L earning and knowledge acquisition through inter national strategic alliances
Inkpen, Andrew C

The Academy of Management Executive; Nov 1998; 12, 4; ProQuest Central

pg. 69

¢ Academy of Management Executive, 1998, Vol. 12, No. 4

........................................................................................................................................................................

Learning and knowledge
acquisition through
international strategic
alliances

Andrew C. Inkpen

Executive Overview

Global competition is forcing firms to rethink the question of how new organizational
knowledge is acquired. New knowledge provides the foundation for new skills, which in
turn can lead to competitive success. However, few firms systematically manage the
process of knowledge acquisition. This paper explores international strategic alliances
and their potential for learning and knowledge acquisition. In bringing together firms
with different skills, knowledge bases, and organizational cultures, alliances create
unique learning opportunities for the partner firms. Based on the assumption that
organizational learning is both a function of access to new knowledge and the
capabilities for using and building on such knowledge, the paper focuses on alliance
knowledge accessibility and firm learning effectiveness.

........................................................................................................................................................................

Understanding Knowledge

The acquisition of new organizational knowledge
is increasingly becoming a managerial priority. As
the global competitive environment continues to
intensity, this priority takes on new significance.
New knowledge provides the basis for organiza-
tional renewal and sustainable competitive ad-
vantage. In various studies, knowledge acquisition
has been linked with operational performance as
well as with the performance of specific organiza-
tion tasks.! Sirategic management researchers
have begun to identify knowledge as the key re-
source that managers need to appreciate and un-
derstand if they are to create sustainable compet-
itive advantages.? Understanding knowledge
means an appreciation for the complexities of ac-
quiring, transferring, and integrating knowledge
in a learning environment. In the global arena, the
complexities increase in scope as multinational
firms grapple with cross-border knowledge trans-
fers and the challenge of renewing organizational
skills in various diverse settings.

With a focus on the process of knowledge acqui-
sition, this paper examines learning through stra-
tegic alliances, relatively enduring interfirm coop-
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erative arrangements that utilizes resources
and/or governance structures from autonomous or-
ganizations. Alliances are generally formed for the
joint accomplishment of individual firm goals
linked to the strategic mission of each partner
firm.? Strategic alliances can have a variety of
organizational arrangements, such as joint ven-
tures (JVs), licensing agreements, distribution and
supply agreements, research and development
partnerships, and technical exchanges. Broadly,
the governance structures of the various forms can
be differentiated as either equity alliances or non-
equity alliances. Equity alliances involve the
transfer or creation of equity ownership either
through direct investment or the creation of an
equity JV. Non-equity alliances do not involve any
transfer of equity nor do they usually entail the
creation of a new organization.

In bringing together firms with different skills
and knowledge bases, alliances create unique
learning opportunities for the partner firms. By def-
inition, alliances involve a sharing of resources. In
some cases, the shared resources are strictly finan-
cial, limiting partner learning opportunities.t Of
primary interest in this paper are alliances in
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which firms gain access to the skills and knowl-
edge of their partners. This access can be a pow-
erful source of new knowledge that, in most cases,
would not have been possible without the formal
structure of an alliance. Partner firms that use this
access as the basis for learning have the opportu-
nity to acquire knowledge that can be used to
enhance partner strategy and operations.

Despite the logical notion that alliances create
learning opportunities, and although organiza-
tions often talk in glowing terms about their alli-
ances’ learning potential, my research suggests
that learning through alliances is a difficult, frus-
trating, and often misunderstood process.> More
significantly, I would argue that creating a suc-
cessful alliance learning environment is the ex-
ception rather than the rule. Consider the follow-
ing case of a 50-50 equity JV between Hito, a
Japanese firm and Alpha, an American firm.®

For several reasons, this alliance created a high
potential learning situation. Alpha had the oppor-
tunity to acquire knowledge directly associated
with Hito's technological and strategic capabili-
ties. The venture manufacturing plant was estab-
lished in vacant space in an existing Alpha plant
near Alpha headquarters. Alpha managers could
easily visit and interact with alliance managers.
The plant was designed as closely as possible to
be a replica of a Japanese plant, largely to satisfy
a major Japanese customer. This provided Alpha
the opportunity to gain firsthand knowledge of Jap-
anese manufacturing processes. Hito was willing
to share its technology with Alpha. Because the JV
products were functionally similar to Alpha prod-
ucts, Alpha managers were familiar with the tech-
nology used in the JV. The JV was achieving
greater productivity and lower defect rates than
Alpha. By its fourth year of operation the JV had
become one of its primary Japanese customer's
most reliable suppliers, indicating that the venture
was producing very high quality products. Finally,
Alpha worked closely with the JV as an intermedi-
ate processor, allowing for interaction between
parent and JV manufacturing personnel.

