also designed our 
 own  questions.  The  research  model  of  the  questionnaire  is  presented  in 
 figure  1.  This  questionnaire  structure  is  the  same  for  the  whole  research 
 team.  In  this  study  most  of  embedded  factors  will  be  analyzed  and 
 compared, these factors will be introduced in more detail in the chapter 7.   


Figure1 Research questionnaire structure   


The ―Webropol‖ software was used as an online data collection tool. After 
data  collection,  quantitative  data  is  analyzed  by  SPSS  software  and 
independent samples T-tests were conducted to compare key elements. At 
the same time, observation to the answers of the open questions and the 
data provides supplementary information to the research results. This uses 
a combination of quantitative and qualitative approaches.   
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1.5 Structure of the research 


The study starts with the introduction chapter, stating the basic information 
 of the whole research. From the second to the fifth chapter, the theory part 
 of this study will be discussed. Key concepts of KM and the development of 
 KM  are  reviewed  in  the  second  chapter.  Chapter  three  investigates  the 
 development of Chinese KM, including characteristics, challenges and the 
 trends of Chinese KM. Then chapter four introduces the KM development 
 in Finland, from the point of view of a nation and those of common Finnish 
 companies.  After  that,  chapter  five  reviews  some  well-known  previously 
 used  KM  assessment  and  survey  tools.  The  empirical  part  of  this  study 
 starts  from  chapter  six.  The  research  method  is  introduced  in  details  in 
 chapter  six.  Research  findings,  results  and  analysis  are  presented  in 
 chapter  seven.  The  last  chapter  highlights  the  conclusion,  discussions, 
 theoretical  and  managerial  contributions,  limitations  and  suggestions  for 
 future research. Figure below shows the whole structure of this study. 


       


Figure 2 Structure of the study 
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1.6 Delimitations     


This  research  has  several  delimitations.  Firstly,  this  study  is  to  give  an 
 overall understanding of contemporary KM of China and Finland; and the 
 comparison of KM is based on a holistic KM structure in the questionnaire. 


While  detailed  comparative  information  within  each  element  will  be 
 extracted  as  much  as  possible,  the  explanation  for  all  the  comparison 
 results  cannot  be fully  answered under  this research.  Some  explanations 
 can be found in previous literature or explained by social and economical 
 knowledge; other reasons need to be studied in the future research. 


The second delimitation of this research is about the potential respondents. 


China is a big country with very unbalanced economical developments, so 
 it  is  hard  to  find  a  group  of  respondents  that  can  represent  the  whole  of 
 China.  In  consideration  of  the  feasibility  of  data  collection,  most  of 
 respondents will come from better-developed parts of China.   


A third delimitation that needs to be mentioned is the design of the survey 
questions.  While  the  research  team  tries  to  adapt  some  questions  from 
previous researches, some changes are made when necessary, e.g. from 
5-point  Likert-scale  to  6-point  Likert-scale.  These  changes  may  raise  the 
risk  of  deteriorating  the  reliability  of  original  questions.  To  overcome  this 
potential  risk,  reliability  of  the  new  questions  will  be  checked  before  the 
data analysis. 
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2 KNOWLEDGE MANAGEMENT 


This chapter reviews some key definitions in knowledge management (KM), 
 as well as the importance of KM. Key definitions introduced in this chapter 
 include:  knowledge,  KM,  knowledge  processes,  and  KM  practices. 


Knowledge  processes  and  KM  practices  are  two  important  parts  in  the 
 research structure of this study.   



2.1 What is knowledge 


The definition of knowledge has been developed along human history and 
 a common applicable definition is difficult to find.  A traditional definition of 
 knowledge according to Greek philosopher Plato is ―the justified true belief‖ 


(Suula et al. 2002). Knowledge can also be defined in many ways, based 
 on different perspectives (Alavi & Leidner, 2001). 


Hierarchical view of knowledge   


Davenport  and  Prusak  (1998)  tried  to  define  knowledge  using  a 
hierarchical view of data, information, and knowledge. According to them, 
data is a set of discrete, objective facts about events. Information consists 
of  data  with  a  meaning  or  an  interpretation.  Knowledge  is  a  fluid  mix  of 
framed experience, values, contextual information, and expert insight that 
provides  a  framework  for  evaluating  and  incorporating  new  experiences 
and  information.  Knowledge  originates  and  is  applied  in  the  minds  of 
knowers. In organizations, knowledge is embedded not only in documents 
or  repositories  but  also  in  organizational  routines,  processes,  practices, 
and  norms.  The  relationship  between  data,  information  and  knowledge  is 
that  data  is  raw  numbers  and  facts,  information  is  processed  data,  and 
knowledge is authenticated information.   



(17)Dynamic view of knowledge     


This  definition  of  knowledge  comes  from  Nonaka  and  Takeuchi  (1995). 


They  see  knowledge  as  a  dynamic  human  process  of  justifying  personal 
 belief  toward  the  truth,  as  well  as  a  process  of  applying  expertise. 


Knowledge  is  created  in  social  interactions  among  individuals  and 
 organizations and therefore has a dynamic characteristic.     


Explicit and tacit knowledge 


Polanyi  (1966)  developed  the  distinction  of  tacit  and  explicit  knowledge. 


Explicit  knowledge  refers  to  knowledge  that  is  transmittable  in  formal, 
 systematic  language  and  is  easily  codified,  which  is  more  objective  and 
 rational. On the other hand, tacit knowledge has a personal quality, which 
 makes  it  hard  to  formalize  and  communicate.  Tacit  knowledge  is  deeply 
 rooted in action, commitment, and is not easily to be codified. This kind of 
 knowledge is more subjective and experiential.   


Explicit  and  tacit  knowledge  are  different,  however,  these  two  types  of 
 knowledge  interact  in  a  dynamic  process.  This  process  is  the  key  to 
 organizational  knowledge  creation.  The  SECI  model  from  Nonaka  and 
 Takeuchi (1995) explains this interactive process, and this process will be 
 illustrated in more detail in section 2.3. 


