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STRATEGIC ALLIANCES AMD COMPETITIVE COLLARORATION

Partnerships and alliances between large Western and
Japanese firms are becoming increasingly common. Recent examples
include Toshiba’s cooperaticon with Olivetti and IBM s links with
Matsushita in office auwtomation equipmenty & tripartite venture
of Honeywell, Bull and NEC in computer mainframes: FPhilips and
Sony's alliance in consumer electronics: Tovota and General
Motors® joint manufactwring at NUMMIS or General Electric and
Fanuc®s worldwide collaborative netwérk in robotics. New
strategic alliances are noct limited to the manufacturing sector.
they are increasingly freguent in the financial sector (e.g. the
tie—-up of Mippen Life and Shearson behman) and cother service
industries as well.

Some of the new alliances are clearly short-term in nature
{e.g. General Motors and Toycotal)i cthers aim for a long-term
strategic synergy between the partrers (e.g. Toshiba and
Olivetti). While internaticonal alliances are intrinsically
difficult to manage (Killing, 1983), and the record of the
alliances with the Japanese is particularly spotty (Wright, 197923
Sadamoto, 1982)35 many experts argue that, as business risks scar
and competition grows more severey firms are expected to rely on
such alliances with increasing freguency (Harrigan, 19853 Ohmae,
17835 Ferlmutter & Heenan. 1986).

The rationale and the scope of internaticnal alliances are
becoming increasingly complex (Contractor and Loranges 1988;

Roots 1988). In the past, alliances with Japanese firms were seen



primarily as a megans to reduce capital investment and lower the
risks associated with entry inte Japan. A creation of & joint
venture or & licencing agrement were often the condition of

entry to cotherwise closed Japanese market: responding to the
government s preference (formal or informal) for local
participation in the business. Todays the common raticnale behind

the formaticon of new alliances between the Western and Japanese
firms is related to the increasing speed of technological change
and the rapidly growing competitiveness in global markets.
Fartrners join in order to diversify risks inherent in developing
new technologies or to take advantage of the complementarity of
each partner’s developmental skills (Hergert & Morris, 1988). The
new partnerships can also provide essential economies of scale
and market power to withstand a dominant competitor whom neither
partner can challenge individually (e.g.. internaticnal alliances
in the computer industry targeted at IBM).

Strategic alliancég with the Japanese can take many forms:
technical exchange and cross—-licensing: co-production and OEM
agreements, sale and distribution ties, joint product development
programss or creation of joint ventures firms with eguity
distributed among the partners; Such a functiconal classification
of alliances, however, does not say much about theivr competitive
centext. To understand the strategic logic of the new
partnerships and its organizational implications it is essential
to consider the changing patterns of global competition. Inm
contrast to traditional single-market joint ventures betweesn
Western multinaticnal firms and much smaller Japanese firms, the

new alliances are often formed by partners of comparable strength



whose activities are often global and who are or may become
direct competitors (Contractor and Lorange. 1788).

The rapid increase in international partnerships among
Western and Japanese competitors does not necessarily imply the
heralded dawn of a new cooperative era in the global ecohomy
(Ohmaes 1983, FPerlmutter % Heenan., 1984). The change from
competitive to collaborative strategies is often merely a
tactical adjustment aimed at specific market conditicns. Many of
these new partnerships should be viewed as a hidden substitute of
market competitions not i1ts dissipation. The objective is
similar: attaining the position of global market leadership
through internalization of key value-added competencies. The
poetential competitive relationship between partnérs distinguishes
more traditional complementary ventures (Doz, Hamel, and
Frahalad, 1986).

The strategic aﬂd'maﬁagerial implications of the two types
of alliances are fundamentally different. In a truly cooperative
relaticonship the underlying assumpticon is the feasibility {(and
desirability) of long-term win/win cutcomes. In the paritnerships
that invelve competitive collaborations the strategic intent of
achieving dominance makes the long-term win/win cutcome highly
wnlikely. This does not imply that all partrnerships between
Western and Japanese firms are always competitive in natuwre.
However, many of them are. especially when seen in a long-term
dynamic context. Fartnerships that invelve competitive
collaboration are dynamic in natwe. The relative endowment of

rescurces. skills and competencies and the scurces of bargaining



power can change over time. For one firm to be able to sustain
its long-term competitive advantages the organization and control
oof the partrnership has to reflect its competitive context.