Alpha management indicated that a primary ob-
jective was to learn from the JV in the areas of
manufacturing and customer service. Despite this
initial learning intent and the high learning poten-
tial, over three years of observation, I saw little in
the way of learning systems being implemented and
according to senior Alpha managers, the learning
experience was less than satisfactory. In fact, Al-
pha's manufacturing vice president dismissed the
learning opportunity and commented: “What the JV
does would never work in our company.” Alpha man-
agement saw the JV as an autonomous subsidiary
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rather than a closely related division. There were
few interactions between the JV and Alpha at the
managerial level and top management at Alpha
seemed unwilling to initiate learning etforts. For ex-
ample, Hito offered to share some proprietary pro-
cess technology with its American partner at no cost.
The American firm was not interested, or at least
made no effort to acquire the technology.

The Alpha-Hito example is not an isolated case.
In many other alliances I have studied, firms have
been unable to exploit alliance learning opportu-
nities. There are various explanations for the fail-
ure to learn: the alliance knowledge was underval-
ued; the necessary knowledge “connections” were
not put into place; the nature of the knowledge
itself made learning difficult; the parent corporate
culture did not support learning. The primary ob-
jective in this paper is to examine alliance learn-
ing in order to understand the conditions that sup-
port effective learning. I focus primarily on
alliance forms that combine resources from more
than one organization to create a new organiza-
tional entity (the “child”) distinct from its parents.
In the majority of cases, this form of alliance will
be an equity JV. Focusing on this type of alliance
allows for a clear delineation of the partner rela-
tionship and the nature of alliance knowledge. As
well, research has shown that equity JVs are more
effective for the acquisition of knowledge associ-
ated with partner capabilities than contract-based
alliances such as licensing.” I also focus on inter-
national strategic alliances, defined as alliances
with partners headquartered in two or more coun-
tries. Nevertheless, it should be emphasized that
the findings apply to a broad range of interfirm
relationships beyond equity JVs and in both a do-
mestic and international context.

CORE THEMES

Organizations As Learning Systems

Managers are urged to improve their organiza-
tions’ learning systems and to leverage new
knowledge into core competencies. Some writers
argue that knowledge is the primary organiza-
tional resource and that the creation and utiliza-
tion of knowledge is the key to sustainable advan-
tage.8 All too often, however, the prescriptions are
not grounded in the practical realities of manage-
ment. While managers usually agree that learning
in their organizations is a good thing, they are
often bafiled when asked to describe how their
organization learns, acquires, and manages new
knowledge. One of the problems is that organiza-
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tional learning is a systems-level concept that can
become useful only when its component parts are
thoroughly understood and brought down to an
operational level.

Toward that end, this paper focuses on organi-
zational knowledge acquisition and creation as a
valid foundation for understanding how knowl-
edge travels and changes within organizations.?
While organizations cannot create knowledge
without individuals, unless individual knowledge
is shared with other individuals and groups, the
knowledge will have a limited impact on organi-
zational etfectiveness.!0

While organizations cannot create
knowledge without individuals, unless
individual knowledge is shared with
other individuals and groups, the
knowledge will have a limited impact on
organizational effectiveness.

Thus, organizational knowledge creation should
be viewed as a process whereby the knowledge
held by individuals is amplified and internalized
as part of an organization's knowledge base.l!
Clearly, knowledge creation and utilization are
closely linked. As individual knowledge becomes
accepted by other organizational members and is
utilized in organizational processes, the knowl-
edge crecation process is occurring because knowl-
edge is moving beyond one individual’s perspective.

Strategic Alliances Create Learning
Opportunities

A primary objective in this paper is to move be-
yond abstract notions of learning to the reality
faced by managers trying to build new skills and
competencies. Over the past two decades there
has been a substantial increase in the formation of
international strategic alliances. For many firms,
alliances are no longer a peripheral activity but a
mainstay of competitive strategy. One of the stra-
tegic benefits of alliances is the opportunity to
learn from a partner. By focusing on alliance
knowledge management, this paper develops a
framework of collaborative learning that should
prove instructive for managers struggling to ex-
ploit alliance learning opportunities. If this is the
age of "alliance capitalism,”'? as some researchers
have argued, alliances will undoubtedly become
more important as a tool of competitive strategy.
The framework should also be useful because it
provides practical insights into knowledge cre-
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ation that can be utilized beyond the alliance con-
text. For example, managers in multinational firms
seeking to combine skills and knowledge from dif-
ferent parts of the world must deal with knowledge
management challenges similar to those faced by
alliance managers.

Knowledge Acquisition and Learning Can be
Managed

Knowledge acquisition, although haphazard and
non-linear, is not a random process. As other re-
searchers have found, organizations can institute
policies, structures, and processes to facilitate
learning and knowledge acquisition.!3 At one level,
the formation of an alliance represents a strategic
initiative that has the potential to create experi-
ences, actions, and strategic choices that provide the
basis for learning. However, the formation of the al-
liance cannot ensure that its learning potential will
be realized. Managers must take explicit steps to
capitalize on the alliance knowledge potential. From
my research, various collaborative activities and or-
ganizational actions emerged as the basis for ac-
cessing and exploiting alliance knowledge.

