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1. INTRODUCTION  

The 20
th
 century witnessed the revival of Islamic finance as certain scholars once again felt the need for a system of 

banking and finance that would be free from interest. Such an expression of interest by the scholars was by no 

means a new thing; however, this time around, the huge windfall from oil revenues of newly rich GCC countries 

meant that now these scholars could be at the forefront of such a revolution (Ahmed, 2012; Mohammed et al., 

2014).  

 

Nowadays, it is becoming clearer that organizations require a much broader range of resources to be able to 

compete and succeed in the current competitive market. This is shown by an increasing number of organizations 

giving more emphasis to their intangible assets, which was mostly left idle, unexplored and unmanaged (Vorbeck et 

al., 2003). To compete and become successful in their own market, organizations must learn to manage their 

intangible asset, that is, their knowledge and practices which is generally known as knowledge management or 

sometimes is referred to as business intelligence. However, Islamic banking and finance services between the GCC 

countries and Malaysia have entered into an optimistic phase as mentioned by Ab Rahman et al. (2009); 

Abu-Hussin et al. (2011); Abu-Hussin (2010); Haider (2007); Elmabrok et al. (2017). With the growing demand for 

the Islamic financial services from investors, traders as well as consumers.  

 

As stated by Kim-Soon et al. (2016) there are now 5 Islamic banks subsidiaries from the GCC countries investment 

in Malaysia. This is due to its popularity of being the Islamic financial hub in the South East Asia. It is the main 
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target for GCC Islamic banks for providing Islamic finance services to the region. Knowledge transfer practically 

recognized with inbound and outbound flows which indicates knowledge moves or being transferred from 

headquarter to subsidiary (Abdullah et al., 2013). This research paper aims to investigate the role of knowledge 

transfer in the organisational distance between HQs of GCC Islamic banks and their subsidiaries in Malaysia.  

 

2. LITERATURE REVIEW 

Distance Organizational distance refers to differences between organizational units (headquarters and subsidiary, 

subsidiary and subsidiary) in terms of structures, processes and values. It attempts to capture, for example, issues 

like differences in approaches towards decision-making. Simonin (1999) defined organizational distance as it 

captures the degree of dissimilarity between the partners‟ business practices, institutional heritage, and 

organizational culture. Asakawa (1995) suggested that institutional isomorphism has a strong impact on the way 

local units approach and structure knowledge. With regard to knowledge transfer, it is assumed that organizational 

distance amplifies ambiguity. Thus, a large organizational distance may lead to a “lack of understanding of the 

logical linkages between marketing actions and outcomes, inputs and outputs, and causes and effects that 

characterize a broadly defined marketing-based competency and its transferability” (Simonin, 1999; Haiss and 

Schellander, 2010; Haas and Cummings, 2015; Leszczyńska and Pruchnicki, 2015; Li and Lee, 2015; Kostova et 

al., 2016; Gonzalez and Martins, 2017).  

 

According to Schlegelmilch and Chini (2003) “Distance” refers to the degree of disparity between the 

organizational units engaged in knowledge transfer. Darr and Kurtzberg (2000) emphasized that a context of 

understanding needs to be created in order to successfully transfer knowledge within a multinational. It can 

generally be assumed that a higher degree of similarity between the sending and receiving unit leads to a better 

understanding, less uncertainty problems and hence more efficient interaction and communication. Organizational 

distance particularly refers to the differences between organizational units in terms of structure, processes, business 

practices, and approaches towards decision-making and organizational culture (Elmabrok et al., 2017).  

 

It can generally be assumed that a higher degree of similarity between the sending and receiving unit leads to a 

better understanding, less uncertainty problems and hence more efficient interaction and communication. 

Organizational distance particularly refers to the differences between organizational units in terms of structure, 

processes, business practices, approaches towards decision-making and organizational culture.  

 

Cultural distance points to the degree to which norms and values of different company units vary because of their 

separate national characteristics (Haghirian, 2003). Cross-country differences can be reflected in human resource 

practices, organizational behavior (Ford and Chan, 2003) and leadership and distribution of power and authority 

(Kostova, 1999).  