Sricther way to look at strategic partnerships is to examine
the scuwrce of leverage exercised by the individual partners. In
this senses; strategic alliances may be classified into those
leveraging rescurces and those leveraging competencies. The
crese—~licencings technical agreements, joint development programs
{pocling of resowrces) and co-production or co—distribution
{rescurce economies of scale) are examples of alliances that
focus primarily on resowce leverage. The resources contributed
to a partnership usually have a specific market value. be it
land, equipments labor. moneys or patents. Both fhe contribution
and withdrawal of rescurces are explicit and thus relatively
simple to control.

Im contrasts competencies are fundamentally informaticon—
based invisible assets }Itami 1987) that cannct be readily
purchased and their market value is difficult to ascertain.
Examples are management and crganizaticnal skillss knowledge of
the market, or technological capability. Invisible assets are
embodied in pecple within the organization. These assets
represent a tacit knowledge that is difficult toe understand and
that can only be appropriated over time, if at all (Teece, 19884).
focumulation of invisible assets is seen as the foundation for a
sustainable competitive advantage (Itami. 1987).

Invigeible assets are closely linked to informaticns. its
stock as well as i1ts flow. To increase invisible assets is to

increase the amount of information available in the firm as well
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as its capacity to handle the information. Invisible azsets can
be accumulated through an explicit acticn, such as training, or
implicitly as a by-product of daily operaticons (Itami. 1987).
Alliances that leverage competencies usuwally take the form of an
0OEM supply agreement or & joint venture aimed at & specific
market. Supericr competencies in different parts of a value chain
are combined to achieve a distinct competitive advantage in the
market: or at least to protect market position against a superior
joint competitor.

Table 1 summarizes a classification of internaticonal
partnerships that considers the competitive context and the
source of leverage. While the issue of strategic control as
related toc the distributicon of benefits from the alliances is
important in &ll fowr guadrants of the strategic alliance matirix,
it 1s especially critical in quadrants III and IV that represent
coenditions of competitive collaboraticon. Implicit in a
competitive collaboration is the risk that benefits from the
alliance may be accrued assymetrically by the respective

TABLE 1: STRATEGIC ALLIAMCES, STRATEGIC CONTEXT
AND SOURCE OF LEVERAGE

SOURCE OF LEVERAGE

RESOURCES COMPETENCIES
G e e e e e et e e e e e e e e e e
T C / / /
R 0O COMPLEMENTARITY / I. / II. 7
A N / / /
T T e e e e e et et e e e e e e
E E / / /
G X COMPETITION / I11. / Iv. /
I 7T / / /
D e e e e e e e et e e e
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partners. The process of appropriation is influenced by the
characteristics of organizational assets leveraged in the
partnership.

Obvicusly. in most cases, strategic alliances involve the
cemtribution and leverage of both visible and invisible assets.
The type of contributicon can be different for each partner.
Mevertheless,y the traditicnal management foous is concentrated on
the control of visible assets. In complementary partnerships.
lack of attenticin to the accumulation of invisible assets may
erode the competitive advaﬁéage derived from the venture.
Howevers in the context of competitive collaboration where
competencies provide the critical leverage f{quadrant IV), lack of
attention to invisible assets may result in a loss of control
over the direction of the alliance. It is for this reascon that
management processes that support accumulaticon and controel of
~iﬁvisible assets are of such critical importance.

The distribution of benefits related toc visible assets, such
as new products or profits are relatively easy to monitor.
Frotection sgainst asymmetry can be instituted through
administrative protocols and vules regarding the implementaticon

of the partnership agreement. However, the asymmetric

3

appropriation of invisible benefits - such as the acguisition c

product or market know-how for use cutside of the partnership

il
o+

frameworlk. or even to support a competitive strategy targeted
the partner — camiot be easily protected. The asymmetry results
from the internal dynamice of the strategic alliance. Benefits

are appropriated asymmetrically due to differences in the



relative power in & competitive partnership are related to the
speed at which the partrners can learn from each other. Mot
providing & firm strategy for the control of invisible assets in
the partnership,. and delegating responsibility for them to
operating managers concerned with short-term results is a sure
formula for failure.