The following sections discuss the key issues
surrounding learning through alliances and ex-
plore the conditions that stimulate and facilitate
learning. The discussion is organized around a
series of questions and issues, as shown in Figure
1. The first question deals with the valuation of
alliance knowledge. If alliance knowledge is
viewed as valuable, the partner firm is more likely
to initiate learning efforts. The next question deals
with the accessibility of alliance knowledge. De-
pending on the type of knowledge and the part-
ner’'s degree of protectiveness, some alliances will
have more accessible knowledge than others. A
further issue is the firm's effectiveness at learning.
I discuss three factors that influence learning ef-
fectiveness in the alliance context: knowledge con-
nections between a partner firm and its alliance,
the relatedness of alliance knowledge, and cultural
alignment between the partner and its alliance.

The Value of Alliance Knowledge

The formation of an alliance is an acknowledg-
ment that an alliance partner has useful knowl-
edge. If the knowledge were not useful, there
would be no reason to form an alliance. Alliance
knowledge can be viewed from three perspectives.
First, there is knowledge about how to design and
manage alliances.’* Second, parent firms may
seek collaborative access to other firms’' knowl-
edge but will not necessarily wish to internalize the
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How valuable is the

alliance knowledge?

;

[ High value, knowledge ]

acquisition is an
objective

¢

Is the alliance

accessible?

Is the firm effective
at learning?

Low value, no partner
learning efforts

knowledge  EEEE———

How protective is the alliance partner
of its knowledge?

How tacit is the knowledge?

Are there learning connections
between the alliance and the partner?

Is the alliance knowledge related to
what is already known?

Is the managerial culture in the
alliance aligned with the managerial
culture in the partner?

FIGURE 1
The Alliance Knowledge Acquisition Process

knowledge in their own operations. For example, a
firm primarily involved in distribution activities may
form an allionce with a manufacturer to ensure a
stable product supply. Through the alliance, the dis-
tributor firm gains access to manufacturing skills. If
the distributor has no acquisition intent associated
with its partner’'s manufacturing skills, the manutac-
turing knowledge embodied in the alliance outputs
has limited value to the distributor beyond the terms
of the collaborative agreement.

Third, knowledge from an alliance can be used
by the parent company to enhance its own strategy
and operations. This type of knowledge, referred to
as alliance knowledge, differs from the second
type of knowledge because it has value to the
parent outside the alliance agreement. In the ab-
sence of an alliance this type of knowledge re-
mains inaccessible. The acquisition of alliance
knowledge has been suggested as one of General
Motors’ (GM) objectives in its New United Motor
Manufacturing Inc. (NUMMI) JV with Toyota.!> In
NUMMI, formed in 1984 and still operating, the
manufacturing and engineering processes are con-
trolled by Toyota. Initially, GM hoped to learn
about the efficient production of small cars and
transfer its knowledge to GM plants.
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Alliance Knowledge: Access Versus Acquisition

Even though alliance knowledge is deemed useful,
a firm will not necessarily actively seek to acquire
the knowledge. Firms involved in alliances have a
choice as to the resources and efforts that can be
devoted to alliance knowledge acquisition. In
some alliances, partners aggressively seek to ac-
quire alliance knowledge while in others, the part-
ners take a more passive approach to knowledge
acquisition. A firm using an alliance as a substi-
tute for knowledge it cannot create on its own may
be content to remain dependent on a partner and
thus, may place a relatively low value on knowledge
acquisition. In this scenario, if the alliance is termi-
nated (and most are at some point), the dependent
firm may find that its knowledge base has eroded.
An alliance partner’s approach to knowledge ac-
quisition will be a function of the perceived value
of alliance knowledge. Going back to the earlier
example of the Alpha-Hito JV, although the knowl-
edge was judged to be of sufficient value to war-
rant forming a relationship, the American partner
discounted the value of the Japanese partner’s
knowledge, partly because of ambiguity about
why the Japanese partner was successful and how
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Japanese partner skills could be utilized by the
American firm. With ambiguity comes misunder-
standing and reluctance to dig deeper into the
value of the knowledge. Clearly, if a firm wishes to
imitate the strategy of a rival (or a partner) and
learn from this firm, it must first understand why
the firm has a competitive advantage, and then it
must determine what resources are required to
replicate that advantage.'® For alliance learning
strategies to be viable, firms must overcome the
ambiguity associated with their partner skills.

For alliance learning strategies to be
viable, firms must overcome the
ambiguity associated with their partner
skills.

