
 

 

 

Abstract—In this challenging business environment, 

development of human capital is crucial in order to sustain the 

highly skilled workforce to support the move towards greater 

productivity and higher value-added activities in Small 

Medium Enterprise (SMEs). Human capital development is a 

core element to sustain human capital inculcation of 

entrepreneurship culture as well as the development of strong 

entrepreneurial skills. The knowledge transfer model has been 

practised to ensure the objective of the human capital plan to 

be achieved through human resources process. Given the fact 

that knowledge transfer is the linkage of retaining and skills 

upgrading of human talent, this model is developed to fulfil the 

absence of producing knowledgeable human capital by 

concentrating on the knowledge infrastructure and knowledge 

process. In its essence, this framework shows how human 

resource processes apply the concepts of knowledge transfer 

model and address the consequences to SME sectors. 

Additionally, it can prove to be more innovative and may 

become a main contributor to economic development. 

 

Index Terms—Knowledge transfer, human capital, strategic 

human resources. 

 

I. INTRODUCTION 

Small medium enterprises (SMEs) are usually defined as 

those that have sales of less than 2 million ringgit annually 

and have fewer than 100 employees [1]. The development of 

a feasible and active SME sector has been widely regarded 

as important to sustain economic change and organizational 

competitiveness in transformation economies [2]. In 

Malaysian economies, SMEs play an important role in terms 

of economic growth and providing human capital as they act 

as a pivotal role in the growth of domestic economy and to 

put Malaysia as more competitive other than developing into 

becoming a high income nation. They have become the 

prime mover and also the backbone of industrial 

development in Malaysia [3]. In the globalization of the 

world economy, a knowledge based economy urges the 

organization to enhance their employees’ knowledge and 

skills through knowledge management, in order to survive, 

sustain and compete in the global environment [3]. The 

innovation and rapid development require accelerated use of 

knowledge that must be managed efficiently, effectively and 

securely. In this knowledge driven global economy, 

knowledge itself is a commodity that offers the only 

sustainable competitive edge. Simply, the employees of the 

organizations need to be more knowledgeable.  

Knowledge workers are of critical importance to SMEs 

because of their knowledge and skills as a productive force 
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for the organizations. Furthermore, they are viewed as 

constituting an investment for an organization rather than 

just being a labour cost. Besides, their personal embodied 

knowledge is such that it represents a form of personal 

equity and as such means that many knowledge workers are 

potential entrepreneurs [4]. In today’s economy, knowledge 

is one of the most important resources in creating a 

competitive advantage for the organization [5]. SMEs, 

therefore, must first know what their knowledge assets are. 

Subsequently, they must know how to manage and make use 

of these assets to get maximum returns [6]. Knowledge 

management (KM) has become an essential component of 

an organization which is beginning to change and strategize 

their planning as their focus [7].  

The practice of KM in small and medium-sized 

enterprises (SMEs) differs from a large organization [8] 

(Wong and Aspinwall, 2004) because the size is different 

between SME and large organization. Furthermore, in 

certain behavioural advantages like rapid making decision, 

flexibility, less strict regulation, government support, fast 

communication, facilities and others [9], KM has been 

studied extensively. Nevertheless, most of the relevant 

research has concentrated on economic and political factors 

affecting SMEs [10] rather than human resource issues. 

Hence, the development of human capital in organizations 

has received less attention. Therefore, this study 

concentrates on the theory and concept in leveraging 

knowledge management through three main determinants of 

knowledge creation, dissemination, and absorptive ability in 

strategic human resource management. The importance of 

individual knowledge workers has been developed into the 

current theory of knowledge management and is therefore 

the main focus in the present study. 

 

II. PROBLEM STATEMENT 

SMEs have a problem of attracting high calibre, talented 

and experienced employees. These knowledge based people 

tend to go to larger organizations because of higher salaries 

and incentives, greater benefits as well as bonuses. 

Furthermore, it is also a problem for SMEs to retain 

specialized employees because of limited opportunities for 

career progression, and the constant appeal of organizations, 

that can provide better prospects. SMEs are mostly seen by 

some employees as a stepping-stone to move to the establish 

organization. The departure of highly knowledgeable 

employees is a major threat to SMEs, unless that knowledge 

is captured, codified, and transferred throughout the 

organization [11]. With a view to the above matters, SMEs 

has their constraint upon unique knowledge transfer 

challenges. Some of the inhibitors to transfer of knowledge 

within the organization are management’s failure to signal 
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the importance of the business. It means that there is 

vagueness of the objective, the mission or the goal to be 

achieved. A lack of ownership for a business problem or 

improvement opportunity to be addressed among the 

employees also contributes to the failure in knowledge 

transfer. Besides that, lack of contact and information 

exchange has been due to over-reliance on transmitting 

explicit information rather than tacit information. Most of 

the researchers also reported that time limitation disabled 

the employees and managers to being accustomed to seeking 

or sharing knowledge [12]. 