A good illustration of such & process is the reversal in the
competitive relationship between Japanese and Western firms in
many industries over the last several decades. The asymmetrical
digtribution of benefits from these alliances often was the
fundamental cause of such a reversal. Japanese firms used access
to technology through licensing or joint ventures to master new
competencies, and then used the newly acguired knowledge to gain
sule contrel of the market in Japan and even penetrate markets
previcusly dominated by the Western partners with their own
supericr products. The list of firms {(e.g. Allied/Bendixs General
Electric, General Foodss Internaticnal Harvester. Fhilipss
Rernault, USX, Westinghcuse) that gave up more than they gained is
leng and is not limited to & single country or industry.

While aother factors contributed to the high failure rate of
Western joint ventuwres in Japan (Wright. 1979% Zimmermans 1985)
-— such as the policies of the Japanese government that at least
urntil the mid-1970s made it difficult for Western partners to
achieve bargaining power parity —— much of the imbalance in the
appropriaticn of benefits was caused by disparities in learning
between Japanese and Western partners. Many Japanese firms have
developed a systematic approach to organizaticonal learning (Cole,

19855 Neomaka and Johanssons 1983). This approach involved more



than an explicit rejection of the parcchial "noet-invented-here”
syndrome. Japanese firms put in place managerial systems that
sncouwrage extensive horizental and vertical informaticon flow and
suppert the transfer of know-how from the partnership to the rest
of the crganization. The pelicies guiding the management of human
resources at all levels and functions constituted & vital part of
such a learning infrastructure {(Fucik, 1983).

The organizaticonal capability to learn is the key to
protect competitive advantage in competitive collaboration and ta
control the strategic direction of the cooperative ventuwre. An
grganizaticon has many tools to manage the process of learning
{Hedbergs 1%81)., but in principles the learning ability of an
crganization depends on its ability to accumulate invisible
assete. As invisible assets are embodied in pecple. policies
regarding human rescurces are critical to crganizational
learning. The objective of the HRM activities is to complement
line management in providing a supporting climate and appropriate
systems to guide the process of learning. Organizational learning
results from & combination of hard and soft cirganizaticnal

practices anchored in specific management practices.
IDENTIFYING OBRSTACLES TO ORGANIZATIOMAL LEARMING

ODrganizaticnal learning is not a random process. Freventing
an asymmetry {(or creating an asymmetiy iﬁ one’s favor) in
crganizaticonal learning must be the key strategic priocrity for
managers and executives in multinaticnal firms engaged in
strategic alliances with the Japanese. Removing the

crganizaticnal obstacles to learning is clesely linked to the



the activities of the Human Rescurce function and its invelvement
in the design and management of the strategic partrnership.
However.: this strategic pricrity is often buried under the
pressure of dailly coperational concerns and the cobstacles to
crganizational learning remain unattended. A number of such
chetacles identified from research on Western joint ventures in
Japan (Fucik. 1988) are listed in Table 2:

TABLE 2: OBSTACLES TO ORGAMIZATIONAL LEARNING
IN WESTERN JOINT VENTURES IN JAFAN

HR SYSTEM

HR PLAMMING:

STAFFING:

TRAINING AMD
DEVELOFMENT

AFFRAISAL AND
REWARDS

ORG. DESIGN
AND CONTROL

STRATEGIC INTENT NOT COMMUNICATED
SHORT-TERM AND S5TATIC FLAMNMING HORIZON
LOW FRIORITY OF LEARMING ACTIVITIES
LACE OF INVOLVEMENT RBY THE HR FUMCTION