Many American alliance parents are searching for
the key to a Japanese mystique, rather than trying
to develop a fundamental understanding of the
link between the Japanese partner’s skills and its
competitive advantage.

In the Alpha-Hito JV, the key knowledge contri-
bution to which the American partner sought ac-
cess was the knowledge associated with develop-
ing and maintaining relationships with Japanese
customers. As it turned out, Japanese partner knowl-
edge about manufacturing processes and quality
control became more important. Other firms are able
to overcome initial skepticism about the value of
their partner's knowledge and create a successful
learning experience. For example, a manager de-
scribed the following situation not long after forming
an alliance with a Japanese partner:

When we first went to Japan we thought our
partners wanted an alliance so they could
learn from us. We were shocked at what we
saw on that first visit. We were amazed that
they were even close to us, let alone much
better.

In this particular case, the American firm was able
to build a successful alliance and initiate efforts to
learn from its Japanese partner. To create a suc-
cessful learning environment, American firm man-
agers had to shift their view of partner capabilities
and in particular, believe that what they were see-
ing was both different and potentially useful.

GM initially undervalued the learning potential
of its JV. Its initial learning expectations were fo-
cused on manufacturing processes, primarily for
small cars in the United States context. However,
NUMMI has evolved to play a key role in manage-
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rial development and training for GM, both in the
United States and internationally. More impor-
tantly, the learning has gone far beyond manutac-
turing processes. For example, at GM Argentina’s
truck plant, more than 60 managers, supervisors, and
team leaders have visited or will visit NUMMI. GM
Argentina managers openly acknowledge NUMMI
as the benchmark for lean production and continu-
ous improvement, quality, and human resource sys-
tems. GM Argentina managers also have expecta-
tions of real change based on the NUMMI visits, as a
manager explained: “all visits to NUMMI and
Eisenach [Germany] will have ROI objectives; the
visits must generate a positive return.” When GM's
Adam Opel Division decided to build a new plant in
Eisenach several years ago, the objective was "to
build a plant like NUMML"” The president of GM
Brazil in the mid-1990s worked in NUMMI and insti-
tuted many NUMMI ideas in the Brazilian operation.

The Accessibility of Alliance Knowledge

To acquire alliance knowledge it must be accessi-
ble. Two factors limit knowledge accessibility:
partner protectiveness and knowledge tacitness.

How Protective are Alliance Partners?

For competitive reasons, alliance partners may be
highly protective of their knowledge resources. In
a situation of high competitive overlap between
the partners, one or all firms may be very reluctant
to share knowledge because of the risk of knowl-
edge spillover to a partner.l” If alliance partner
firms are competitors or potential competitors, it
seems reasonable to suggest that a firm would
have a limited incentive to share knowledge. In
fact, a firm may have little incentive to form alli-
ances, let alone share knowledge that could poten-
tially lead to the creation of a competitor.

In cases of high competitive overlap, firms may
work hard to prevent knowledge leakage to their
alliance partners. For example, in a Japanese-
American JV, the Japanese firm insisted that the JV
head office be located in a separate building lo-
cated a short distance from the plant. In addition,
personnel working in the office, which included
various American partner personnel assigned to
the ]V, were restricted in their access to the plant.
As a final effort to prevent knowledge acquisition
by the American partner, the Japanese firm in-
sisted that the JV general manager could not be
from the American partner and had to be hired
from outside. The rationale tor the Japanese firm'’s
protective actions was that the Japanese partner
was the plant operator and the technology in-
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volved was highly proprietary. Not surprisingly,
the American partner learned little about the Jap-
anese partner skills and the alliance was termi-
nated after only a few years when the Japanese
partner acquired the JV business.!®

Increasing trust between alliance partners may
mitigate partner protectiveness. When a new alli-
ance is formed, there will often be a sense of hes-
itancy by the partners in terms of sharing knowl-
edge, particularly if the partners have no prior
collaborations. In my research, I have observed that
if an alliance survives the critical honeymoon period,
deeper ties between the partners becomes the norm.
In many cases, ties develop between the managers
involved in the alliance. Thus, after a relationship is
formed and a pattern of interactions develops, part-
ner firms may decrease their efforts to protect knowl-
edge spillover. Specifically, as trust increases and
mutual partner understanding develops, alliance
knowledge should become more accessible.

The Tacitness of Alliance Knowledge

Organizational knowledge creation involves a
continuous interplay between tacit and explicit
knowledge. Tacit knowledge is hard to formalize
and not easily visible, making it difficult to com-
municate or share with others. In organizations,
tacit knowledge involves intangible factors em-
bedded in personal beliefs, experiences, and val-
ues. When individuals in organizations are asked
to describe how and why things are done in a
certain way, they often say "I am not sure, its just
the way things are done around here.” An inability
to articulate or describe an organizational process
indicates that the knowledge supporting the pro-
cess is highly tacit.