   



2.2 Knowledge management   



2.2.1 Brief history of knowledge management 


The  roots  of  contemporary  knowledge  management  are  commonly 
recognized from the management theories of the 1950s (Katsoulatos and 
Dzevgolis 2004; Barclay and Murray 1997). Drucker (1959) pointed out the 
most important asset of any organization is its people, and coined the term 
knowledge worker; he also stressed the growing importance of information 
and explicit knowledge as organizational resources. 



(18)In  the  next  few  decades,  knowledge  management  developed  fast  and 
 became  a  key  research  interest  for  many  scholars  (Katsoulatos  and 
 Dzevgolis,  2004).  In  the1960s,  the  theory  of  industrial  dynamics  was  an 
 important  landmark  in  the  early  stage  of  knowledge  management.  In  this 
 theory, the importance of the learning process is emphasised. In the 1980s, 
 the importance of knowledge as a competitive asset of organizations was 
 broadly  accepted  and  theories  and  research  of  KM  started  to  become 
 mature.  The  most  famous  works  about  knowledge  management  in  the 
 1990s is from Nonaka‘s and Takeuchi‘s the Knowledge Creating Company 
 (Nonaka et  al,  1995),  How  Japanese  Companies  create  the  Dynamics of 
 Innovation.  According  to Wiig  (1997),  the 1990s  was  an  important  period 
 for  KM  development.  During  that  period,  knowledge  management 
 initiatives  flourished.  Not  only  did  the  number  of  academic  books  and 
 articles  published  on  the  topic  of  knowledge  management  increase 
 exponentially;  a  lot  of  European  consulting  companies  began  to  offer 
 knowledge  management  consultancies;  knowledge  management 
 conferences and seminars were held across Europe and the US. 


In  the  21st  century,  the  ongoing  academic  interest  in  knowledge 
 management  is  still  visible  (Hislop,  2005).  However,  contemporary 
 knowledge  management  is  new  to  developing  countries  such  as  China. 


Literature about Chinese knowledge management is very limited (Peng et 
 al,  2007).  Okunoye  (2003)  explained  that  the  majority  of  the  modern  KM 
 practices occurred in developed countries, so the outcome of the research 
 is relatively narrowly focused on organizations within developed countries. 


So  this  research  is  a  study  that  reveals  the  current  state  of  knowledge 
 management  of  China,  one  of  the  biggest  developing  countries.  At  the 
 same time, the result will be compared with a developed  country, Finland. 


This study describes the status quo of KM of China and Finland, and also 
compares KM of two countries. 
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2.2.2 Definition of knowledge management 


Similar  to  knowledge,  knowledge  management  is  also  difficult  to  define 
 (Earl, 2001). KM has been defined in various ways. According to Bollinger 
 and Smith  (2001),  there  are  currently  three major  schools of  thoughts  on 
 what  knowledge  management  is.  One  school  regards  knowledge 
 management  primarily  as  an  issue  of  information  technology.  A  second 
 school regards knowledge management more as a human resource issue 
 with  emphasis  on  organizational  culture  and  teamwork.  And  the  third 
 school suggests the development of processes to measure and capture the 
 organization's knowhow.   


Quintas  et  al.  (1997) defined  KM as  the  process  of  continually  managing 
 knowledge of all kinds to meet existing and emerging needs, to identify and 
 exploit  existing  and  acquired  knowledge  assets,  and  to  develop  new 
 opportunities.  This  definition  indicates  that  knowledge  management 
 programs  contain  a  number  of  dimensions,  including  organizational 
 structure and culture, human aspects, and processes and technology.   


Another KM definition created by Yew and Aspinwall (2004) defines KM as 
 a  way  management  is  to  deal  with  knowledge  related  activities  such  as 
 creating, organizing, sharing, and using knowledge in order to create value 
 for  an  organization.  It  is  promoted  as  an  essential  cornerstone  for 
 companies to develop sustainable competitive advantage and to remain at 
 the  forefront  of  excellence  in  the  market  playing  field.  This  definition 
 clarifies different activities in knowledge management which links KM with 
 competitive advantage. 


To  summarize  from  different  definitions,  KM  generally  covers  any 
systematic process or practice of acquiring, sharing, creating, storing, and 
using  knowledge,  wherever  it  resides,  to  enhance  learning  and 
performance  in  organizations.  At  the  same  time,  some  supporting factors 



(20)such  as  culture,  organizational  structure  and  technology,  are  closely 
 related  to  KM.  All  these  processes  and  supporting  factors  will  be  further 
 illustrated in the next sector. 



2.3  Knowledge  process  and  knowledge  management  practices   



2.3.1 Knowledge process   


Knowledge  process  is  a  group  of  naturally  existing  processes  in  the 
 organization,  in  which  knowledge  are  embedded.  In  any  organization, 
 these processes exist to some extent even without intentional management 
 interference.  Knowledge  acquisition,  knowledge  creation,  knowledge 
 sharing,  knowledge  storage  and  documentation,  and  knowledge 
 application are the main knowledge management processes.   


Knowledge acquisition 


Acquiring  knowledge  from  external  sources  and  making  it  suitable  for 
 subsequent use is known as knowledge acquisition (Holsapple and Jones, 
 2004).  More  specifically,  this  begins  with  identifying  needed  knowledge 
 from the external sources of an organization. The organization can acquire 
 needed knowledge either directly or indirectly, and then transform it into its 
 own knowledge that can be employed by the organization. Main methods in 
 direct  acquisition  of  knowledge  include:  licensing  copyrights  and  patents, 
 obtaining  trade  secrets,  soliciting  knowledge  from  external  sources  and 
 receiving  external  training.  On  the  other  hand,  hiring  new  employees, 
 forming  joint-ventures  with  others  organizations,  using  relationships  in 
 acquiring information are some examples of indirect knowledge acquisition. 