INSUFFICIENT LEAD-TIME FOR STAFFING DECISIONG
RESOURCE~-FOOR STAFFING STRATEGY

LOW QUALITY OF STAFF ASSIGNED TO THE ALLIANCE
S5TAFFING DEFENDENMCE ON THE FARTMER

LACE OF CROSS-CULTURAL COMFETENCE
UNI-DIRECTIOMAL TRAIMNING FROGRAMS

CAREER STRUCTURE MOT COMDUCIVE TO LEARNING
FOOR CLIMATE FOR TRANSFER OF LEARMIMG

APFRAISAL FOCUSED ON SHORT-TERM GOALS

ND ENCOURAGEMENT OF LEARNING

LIMITED INCENTIVES FOR TRAMSFER OF KNOW-HOW
REWARDS NOT TIED TO GLOBAL STRATEGY

RESFONSIRILITY FOR LEARNING MOT CLEAR
FRAGMENTATION OF THE LEARMING FROCESS
CONTROL OVER THE HR FUNCTION GIVEN AWAY
NO INSIGHT INTO FARTMER®S HR STRATEGY

The obstacles to organizaticnal learning reviewed in

greater detail below are not limited to a specific ocrganizational

climate that can easily be changed. Rathers they result from a

compley set of HR practices and policies that, while often



rational in the short-terms may ultimately lead to & loss of
controel over the destiny of the partnerships if not to the lass
of the entire business. Understanding the cbstacles to learning
is the first step in the process of restoring competitive

balance.

HUMAN RESOURCE FLAMMING

alliances between Western and Japanese firms take place in a
highly complex competitive environment. The desirability of
cooperation may easily be percelved differently among various
parts of the crganization depending on their level of invoclvement
in the creation of the alliance and thelr responsibility in
gxecuting the strategy. Top management often empﬁasizes the
cooperative nature of the new alliance, partly to set the right
tone for the partnershipy partly to break down any resistance
from those opposed to the cooperative strategy. What is often not
made clear are the bauﬁaaries of cooperaticon and the specific
natuwre of the missing competencies that led to the alliance in
the firset place.

alliance is often driven by short—term contingencies, such as an
improvement of profitability by cutting preoducticon cests through
an OEM arrangement, without considering long-term effects on the
sustainability of the firm’s competitive advantage. General
Electric®s recent withdrawal from the consumer electronics field
was forced by a series of "correct" short-term decisions during

the previcus twe decades that led to a transfer of critical



product and process competencies from GE to its Japanese
competitors. The logic behind many short-term decisions assumes
that the existing balance of competencies in the alliance will
noet change with time.

Low pricrity given to learning activities. The traditicnal
focus of business plans is on the utilization of and the retuwrn
on tangible assets. The projected cutcomes firom the partrnership
are scrutinized in terms of returns on eguity investeds savings
from pooled research & developments cost reductions from
cutsourcing components and proeducts, and/cr increases in sales
from added distributicn chamels. However, the accumulaticn of
invisible assets, such as experience regarding the production
process, intimate knowledge of the market or relationship with
customerss is not evaluated as traditiconal planning systems
cannot assign a financial value to these cutcomes. Activities
that can’t be evaluated in financial fterms are generally not
funded. Organizational learning is left with no support.

Lack of invelvement by the Human Rescurce functicn. In the
rush to launch the alliances. insufficient attention is given to a
critical evaluaticon of the learning capacity of the organization
and to the steps necessary to upgrade the learning skills and
learning climate appropriate for the new venture. Often. the
Human Resource function does not play any role in the negotiation
process or becomes inveolved only at a very late stage. The
compatibility of philosophies regarding the management of human
resources between the partners and its implicaticns for
crganizaticnal learning are seldom a factor in the decision-

making process.
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STAFFING

Insuffient lead-time for staffing decisicns. When the
alliance involves a creation of a new crganizations staffing
decisions regarding the key representatives should be made well
in advance of the conclusion of the agreementi all relevant
futwre plavers can thus be invelved in the negotiation process.
Instituticonal memory breaks down when negotiators are replaced by
implementators without continuity. Insufficent lead time also
forces short-cuts in training for the managers to be assigrned to
the partnership. In generals everyone agrees with the idea of
trainings but many firms are reluctant to invest in the
preparation of managers for the new venture until the cutcome of
the business negotiations is clear) yet after the deal is signeds
there is no time to train. As a result,; what is wen laboricusly
at the front end through long, arducus bargaining is often lost
through the inability to control implementation of the
partrnership agreement. -
alliance is often driven by cost consideraticon. firms cut
expenses by limiting the sirze of managerial staff assigned to the
partnership. In particulars this can be obeserved in alliances
that have the major leocation of their activities in Japan where
the coast of supporting expatriates seem prohibitive. Yet, while
the expense of staffiﬁg a position in a Japanese venture can be
substantial, such economizing does not consider twe substantial
benefits derived from expatriate posts: improved control over the
management process in the ventwre and ability to transfer skills

from the venture into the home crganization. Organizational
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learning often requires at least some slack rescurces. When an
overextended management team just keeps on dousing fires, the
lagt thing cn a manager’s mind is the transfer of know-how.

