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Many Western managers are becoming wary of joint ventures. They have learned through costly experience that
such alliances – particularly with Asian partners – can become a low-cost route through which new competitors
acquire technology and market access. However, with the costs of product and market development escalating,
avoiding strategic alliances altogether is not an option many firms can afford. The question for Western firms is:
Is it really possible to win at collaboration? Our research – a five-year investigation of 15 strategic alliances
around the globe – suggests that the answer is „yes.“ But in order to succeed at the special kind of partnership
that we call competitive collaboration, Western firms must become as adept as their Far Eastern counterparts at
managing collaboration for competitive gain.

Strengthening Competitive Advantage

The goal of any strategic alliance is to strengthen competitive advantage. Collaboration can yield two kinds of
competitive advantage: an improvement in the position of both partners vis-a-vis firms outside the partnership
(external competitive gain), and improvement in one partner’s position vis-a-vis the other firm(s) in the alliance
(internal competitive gain).

The focus of our research has been internal gain, which arises when a partner succeeds in enlarging its portfolio of competences by
appropriating the skills or investment opportunities of its partner. How does collaboration change the competitive
position of partners vis-a-vis each other? When long-time foes collaborate (for example, GM and Toyota in
small cars, Motorola and Toshiba in semiconductors, or Kodak and Canon in copiers), dramatic shifts in
competitive balance can occur as skills migrate between partners. Such alliances are collaborative at one level
(both partners hope to gain market share against outside firms) and competitive at another (one partner attempts
to acquire the distinctive skills of the other).

Editor’s note: A similar article on this subject, by Gary Hamel, Yves L. Doz, and C. K. Prahalad, entitled
„Collaborate With Your Competitors – and Win,“ appeared in the January-February 1989 issue of the Harvard
Business Review.

While Western companies in the study were generally alert to the competitive intentions of Far Eastern partners,
they were often insensitive to the ways in which those partners attempted to alter the balance of dependency.
Many Japanese companies regard collaboration as a more efficient way to acquire skills and market access than
acquisition. For example, NEC’s use of collaborative ventures to build a wide range of technology and product
competences suggests that absorptive capacity can be as important as inventive capability.

Collaboration may also provide access to skills that could not be transferred, or are not available, through
licensing or other contractual forms of technology transfer. Licensing works well for a one-time transfer of a
discrete, stand-alone technology for which ownership rights are clear and legally protectable. While a
semiconductor company might be able to manufacture a competitor’s chip under license, access to its
competitor’s microprocessor design could be gained only through close collaboration. Collaboration allows
access to competences deeply woven into a partner’s organizational fabric – skills that are more tacit than
explicit, bundles of technology rather than standalone technologies, capabilities that are the result of
organizational learning rather than sheer inventiveness. Examples of deeply embedded competences might
include Japanese manufacturing competence, American aeronautic design skill, and European chemical
engineering ability. One needs to be very tightly coupled to a partner for a long period of time to unravel and
transplant such competences.

Relative success in extracting core skills depends ultimately on the ability of each partner to learn from the other.
Not all companies in the study were equally good at learning from their partners. In almost every case where a
Japanese company emerged from an alliance with enhanced skills and its Western partner with diminished skills,
there was a marked difference in the effort each had expended in creating a learning environment on its side of
the venture. Acquiring skills from a partner has little to do with deviousness. The degree of learning depends on
three things:

• The strategic intent  of each partner: Is the primary goal of collaboration simply to avoid investment and share
risk, or to acquire new skills?

• The transparency of each partner: Some partners are more open than others. To what extent can each partner
gain access to the core skills of the other? What steps does each firm take to limit its partner’s access to
proprietary capabilities?

• The receptivity of each partner: Some partners are more „sponge-like“ than others. How hard does each partner
work to learn from the other?



Strategic Intent: The Foundation for Learning

To learn from a collaborative venture, one must want to learn. In several of the alliances studied, partners
possessed very different ambitions with respect to learning. Often, one partner was intent on adding to its range
of competences by internalizing the skills of the other, while its opposite number was motivated only by the
desire to reduce investment and risk –  a motive we term „avoidance.“

A senior manager in an American company commented on their alliance with a Japanese firm: „We complement
each other well – our distribution capability and their manufacturing skill. I see no reason to invest up-stream if
we can find a secure source of product. This is a comfortable relationship for us.“

On the other side of the same relationship, a Japanese executive expressed a different point of view: „When it is
necessary to collaborate, I go to my employees and say, ‘This is bad. I wish we had these skills ourselves.
Collaboration is second-best. But I will feel worse if after four years you do not know how to do what our
partner knows how to do. We must digest the skills.“ With such an asymmetry in intent, it is not difficult to
predict which partner will capture the greatest internal gain. Where learning is one-sided, collaboration leads to
de facto divestment, whether intended or not.