 

Knowledge transfer between organizational units includes three main elements: information technology, human 
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resources and the knowledge within the organization itself embedded in policies, processes, goals and strategies 

(Lamb, 2001). To guarantee an effective knowledge transfer within the company network the transfer methods and 

practices need to be adjusted to the type of knowledge transferred and to contextual influences. While explicit 

knowledge can be shared and transferred through hard data, manuals, codified procedures or organizational 

principles, tacit knowledge or know-how can only be revealed through its application (Bonache and Brewster, 

2001). Transferring highly tacit knowledge in the form of expertise, skills or lessons learned from past success or 

failure (Kulkarni and Freeze, 2005) from one organizational unit to another can best be accomplished through 

human resource measures such as the use of expatriates and international assignments.  

 

Although many researchers have attempted to investigate the effect of HQ control on subsidiary performance, these 

efforts have yielded conflicting empirical results. Interestingly, even studies of foreign subsidiaries located in the 

same country have produced conflicting findings. However, not reveal much about the effect of the organizational 

distance between the HQ and the subsidiary (O'Brien, 2011).  

 

Accounting for the lack of research done in the field of knowledge transfer in international banking, the conceptual 

framework of Schlegelmilch and Chini, (2003) is modified in order to develop an explanatory model of knowledge 

transfer within multinational financial institutions.  

 

The basic model intends to explain what influences the effectiveness and benefit of knowledge transfer and how the 

actual process occurs. In order to allow for the particular situation of knowledge transfer within only the 

organizational distance four variables, namely structures, routines, decision-making and organizational culture, 

cited by Haiss and Schellander (2010).  

 

3. METHODOLOGY 

So as to address the main research objective of this research paper and to understand the socioeconomic phenomena 

of knowledge transfer in Islamic banking within its real life context, five in-depth case studies of GCC Islamic 

banks subsidiaries in Malaysia have been conducted. Allowing for the complexity of the research issue, exploring 

each case‟s knowledge transfer experiences made for organizational distance between HQs and their subsidiaries 

deepen the insight into the field of knowledge transfer in Islamic banking. The headquarters of these banks are 

located in Gulf Cooperation Council countries namely United Arab Emirates, State of Bahrain, Kingdom of Saudi 

Arabia, Sultanate of Oman, State of Qatar and the State of Kuwait. The bank‟s names are Al Rajhi bank, Kuwait 

Finance house, Asian Finance bank, Alkhair International Islamic bank and RUSD Investment bank. Firstly, the 

variables in this study were measured using survey questionnaire with 5 point Likert Scales of no or little extent to 

very great extent. The questionnaire was developed based on the scale used in previous related studies. To ensure 

the reliability of the questionnaire, the variables have a Cronbach Alpha value of more than 0.98 as shown in table 

1, which is very strong, where the minimum value required confirming the reliability of the survey questionnaire is 

above 0.7 stated by Cavana et al. (2001).  
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Table 1: Cronbach Alpha value for each used variable  

Test of items reliability (Organizational distance) 

No Variables 
Cronbach's 

Alpha 

1 Structure .973 

2 Routines and Practices .981 

3 Decision-Making .992 

4 Organizational culture .979 

 

The population of this study consists of the executives and managers working at the banks. Only experts were 

chosen because they are the one who usually communicate with the headquarters and involve in knowledge transfer 

activities. However, upon early screening, all 5 questionnaires are usable and therefore, the questionnaire return 

rate is 100%. For data analysis, this study chooses the statistical package for social science (SPSS) version 20.  

 

Thus, four variables are proposed: structures, routines, decision-making and organizational culture. Secondly, an 

interview protocol was prepared to investigate and verify the answers of the questionnaire. The interviews were 

conducted with the respondents who are the main executives or experts recommended by the top management in 

the GCC Islamic banks subsidiaries in Malaysia.  

 

4. RESULTS  

Structured questionnaire was important for the availability of data for making empirical analyses based on 

statistics. Then, a crucial strength of „face-to-face survey‟ was the possibility to provide better understanding on the 

questionnaire‟s answers through clarifications, detailed information, and examples provided by the respondents. 

Therefore, after presenting the questionnaire‟s results, it will be useful reviewing the most important findings from 

the 5 interviews with the respondents.  