Low guality of staff assigned to manage the alliance. It is
often the case that after the initial pericd of high visibility
for the new alliances management positions in the partnership
become & dumping ground for sidetracked executives. The emphasis
is on "making the deal", not on its implementaticon. The
dispatched managers don’t have the necessary learning skillss
they are expected to "watch the books" only. Even if they gain
new knowledge, they may lack the credibility to effectively
transfer the know-how to the parent firm, especially if this
invelves challenging existing "sacred cows." The partners in the
alliance are generally well aware of the low skill and
credibility level of these managers and do not hesitate to freeze
them cut of the important decisions.
considered & cost rather than an investment, it is very tempting
to go along with the offer by the partner to assuhe the
responsibility for staffing the new venture. Naturally, there is
always a great concern over the compesition of the top management
team. However, very little learning ever cccwre in the board
room: learning takes place in the laboratories, on the preduction
flocr and in interactions with the customers. The partner who
controls positions critical to the accumulaticn of invisible
assets gains substantial leverage over the directicn of the
alliance. Short-term excursicons will not dos long-term

participation is essential. As GM learned &t MUMMI, & videotape
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of new work practices is a far less efficient learning tool than

hands—on experience.

TRAIMNIMG AND DEVELOFMEMNT

Lack of cross-cultural competence. Many managers and staff
invelved in partnerships with the Japanese do not have sufficient
intercultural skills (language competence, familiarity with
partner’s culture, etc.). Expatriates are dispatched toc Japan with
no o limited training at best, with the assumpticn that
knowledge of the business should compensate for the lack of
cultural understanding. While perfect fluency in Japanese
language may not be essential, the ability to understand the
basic flow of a business conversation and to interact infecrmally
with the customers and employees should be the minimum prerequisite
for an assignment to Japan. This is important for an expatriate’s
effectiveness even in a wholly-owned foreign affiliate (Tung s
1984)5 the price to pay for the lack of cross—cultural skills in
an alliance may be highér: both inability to learn and inability
toe control.

Unizdirectional transfer of know-how. One of the most
effective means of learning is through temporary personnel
- exchange between the partners. However. this exchange is often
asymmetrical, especially when the partnership takes the form of &
joeint venture. While the flow of perscnnel from the Western joint
ventures in Japan often includes staff temporarily seconded from
Japanese parent, the training assignmenté in the opposite
direction are infrequent (Fucik, 1988). Even when transfer of

perscimel intoe the joeint venture cccurs on a regular basiss it is
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seldom for the pwpeose of skill acquisition. Rather, staff is
transferred either to control or manage the joint venture or tco
serve as a conduit for transferring know-how inte the venture. It
ig often felt that there is no need to learn (and thus expend
resources) on knowledge alvready possesed in the joint venture.
Yet, by gaining independent know-hows & firm can avoid becoming
hostage to the uncertain futwre of the partnership.

exchange can have a positive impact on the amount of accumulated
knowledge only if administered in a consistent and planned
fashion over a pericd of time. Unless the firm posts the
returnees from the partnership ventures into positicns where the
acquired know-how can be effectively used and disseminated. the
invisible asset accumulaticn will not be possible. The amount of
time spent learning and transferring know-how is the critical
constiraint. An effective transfer of know-how requires & long-
term commitment of gualified personnel, which clashes with
expectations of fast mebility among the most promising
executives. While many managers (on a personal basis) may benefit
even from & relatively short assignment to Japan, a single short-
term assignment —— especially when it comes relatively late in an
executive’s career -— will not do much for the accumulation of
invisible assets in the rest of the crganization.

critical invieible assets is embedded in the staff invelved in
the partnership. To what degree these assets are shared with the
parent depends largely on the parent’s receptivity to new

ideas, and on the guality of the interacticn between the



cooperative venture and the parent firm. When learning from the
cutside, in particular from abread, is seen as an admission of
weakness, the receptivity will be poor (Westney, 17988). The
essificaticon of the learning infrastructure reflects the low
priority given to the accumulation of invisible assets in the
execution of a company’s strategy. Low receptivity to inputs from
the partrnership will naturally encouwrage a passive attitude
towards the transfer of knowledge among the partnership staff.
Thie tendency is further reinforced, i1f the sccialization
activities in the partnership are controlled by the local parent,

as is often the case in HWestern joint ventures in Japan.