The Dependency Spiral.  The ebb and flow of skills between partners determines, in part, the bargaining
power of each. The Japanese firms in the study best illustrated the underlying intent of competitive collaboration:
to steadily reduce dependence on one’s partner, while at the same time increasing the partner’s dependence on
oneself. For example, NEC, in its longstanding alliance with Honeywell, worked hard – and successfully – to
reverse initial patterns of dependence.

On the other hand, opting for avoidance and ignoring opportunities to learn leaves a partner with less and less to
contribute, thus deepening dependence. Once in this position, the weaker partner typically finds it necessary to
reveal more and more of its competences just to keep the other partner interested. This is the dependency spiral.

The Paradox of Convergent Intentions.  In all of this there is a paradox: Although a strong internalization
intent is necessary for the success of each partner, where both partners possess strong internalization intents,
disputes and distrust can threaten the survival of the partnership. It is not surprising that joint ventures between
Korean and Japanese firms have been few and tempestuous. Partnerships seem to run most smoothly when one
side possesses a strong internalization intent and the other an equally strong avoidance intent. This
complementarity of intents produces a placid relationship in which deepening dependence is masked by a patina
of cooperativeness.

It would be disheartening to believe that one partner must always give up more than it gains in competitive
collaboration – that only one partner can pursue internalization without threatening the survival of the
relationship. Though this is often the case, there are several situations under which mutual internal gain is
possible, at least for a time. Such mutual gain can occur where there is a long-term divergence in the competitive
goals of the partners – i.e., the goals of each partner allow for the continued prosperity of the other in the shared
business. There is a sharing of skills and resources, but the partners remain in different businesses: Each is
seeking to dominate a somewhat different product/market domain. Even here, tensions can arise when the
partners impose differing product development priorities on the alliance. Similarly, mutual gain is possible
where each partner recognizes that mutual dependence will be a long-term proposition – e.g., when dependency
may be critical to the survival of one or both partners.

In both of the above cases, each partner must also feel capable of learning from the other and able to limit its
partner’s access to skills regarded as proprietary. In the alliance between JVC and Thomson in video cassette
recorders, each firm knows that some of its skills are being absorbed by its partner, but since the two partners are
attempting to learn different things, and the transfer of skills is seen as a two-way process, there is a sense of
equitable gain or at least an equitable chance for gain. The competitive intent of each partner is known to the
other, but as long as each feels it is gaining as much as it is giving, the competitive dimension of the alliance
remains in the background.

Transparency: Limiting Access to Core Skills

It is useful to think of the interface between two partners as a membrane through which skills and capabilities are
transferred, both intentionally and unintentionally, across the boundary between the two organizations. The goal
is to maximize the effectiveness of intended skills transfers while minimizing unintended transfers. In areas
where the firm wishes to prevent skills from bleeding through to its partner, it must be able to build barriers to
encroachment. The dilemma in competitive collaboration is to share enough of one’s skills to create external
advantage, while at the same time preventing a once-and-for-all transfer of vital skills that would leave one at a
disadvantage within the partnership.

Transparent Technology.  Transparency – that is, the potential for internalization – is greatest when the
technology in question is easily transported (in the form of drawings, disks, or the knowledge of a few



employees), easily understood, and easily replicated in a different culture. For example, a highly complex skill
such as the manufacturing competence for which the Japanese are known is less transparent than most.

Specifying the Agreement’s Scope. There are several ways of reducing the likelihood of unintentional
skills transfer. One way of limiting transparency is to specify tightly the boundary of the agreement. A
collaborative agreement can be very narrowly drawn to cover, for example, a single technology, only part of a
product line, a limited number of markets, or a short period of time. The goal is to limit a partner’s opportunities
to learn.

Another reason for constraining the scope of an alliance is to limit relative dependence. For example, ICL relies
on the same partner – Fujitsu – for technology, products, and components in almost every one of its businesses:
mainframe computers, retail point-of-sale terminals and scanning lasers, semiconductors, magnetic disc drives,
and other peripheral equipment. While ICL is an important partner for Fujitsu in the United Kingdom and some
continental markets, Fujitsu also has other partners that provide it access to Europe. ICL is much more dependent
on Fujitsu than is Fujitsu on ICL. Dependency on any one partner can be limited by forming a number of
ventures with different partners rather than relying on a single partner for a broad range of inputs.