   


Knowledge creation 


Knowledge  creation  process  is  developing  new  contents  or  replacing 



(21)existing content within the organization‘s tacit or explicit knowledge (Alavi 
 and  Leidner,  2001).  This  process  is  a  dynamic  and  creative  interaction 
 between  tacit  and  explicit  knowledge.  It  is  Nonaka  and  Takeuchi  (1995) 
 who theorized the process of knowledge creation using their famous SECI 
 model.  As  figure  3  shows,  knowledge  creation  in  SECI  model  has  four 
 modes,  they  are:  socialization,  externalization,  combination,  and 
 internalization.   


Figure 3 Knowledge creation process     
   (Adapted from Nonaka and Takeuchi 1995) 


Based  on  the  SECI  model,  Nonaka,  Toyama  and  Konno  proposed  three 
 key elements of knowledge creation in organizations (Nonaka et al. 2000). 


These  three  elements  are:  (1)  the  SECI  process,  knowledge  creation 
 through the conversion of tacit and explicit knowledge; (2) `ba', the shared 
 context  for  knowledge  creation;  and  (3)  knowledge  assets,  the  inputs, 
 outputs and moderators of the knowledge-creating process. They describe 
 knowledge  creation  as  the  result  of  interactions  of  these  factors.  SECI 
 process takes place in ―ba‖, and where new knowledge is created, and is 
 the basis for a new spiral of knowledge creation.   


Knowledge sharing 


Lee  (2001)  defines  knowledge  sharing  as  activities  of  transferring  or 
disseminating  knowledge  from  one  person,  group  or  organization  to 
another.  This  definition  broadly  includes  sharing  of  both  tacit  and  explicit 



(22)knowledge, as well as intra- and inter organizational knowledge sharing. 


Knowledge  sharing  is  a  valuable  link  between  the  individual  and  the 
 organization, because it moves knowledge that resides in individuals to the 
 organizational  level.  This  process  is  considered  important  to  the 
 dissemination  of  innovative  ideas  and  creativities  of  the  organization 
 (Armbrecht et al, 2001; Ipe, 2003). 


Besides  information  technology  tools,  some  factors  are  very  important  in 
 facilitating good knowledge sharing, such as organizational reward system, 
 good  design  of  work  process  and  jobs,  and  an  environment  that 
 encourages a climate of trust and openness (Bartol and Srivastava, 2002; 


Cabrera et al, 2002).   


Knowledge storage and documentation   


Knowledge  storage  and  documentation  involve  different  components  of 
 remembering  knowledge,  such  as:  written  documentation,  information 
 stored  in  databases,  recorded  organizational  processes,  and  tacit 
 knowledge acquired by individuals (Alavi and Leidner, 2001). According to 
 Renzl (2008), this process cannot be merely solved by IT, but need more 
 support from managers of the company, who can provide motives to do this 
 process better and more efficiently.   


Knowledge  storage  and  documentation  may  have  either  positive  or 
negative  effects  on  other  knowledge  processes.  More  specifically,  this 
process  can  help  store  and  reapply  workable  solutions  when  the 
organization encounter similar problems that happened previously; on the 
other hand, if overly dependent on previous  experiences, both individuals 
and  organizations may lose opportunities to acquire,  create or apply new 
knowledge (Chou, 2005).   
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Knowledge application is the process in which the organization utilizes the 
 knowledge  and  technology  generated  into  new  products  and  processes 
 (Song et al, 2005).   


Organizations  can employ  their  knowledge  in  various  ways.  This process 
 can  make  knowledge  become  more  relevant  and  active  for  the  firm  in 
 creating  value,  and  Bhatt  (2001)  pointed  out  that  swift  application  of 
 knowledge  is  important  in  sustaining  the  competitive  advantage  in  fast 
 changing markets nowadays. 


All  of  the  above  described  knowledge  processes  are  embedded  in 
 organizations‘  daily  works.    The  status  of  these  processes  in  China  and 
 Finland will be studied and compared in this study. 



2.3.2 Knowledge management practices 


Several key knowledge processes were introduced in the previous section. 


There are some  knowledge management  practices that  can facilitate and 
 enhance  these  processes.  These  practices  are  intentional  actions  from 
 management, which can enhance knowledge processes. Main knowledge 
 management  practices  studied  in  this  research  are:  knowledge 
 management  strategy,  knowledge  management  culture,  knowledge 
 management  leadership,  human  resource  management,  organizational 
 structure and technology, and ICT.     


Knowledge management strategy 


While  providing  a  process  for  conceptualizing  knowledge  strategy,  Zack 
(1999) also pointed out the importance of creating knowledge strategy that 
can  help  organizations  focus  and  prioritize  their  investment  in  KM  and 
come out ahead of competitors. According to Smith (2005), a KM strategy 
should  contain  four  key  components:  clear  objectives  of  KM  activities, 



(24)well-developed action plan, budget for the action plan, and measurements 
 that can evaluate the progress and success of the KM. When developing a 
 KM  strategy,  business  sector  characteristics,  organizational  culture  and 
 structure, nature of  the  knowledge of organizations need to be taken into 
 account (Haggie and Kingston, 2003). A clear KM strategy is an important 
 basis  for  good  knowledge  management  (Skyrme&  Amidon  1997;  Dalkir 
 2005). 


Knowledge management culture 


Organizational  culture  is  the  set  of  commonly  held  beliefs  in  the 
 organization; it also represents the desires, goals, and customary practices 
 of organizations (Tienne et al, 2004). An effective organizational KM culture 
 contains norms and practices that increase the free information flow among 
 employees and across departments.   


Previous  studies  revealed  how  organizational  culture  influenced  the 
 knowledge  processes.  KM  culture  plays  a  key  role  in  knowledge 
 management  processes  such  as  knowledge  sharing  and  creation 
 (Davenport et al. 1998, Dorothy et al.2006, Kristen et al. 2004, Tienne et al, 
 2004).  Based  on  a  research  of  Leidner  et  al  (2006),  individualistic 
 organizational  culture  inhibits  sharing  and  reuse  of  knowledge,  while 
 cooperative  organizational  culture  enables  the  evolution  of  all  knowledge 
 processes.     