AFFRAISAL AND REWARDS

learning is fundamentally a long—term activity, stretching far
beyond & typical one~year appraisal time-frame. Alsc, the costs
asscciated with learning are immediates while the benefits (most
of them difficult to gquantify under standard accocunting
procedures) are accrued over time. Support for organizaticonal
learning thus may have a negative impact on the short-term
measurements used to evaluate a manager’s performance. The
gxpectation of short ftenwre in a given job is ancther critical
constraint. The pressure to get immediate results forces managers
to economize on expenditures with long-term pay-offs, no matter
how attractive such pay-offs may be. The issue is not sacrificing
profits for abstract learning, but forfeiting a long-term

supericr performance in order to inflate short-term results.
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given for contributions to the accumulation of invisible assets,
learning becomes a "hobby"s not a prerequisite of the job. In
many leading Japanese firms, the cross—-fertilization of skills
across functiomal areas is actively encouraged, and both foreign
language ability (tested by the company) and familiarity with
principal foreign markets are considered before prometion to an
#ecutive position. In contrast, the skill base of typical
HWestern managers is rather narrow. as are theilr inter—-cultural
skills. Even in firms with decades of experience in Japan, only a
handful of managers speak Japanese and have a first-hand
knowledge of local conditions. In a joint ventures asymmetry in
the distribution of skills will result in an ercosion of
competitive advantage and the loss of leverage.
systems in many multinaticnal firms encourage hcarding of
critical informations noet sharing it. Information is treated as a
source of powerys not as- a rescurce. Smart managers assigned to a
joint venture in Japan, who otherwise may expect few
cpportunities for upward mobilitys can make themselves
indispensable by blocking the flow of informaticon. Such a
behavior is not only tolerateds but these "valuable experts" are
coften rewarded in terms of supericor compensation and considerable
cperational autocrnomy. Any increase in information concerning the
activities of the partnership cutside of their own domain is seen
by these managers as a threat to their power. In an alliance that
involves competitive collaborations the other parent and some of
the company™s own managers may share an interest in limiting the

transfer of know-how.
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gxecutives assigned to manage a partnership venture is often
appraised soclely on the basis of resulise in & limited business
area or market. There is alsc coften no incentive for the "core"
partnership staff to worry about the competitive conditicons
facing cther businesses of the distant parent. These managers
have nothing to gain from allocating scarce resources to
crrganizational learning benefiting an crganization in which they
have no tangible interest. This tenderncy is especially pronounced
if these managers are actually dispatched firom the other
"competing” parent. In such & case, their attitude towards
transfer of competencies can easily turn from conservative to

dowrnright hostile.

ORGAMIZATIONAL DESIGN AND CONTROL

loses from a strategic alliance often depends on the vantage
peint. A "win-win" partnership strategy on a corporate level
often entails a "win/lose" scenaric at the business unit or
business function level. For examples a shift from captive
manufactuwring to an OEM partnership with a Japanese supplier may
contribute to immediate cost reducticon and thus enhance the
product’s position in the market while at the same time the
production competence of the Western firm is being ercded. Under
such conditions, incentives and responsibility for learning may
become unfocused. When competencies are lost, operation managers
blame fault& strategy while the cocorporate staff cites incompetent

implementaticon.
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Eragmentaticn of the learning process. In diversified,
complex firms, the stakes in crganizaticonal learning may differ
by business unit and function. Each subunit has only a partial
view of the exchange of competencies involved in the partnership.
The percepticons of the potential value of the relationship may
therefore differ as will the commitment to support competencies
needed to defend the long-term competitive advantage. In firms
with decentralized business units (e.g.. SBUs), crganizaticn-wide
learning activities have low pricrity in comparison to a business
unit’s immediate needs.