An agreement that allows for the transfer of technology bit by bit, rather than in one big lump, can also help to
limit transparency. The release of technology can be made contingent on a partner’s fulfillment of its obligations.
This is the approach Motorola is taking in its venture with Toshiba. Motorola hopes to use Toshiba’s distribution
capability to gain access to the Japanese semiconductor market. In return, Motorola will share its advanced
microprocessor technology. The agreement calls for Motorola to release technology in small doses, as Toshiba
delivers on its promise to increase Motorola’s penetration in Japan. The greater the market share Toshiba gains
for Motorola, the greater Toshiba’s access to its partner’s skills.

Serial and Parallel Partnerships.  Transparency is also influenced by whether the contributions of the
partners are made in serial or in parallel. A serial partnership is one in which the contributions of each partner
occur at different stages of the business system; for example, one partner contributes a product design and the
other manufacturing experience. In a serial partnership, there is a hand-off of work performed by one partner at
one stage to the other partner at the next stage. The contributions of the two partners can often be precisely
partitioned and the gateway made quite narrow.

A parallel alliance is one in which partners collaborate on the same value-creating activity – for example, joint
product development or joint operation of a manufacturing plant. When partners work in parallel, there is
generally more contact between employees with similar functional responsibilities, often at a single site.
Dialogue between the two partners is likely to be more extensive than in a serial partnership.

The Role of the Gatekeeper. A partnership should be thought of as a dynamic bargain. While the formal
agreement sets the broad parameters for skills exchange, what actually gets traded is defined day by day as
engineers, marketing staff, product developers, and others interact across the membrane. The job of limiting
transparency at the operating level belongs to gatekeepers, who control the information that flows to a partner
across the membrane. For example, a firm might establish a policy that all requests for information from a given
partner must be funneled through a single gatekeeper’s office, before being dis persed to the appropriate people
for response. Anyone with a gatekeeping role should be thoroughly briefed on what information can and cannot
be shared. However, not all requests for information can be anticipated. There is a need for a well defined
procedure for referring such requests to someone with an overall perspective on the relationship, who can make a
decision whether or not to release the desired information. Each employee involved in the alliance should know
what information he or she controls and what information requires clearance from above.

Physical Ways of Limiting Transparency. In many cases, managing transparency entails restricting a
partner’s access to facilities. Declaring a laboratory or plant off-limits or constructing false walls are typical
approaches. Another option is to set up a new facility, away from the existing facilities of both partners, in which
joint work can be carried out. Such physical separation – particularly in a specially designed secure facility –
allows much tighter control over what passes across the membrane.

Transparency and Development Pace. Perhaps paradoxically, partners who are market leaders have less
reason to be fearful of their own transparency than do their more dependent partners. Often the speed of the
leader’s development efforts simply overwhelms the absorptive capacity of their less-powerful partners. A
company with a more-or-less fixed stock of advantage should be more worried about transparency than a firm
capable of constantly generating new skills and capabilities.

It was surprising when, in a Euro-Japanese alliance, the Japanese partner expressed little concern about
transparency despite the fact that its partner had publicly expressed a desire to regain its independence. Further,
the European firm had recently managed to design a competing product with no direct help from its partner. Yet
the Japanese managers in the joint venture were sanguine: „After five years of effort they (the European partner)
have finally managed to design one product. But they need an entire product line. We develop a new model



every seven weeks. They can watch us, but they don’t have the people, the systems, or the worldwide scale to be
as fast in development as we are.“

To use an analogy from bicycle racing, you can only „draft“ behind the leader if the speed differential is not too
great. Or to state the converse: Sitting ducks make easy targets.

Monitoring Transparency.  Strategic alliances are put together by top management. CEOs and senior
managers from both sides spend weeks negotiating a deal before finally handing it over to lower-level employees
who are given responsibility for „making it work.“ But „making it work“ is often interpreted as avoiding
conflict. However, as far as top management is concerned, no news is not necessarily good news. The absence of
conflict at lower levels is not a good guide to the success of the relationship. The CEO or division executive
should expect to get an occasional complaint from his or her opposite number in the alliance over the
unwillingness of lower-level employees to share „vital“ information.