In contrast, explicit knowledge is systematic and
easily communicated in the form of hard data or
codified procedures. Often there will be a strong
tacit dimension associated with how to use and
implement explicit knowledge. For example, a
manager from a European division of GM, describ-
ing an initial visit to NUMMI, said “We were
amazed at what we saw.” Because NUMMI's qual-
ity control was so high, there were few cars that
had to be repaired after assembly was completed.
The European managers did not believe the num-
ber of repair cars could be so low. Thinking that
NUMMI management must have moved the repair
cars to another location, the managers actually
looked for additional repair cars. The number of
repair cars, their location, and how they were ac-
counted for represent explicit knowledge that can
easily be communicated to an outsider. The under-
lying rationale for the small number of repair cars
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is more difficult to communicate because it in-
volves Toyota's production system and overall ap-
proach to manufacturing, quality control, and
worklorce management. This knowledge has «
high degree of tacitness.

The more tacit the knowledge that an alliance
partner seeks to acquire, the more difficult the ac-
quisition. As well, the more tacit the knowledge,
the greater the likelihood that the knowledge is
valuable. American firms in alliances with Japa-
nese firms focus their learning efforts on explicit
knowledge.!®* When the American firms formed al-
liances with an objective of learning from their
Japanese partners, the learning expectations re-
volved around what the Japanese knew, rather
than how and why the Japanese firms knew what
they knew. The American firms expected that there
would be visible differences in the alliance that
could be easily identified and incorporated in the
parent. The absence of highly visible changes to
systems and processes was often equated with low
learning potential. This is consistent with the ar-
gument that in their approach to organizational
learning, Western firms tend to focus on explicit
knowledge that can be created through analytical
skills and concrete forms of oral and visual presen-
tation.?0

Other research supports the argument that tacit
knowledge is difficult to acquire through an alli-
ance. In a study of Chinese |Vs, the Chinese part-
ners encountered significant difficulty in learning
complex manufacturing skills from their U.S. part-
ners.?! In the case of NUMMI, the learning oppor-
tunities and experiences oi the partners were very
different. Although GM has turned NUMMI into a
positive learning experience, much has been writ-
ten about how GM initially struggled to learn from
NUMMIL?? For GM to learn from Toyota and up-
grade its manufacturing capability, changes in
fundamental operating philosophies were re-
quired. GM's learning has been described as "a
slow and painful process” because the Toyota
knowledge was deeply embedded with Toyota’s
history and culture.?® In particular, GM needed to
learn about the Toyota production system and its
emphasis on cost efficiency, quality, flexibility and
innovation. To reduce its dependency on GM and
successiully implement a local assembly strategy
in the United States, Toyota needed to learn only
how to transfer an existing management process to
North America. The local knowledge that Toyota
needed was more explicit than the knowledge
base that GM had to build to successfully to learn
from Toyota. Using NUMMI as a foothold in North
America, Toyota has successfully built wholly-
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owned assembly plants in Kentucky and Ontario
and is building a new plant in Indiana.

Learning Effectiveness

Knowledge must be accessible before it can be
acquired. However, accessibility is not suificient
for effective learning. An alliance partner’s effec-
tiveness at learning and acquiring knowledge is
also important. Some organizations, like individu-
als, may lack the capacity to learn. Effectiveness at
learning is closely related to the concept of absorp-
tive capacity. Absorptive capacity has been de-
fined as a firm’s ability to recognize the value of
new knowledge and assimilate the knowledge for
commercial purposes.?? Three factors influence
learning effectiveness in the alliance context:
knowledge connections between a firm and its al-
liance, the relatedness of alliance knowledge, and
the cultural alignment between parent executives
and alliance managers.

The Establishment of Knowledge Connections

The creation of organizational knowledge requires
the sharing and dissemination of individual expe-
riences. Unlike most assets, organizational knowl-
edge can actually grow when shared.?s

Unlike most assets, organizational
knowledge can actually grow when
shared.

As one organizational unit shares knowledge with
other units, those units are now in a position to
amplify, modify, and clarify the knowledge. For
knowledge in an alliance to migrate to the parent,
there must be knowledge connections between the
alliance and the parent. These connections create
the potential for individuals exposed to alliance
knowledge to share their observations and experi-
ences. Knowledge that connects with other knowl-
edge can be discussed, debated, and possibly dis-
carded. The knowledge may also be further
developed and move upwards in the organization.
Because individual knowledge is inherently frag-
ile, new knowledge may be ignored or viewed as
irrelevant without knowledge connections. With
knowledge connections in place, new knowledge
has a higher probability of survival and integra-
tion into an organization's knowledge base.
Knowledge connections that are consciously
managed can alleviate the distance that often ex-
ists between parent organizations and their alli-

ances. One of the problems alliance managers en-
counter is that parent managers are often far
removed from the realities of managing a complex
international partnership. Because the parent
managers are unfamiliar with the alliance and
possibly inexperienced with allionce manage-
ment, they often make demands that are viewed as
unreasonable by the managers actually operating
the alliance business.