Knowledge management leadership 


Leadership is very important in ensuring success in most initiatives within 
 an  organization  (Jarkko,  2004).  KM  leadership  is  about  setting  direction, 
 motivating, and inspiring employees to be involved in KM activities.   


In  case  of  KM,  leadership  plays  a  crucial  role  in  implementing  and 
sustaining  a  knowledge-sharing  culture  as  well  as  in  facilitating  and 
enabling all knowledge activities (Ribiere, 2003). According to Tienne et al 
(2004),  leadership  can  directly  impact  the  organization‘s  culture  and  is 



(25)critical  to  the  overall  success  of  KM.  Leadership  needs  to  permeate  all 
 levels of an organization, and a knowledge officer is a new position that can 
 greatly enhance and coordinate a company‘s knowledge processes. 


Human resource management     


Human recourse management (HRM) policy and practice play a significant 
 role  in  KM  (Hislop,  2003;  Scarbrough,  2003;  Wong,  2005).  Scarbrough 
 (2003) pointed out three aspects of HRM that  are particularly important in 
 shaping  the  flow  of  people  and  knowledge,  they  are:  employee  selection 
 methods, compensation strategies, and career development systems.   


Different researchers value these three aspects (Scarbrough 2003, Tienne 
 et  al, 2004; Wong,  2005).  Firstly,  effective  selection  of  new  employees  is 
 crucial  because  it  is  the  process  of  building  onto  an  organization‘s 
 knowledge  and  competences.  Organizations  should  hire  those  who  have 
 the  required  knowledge  and  skills  that  they  desire.  Secondly, 
 compensation  strategies  can  help  promote  KM.  Both  tangible  and 
 intangible incentives can motive employees to share and create knowledge. 


However,  sometimes  rewards  for  some  can  create  dissatisfaction  for 
 others,  or  can  make  individuals  put  more  effort  towards  personal 
 contribution  than  cooperate  with  other  employees.  The  third  aspect  is 
 career  systems,  which  concerns  systematic  training  and  education  to 
 employees and how to retain  good employees and their knowledge when 
 they leave the organization. 


Organizational structure 


Organizational  structure  is  another  central  aspect  in  implementing  KM 
 (Gold  et  al,  2001;  Quintas  et  al,  1997,  Wong,  2005).  A  set  of  roles  and 
 teams  performing  knowledge  related  activities  need  to  be  established  to 
 enhance  internal  cooperation  and  communication.  Flexible  organizational 
 structures  can  encourage  knowledge  processes  both  within  and  between 
 organizations.   


   



(26)Technology and ICT 


Technology  tools  and  ICT  are  important  for  KM  activities.  They  are  not 
 simple and static archiving tools, but also connectors of people; it enables 
 rapid  search,  access  and  retrieval  of  information,  and  can  support 
 collaboration and communication between organizational members (Wong, 
 2005).   


It is important to notice that successful KM projects need a balanced use of 
 people and technology. Technology itself cannot be the ultimate solution to 
 KM.  It  can  help  organizations  manage  and  leverage  their  knowledge 
 systematically  and  actively,  but  cannot  substitute  the  role  of  people 
 (Alavi&Leidner, 2001; Hariharan, 2005; McDermott, R, 1999).   


Hasanali  (2002)  gave  some  key  issues  that  need  to  be  taken  into 
 consideration when developing and using technology and other ICT tools. 


Such  as,  focusing  on  user‘s  needs,  building  common  and  easy-to-use 
 platforms, concentrating on both tacit and explicit knowledge management, 
 giving enough training to users, and giving sustainable maintenance to ICT 
 systems. 


Knowledge processes and knowledge management practices introduced in 
 this  section  are  the  key  elements  to  be  investigated  and  compared 
 between China and Finland. Figure 1 in chapter one has shown this partly, 
 more  details  about  how  these  key  elements  will  be  positioned  and 
 measured in the whole KM model of this research will be introduced in the 
 methodology part, namely chapter six of this study.   



2.4 Knowledge management and company performance 


There  have  been  intensive  discussions  amongst  researchers  about  the 
importance of knowledge management (Carneiro 2000, Martensson 2000, 
Ndlela  &  Toit  2001).  The  management  of  knowledge  is  promoted  as  an 
important  and  necessary  factor  not  only  for  the  survival  of  organizations, 



(27)but also for the maintenance of competitive advantages of organizations. 


Martensson (2000) says in  both the private and the public sectors,  KM is 
 considered  as  a  prerequisite  for  higher  productivity  and  flexibility.  KM  is 
 described  as  both  an  information  handling  tool  and  a  strategic 
 management tool.   


By  building  relationships  between  knowledge  development,  personal 
 characteristics  and  personal  development,  Carneiro  (2000)  provides  an 
 in-depth  understanding  on  the  linkages  between  KM,  innovation  and 
 competitiveness. By having good KM in organizations, managers are more 
 able  to  analyze  and  evaluate  environmental  factors  and  make  better 
 decisions.  In  a  fast-changing  environment,  the  competitive  advantage  of 
 many  companies  is  based  on  the  decision  to  exploit  and,  to  develop  the 
 power of knowledge development. KM plays an efficient role in supporting 
 innovation and competitiveness of organizations. 


Ndlela  and  Toit  (2001)  further  verified  that  the  establishment  of  a 
 knowledge management program  can ensure  the  sustainable competitive 
 advantage  within  organizations  with  their  research.  They  investigated  the 
 understandings  of  various  factors  in  knowledge  management  such  as 
 enablers and barriers to implement knowledge management. Their survey 
 results suggested that organizations should adopt a holistic and integrated 
 approach when implementing KM and this will be a source of  sustainable 
 competitive advantage for organizations. 


