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Abstract: 
Most of the studies carried out on identification of barriers to knowledge sharing have focused on 
developing and developed countries. The purpose of this study was to explore the barrier factors 
inhibiting knowledge sharing in small- and medium-sized enterprises (SMEs) in transition economies 
that have different social, cultural, and economic conditions as compared to other developing and 
developed countries. A survey was conducted among 118 respondents working in 20 medium-sized 
enterprises representing the major sectors of economic activity in Albania, which was the last country 
in Europe to join the list of transition economies. This study identified the major barriers to knowledge 
sharing in SMEs in Albania, namely, cultural issues, motivational issues, lack of human resources, 
lack of technological resources, and lack of benefits as some of the key barrier factors. The 
identification of barrier factors would assist SMEs in transition economies in designing knowledge 
sharing activities and ensuring that these barrier factors are addressed in future knowledge 
management programs. This study is limited by the complexity involved in identification of factors 
constituting national cultural profiles because each country is likely to have a unique national cultural 
fingerprint. SMEs form a significant portion of economic activity in Albania, this study is one of the few 
studies carried out in Albania. This study will also help SMEs in other transition economies in Europe, 
particularly in the Balkans and Eastern Europe which have similar cultural and social conditions. The 
findings of this study will help SMEs to identify shortcomings and problems in existing knowledge 
sharing and management activities and also identify mechanisms to address these shortcomings. 
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1. INTRODUCTION 
 
Levy, Loebbecke, and Powell (2003) state that while medium-sized enterprises are identified and 
recognized as knowledge generators, they are unfortunately poor at leveraging and exploiting their 
knowledge resources. Several studies have investigated the potential barriers to knowledge-sharing in 
different situations, including virtual teams (Rosen, Furst, & Blackburn, 2007), virtual communities of 
practice (Usoro, Sharratt, Tsui, & Shekhar, 2007), and public universities (Zawawi et al., 2011). 
Several researchers have also explored the barriers in knowledge sharing from an intercultural 
perspective (Ines, 2011). However, few studies have explored the barriers to knowledge sharing in 
medium-sized enterprises, especially in circumstances typical to transition economies. Transition 
economies, especially in Eastern Europe, such as Albania have different political, economic, and 
cultural characteristics as compared to other emerging economies. 
 
2. LITERATURE REVIEW 

 
2.1. Transition Economies 

 
De Arriba Bueno (2010) defines transition as the time between end of central planning and 
implementation of market economy. Transition economies include all the countries, mainly in Europe, 
that moved from a Soviet-style centrally planned system to a free market system(Svejnar, 2002).   The 
transition economies in Central European countries, namely, Czech Republic, Hungary, Poland, 
Slovakia, and Slovenia.  The transition started in Central Europe and spread quickly to South-Eastern 
Europe. The transition economies in South-Eastern Europe include Albania, Romania, and Bulgaria 
apart from the former Yugoslavian republics, including Croatia, Serbia, Montenegro, Bosnia-
Herzegovina and Former Yugoslavian Republic of Macedonia (FYROM). Russia and the other 
countries in the Commonwealth of Independent States (CIS) also come under the category of 
transition economies. Albania was the last country in this group to move from centrally planned system 
to a free market system.  
 
Transition economies have also witnessed a significant increase in the share of self-employment and 
entrepreneurial incomes because of elimination of legal restrictions on private ownership and activities 
(Barlow, Grimalda, & Meschi, 2009). These changes in economic and legal conditions provided 
favorable conditions for growth of medium-sized businesses in these transition economies. However, 
the transition has been different in the transition economies in Central European countries as 
compared to the transition economies in Eastern Europe and the Balkans, in particular. De Arriba 
Bueno (2010) states that one of the reasons for this difference is the lack of adequate commitment on 
the part of European Union which has maintained asymmetrical relations with different countries in the 
Balkans and has shown less interest in the transition economies in the Balkans. Transitions in Balkans 
were also hampered by economic and political crises in the former Yugoslav republics (De Arriba 
Bueno, 2010). 
 
Most of the post-communist transition economies, especially in Eastern Europe have struggled to 
establish and develop institutional frameworks required for business development (Xheneti & Bartlett, 
2012). One of the reasons for this struggle is the lack properly planned transition policies along with 
inefficient bureaucracy and high levels of corruption in these countries. 
 