 

Responses to the survey were obtained from 5 GCC Islamic banks subsidiaries in Malaysia. These banks have a 

number of branches operating in different states in Malaysia. The five questionnaires were sent to the main 

branches located in Kuala Lumpur. Descriptive data (mean values, standard deviation and the trends) on all 

variables are provided in Tables 2 to 5.  

 

According to Table 2, the questions given had a mean range at 2.80 which had a medium central tendency level for 

the influence of the structure in the organization. Therefore, according to Table 2 the results of the tenth test found 

that the average scale is 2.8 as a moderate extent based on Likert Scale.  
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Table 2: Levels of argument for the structure based on organisational distance between HQ and the subsidiary bank  

 

 

While, based on Table 3, the highest mean score was 2.80 and the lowest mean score was 2.40. The average mean 

score for the technological infrastructure influence was 3.73 which had a high level of central tendency towards the 

organizational distance influences. According to Table 3, the results of the eleventh test (Routines for the 

organizational distance), it is found that the average scale is 2.8 as a moderate extent based on Likert Scale.  

 

Table 3: Levels of argument for the routines based on organisational distance between HQ and the subsidiary bank 

 

 

Whereas, Table 4 shows that all the questions had the mean range between 2.80 and 3.00 which had a medium 

central tendency level for the decision-making influences. The highest mean score was 3.00 in the local 

organization "subsidiaries", there is high acceptance for reusing previously shared knowledge was the most 

important item for the decision-making. The average mean score for the decision-making influence was 2.86 which 

had a medium level of central tendency towards the organizational distance influences. According to Table 4, the 

results of the twelfth test (Decision-Making for the organizational distance), found that the average scale is 2.8 as a 

moderate extent based on Likert Scale. 
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Table 4: Levels of argument for the decision-making based on organisational distance between HQ and the 

subsidiary bank  

 

 

According to Table 5, there is only one question of the organizational culture had a low level of central tendency at 

the mean score of 2.20 which is the culture of the organization. While, the highest level of central tendency was 

3.00 where the organizational distance has a great impact on the relationship between development of Islamic 

banking knowledge transfer capabilities and the efficiency of Islamic banking knowledge transfer. The average 

mean score for the organizational culture influence was 2.66 which had a medium level of central tendency towards 

the organizational distance influences. Thus, based on Table 5, the results of the thirteenth test (Organizational 

culture for the organizational distance), found that the average scale is 2.6 as a moderate extent based on Likert 

Scale.  

Table 5: Levels of argument for the organizational culture based on organisational distance between HQ and the 

subsidiary bank  
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To the case studies of the organisational distance between HQ bank and its subsidiary bank, the questionnaire sent 

out to 5 GCC Islamic banking groups‟ subsidiaries in Malaysia helps answering the research questions and tests for 

the applied model of knowledge transfer. The survey discovers factors influencing the organisational distance of 

knowledge transfer in banking. (Haiss and Schellander, 2010) emphasize the complex requirements of empirical 

banks research and the lack of objective measures for studies of knowledge flows.  

 

This paper places an emphasis on a perceptional approach, i.e. the proposed variables of the model are measured 

via the indicated self-perception of subsidiary top managers and experts who participated in the research survey. 

The target population for the questionnaire consists of bank top management in Islamic subsidiary banks in 

Malaysia owned by GCC Islamic banks. Since the focus of the investigation lies on know-how transfer within the 

organisational distance, an important condition for the participation in the survey is that the subsidiaries have not 

been newly established. In total 5 questionnaires were answered. The questionnaire answers as appeared in the 

tables above.  

 

After highlighting the role of knowledge in international banking organisational distance, the first theory 

proposition is established refers to the competitive advantage in emerging market economies by foreign banks. 

Foreign banks are supposed to have advantages compared to their host country competitors. Results of the 

questionnaire for the first part of the survey questions ask about organisational distance for Islamic banking and 

financial knowledge flows between HQs of GCC Islamic banks and their subsidiaries in Malaysia. Respondents 

consider that a moderate extent level of organisational distance in knowledge transfer is operated in their 

subsidiaries. Respondents also indicated that in their subsidiaries, it is easy to justify the resources such as time and 

money that spent on assimilating the transferred knowledge and also expressed that, there is a high acceptance for 

reusing the previously shared knowledge with the HQs. In addition, these subsidiaries Islamic banks are seeking for 

external help and/or advice. Notably, there are adequate opportunities to transfer the required knowledge about the 

Islamic banking services that these subsidiaries provide for their customers but with less attention given by the 

HQs.  as illustrated the above tables.  