To  summarize,  successful  KM  can  bring  various  benefits  to  both 
 governmental and business organizations in today‘s fast-changing market. 


By implementing KM, organizations can create value more effectively and 
maintain their innovativeness and competitiveness.     
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3. KNOWLEDGE    MANAGEMENT    IN CHINA 


As  mentioned  in  previous  chapters,  knowledge  management  has  a  long 
 history  and  is  now  a  popular  research  topic  both  academically  and 
 practically.  However,  there  is  a  dearth  of  KM  literature  about  developing 
 countries  (Boumarafi  and  Jabnoun  2008,  Kale;  D.  and  Little  2005). 


According to Kale and Little, most of those researchers who concentrate on 
 the  process  of  KM  have  mainly  focused  their  studies  on  developed 
 countries.  In  developing  countries  such  as  China  and  India,  there  is  not 
 much  about  firm  level  KM  study.  In  this  chapter,  the  general  KM 
 development  of  China  will  be  introduced.  For  example,  the  history  of 
 Chinese  KM  research,  the  characteristics  of  Chinese  KM,  and  the  trends 
 and the challenges of Chinese KM research. 



3.1  China’s  fast  development  and  challenges  in  knowledge-based economy   


According to the official data from the National Bureau of Statistics of China 
 (NBS), China‘s average annual GDP growth is more than 8 per cent in the 
 past 28 years. Even in the time of financial crisis during the years of 2007 
 and  2008,  the  GDP  growth  of  China  was  13  per  cent  and  9  per  cent 
 respectively (NBS, 2009).   


China‘s rapid development in the past few decades is significant. Dahlman 
 and  Aubert  (2001)  see  the  main  reasons  of  this  are  because  of China‘s 
 shift of workers and resources from low productivity agriculture to industry, 
 and the high growth rates in both domestic and foreign investment.   


However,  to  maintain  prosperity  in  the  new  century,  China  must  confront 
the knowledge revolution and ensure the effective use of knowledge in all 
economic sectors, such as agriculture, industry, as well as services. China 
faces  the  challenge  of  shifting  towards  a  knowledge-based  economy, 



(29)which  is  compounded  by  the  knowledge  and  information  revolution.  To 
 overcome  these  challenges,  the  Chinese  government  needs  to  help  the 
 country quickly exploit the knowledge revolution and succeed in promoting 
 and regulating a new socialist market economy based on knowledge. 


So  the  effective  development  and  exploitation  of  knowledge  is  becoming 
 more important for China‘s economic activities, competitiveness, and future 
 growths.  The  importance  of  the  codification  of  scientific  understanding  of 
 nature  and  the  rapid  dissemination  and  exploitation  of  all  knowledge  is 
 huge. China must exploit knowledge efficiently to gain its place in the new 
 world economy. 


Dahlman  and  Aubert  (2001)  pointed  out  the  main  challenges  China  will 
 face toward knowledge-based economy. They suggested main knowledge 
 implications  for  China  that  can  be  used  in  dealing  with  the  current 
 challenges in knowledge-based economic growth.   


Table 2 Knowledge related challenges for China 
 (Adapted from Dahlman and Aubert , 2001) 


Challenge  Knowledge implication 


Maintaining growth    Go  from  factor  intensive  to  knowledge  intensive 
 by  increasing  productivity  across  the  board. 


Improve  financial  system.  Develop  social  safety 
 nets. Harness ICT infrastructure, etc.   


Providing employment  Knowledge  will  make  job  market  more 
 competitive. Knowledge can protect existing jobs 
 and develop new job opportunities. 


Addressing  income  and 
 regional inequality 


Invest  in  physical  infrastructure  and  knowledge 
 infrastructure. Invest in education and technology. 


Ensuring  environmental 
 sustainability 


Policy,  technical  and  productive  knowledge  are 
needed for environmental issue. 



(30)As  it  can  be  seen  from  table  2,  if  China  uses  knowledge  efficiently  for 
 sustaining its development in the long term, China needs to make changes 
 in various policy domains, which deepen, complement, or reorient ongoing 
 reforms.  All  of  these  actions  need  knowledge  and  good  management  of 
 knowledge. 



3.2 Chinese KM research history 


This section reviews the development of KM research in China. When KM 
 started  gaining  attention  in  the  Western  community,  China  was  still 
 experiencing dramatic economic and social changes (Lin, 2010). It was in 
 the year 1997 that KM was formally introduced into China for the first time 
 (Song,  2003).  In  that  year,  a  research  about  knowledge  economy  was 
 conducted in one of the earliest high-tech parks of China: Zhongguancun of 
 Beijing.  In  that  research,  the  role  of  knowledge  in  organizations  was 
 studied.   


Even though KM came to China relatively late compared to the developed 
 countries,  those  international  companies  who  established  their  Chinese 
 subsidiaries promoted KM very fast within China, for example, IBM and HP 
 are  frequently  quoted  examples  of  those  who  invested  in  KM  technology 
 and software in China (Lin and Kwok, 2006).   


Two main stages of Chinese KM research development 


There  are  two  main  stages  of  Chinese  KM  research  development,  which 
 represent different emphasis in KM research topics: one stage is from late 
 1990s to mid-2000s, the other stage is starts since the mid-2000s. 


In  the  first  stage  (late  1990s  to  mid-2000s),  KM  research  was 
comparatively new to Chinese researchers. According to Voepel and Han 
(2005), most of the Chinese KM research works in that period simply refer 
to leading Western KM literatures. Discussions such as the definition of KM, 
the  importance  of  KM  to  Chinese  firms  and  the  knowledge  transfer  from 



(31)overseas to China dominated the range of tackled topics (Li, 2001; Song, 
 2003). Concluding from two KM researches in 2002 and 2005, Peng et al 
 (2007) suggested that KM practice in Chinese companies was still at a very 
 early stage before 2005. 