2.2. Albania 
 
Albania had one the most isolationist and repressive communist dictatorship in Europe and was the 
last country in Europe to move from centralized system to a free market economy (Ballhysa & 
Vajjhala, 2009; Devlin & Godfrey, 2004; Vajjhala, Raju, & Rawat, 2010). The transition process was 
initially smooth but was marred by political and economic crises in the late 90s (Jarvis, 2000; Vajjhala 
& Rojba, 2011). The transition process was not quite smooth for several countries in Europe, including 
Albania, because of the drastic elimination of existing institutions and the rapid constructor of a market 
economy (De Arriba Bueno, 2010). Devlin and Godfrey (2004) compare Albania to North Korea by 
equating the repression and similarities in the Marxist-Leninist regimes in these two countries. The 
communist regime governed Albania for more than four decades. Albania was occupied by the 
Ottoman Turks for more around five centuries until the First World War. Albania's transition from 
communism towards free-market system has been quite difficult and characterized by several crises, 
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such as the fraudulent financial pyramid schemes in late nineties, and the Kosovo war (Xheneti & 
Bartlett, 2012). Tahiti and Shahini (2012) identified some of the key challenges for transition reforms in 
Albania, including weak institutional and law enforcement capacity, shortcomings in judiciary, 
inadequate infrastructure, and significant poverty levels as compared to other European countries.  
However, in the last one decade Albania has improved shown consistent development through 
reforms focused on privatization, liberalization, and improvement in law enforcement. According to 
Tahiti and Shahini (2010), Albania has maintained macroeconomic stability in the last decade 
supported by steady growth rate and relatively low inflation rate as compared to other transition 
economies in Eastern Europe.  Albania's transition is also impacted by significant levels of corruption. 
The private sector accounts for more than 80% of GDP with SMEs comprising more than 95% of 
Albanian business (Xheneti, & Bartlett, 2012). 
 

2.3. SMEs in Transition Economies 
 
The quantitative standards used by European Union to define medium-sized enterprises include 
workforce of 50-249 employees turnover of under 50 million euro, and total assets under 43 million 
euros (Ciambotti, Demartini, & Palazzi, 2012). Small- and medium-sized enterprises form over 99 
percent of all enterprises in European Union (Mateev & Anastasov, 2010). Ciambotti et al. (2012) also 
state that medium-sized businesses are increasingly acquiring more importance in European context 
as compared small and large-sized enterprises. According to Kruja (2013), SMEs are the main source 
of employment generation, innovation, productivity, and growth in transition economies, such as 
Albania. Medium-sized enterprises not only promote employment opportunities in transition economies 
but also essential in promoting economic growth, especially in the current context of global economic 
crisis and economic slowdown in Europe. Medium-sized enterprises are also identified as a major 
source of innovation (Edvardsson, 2006). 
 
Medium-sized enterprises can deal with economic uncertainty in a much better way as compared to 
large enterprises because of the differences in environment, structure, and decision-making process 
that allows medium-sized enterprises to deal flexibly and reorient quickly in such situations (Mateev & 
Anastasov, 2010).  SMEs are a key source of employment generation in transition economies, such as 
Albania because of their size and adaptability and also constitute a significant portion of private 
businesses (Tahiti & Shahini, 2012). Kruja (2013) identified the key weaknesses in the SME sector in 
transition economies, such as Albania, including limited access to finance, lack of skilled and qualified 
manpower, and absence of economies of scale. The flat and free-floating structure of medium-sized 
firms encourages entrepreneurship and innovation (Edvardsson, 2006). Small- and medium-sized 
enterprises are also plagued by high failure rate with failure rates being six times higher as compared 
to larger enterprises (Ciambotti et al., 2012).  
 

2.4. Benefits of Knowledge Sharing to SMEs 
 
Knowledge is into two components, namely, tacit and explicit knowledge (Polanyi, 1966). Several 
frameworks described the interrelationship between these components, including Nonaka and 
Takeuchi (1995) in their Socialization-Externalization-Combination-Internalization (SECI) model and 
Deng-Neng, Ting-Peng, and Binshan (2010) in their Distribution-Interaction-Competition-Evolution 
(DICE) model.  Rivera-Vazquez, Ortiz-Fournier, and Flores (2009) define knowledge sharing as the 
process of mutually exchanging tacit and explicit knowledge with the intention of creating new 
knowledge. Knowledge sharing and management can have several benefits for medium-sized 
enterprises, including improved human resources, direct market effects, and optimal use of intellectual 
capital of the firms (Edvardsson, 2006). Knowledge sharing can also assist SMEs in developing a 
sustainable competitive advantage by enhancing innovation and productivity in the firms (Vajjhala & 
Rojba, 2012).  
 
 

2.5. Barriers to Knowledge Sharing 
 
Several studies have identified cultural barriers as one of the key factors influencing the successful 
implementation of knowledge sharing activities in a firm (Rivera-Vazquez et al., 2009).  Rivera-
Vazquez et al. (2009) classify cultural barriers into two levels, namely, barriers at macro-level based 
on Hofstede's national cultural dimensions, and barriers at micro-level related to organizational culture 
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as shaped by the national culture of employees working in the organization. Several studies have 
been conducted in the past to identify the key characteristics and attributes of national cultures, the 
most popularly cited studies include the works of Hofstede (1984), Trompenaars and Woolliams 
(2003), and the GLOBE study(Ghosh, 2011; Javidan, Dorfman, De Luque, & House, 2006). Hofstede 
(1984) in his study had identified our values that distinguished countries from each other, namely, 
power distance, individualism versus collectivism, masculinity versus feminity, and uncertainty 
avoidance. Later Hofstede other dimensions, namely, long-term orientation and indulgence versus 
restraint (Hofstede, 1991; Strang, 2009). In the context of the conditions typical to transition 
economies, the influence of social factors such as level of trust among employees and feeling of 
insecurity could influence the perceptions of knowledge sharing in SMEs. For instance, after four 
decades of harsh communism in countries, such as Albania, the cultural fabric is influenced by fear 
and lack of trust in sharing knowledge openly with other members of the society. Trust is a key factor 
influencing the successful implementation of knowledge sharing activities in a firm (Casimir, Lee, & 
Loon, 2012; Farris, Senner, & Butterfield, 1973; McNeish & Mann, 2010). Hence, lack of trust is a 
significant barrier to knowledge sharing in firms. 
 