To sum up, the transfer of knowledge to SMEs can be 

problematic in terms of the lack of absorptive capacity [13] 

failures of the knowledge creator to disseminate knowledge 

to the employees [14]. The shortcomings include that of 

weakness in knowledge capabilities and process practices in 

the organization [15]. Most SMEs adopt short-term 

unstructured ways towards the transfer of knowledge [16]. 

Keeping this in mind, the aim of this paper is to 

conceptualize the knowledge transfer theory within SMEs to 

identify gaps in the field of strategic human resource as well 

as to clarify how knowledge transfer practices are effective 

in areas where no further research is needed for the time 

being.  

 

III. LITERATURE REVIEW 

A. Theory of Knowledge Transfer 

In previous literature review of knowledge transfer 

theory, Nonaka Models of knowledge transfer are taken as a 

spiral process. It involves two types of knowledge known as 

tacit and explicit knowledge. In detail of this theory, there 

are four phases of categories which are socialization, 

externalization, internalization and combinations, all of 

which are involved actively in transfer the knowledge. Each 

phase of transfer operates differently. In Nonaka’s Model, it 

defines socialization as a primary process of individual 

through direct interaction between external and internal to 

the organization. It explains that interaction is by sharing the 

experience and results in acquiring skills and common 

mental models. In the second mode of phases, 

externalization occurs when individuals within a group 

communicate and interact face-to-face to share beliefs and 

learn how to better communicate their thinking, through 

instant feedback and the simultaneous exchange of ideas.  

Meanwhile, the combination is set aside by knowledge 

transfer among groups transversely in organizations through 

information technology. It is significant to transfer the 

explicit knowledge in documents, email, databases, as well 

as through meetings and briefings. Lastly, internalization 

involves the process of understanding and absorbing explicit 

knowledge into tacit knowledge to be practised in the actual 

situation, through the actual doing or through simulations. 

According to [17], the interactive is inclusive of transfer 

knowledge model which applies to the SME perspectives. 

For the study, the expert has developed and modified the 

theory from [18] and [19] who recently is actively 

conducting research in the theory of knowledge 

management. According to [18], the researcher develops 

three levels of involvement in the process of knowledge 

transfer which focus on the technology transfer that includes 

technology development, technology acceptance and 

technology application. In extension to [19], he had 

developed a model named as Contingent Effectiveness 

Model of Technology Transfer which basically depends on 

the (1) actors as the transfer agent, who generates and 

disseminates the knowledge, (2) transfer recipient, the 

individual or organization that tries to incorporate the 

knowledge into their own products and production processes 

and finally (3) transfer channel through which the results are 

disseminated and that includes that of economic 

environment in which the transfer takes place are important 

features of technology transfer model. 

 

 
Fig. 1. Incursive interactive knowledge transfer model. 

 

According to the finding by [17], the expert adopted the 

two theories and developed inclusive interactive knowledge 

transfer model as presented in Fig. 1 below. This model 

identifies three domains of knowledge transfer which 

consists of knowledge creation, knowledge taker and 

knowledge diffusion. In his literature review, [17] defines 

knowledge-creators as a person who is actively involved in 

the creation of knowledge. Meanwhile, knowledge 

disseminates to those who are actively involved in the 

dissemination process of knowledge and finally knowledge 

takers are those who accept and absorb the generated and 

disseminated knowledge. The relationship between 

knowledge creators, knowledge disseminators and 

knowledge takers are reflected in the procedural character of 

the three dimensions. The transfer model developed by [17] 

is significantly and widely being practised by most of the 

organizations and applicable to various industries that 

include small media entrepreneur through human resource 

management. The human resource management plays a vital 

role to ensure the effectiveness and the successful 

implementation of knowledge transfer towards their human 

capital in achieving the organizational goals.  

B. Strategic Human Resource Management and 

Knowledge Transfer 

In the fundamental nature of Human Resource 

Management (HRM), it is a systematic process of preparing 

competencies and knowledge human capital through 

selection and recruitment, human development, performance 

appraisal and other related processes. Furthermore, HRM is 

also defined as a particular set of practices potentially to 

improve the organizational performance [20]. According to 
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previous literature review, many researchers define the set 

of practices typically that includes teamwork, performance-

related pay; ability to making decisions comprehensive 

employee recruitment and selection procedures; limited 

status differences; extensive training; employee involvement 

and internal communication arrangements; internal career 

opportunities; and broadly defined job descriptions [21]-

[23]. 