Knowledge connections occur through both formal
and informal relationships between individuals
and groups. These internal managerial relation-
ships facilitate the sharing and communicating of
new knowledge and provide a basis for transform-
ing individual knowledge to organizational knowl-
edge. Four generic management processes create
a knowledge connection between alliance and
parent firms: personnel transfers between the alli-
ance and parent; technology sharing; alliance-par-
ent interactions, including visits and tours of alli-
ance facilities; and linkages between parent and
alliance strategies.26

Although personnel transfers may be associated
with explicit knowledge, they will be most effec-
tive as a means of gaining access to tacit knowl-
edge. In GM's JV agreement with Toyota, GM is
allowed to assign 16 managers to NUMMIL These
managers are assigned to NUMMI for two years
and then rotated back to GM. Technology sharing
is a mechanism that provides access primarily to
explicit knowledge. Alliance-parent interactions
and linkages between parent and alliance strate-
gies create the potential for both explicit and tacit
knowledge to be acquired. GM, for example, estab-
lished a technical liaison office in NUMMI specif-
ically to coordinate visits by GM personnel. This
type of interaction provided GM with access to
both explicit manufacturing knowledge and more
tacit insights associated with human resource
management and quality control. The linkage of
parent and alliance strategies often occurs as an
evolutionary process as initially autonomous alli-
ances become more integrated with parent com-
petitive strategy. Several JVs that when formed
were quite independent of the American parent
and relied extensively on a Japanese partner for
product technology and marketing support, be-
came less independent as ties between the JV and
parents increased. In one case, plans were under-
way for the parent and JV to jointly explore several
new international projects. Both parents realized
that pooling their knowledge made sense given
the ongoing consolidation in their industry.

The four processes create connections for indi-
vidual managers to communicate their alliance
experiences to others and form the foundation for
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the integration of knowledge into the parent’s col-
lective knowledge base. As individuals interact
through the various connections, the interactions
become larger in scale and faster in speed as more
and more actors in the organization become in-
volved. This process has been described as a spi-
ral of organizational knowledge creation.?’ In the
spiral, knowledge starts at the individual level,
moves up to the group level, and then to the firm
level. As the knowledge spirals upward in the or-
ganization, it may be enriched and extended as
individuals interact with each other and with their
organizations.

Is Alliance Knowledge Related To What Is
Already Known?

Learning researchers have long recognized that
what can be learned is directly related to what is
already known. Prior knowledge permits the effec-
tive utilization of new knowledge. New knowledge
in an area we are familiar with is generally easier
to acquire than knowledge about an unfamiliar
area. Unrelated knowledge will be difficult to ac-
quire and may, in fact, have limited value because
of a lack of common language for understanding
the knowledge.

Two types of related knowledge are important:
knowledge of the partner and knowledge about
alliance management. If firms have worked to-
gether in the past, it is likely that they have
developed basic understandings about each oth-
er's skills and capabilities, which should provide
an impetus for further learning. Previous ties
between alliance partners can generate an ini-
tial base of interpartner trust. As a result, expe-
rienced partners can forgo the relationship
building processes that will be necessary for
partners working together for the first time. On
the other hand, inexperienced partners must go
through a relationship building period that may
interfere with learning.

Despite the logical notion that prior partner
relationships is a factor in learning effective-
ness, a counter argument must be acknowl-
edged. When there are significant differences
between the partners, the learning opportunity is
enhanced because of the potential new knowl-
edge that is outside the firm's knowledge base.
Continuing this line of thinking, the greater the
difference between the partner firms, the more
difficult it is to create a learning relationship,
and the greater the probable value of learning.
The problem for the learning firm is that an en-
hanced learning opportunity that cannot be ex-
ploited ultimately has little value. If the knowl-

edge is so far removed from what is known,
learning may not be possible.

The second type of related knowledge is con-
cerned with alliance management. As firms gain
alliance management experience, they should
become more efficient at utilizing alliances as
learning opportunities because of a learning
curve associated with the diffusion of learning
within the firm.28 A diverse background of alli-
ance experience can be a robust basis for learn-
ing because of the increased probability that
incoming knowledge is in a form familiar to the
parent. Firms that have a base of collaborative
experience should have greater knowledge of
how to manage, monitor, and acquire knowledge
from their alliances. Once a firm begins collab-
orating, it develops experience in cooperation
and a reputation as a partner. Alliance-experi-
enced firms will be more likely to appreciate the
learning opportunities created by their alli-
ances. Furthermore, as a firm develops a broad
range of collaborative experience and moves up
the learning curve, the skills necessary for
knowledge acquisition are refined.