However, in mid-2000s, Voelpel and Han (2005) predicted that while China 
 gradually  increased  its  integration  in  to  the  world  economy,  KM 
 development  in  China  will  differ  significantly  from  those  in  Western 
 countries, therefore, research on KM in China will gain more attention than 
 before. Indeed, after 2005, there is a transition in the research  emphasis. 


Discussions  about  how  to  implement  KM  and  critical  issues  of  KM 
 implementation  started  to  gain  researchers‘  attention  (Yet  et  al,  2006; 


Chang and Lee, 2007; Lin, 2010).   


After a search of web sites of Chinese KM news reports and journals, it is 
 found  that  there  are  three  KM  intensive  regions  across  China,  they  are: 


Beijing,  Shanghai  and  Shenzhen.  Also,  there  are  some  Chinese 
 universities  running  KM  research  related  centers,  such  Beijing  University 
 and  Shanghai  Jiaotong  University.  KM  consulting  in  China  is  also  in  its 
 early development (KMC, 2008).   


To summarize, KM has been in China for about one decade. Before 2005 it 
 was  in  the  early  growth  stage;  after  that,  Chinese  KM  started  to  develop 
 faster  in  academic  research  and  daily  practice.  However,  what  is  the 
 holistic KM status of China is unclear; this study is to answer this question. 



3.3 KM issues in China 


As  mentioned  in  section  3.2,  so  far  there  are  two  stages  of  Chinese  KM 
research.  Before  2005,  besides  the  discussion  of  definitions  and 
importance  of  KM,  works  about  knowledge  transfer  was  the  most 
significant contribution in this period. After 2005, the KM research interests 



(32)are broadened and researchers paid more attention on factors affecting KM. 


So in this section, works about these two areas are introduced, to help us 
 have a better understanding of Chinese KM research. 


Research about Knowledge transfer to China 


Even though  the KM research in  developing countries  is relatively  limited 
 as  mentioned  earlier,  the  Chinese  policy  of  openness  and  major  policy 
 reforms  triggered  a  series  of  KM  studies  concentrating  on  knowledge 
 transfer from foreign countries to China (Si et al., 1999; Buckley et al., 2005; 


Liu et al., 2006).   


Si  et  al.(1999)  pointed  out  that  China  has  a  far  more  complex  business 
 environment than elsewhere in the world, so they suggest that foreign firms 
 should  think  through  their  own  and  their  Chinese  partners‘  knowledge 
 needs at the beginning of the joint venture co-operation.   


Buckley  et  al.  (2005)  stated  that  knowledge  transfer  across  national 
 borders within multinational enterprises depend on two main factors. One 
 is the common language necessary for communication; and the other is the 
 shared social knowledge necessary to understand and predict the behavior 
 of parties engaged in the knowledge-transfer process. 


Liu  et  al.  (2006)  studied  the  best  practices  for  multinational  corporations 
(MNCs) to transfer knowledge to their Chinese subsidiaries.    While some 
practices  have  higher influence  on efficient  knowledge  transfer,  they  also 
pointed  out  that  certain  practices  are  better  suited  in  transferring  certain 
types  of  knowledge.  Their  research  revealed  the  use  of  technologies  in 
terms  of  providing  platforms  and  applications  on  computers  as  the  most 
frequently  used  tool  to  enable  employees  to  share  their  experiences  and 
knowledge.   



(33)Some special Chinese factors influencing Chinese KM 


As mentioned earlier, in the second stage of Chinese KM research, many 
 articles emerged either explicitly or implicitly studied the factors that affect 
 KM implementation in China.  However, some special Chinese factors are 
 unique to Chinese KM, some of these Chinese factors are reviewed next. 


Guanxi   


The  word  ―Guanxi‖  means  relationship  in  English.  In  common 
 understanding, it always refers to a personal information networks (Veolpel 
 and Han, 2005). This factor is found positively related to knowledge sharing 
 in China. Healthy Guanxi is important in building trust between each other 
 and  therefore  plays  a  vital  role  in  enhancing  knowledge  sharing  in  the 
 Chinese  organizations  (Hutchings,  2005;  Fu  et  al,  2006,  Michailova  and 
 Hutchings,  2006).  Guanxi  influences  knowledge  acquisition  as  well, 
 because Chinese people are more confident in those who they have known 
 for a long term personally (Ramasamy et al, 2006).   


Collectivism thinking 


This  factor  is  especially  important  in  China  because  China  is  a  highly 
 collectivism-oriented nation (Chow et al, 2000). This factor shapes a strong 
 tendency  in  internal  knowledge  sharing  among  in-group members.  At  the 
 same  time,  if  sharing  personal  knowledge  is  good  to  enhance  or  protest 
 collective benefits, Chinese people  are willing to put individual benefits to 
 the  secondary  position  (Zhang  et  al,  2006).  In  the  study  of  Chow  et  al 
 (2000), he found that Chinese and Americans are  to be equally  willing to 
 share  knowledge  that  does not  has a  conflict  between  self  and  collective 
 interests; but for knowledge that does has such a trade-off, Chinese people 
 expressed a greater willingness to share than Americans. 


Confucianism 


Confucianism is a Chinese ethical and philosophical system developed by 
the  ancient  Chinese  philosopher  Confucius.  Chow  et  al  (2000)  used  the 



(34)term  Confucian  dynamism  to  measure  the  effects  of  Confucianism  to 
 knowledge sharing in China. This dynamism includes eight items and the 
 whole  Confucian  dynamism  is  a  factor  that  positively  influences  the 
 knowledge-sharing behavior of Chinese people. Among those eight items, 


‗‗personal  steadiness‘‘  and  ‗‗respect  for  tradition‘‘  support  knowledge 
 sharing best.   