The desire for a stable and harmonious working environment on the part of operating employees can make it
difficult for them to protect key skills by saying „no“ or „I’ll have to check“ to a partner. Operating employees
should not carry the entire burden of limiting access. Senior managers must be willing to step in occasionally and
take responsibility for denying a partner’s request in order to preserve working relationships at the operating
level. Doing this requires a careful monitoring of what is actually being traded across the membrane. Operating
employees should be regularly debriefed as to what the partner is requesting and what is being shared.

Receptivity: Becoming More Absorptive

In areas where a firm seeks to learn from its partner, it must cultivate a high degree of receptivity. Receptivity
determines the extent of internalization, subject to a partner’s attempts to limit transparency. This research
suggests that a firm’s absorptive capacity depends on its desire to learn, its language and benchmarking skills,
and its ability to diffuse the information it gains appropriately.

Desire to Learn. In several instances in our study, the internalization goals of the alliance were very clear to
senior management, but lower-level employees had not been adequately briefed on what they were expected to
learn from the partner. In highly receptive firms, in contrast, employees had been well-briefed on the relative
strengths and weaknesses of the partner and understood what competence gaps the alliance was designed to fill
and how the acquisition of these skills would contribute to the firm’s overall strategy. In cases where the
strategic logic of the alliance was not carefully communicated, employees typically assumed a surrender or
avoidance intent, even if this was not senior management’s view. In receptive firms, in contrast, employees were
encouraged to view every interaction with the partner as an opportunity to measure its progress and capabilities.

One impediment to learning can be arrogance. Asked to comment on the perception that Japanese companies
learn more from their foreign partners than vice versa, a senior executive in a Japanese electronics firm
responded: „Our Western partners approach us with the attitude of teachers. We are quite happy with this
because we have the attitude of students.“

Our research suggests that this has been a familiar pattern in alliances between Japanese and American firms,
though it is beginning to change. Western firms that regard Japanese partners as mere „imitators“ worry about
transparency, but they do little to learn from their partners. They take on the risks of competitive collaboration
without extracting the benefits.

A notable exception to this pattern is General Motors’ venture with Toyota, New United Motor Manufacturing,
Inc., or NUMMI. GM has sent a procession of its best production managers through the NUMMI plant in
Fremont, California. The goal is simple: to internalize (and adapt) Toyota’s manufacturing techniques. Ford has
learned the same humble lesson.

Thousands of Ford employees have toured Mazda plants, and thousands more have seen videotapes of Mazda
production lines in action.

Language Skills.  Simply exhorting employees to learn is not enough. In a situation observed many times,
three or four American managers, none of whom spoke a foreign language, would sit across the table from a
dozen Japanese managers, most of whom were fluent in English. In such a situation it is evident that one side
will learn more than the other.

Access to factories and laboratories is worth little without an ability to interrogate employees independently.
What would be the attitude of Japanese firms toward collaboration with U.S. companies if every third American
manager possessed at least an elementary understanding of spoken Japanese, and if several hundred thousand
graduate science and business students in America were diligently studying Japanese? And what could American
firms learn from Japanese partners if such language skills really existed?



Benchmarking Skills.  Competitive collaboration provides an excellent opportunity for benchmarking; and
simply acquiring a new and more precise benchmark of a competitor/partner’s performance can be of great
value. A new benchmark often provokes a thorough review of current performance levels and may spur a round
of innovation as the firm seeks to match its partner’s performance.

Diffusion Within the Receptor Firm. Ultimately, what is learned about a partner must be communicated to
those in the receptor firm who can best use that information. The following sequence of events in one U.S.-
Japanese partnership provides an example of successful diffusion (details have been slightly dis guised). Both
partners were in the consumer electronics business and both had semiconductor divisions.

The consumer electronics division of the U.S. company needed a high-performance semiconductor device for a
new product and contracted with its sister division for the design and manufacture of the component. Nervous
over the delivery record of the division, it established a second-source agreement with a Japanese firm. The
semiconductor division in the Japanese firm then informed its sister division of the imminent launch of its
partner’s product. The result: Within six months the Japanese firm had introduced a machine that offered
precisely the same functionality as the American-designed product, relying on a chip design that just skirted
patent boundaries.

Conclusion

In summary, competitive collaboration can either enhance or destroy a firm’s independence and can either
enlarge or reduce its strategic options. In cases where we found an avoidance intent, low receptivity, and little
concern over transparency, collaboration still provided the firm with new opportunities for external gain (new
geographic markets, product line extensions, and expanded market share). However, with control over critical
skills passing to the faster-moving partner, these gains came at the cost of dependency and internal surrender.
The firm most capable of learning from its partners will be the firm that, ultimately, most enhances both its
strategic options and its strategic freedom.
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