Therefore, strategies of human resources are vital in 

planning and organizing human capital to sustain their 

human capital for the future and achieve the organization 

goal. To sum up the discussion, there are three conclusions 

made. Firstly, HRM usually puts emphasis on enhancing 

employee abilities or knowledge and skills through effective 

recruitment and strong training. Secondly, the HRM 

emphasises on motivating desired behaviour through strong 

incentives. Finally, best practice models promote 

opportunities for better trained and motivated workers to 

contribute to their knowledge and skills through work 

redesign and involvement of employee in the organization 

[24]. 

Based on the concept of human resource management, 

this study extends the practices of human resources in 

leveraging the knowledge transfer to produce the knowledge 

skill and human capital. In the literature review related to 

this study, many researchers claimed that human resources 

practices play an important role in facilitating employees’ 

absorption, transfer, sharing and creation of knowledge [25]. 

Previously, many researchers neglect to conduct research on 

the human capital issue [26]. The literature of knowledge 

transfer has made only partial and limited use of HRM 

concepts and frameworks [27]. However, there have been 

researchers who have started to explore the correlation of 

the knowledge transfer and human resource process 

critically, dependent on having suitably motivated people 

taking an active role in the process [28].  

Due to the significance of this wide study, most of the 

human resources manager's believe that the knowledge 

transfer study will contribute to retain and sustain the 

knowledge and skill of the human capital in the 

organization. Alternatively, knowledge transfer involves the 

personal nature of the tacit knowledge which requires 

willingness on the part of those workers who possess it to 

share and communicate it [29]-[31]. According to [32] it is 

also highlighted that the contribution of human resource 

practices to manage knowledge is determined by the 

employees’ unwillingness to share knowledge with others.  

To sum up this discussion [33] it has been supported that 

a HRM practice plays an important role in facilitating 

employees’ absorption, transfer, sharing and creation of 

knowledge. The researcher pinpoints the importance that 

HRM plays in identifying the practices of the tacit 

knowledge, the best practices of utilization involving 

negotiating with employees on selecting an appropriate 

knowledge transfer program, harnessing a know-how 

strategy, creating a supportive environment for knowledge 

transfer programs, enabling technologies for a knowledge 

transfer program and creating a team. According to [34], it 

has also been agreed that strategic human resource in 

compensation, training and performance management 

programs significantly affect employee motivational 

behaviours to participate in knowledge transfer activities.  

Similarly, [35] belief and support that HRM practices 

such as selection methods, compensation strategies and 

career systems seem to have an influence on maximizing the 

knowledge transfer towards human capital. According to 

[36], it adds to this discussion by finalizing that human 

beings are the critical knowledge creators and bearers. Great 

care has to be taken to increase human capability and 

organizational performance. This requires creating 

knowledge enhancers and significant result through the 

rigorous and strategic management of people toward 

effective leveraging knowledge transfer process. 

 

IV. CONCEPTUAL FRAMEWORK 

Consequently, in this study the determinants of 

knowledge transfer influence the practices of human 

resources management to understand how the knowledge 

transfer role are being practised in the human resources 

management in SMEs.  

Fig. 2 illustrates the conceptual framework which has 

been adapted from the study of a future for human resources 

a specialized Role in Knowledge Management [37]. The 

proposed concepts involved the human resources process 

and knowledge transfer model for best practices in the 

organization. The human resources practice involves can be 

summed up to the recruitment and selection (R&S), human 

resources development (HRD), succession planning (SP) 

and performance appraisal (PA). In other perspectives the 

determinants of the knowledge transfer model consist of 

knowledge taker, knowledge creation and knowledge 

dissemination which actively include knowledge 

capabilities, infrastructures and knowledge capabilities 

process. This knowledge transfer model has been explained 

by which five dimensions were selected to measure 

knowledge transfer process capabilities namely acquisition, 

conversion, application, protections and storing. Meanwhile, 

there are four dimensions selected to measure infrastructure 

which is a capability. These dimensions comprise 

technology, structure, culture and human resources [38]. 

Proposed Conceptual Framework: 

 

 
Fig. 2. The process involved between knowledge transfer and human 

resources process at small medium enterprises (SMEs). 