   



3.4 Characteristics of Chinese KM   


Management practices in China are different in many ways from that of the 
 West, as well as in knowledge management. Many researchers have tried 
 to  define  the  Chinese  characteristics  of  KM      (Zhu,  2004;  Burrows  et 
 al.2005;  Peng  et  al.  2007).  In  China,  we  have  a  Chinese  style  of  KM 
 approach.  In  this  section,  Chinese  KM  characteristics  will  be  introduced 
 through  two  examples,  one  uses  a  Chinese  KM  model;  the  other  uses  a 
 comparative  approach,  in  which  Chinese,  U.S  and  Japanese  KM  are 
 presented together. 


WSR framework of Chinese KM 


Drawing  upon  insights  from  Oriental  (Chinese)  philosophy,  Zhu  (2000, 
 2004)  proposed  a  unique  KM  framework  that  Chinese  people  inherited 
 from Confucianism. 


One  of  the  main  characteristics  of  the  Chinese  philosophy  is  its  intention 
 toward harmony and holism. While Western people focus more on relations 
 between humankind and the material world, the Chinese uphold a cultural 
 tradition which focuses more on Guanxi (social relationships), which exists 
 within  members  of  a  family,  within  or  between  organizations,  and  within 
 society as a whole.   


In  WSR  framework,  Wuli  denotes  the  material–technical  aspect  of 
managing knowledge. It is objective existence (natural or social, concrete 
or abstract), which  consists of material surroundings as well as structural 



(35)organizations. Shili means patterns of human interaction with the world to 
 facilitate the constructive-cognitive knowing process. The Chinese believe 
 that  the  best  approach  to  KM  is  to  equip  knowers  with  various  methods, 
 techniques  and  skills,  flexible  organizational  arrangements  and 
 cross-boundary  conversation  opportunities,  and  then  leave  the  knowing 
 agents  to  learn,  to  create,  to  share  and  to  apply  knowledge  in  the  ways 
 easy  for  them.  Renli  is  concerned  with  the  governing  of  social–political 
 relations  among  knowers.  Renli  stresses  the  inter-subjective  relations 
 among  parties  within  the  organization.  In  studying  Renli,  the  focus  is  on 
 generating and fostering possible synergistic factors, as well as avoiding or 
 overcoming obstructive ones.    Being oriented toward human ensures that 
 the organization serves various human interests better, and consequently 
 formulation and implementation of knowledge can become easier. 


Comparative approach to study Chinese KM 


Burrows  et  al  (2005)  described  the  Chinese  approach  of  KM  by  using  a 
 comparative  method.  He  summarized  three  approaches  of  KM  based  on 
 regional and cultural differences, as well as different management models.   


The  first  one  is  the  American  approach,  which  emphasizes  explicit 
 knowledge  and  its  codification,  collection,  distribution,  application  and 
 measurement. Investment on IT, knowledge repository and data mining are 
 regarded as crucial factors to the success of innovation and productivity.   


The  second  KM  approach  is  the  European/Japanese  approach.  In  this 
 approach, the key factor is people. High standard and productivity depend 
 mostly on the socialization process of expertise and tacit knowledge.   


The third one is the Chinese KM approach. This is a ―middle of the road‖ or 


―moderation‖  approach  that  combines  codification  and  personalization 
together. The  ―actual usability‖  of KM  is a predominant  factor  in  Chinese 
way  of  applying  KM.  This  explains  why  short-term  return  from  KM 
investment is a key concern of the Chinese companies‘ management and 



(36)lots of  Chinese companies  are keen to invest  IT systems.  Chinese KM is 
 also influenced by its traditional history and culture. Therefore informal and 
 inexplicit  communications  are  popular  in  Chinese  contexts.  Interpersonal 
 links via oral communication in a relatively small community or ―social circle‖ 


is  where  the  knowledge  is  most  likely  to  be  transferred  among  people. 


Table 3 presents some key points of these three KM approaches. 


Table 3 Distinctive characteristics of knowledge management in the U.S., 
 Japan, and China (Adapted from Burrows et al, 2005) 


U.S.  Japan  China 


View of Knowledge  Measurable  and 
 manageable entity 


Largely  tacit  and 
 contextual 


Largely  tacit  and 
 contextual 


Key assumption  Knowledge  is 
 mostly  objective 
 and  can  be  made 
 explicit   


Knowledge  is 
 mostly  subjective 
 and  socially 
 dependent 


Knowledge  has 
 both  objective  and 
 subjective 


elements 
 KM in daily work  Knowledge 


workers  capture, 
 codify,  and  share 
 knowledge  from 
 experience 


Everybody  creates 


and  shares 


knowledge  as  an 
 integral  part  of 
 socialization 


Senior  managers 
 and   


supervisoring  staff 
 act  as  repositories 
 of knowledge   
 KM goals  Profits  &  improved 


productivity 


Social  consensus 
 of people 


Profits  and  people 
 harmony 


Above comparison by Burrows et al (2005) is a good example of studying 
 KM by comparative approach. In the table above, part of the Chinese KM 
 characteristics are compared with other two countries. This makes it easier 
 for researchers understand KM in different countries. 



3.5 Challenges and future trends of Chinese KM 


KM  research  in  China  needs  to  be  closely  related  with  the  trends  of  the 



(37)development  of  the  Chinese  economy  and continuous  reform.  Under  this 
 thinking, Peng et al. (2007) proposed the following KM research trends and 
 challenges in China: 


(1) In  many  critical  industries,  the  government  retains  a  significant  share. 


So the KM research should concentrate on what the differences of KM 
 state owned enterprises (SOEs) and private companies in China are.       


(2) To  build  effective  KM  research  community.  Chinese  and  Western 
 management  scholars  must  be  joined  together  in  order  to  apply 
 comparative research and/or conduct joint projects.   


(3) In consideration that the private economy makes  up more than 60 per 
 cent of GDP in China, Chinese KM researchers should study the role of 
 KM in Chinese domestic private companies and firms. 


(4) The topics concerning the mechanisms by which external and internal 
 knowledge  is  managed  in  China  under  China‘s  specific  cultural  and 
 social influences will be covered by more researchers. 