seen as a cost burdens not as a powerful tool of control over the
strategic direction of the partnership. In particular, when the
alliance involves a venture inside the new partrner’s ferritory.
responsibility for the Human Rescuwrce function is often delegated
to the partner. In fact, the very possibility of utilization of
the partner’®s know-how concerning the loccal labor market
conditicns is often a factor leading to the creation of the
alliance in the first place. However, what is gained in lowering
the cost of entry may be lost cver times as control over human
rescurce deployment enables the partner to control the patterns
of organizaticnal learning, thus the distribution of benefits
from the partnership.

strategies of the partner can be monitored through the control of
perscnnel exchange between the joint coperations and the parent.
The objective is not to stop learning: but to gain understanding

about the direction of the partrner’s learning strategies and its
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long-term impact on the balance of power in the collaborative
relaticnship. Howevers: when persormel control is abdicated in
favor of the partners the logic of the learning process is
obscured. The boundary between the partner’s organization and the
partnership operation becomes fuzzy and impossible to contrel.
Yaluable competence may leak without notice and without

reciprocity. A learning asymmetry is again likely to ccoccuir.

FROMOTING ORGAMIZATIONAL LEARNIMG

The challenge of competitive collabeoraticon creates a new
agenda and new pricrities for the managers involved in strategic
allainces with the Japanese. This challenge can’t be avoided by
staying away from strategic alliances. The economic forces in the
envircenment will continue to push firms into more complex sets of
global relationships. Those who learn from these relationships
will survive, the others will perish. The organization’s ability
to learn (or the lack of it) will influence the shape of the
global markets for many years to come.

Experience shows that the competitive balance in strategic
alliancess and in joint ventures in particulars cammot be
controlled through structural scluticns. The successes and
failures of the alliances are often embedded in the same
organizational context (Killing, 1783). Neither can symmetry in
the appropriation of benefits firom a partnership be protected
throuwgh legal clauses. The complexities of internaticonxl
coemmercial laws and regulations and rapid technological change
make legal protection impractical. In facts the reliance on legal

means to satfeguard the company interests can be counterproductive

20



as it encowrages "we-—are-safe" attitudes and thus decreases the
stimuli to learin.

The accumulation of invisible assets, be it manufacturing
competence, market know-how or glebal ceoordination capability.
should be explicitly recognized as a value-enhancing activity. It
is dangerocus to act as if the existence of a partnership permits
lowering commitment to the maintenance and expansion of core
competencies. Such a strategy assumes that the partner is
unwilling or unable to learn and thus unable to alter the long-
term bargaining power regarding the appropriation of benefits. In
the context of competitive collaborations such an assumption is
unsupportable. It alsco deoes not make sense to set up barriers to
learning. Artificial constraints imposed on information fFlow in
the partrnership may hinder its ability to sustain its competitive
advantage and thus ercde the competitive position of both
parents. The only sustainable response is a pro—active policy
encouraging organizaticnal learning thats at minimum, matches, if
not suwrpasses the learning ability of the Japanese partner.
Everything else is an infericr scluticon.

A number of specific agenda points for managers in firms
engaged in strategic alliances with the Japanese can be drawn
from the experience of firms that continuwously incorporate
organizational learning into thelr competitive strategy:

1. Early inveolvement of the HR fupction. The human rescurce
functicon should be invelved in the formation of the strategic
alliance from the early planning stages. In a dialogue with the
appropriate line functicns, HR staff should assume responsibility

for the development of a thorouwgh organizaticonsl learning
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strategy. It is essential to precisely identify the critical
value-added learning activities in a given business, and the
means to control them. The objective is to support and expand
core competencies essential to sustain the long-term competitive
advantage of the firm.