Zawawi et al. (2011) in their study of barrier factors influencing knowledge sharing in public 
organizations classify the barrier factors into three categories, namely, individual factors, technological 
factors, and organizational factors. Individual barriers are factors related to the internal being of the 
individual, such as beliefs and perceptions (Zawawi et al., 2011). These could be linked directly or 
indirectly to external factors, such as the influence of national culture on the perceptions and beliefs of 
the individual. Organizational factors include the influence of the organizational culture, lack of proper 
integration between knowledge management activities and long-term goals as well as objectives of the 
company, lack of proper leadership, and lack of appropriate rewards in the organization (Zawawi et al., 
2011). Technical factors include the unavailability of the required technological resources, including 
software and hardware to assist in implementation of knowledge management activities (Zawawi et al., 
2011). 
 
 Edvardsson (2006) identified the treatment of knowledge sharing and management at an operational 
level rather than at a strategic level as one of the key barriers for implementation of knowledge sharing 
and management at medium-sized enterprises. Mateev and Anastasov (2010) suggest that a key 
reason for low usage of information systems in medium-sized enterprises is competitiveness because 
these firms are driven primarily by customer needs and high market uncertainty. As a result medium-
sized firms tend to hesitate in knowledge sharing and management systems which are likely to deliver 
results in the long-term rather than in the short-term. According to Edvardsson (2006), medium-sized 
firms focus on short-term unstructured ways towards knowledge sharing as compared to strategic 
learning and knowledge orientation. Edvardsson (2006) further emphasizes that firms can only create 
value from the implementation of knowledge management activities only if they are implemented at a 
strategic level encompassing all aspects of the firm.  
 
3. METHODOLOGY 
 
A survey consisting of 20 questions was distributed among 118 participants from 20 medium-sized 
enterprises in Albania. Micro-sized and Small-sized firms were not chosen for this study because of 
the small number of employees working in the firms because of which formal knowledge sharing 
programs may not be necessary. Medium-sized employees with a larger number of employees make 
an ideal population for this study. Most of these medium-sized enterprises were chosen from the four 
dominant categories representing the economic activity in Albania, namely, construction, tourism, 
information and communication technology, and food processing (Vajjhala & Rojba, 2012). The 
remaining companies were chosen from other sectors. The details of percentage of medium-sized 
enterprises representing different industrial sectors of economic activity representing the sample of 20 
medium-sized enterprises are provided in Table 1.  
 
Table 1: Economic activity of the participating firms 
 
Sector of Economic Activity Representation - Number of Companies 

(%) 
Construction 30% 
Tourism 20% 
Information and Communication Technology 15% 
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5. CONCLUSIONS, LIMITATIONS AND DIRECTIONS FOR FUTURE 
RESEARCH 
 
The barriers faced by small- and medium-sized companies in transition economies are different from 
the barriers identified in other developing and developed countries. Cultural issues, especially, 
national culture plays an important role knowledge sharing in firms. Transition economies have typical 
and different social and cultural conditions, partly influenced by decades of harsh an repressive 
communism because of which the cultural conditions are different from those in other developing 
countries. Some of the transition economies with the harshest and repressive regimes face issues 
such as lack of trust that have significantly influenced the cultural fabric of the society in these 
transition economies. The organizational leadership in SMEs needs to facilitate the creation of an 
organizational culture immune from the influence of social factors such as lack of trust and insecurity. 
SMEs also need to focus on motivational issues and identify non-monetary mechanisms to motivate 
employees to actively participate in knowledge sharing activities in the firms. SMEs often face 
resource shortage, especially in human resources and technological resources. The organizational 
leadership of SMEs in transition economies can overcome the lack of resources by investing in its 
intellectual capital and recognizing the efforts of employees participating in knowledge sharing to 
foster the creation of an organizational culture that will promote the spirit of knowledge sharing in the 
firms. 
 
Although this study covered the major sectors of economic activity for medium-sized enterprises, 
some of the sectors were not represented. This study also covers only one transition economy and as 
demonstrated in the findings of the study, cultural issues are one of the most important barriers. Future 
studies need to investigate the individual factors representing the national culture and also investigate 
the influence, if any, of national culture on the organizational culture. Future studies could also 
investigate the extent of influence of national and organizational cultures on knowledge sharing in 
small- and medium-sized enterprises. A cultural profile of various transition economies needs to be 
prepared to better understand the influence of national culture on knowledge sharing activities. Future 
studies could also explore if any alternative approaches to knowledge sharing could be applied to 
address the barriers identified in this study. Future studies could also explore the solutions, if any, to 
address the barriers to knowledge sharing identified in this study. 
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