 

The described results from the interviews are present know-how transfer methods that have been developed over 

the ongoing expansion of the banks. The investigation have led to a major understanding about the organisational 

distance process which was not pursued with the same vigour as in other cases, perhaps because the headquarter 

managements were sensitive to the subsidiary employees, but the common systems and reporting standards were 

established in the organisational distance mechanisms identified in the worksheet. Interestingly enough, the four 

variables are existed and used. The names of the banks remain confidential due to data protection. Data for the case 

studies was collected via semi-structured interviews that were conducted with representatives of executives or a 

board member nominated by the main executive.  
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Table 6: Interviews profile  

No Banks Case Study Interviewees Case Study 

1 Bank A: One of the ranked GCC Islamic banking 

groups; established in Malaysia before 10 years.  

IA: The chief financial officer (CFO), 

chief financial and operating officer. 

2 Bank B: One of the top-ranked GCC Islamic banking 

groups; pursues an active expansion strategy in 

Malaysia before 12 years.  

IB: Head of products development 

department. 

3 Bank C: One of the top-ranked GCC Islamic banking 

groups; has started expansion in Malaysia before 12 

years.  

IC: Treasurer, senior vice president. 

4 Bank D: One of the best Islamic investment banks was 

established in Malaysia before 12 years.  

ID: A chief financial officer (CFO) the 

senior executive. 

5 Bank E: Top market player in its home country, as this 

large bank was established in Malaysia before 10 years.  

IE: Head of Shariah Division, 

coordinator for management of Bank 

and Bank‟s Shariah Board. 

 

To start with, interviewees were asked about similarities and differences on the organisational structure between 

their subsidiaries in the host country (Malaysia) and the HQs in the home country for facilitating knowledge 

transfer.  

 

Bank A is standing at a moderate extent level of differences in structure with the HQ bank according to the results 

of the survey questionnaire. In this regard IA said; as I mentioned earlier, we are a group of banks (Four subsidiaries 

in different countries) and we do not have branches under our Malaysian subsidiary, and there are conditions and 

requirements to facilitate and enhance the transfer of new knowledge among the group members, we have almost 

the same vision and the group subsidiaries are similar, but with slight difference in internal reporting structure and 

banking industry requirements, by virtue of the institutional environment. IA added; I think the role of 

organizational structure on banks decisions is far from being a settled issue, except for this purpose (Knowledge 

transfer) yes maybe. Thereafter, bank B is standing at a moderate extent level of differences in structure with the 

HQ bank according to the results of the survey questionnaire. IB explained; previously, we have announced 

specific changes in the structure of our Malaysian subsidiary that reflects the distinction between core banking and 

investment banking activities. The effort was part of the Group‟s overall strategy to restructure its business, further 

strengthen Bank B presence in the Asia Pacific region by focusing on investment banking and fee based income. 

Our subsidiary expects to create more synergy at the Group level as our Malaysian subsidiary serves as an 

important hub for the region. The appointments are in line with the approach being taken by the HQ, including at 

the holding company level in home country, to restructure and leverage on the distinction between fund based and 

fee based activities and its implications for sound organisational management and leadership whilst maintaining its 

core banking activities. Bank C is standing at a moderate extent level of differences in structure with the HQ bank 
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according to the results of the survey questionnaire. IC said; "Not much cooperation between the banks", the 

organizational context is not same because as I already mentioned, our subsidiary backed by a consortium of 

different shareholders from different GCC Islamic banks, but I will compare to the bank of (66.67%). So, the 

organizational context is not same and in this regard I think the need to set adequate incentive mechanisms and an 

appropriate organizational structure in order to encourage knowledge outflow is pertinent. Then, Bank D is 

standing at a moderate extent level of differences in structure with the HQ bank according to the results of the 