An obvious concern for firms involved in alli-
ances or considering alliance involvement is the
potential loss or spillover of knowledge to an alli-
ance partner. Substantial knowledge acquisition
by one partner over time can erode the value of the
knowledge contributed by the other partner, break-
ing down the bargaining relationship between the
partners. Such spillovers should be considered an
inevitable result of alliance involvement. Although
a firm in an alliance risks knowledge spillover,
there is also the opportunity to capitalize on spill-
overs of the partner’'s knowledge. As indicated, the
ability to acquire partner knowledge is partially
the result of prior experience in alliance manage-
ment. Alliance involvement can be viewed as a
broadening experience that adds to the firm's cao-
pacity to assimilate new experiences. Increases in
learning capacity are an alliance by-product. The
more alliances a firm is involved in, the greater its
learning capacity and the more likely partner
knowledge can be acquired.

The previous discussion also suggests a possi-
ble paradox in that the more a firm learns, the less
it may need to remain in an alliance. Taken to an
extreme, firms that are effective at learning and
eliminating partner need may find it difficult to
find alliance partners. Undoubtedly, some firms
may actively pursue alliance learning strategies
while seeking to prevent their partners from learn-
ing. The more likely scenario is an alliance in
which both partners recognize that give-and-take
must be the norm for a viable alliance strategy. In

_

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyaw\w.manaraa.com




1998 Inkpen 77

the case of NUMMI, GM made no secret of its learn-
ing objectives. But since Toyota and GM are com-
petitors, both firms will have proprietary knowl-
edge that cannot be shared. That NUMMI has been
in existence since 1984 is evidence that the part-
ners have been able to develop a mutually bene-
ficial learning relationship.

Cultural Alignment Between Alliance and Parent
Management

The American managers in the Alpha-Hito JV were
convinced that Alpha manufacturing processes
could be substantially improved if an effort was
made to learn from the alliance. The Japanese
partner, as well, was quite willing to share its
technology. At the executive level in Alpha, sev-
eral levels above the alliance manager level, there
was a very different perspective. The executives
questioned the learning potential, given the JV's
modest financial results, and the applicability of
what they referred to as “Japanese” management
techniques in the American plants. This case illus-
trates what Edgar Schein referred to as a lack of
alignment between different organizational cul-
tures.?® In this case, the two cultural communities
are the managers with direct involvement in the
alliance and the American parent executives. Rel-
ative to the assumptions of the parent executives,
alliance managers had very different assumptions
about the alliance relationship, objectives, and
performance. Because the two communities had
different assumptions, when the organization at-
tempted to learn from its alliance, the cultures
collided and learning was frustrated. My discus-
sions with GM managers who have been assigned
to NUMMI illustrate a similar situation. These
managers have described their frustration in try-
ing to convince colleagues and senior managers of
the relevance of their learning experience.

Key Issues to Consider

Managers must accomplish several key objectives
to successfully implement an alliance learning
strategy. These objectives, shown in Table 1, are
incorporated with a series of questions designed to
stimulate managerial thought and action.

The first objective is to evaluate partner knowl-
edge inherent in the alliance. Partner tirms must
be realistic about the value of their partner's
knowledge and its relevance for enhancing their
firm’'s strategy. Firms must get beyond stereotyped
views of partner capabilities and make a con-
certed effort to understand partner core competen-
cies. In the knowledge evaluation stage, the struc-

ture of the alliance plays a key role. For example,
if a firm insists on controlling all of the key oper-
ational tasks in the alliance, there will be few
learning opportunities. If your partner does not
play a major role in alliance management, learn-
ing opportunities will be limited because you can-
not learn from a silent partner.

After determining the alliance knowledge value,
firms are then in a position to assess knowledge
accessibility and initiate learning efforts.
Throughout this process it is critical that partner
managers occasionally step back and ask: do we
really understand what it is we are trying to learn?
All too often, learning expectations are inconsis-
tent with partner capabilities and alliance tasks.

All too often, learning expectations are
inconsistent with partner capabilities
and alliance tasks.

If learning efforts are initiated, firms must ensure
that existing knowledge is brought to bear on the
current learning opportunities. For example, re-
search has shown that previous experience in do-
mestic alliances can be a stepping stone to the
successtul launch of an international alliance.® If
a firm has managers with experience in previous
alliances or in previous relationships with the
partner, these managers’ experiences should be
utilized. Given the complexity of alliance manage-
ment in general, involving managers with relevant
experiences can greatly facilitate the knowledge
acquisition process.

The final objective is to ensure that the parent
and alliance managerial cultures are in align-
ment. Parent and alliance managers must work
jointly to remove the stigma of "us” versus “them.”
The alliance should not be viewed as a threat by
parent managers, nor should it be viewed as an
orphan by those managers working in the alliance.
For alliance learning to occur, knowledge must
move from the alliance to the parent. Knowledge
transfer will only occur if there are interactions
between the managers on both sides. If the man-
agers don't trust each other or harbor suspicions of
the other's motives, the spiral of organizational
knowledge creation will not happen.