 

Based on the framework above, several hypotheses will 

be tested, as listed below: 

 

 H1: There is a significant relationship that exists 

between the human resources process and the degree 

of implementation of knowledge transfer taking place 

towards employees.  

 H2: Knowledge transfer is significantly being 

practised in the human resources process. 
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V. DISCUSSION AND RECOMMENDATION 

In the context of recruitment and selection, there is the 

process of finding, as well as selection of the right people 

with the right qualifications, skills, attitudes and traits to do 

a particular job [39]. Basically recruitment process would 

look for individual who are willing and able to help convert 

tacit into explicit knowledge. Implication to the process of 

knowledge transfer, competencies of employees to share 

knowledge, disseminate and usage of the knowledge is an 

important and integral principle to the recruitment process. 

In turn, with knowledge-committed employee, the 

recruitment functions actively recruit people who are 

committed to the principle of sharing what they know, for 

the benefit of other individuals in the organization, and the 

organization itself. Different practices of performance 

appraisals indicate that it is purposely to determine on how 

well employees are doing their job, as well as establishing a 

plan for future performance improvement [39]. This 

involves the significance towards the knowledge transfer 

practices. A person’s contribution to the creation of a 

knowledge culture could also be appraised and rewards to be 

awarded to the employees for better incentives. To create an 

environment that encourages the generation of new ideas, 

sharing the idea, evaluate and disseminate the idea, 

managers should consider incentive pay for ideas generated, 

no layoffs for productivity improvements that follow from 

these new ideas and others related [40]. 

Besides that, training and development is a process to 

generate new ideas whereas employees need to be trained in 

problem solving, including an ability in critical thinking and 

to share knowledge in expressing idea through proper 

medium. In addition, the employees also need to be trained 

to evaluate the idea in prodding the decision-making skill 

and problem solving. It is also helpful that the employee 

disseminates and adopts new idea through active learning in 

organization to implement and practise the gained 

knowledge [40] Theoretically, it converts tacit into explicit 

knowledge; retain the tacit knowledge of those people about 

to leave the organization; use the available explicit 

knowledge in day-to-day processes and decision-making; 

and measure the achievement of the organization in 

converting, retaining and using existing as well as new 

knowledge [41]. Succession planning is the strategy to 

prepare the next employees to manage the organization. HR 

manager’s roles are to ensure that the organization’s future 

managers receive the necessary preparation to successfully 

fill potential vacancies [42]. In the knowledge organization, 

it is part of preparation in which the management is 

potential to develop positive attitudes that contribute their 

own knowledge and experiences with the organization as 

well as encouraging these attitudes and behaviours in others. 

Significant to the succession planning practices, the 

organization focuses on the continuous learning 

organization as the channel to implement the knowledge 

transfer.  

VI. CONCLUSION 

In conclusion, as much importance is on the theory, the 

knowledge transfer model comprises knowledge creator, 

knowledge dissemination and knowledge taker, are as 

important to practices in the human resources process. There 

are many issues and problems arising in retaining the 

knowledge based worker to sustain for the next development 

particularly in context of SMEs. There are many barriers 

and weaknesses in which the organization neglects to 

implement knowledge transfer. However, many researchers 

agree that implementation of knowledge transfer in the 

organization will improve the organizational and individual 

performance and will directly encourage the innovative and 

creativity among the employees in the organization. Many 

of them believe that the contents of knowledge to be created, 

shared and used among the employees are to sustain human 

capital development. 

In order to strategise best practices and effective human 

resource management, knowledge transfer is the key 

element to be considered by concentrating to analyse the 

infrastructures and processes involved in transfer of 

knowledge. The knowledge infrastructures include the 

organization structure, technology use and culture play vital 

roles to ensure the process of knowledge transfer towards 

the employees are well effective. Nevertheless, knowledge 

process such as acquisitions, conversions, application and 

protection perceived as the systematic process guide the 

organization to implement the transfer of knowledge 

through human resources process. The theory of knowledge 

transfer cannot afford to ignore the value that can be gained 

from the context of human resources practitioners.  

Given the fact that knowledge transfer is the linkage of 

retaining and skills upgrading of human talent, it is vital to 

implement knowledge transfer for many reasons. It 

contributes towards the issues of employee recruitment, 

training and development, succession planning, and 

performance appraisal. This is turn influences how the 

organizations develop and practise knowledge transfer basis. 

This indirectly influences strategies to retain human talent. 

Implementation of knowledge transfer might change the 

individual and organization capability with competitive 

advantages to compete with other businesses. It is also 

indicated in the small medium enterprises industry to be the 

main contributor to the business sector services and 

economic development.  
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