survey questionnaire. ID told; our subsidiary is similar to our HQ but it is shaped by differences in organizational 

structure across local competing Islamic banks, and it is centralized, but we have a high level system, and it is as a 

technology-based infrastructure that acts as a conduit for facilitating transactions, sharing knowledge with our HQ, 

coordinating activities and establishing structures between the units. Correspondingly, Bank E is standing at a 

moderate extent level of differences in structure with the HQ bank according to the results of the survey 

questionnaire. IE stated that; the HQ has too complex and wide structure, and the coexistence of different 

technologies has a non-trivial effect on the structure of banking markets since the geographical reach of each 

organization not only is determined by its own choices, but as well by the choices made by the competing banks. In 

particular, it seems that a bank‟s geographical reach as well as its ability to transfer knowledge is positively related 

to the reach of the competitors operating in the Islamic market. 

 

Next, interviewees were asked to give opinions on the role of routine practices between their subsidiaries in 

Malaysia and the HQs in the home countries for facilitating knowledge transfer.  

 

First, Bank A is standing at a moderate extent level of routine practices between subsidiaries and their HQ banks 

according to the results of the survey questionnaire. In this regard IA mention; our subsidiary provides adequate 

details about performance measures to HQ on quarterly. For the internal daily routine practices, transferring and 

imitating of best practices or activity from one unit to another is valued and appreciated by management and 

employees. Bank B is standing at a great extent level of routine practices between subsidiaries and their HQ banks 

according to the results of the survey questionnaire. IB expressed; we have been largely neglected by HQ, but 

recently they are developing their routines and capabilities. Inside our subsidiary we do give attentions to justify the 

resources to assimilate any new transferred knowledge. On the other hand, Bank C is standing at no or little extent 

level of routine practices between subsidiaries and their HQ banks according to the results of the survey 

questionnaire. IC aggrievedly stated; "Except for monthly financial performance no other performance 

measurements are collected". However, our internal strategy is also concerned with leveraging existing routines 

and capabilities and deploying the new updates in different contexts in order to maximize our performance. While, 

Bank D is standing at some extent level of routine practices between subsidiaries and their HQ banks according to 

the results of the survey questionnaire. ID told that; there are existing routines of sharing knowledge in all aspects, 

especially in Islamic banking products and services. Then, Bank E is standing at a great extent level of routine 

practices between subsidiaries and their HQ banks according to the results of the survey questionnaire. IE stated 

that; the routines and practices inside our subsidiary are highly accomplished. IE added that; difficulties of 
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transferring a new knowledge can be accentuated through the inter-organizational relationship. 

 

Next, interviewees were asked for their opinions toward decision making between their GCC Islamic banks' 

subsidiaries in Malaysia and their HQs in the home countries for facilitating knowledge transfer.  

 

Bank A is standing at a moderate extent level of decision making between subsidiaries and their HQ banks based on 

the results of the survey questionnaire. IA only replied; "Quite autonomous". Meanwhile, Bank B is standing at a 

same level with Bank A which is moderate extent level of decision making between subsidiaries and their HQ 

banks and that is based on the results of the survey questionnaire. IB stated; in regards to the decision making, 

routines, best practices and capabilities are necessary to make good performance, which is totally depend on our 

team management here in the subsidiary, and our management believes that knowledge plays an important role in 

the organization's success. On the contrary, Bank C is standing at some extent level of decision making between the 

subsidiary and HQ bank based on the results of the survey questionnaire. IC stated;"Minimum sharing of internal 

information". Similarly, Bank D is standing at some extent level of decision making between the subsidiary and HQ 

bank based on the results of the survey questionnaire. ID said; “We typically have a full authority to make 

decisions, because we have specialised expertise to make an informed decision on any complex issue”.  Then, Bank 

E is standing at moderate extent level of decision making between the subsidiary and HQ bank based on the results 

of the survey questionnaire. IE stated; in this regard, the HQ only cares about the achievement of financial goals, 

and that is why we focus on expertise in risk management in all aspects. 