(5) In  what  ways  KM  practices  in  China differ from the West needs to  be 
 studied and a comparative approach needs to be used. 


(6) In  January  2006,  China  launched  a  15-year  ―Medium-to-Long-Term 
 Plan  for  the  Development of Science  and Technology‖  that  targets  to 
 make  China  an  ―innovation-oriented  society‖  by  the  year  2020. 


Innovation has become an increasingly important factor in KM research 
in recent years. So some research topics about innovation and KM can 
be  studied,  for  example:  What  specific  factors  are  there  in  China  KM 
practice  to  affect  innovation  if  compared  with Western  and  Japan  KM 
styles?   



(38)(7) The  research  on ―best KM practices‖ in  service sector, manufacturing 
 sector,  governmental  and  non-profit  sectors  in  China  are  needed,  to 
 help people implement KM in different sectors. 


From  above  trends,  it  is  clear  that  KM  researches  in  China  need  to  be 
expanded  in  a  lot  of  directions  and  there  is  a  big  demand  to  study  KM 
under  a  comparative  approach.  For  example:  KM  comparison  between 
private  and  states-owned  companies;  KM  comparison  between  different 
sectors;  and  KM  comparison  between  China  with  other  countries.  By 
comparing KM between China and Finland, this study closely follows some 
of the research trends that Peng et al (2007) disclosed.   
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4. KNOWLEDG MANAGEMENT IN FINLAND 


Being  one  of  the  most  innovation  countries  in  the  world,  Finland 
 successfully  transformed  itself  from  industrial  society  to  an  information 
 society and then to a knowledge society. Knowledge management plays an 
 important role both in government and in business organizations (Dahlman 
 et al, 2001; Jussilainen, 2001; Suurla et al. 2002; Salojarvi et al, 2005 ). In 
 this  chapter,  the  development  of  KM  in  Finland  will  be  introduced  briefly, 
 concentrating  on  the  KM  in  Finnish  government  and  in  Finnish  business 
 life. 



4.1 Finland—an innovative knowledge society 


As mentioned in chapter three, China requires an integrated policy in using 
 knowledge  to  develop  its  knowledge  economy.  The  leading  body  of  this 
 integrated  policy  needs  to  have  the  authority  to  coordinate  all  ministries, 
 which is crucial for creating the overall national knowledge strategy. Even 
 this  kind  of  integrated  approach  is  not  easy  work.  Finland,  the  most 
 innovative  economy  in  the  world  can  be  an  inspiring  model  for  this 
 integrated approach  that uses pragmatic methods and explicitly designed 
 plan for a nation‘s transition to a knowledge-based economy.     


When  Finland  was  still  an  information  society,  there  was  already  a  clear 
 knowledge strategy that stated: To make the best use of the opportunities 
 in  the  information  society,  Finland  has  a  vision  and  strategy  to  be  a 
 forerunner  in  building  an  information  society  based  on  humane  and 
 sustainable development (Dahlman et al, 2001).   


During the course of transitions from an industrial society to an information 
society to a knowledge society, Finland saw understanding and wisdom as 
the two major challenges for both individuals and social communities. It is 
believed  that  the  society  has  the  responsibility  to  create  equal 



(40)preconditions and needs an inspiring atmosphere for the required change 
 to take place. Everybody needs to build a strong personal educational base 
 for lifelong learning, so that Finnish people can regenerate the view of the 
 coming societal, occupational and personal changes.   


According to Suurla et al. (2002), compared to other nations, Finland as a 
 society  has  good  practices  on  operating  efficiently  as  an  information 
 society as well as a pioneer of knowledge society development. From the 
 perspective  of  Finnish  political  regime,  knowledge  management  is  an 
 important  tool  that  can  help  Finland  exert  government  power  and 
 strengthen parliamentarianism.   


Knowledge  has  been  important  for  a  long  time  in  Finland.  The  transition 
 from  information  society  to  knowledge  society  took  place  successfully 
 under the efforts of all Finnish people. So in  the next two sections, KM in 
 Finnish government and in business life will be studied in more details. 



4.2 KM in Finnish government 


Finnish  government is aware of the importance of  the knowledge held by 
 its  people.  As  early  as  1998,  the  Finnish  government  pointed  out  in  its 
 future report that the citizens‘ competence, their skills and expertise are the 
 only  basis  for  Finland‘s  success.  In  particular,  the  government  defined 
 Finnish  national action plans for Finland to develop towards a knowledge 
 society (Suurla et al. 2002), which are made of three terms: 


1. Steadily increase the resources available for research and development 
 from the year 2000 on; at the same time, seek to increase the returns from 
 such investment. 


2.  Lead  the  transition  to  an  information  society,  seeking  a  role  in  the 
European Union as an ―information society laboratory‖. Use the information 



(41)society as a tool for increasing Finland‘s human and social capital. 


3. Introduce a system of lifelong learning encouraging skill enhancement 
 and  mobility  during  the  entire  individual  life  cycle.  In  the  business  policy, 
 emphasize  quality,  education,  management  skills  and  personal 
 development.   


       


Besides the creation of knowledge policies, Finland established a science 
 and  technology  policy  council.  This  organization  is  lead  directly  by  the 
 Finnish  prime  minister,  to  develop  a  series  of  knowledge  and  innovation 
 strategy  for  the  country.  The  council  includes  all  ministers  and 
 representatives  of  civil  society  and  business.  The  main  issue  is  to  move 
 Finland to a leading economic position in the world. Under the supports of a 
 secretariat, the council met regularly to discuss and create key policy in the 
 various  domains  of  developing  a  knowledge  and  innovation  strategy 
 (Dahlman  et  al,  2001).  Figure  4  shows  the  role  of  KM  in  the  reform  of 
 Finnish government and the knowledge strategy of Finland as a nation. 


Figure 4 The role of KM in Finnish government   
(Adapted from Suurla et al, 2002 ) 
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