Successful Knowledge Management

In an increasingly competitive global environ-
ment, successful firms must be able to expand
their knowledge base and develop new skills.
Firms that are unable to learn risk being left be-
hind. History shows us that the leading firms in
one generation are rarely the leading firms in the
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Table 1
Key Issues in Alliance Learning

Objective Major Questions

1. Assess and value partner knowledge
P H e what were the strategic objectives in forming the alliance?

e what are the core competencies of our alliance partner?

e which partner contributes key alliance inputs?

s what specific knowledge does the partner have that could enhance
our competitive strategy? Is that knowledge or some of the
knowledge embodied in the alliance?

e what are the core partner skills relevant for our product/markets?

e are we realistic about partner skills and capabilities relevant to our

strategy and capabilities?

have learning issues been discussed in the alliance negotiations?

how have key alliance responsibilities been allocated to the

partners? which partner controls key managerial responsibilities?

¢ do we have easy geographic access to the alliance operations?

does the alliance agreement specify restrictions on our access to the

alliance operations?

e has our partner taken explicit steps to restrict our access? If yes, can
we eliminate these restrictions through negotiation or assignment of
managers to the alliance?

3. Evaluate knowledge tacitness and ease of transfer e is our learning objective focused on explicit operational knowledge?

e where in the alliance does the knowledge reside?

¢ is the knowledge strategic or operational?

o reality check: do we understand what we are trying to learn and
how we can use the knowledge?

4. Establish knowledge connections between the e do parent managers visit the alliance on a regular basis?
alliance and the partner e has a systematic plan been established for managers to rotate

between the alliance and the parent?

e are parent managers in regular contact with senior alliance

managers?

has the alliance been incorporated into parent strategic plans and

do alliance managers participate in parent strategic planning

discussions?

what is the level of trust between parent and alliance managers?

do alliance financial issues dominate meetings between alliance

and parent managers?

have the partner firms worked together in the past?

in the learning process, have efforts been made to involve managers

with prior experience in either/both alliance management and

partner ties?

are experiences with other alliances being used as the basis for

managing the current alliance?

e are we realistic about our partner's learning objectives?

are we open-minded about knowledge without immediate short-term

applicability?

is the alliance viewed as a threat or an asset by parent managers?

in the parent, is there agreement on the strategic rationale for the

alliance?

in the alliance, do managers understand the importance of the

parent’s learning objective?

2. Determine knowledge accessibility

5. Draw on existing knowledge to facilitate learning

6. Ensure that partner and alliance managerial
cultures are in alignment

next. In many industries, firms with global reach and
strengths are challenging the dominance of incum-
bents. Witness the decline in market share for the Big
Three automotive firms in North America. Initially, a
failure to recognize the differences in Japanese com-
petitors’ skills was a key element in the Big Three's
inability to counter the competitive thrust of the Jap-
anese firms. In GM's case, its JV with Toyota has
been a key factor in increasing management'’s focus

towards manufacturing quality. The JV has been a
source of new knowledge that could not have been
acquired without a cooperative relationship.

There can be a significant learning payoif
through collaborating. As alliances increasingly
become a fact of life in the business environment,
exploiting the learning potential of alliances will
become more important. By bringing together dif-
ferent firms with unique skills and capabilities,
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alliances can create powerful learning opportuni-
ties. However, without active management of the
learning process and an understanding of the na-
ture of alliance knowledge, many of these oppor-
tunities will remain unexploited. To successfully
exploit the learning opportunities, firms must over-
come several hurdles. First, before knowledge can
be acquired, firms must attach a value to alliance
knowledge. Clearly, a decision to initiate knowl-
edge acquisition efforts must be balanced with the
cost of doing so. Second, the knowledge must be
accessible. A partner firm may take steps to explic-
itly prevent knowledge spillovers to other firms.
Or, as tacit knowledge, alliance knowledge may not
be easily acquired and transferred. Third, the firm
must have the capacity to learn and have the neces-
sary systems and processes for knowledge to be ac-
quired. Capacity to learn is an organizational skill
that can be enhanced by building a base of related
knowledge, by establishing knowledge connections,
and by breaking down cultural misalignments be-
tween the alliance and parent managers.

In summary, few managers would dispute that
knowledge is a critical corporate asset and its cre-
ation is essential for corporate survival. However,
because knowledge is invisible, its management—
creation and use—is a major managerial challenge.
Alliances can be a vehicle for gaining access to
new knowledge outside traditional organizational
boundaries. Properly managed, alliances can yield
new and valuable insights that can lead to tangi-
ble performance improvements. Without active
parent firm involvement in the alliance learning
process, learning will not occur.
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