 

Next, interviewees were asked for their opinions toward the organisational culture between their GCC Islamic 

banks' subsidiaries in Malaysia and their HQs in GCC countries for facilitating knowledge transfer. In fact, Bank A 

is standing at moderate extent level of organisational culture between the subsidiary and HQ bank based on the 

results of the survey questionnaire. IA said; "Adequately applied". The group has a high degree of similarity 

between the values and goals of the members, in addition to the integration and the strategies. We frequently 

exchange of information within the group. However, we use e-mail also to communicate sometimes. I can say the 

managers need to know which communication technology is appropriate for intraorganizational and 

interorganizational uses. While, Bank B is standing at moderate extent level of organisational culture between the 

subsidiary and HQ bank based on the results of the survey questionnaire. IB said; "organisational culture, structure 

and technology are important to enable efficient transferring of knowledge, and that is the main challenges to HQ if 

they want to implement". The ability we have to receive is not as same as the ability they have to send, and that is 

why we are working individually especially in terms of developing Islamic banking products, but if comparing with 

other subsidiaries the situation is different. In the case of Bank C some extent level of organisational culture 

between the subsidiary and HQ bank resulted from the survey questionnaire. IC only said; “Minimum transfer of 

knowledge”. Likewise, Bank D some extent level of organisational culture between the subsidiary and HQ bank 

resulted from the survey questionnaire.  
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Table 7: Opinions of respondent banks toward the organisational distance between HQ bank and its subsidiary bank 

 Opinion Deduction Concluding 

Remarks 

S
tr

u
ct

u
re

 

Bank A The group subsidiaries are 

similar.  

i. GCC Islamic banks 

HQs and their 

subsidiaries in 

Malaysia are rather 

similar in their 

structures.  

i. Intra-organizati

onal helps 

subsidiaries to 

enhance 

internal control 

capabilities, 

strengthen 

cooperation 

performance 

between the 

departments, 

and improve 

capacity of the 

system and 

development. 

ii. Inter-organizati

onal does not 

help 

subsidiaries to 

adapt the 

external 

environment 

and to improve 

the ability to 

work with HQs 

for cooperation 

and information 

sharing. 

iii. Inter‐
organizational 

knowledge 

transfer is more 

complex 

compared to 

intra-organizati

onal knowledge 

transfer.  

Bank B Specific changes have been made 

on the structure.  

Bank C Not much cooperation between 

the banks.  

Bank D It is centralized, but with a high 

level system.  

Bank E HQ has too complex and wide 

structure 

R
o

u
ti

n
es

 

Bank A Provides performance measures 

on quarterly.  

i. Routines still 

largely reside in the 

tacit knowledge of 

the subsidiaries' 

managers / 

employees, making 

an explanation of its 

success 

challenging.  

Bank B Subsidiary has been largely 

neglected by the HQ.  

Bank C Except for monthly financial 

performance.  

Bank D Existing routines of sharing 

knowledge are in all aspects.  

Bank E Difficulties of KT can be 

accentuated through the 

inter-organizational relationship.  

D
ec

is
io

n
-m

a
k

in
g

 

Bank A Quite autonomous.  i. Subsidiaries are 

autonomous, and 

most of the 

decisions are made 

based on financial 

objectives and 

business plans, 

others are being 

shared relatively.  

Bank B Totally depends on the subsidiary 

management.  

Bank C Minimum sharing of internal 

information.  

Bank D A full authority to make 

decisions.  

Bank E HQ cares about financial 

performance only.  

O
rg

a
n

is
a

ti
o

n
a

l 
c
u

lt
u

re
 Bank A Adequately applied i. There is a 

difference in the 

levels of support 

and encouragement 

of the exchange of 

resources among 

employees. 

 

 

 

Bank B One of the main challenges for 

HQ to implement.  

Bank C Minimum transfer of knowledge.  

Bank D Employees have a set of common 

values, beliefs and perceptions.  

Bank E Similar in terms of Shariah 

committees only.  