2. Build learning intce the partnership agreement. In order
to maintain & long-term symmetry in the distributicon of benefits
from the partnership, both parties have to learn simultanecusly.
The process of parallel learning can and should be made explicit.
A attempt to prevent the partner from learning is most likely
fruitless, as ocrganizational learning is impossible to police.
Insteads provisions should be made in the agreement to safeguard
the reciprocity in the transfer of competencies (e.g. personnel
gxchange) .
responsibility for corperate communications, HR should cooperate
with operatiocnal managers to assure that the strategic intent
with respect to the partnership is adeguately communicated to the
employees. Training programs should be developed to prepare
managers to deal effectively with the ambiguity and complexity of
strategic alliances. The competitive context has to be made
explicit: hushing it up deoes not fool anybody but yowr ocwn
employees.
the HR function in partnership éperations, such as joint
ventures, shouwld not be bargained away: as it is within the
boundaries of such am entity that much of the learning cccurs.

Once the partnership agreement is concludeds the HR function
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should continucusly menitor the congruence between the learning
strategy and the ocperaticnal HR activities related to the
launching and the implementation of the agreement. Pericdic
reviews of the learning process should be set up with the
participaticon of top management.

3. Staff to learn. The accumulation of invisible assets
should be the key principle guiding the staffing strategy.
Staffing and development plans should be established to cover the
existing blind spots. Such an approach may require a considerable
investment in the development of core competencies within the
parent firm through & carefully calibrated transfer policy. Some
attriticn must be considered inevitable. In joint ventures, this
also means the development of a local staff that is fundamentally
loeyal to the joint venture entity and has no vested interest in
blocking the transfer of critical information. While the
immediate coste of the "staff to learn" program may be highs they
are far smaller than the long-term negative conseguences of lost
cempetence.

From an individual
perspective, effective learning and transfer of cmmpeténcies
spans the entire career. While cross—cultural learning is most
effective during the early career stages, functional learning and
its effective application may require a considerable business
experience. In the context of internaticnal partnerships., this
may imply a necessity for multiple assignments which is seldom
dorne at the present time. A greater use should be made of
reciproecal trainee programs. The notion that all expatriates

should be managers is obscolete.



kinds of training activities can create a better climate for
learning. First, in internal training. managers shouwld be made
aware of the subtleties invelved in managing collaboration and
competition at the same time. Second,s open communication and
trust within the partnership is eésential for the smooth transfer
of know-how. Team—-building and cross—cultural commuﬁicatian
training should be coffered regularly at all management levels.
Finally, any training program geared to the acguisition of a
gpecific competence should be in principle reciprocal. This
diminishes the incentives for opportunistic behavior.

8. Responsibility for learning should be specified. In
order to create a climate receptive to learning, -a specific
responsibility for learning should be written intoc business plans
for managers transferred into the partnership coperations as well
as those in the receiving units. It should made clear who is
responsible that the information actually flows as intendeds in
necessary quality and speed, and what supporting mechanisms are
needed to be put in place. Where appropriates support for mutual
learning and the exchange of know-how should be made explicit in
the partnership agreement.
encourages organizational learnings such as sharing and diffusion
of critical information should be explicitly recognized and
rewarded. Long-term incentives (e.g. career opportunities) should
be provided to managers actively seeking to acquire new skills.
The framewerk of expatriate transfers into critical locations

must he restructured to make them more attractive without
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incurring prohibitive compensaticn costs. Dead-end assignments are
cestly to the ocrganization.

10. Menitor the HR practices of your partner. Throughout the
duraticn of the relaticnship. attention should be given to the
partner’s HR activities. Beginning with an HR audit pricr to the
establishment of the partnership, much insight can be gained from
the continuvocus monitoring of the partner™s staffing and training.
In joint ventures, the career records of staff transferved from
the partner’s ocrganization should be carefully scrutinized,
including thelir assignments after retuwrning to the partner. It
must be assumed that the partiner is doing the samesy as much of
the necessary information is actually in the public domain.

In summary., the strategic agenda for managers involved in
strategic alliances with Japanese firms must be centered
arcund the process of learning. In the context of competitive
collaborations the competitive advantage of & firm can be
protected only through the cirganization®s capability to
accumulate invisible assets by a carefully plamed and executed
process of crganizaticonal learning. As this process is embedded
in pecples many of the necessary capabilities are closely linked
toe HRM strategies and practice. The transformation of the HR
system to support the process of crganizational learning and thus
match Japanese competitors is clearly the key strategic task

facing many Western multinaticonal firms today.
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