 

But ID said; “There is a mutual trust prevails among employees, HQ fulfill their promises (in terms of work), we 

have a common vision for the bank, and the most important thing is that employees have a set of common values, 

beliefs and perceptions about the work.” In actual fact, Bank E is standing at moderate extent level of organisational 

culture between the subsidiary and HQ bank based on the results of the survey questionnaire. IE explained; "We are 

similar only in terms of Shariah committee". Other departments/divisions, activities, technologies and routines of 

process etc, are all different. One time, when they attended to share some members communicate in personal 

conversations, by circulating working papers and pre-prints, via telephone conversations, and, up to date also by 

fax and email messages, but not in all cases. Based on Table 7, the respondents' opinions toward the organisational 
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distance summarises that the GCC Islamic banks' subsidiaries in Malaysia have the prevailing organizational 

distance encourages and supports the exchange of resources among intra-organizational units engaged in Islamic 

banking and financial knowledge transfer at a moderate extent level. 

 

5. DISCUSSION  

This research paper started with a review of the conceptual and the empirical studies that have contributed to the 

understanding of the organisational distance for knowledge transfer. Accordingly, the review of the relevant 

literature showed that organisational distance has been included as dependent variable in many empirical studies of 

knowledge transfer process, in line with (Darr and Kurtzberg, 2000; Chini, 2004).  

 

According to Schlegelmilch and Chini (2003), organisational distance refers to differences between organisational 

units (headquarter and subsidiary, subsidiary and subsidiary) in terms of structures, processes and values. It 

attempts to capture issues like differences in approaches towards decision-making. Simonin (1999) defines 

organisational distance as it captures the degree of dissimilarity between partners‟ business practices, institutional 

heritage, and organisational culture.  

 

On the other hand, Asakawa (1995) suggested that institutional isomorphism has a strong impact on local units‟ 

approaches and structure knowledge. Together with Darr and Kurtzberg (2000), Schlegelmilch and Chini (2003), 

Chini (2004), Chini and Ambos (2005), Haiss and Schellander (2010), Haas and Cummings (2015) and Kostova et 

al. (2016), they emphasised that a context of understanding needs to be created in order to successfully transfer 

knowledge within a multinational company. It can generally be assumed that a higher degree of similarity between 

the sending and receiving unit leads to a better understanding, less uncertainty and hence more efficient interaction 

and communication. Organisational distance refers to the differences between organisational units in terms of 

structure, processes, business practices, and approaches towards decision-making and organisational culture.  

 

Consequently, the current research study has investigated organisational distance and found that the lower the 

organisational distance in terms of differences in structure, routines, decision-making and the culture of the 

organisation, the higher the Islamic banking and financial knowledge transfer performance in terms of perceived 

benefit and improvements in the case of the five GCC Islamic banks' subsidiaries in Malaysia. This is in line with 

the findings by Schlegelmilch and Chini (2003). 

 

6. CONCLUSION  

Through the discussions on this research paper, it is easy to be observed the importance of knowledge transfer at 

international financial institutions. Since often is identified constraints mainly due the organisational distance, 

competition for resources or ability to engage and cultural barriers. It‟s important to point out strategies and 

mechanisms that can be used by MNC‟s to improve their knowledge transfer capabilities between headquarters and 

subsidiaries.  
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This paper contributes to the growing literature on the integration for knowledge transfer and management in GCC 

Islamic banks subsidiaries in Malaysia. This research paper mainly focused on studying the inter-organisational 

system between the GCC Islamic banks and their respective subsidiaries in Malaysia to investigate how these 

organisations transfer knowledge among banking groups. However, this study also attempted to investigate the 

intra-organisational system by asking the respondents few questions regarding the way they share and transfer the 

Islamic banking knowledge between these subsidiary bank units and their branches in Malaysia. It was found that 

the intra-organisational system helps the GCC Islamic bank subsidiaries in Malaysia to enhance internal control 

capabilities, strengthen cooperation performance between the units, and improve the capacity of the system and 

development. Nevertheless, the inter-organisational system does not help these bank subsidiaries to adapt to the 

external environment and to improve the ability to work with their HQs for cooperation and information sharing 

because there is a difference in the banking technology between the GCC Islamic bank HQs and their subsidiary 

banks in Malaysia. The structures and routines are not the same, the size of the bank is different, the subsidiaries are 

autonomous, and most of the decisions are made based on financial objectives and business plans, others are being 

shared relatively. Furthermore, there is a difference in the levels of support and encouragement of the exchange of 

resources among employees according to the different organisational culture.  
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