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Abstract

This study will give insight on how the Cross-cultural training influences the learning process
within the International Joint Ventures. To realize the objective of this research the main
question was answered i.e given national cultural differences, how the cross cultural training
influence the learning process within IJ'Vs.

Both theoretical and empirical research was carried out. A detailed theoretical
background was introduced contacting relevant theories about the learning, cultures, strategic
alliances, joint ventures, distinction between national and organizational cul- tures and Hofstede
cultural dimensions were presented. A relation between the Cross cultural Training (CCT) and
learning determinants i.e trust and openness was provided. By the help of literature review
four prepositions were formulated describing the relation between the CCT, learning and
performance of the Joint Venture through a conceptual model.

The present study is the combination of case study and conducting interviews with five
companies to provide and insight on the relationship between the cross-cultural training and
the learning process within joint ventures i.e Shell and others. The data for case study and
other five interviewed companies provide primary conclusion and then compare with each
other for the final conclusion and answering the propositions.

The final conclusion of this research has shown that Cross-cultural training influence on
the learning process within IJV. However these influences are limited to the openness and not
apply to the trust among them. In additional the influence of the Cross-Cultural training on

improving the performance of the IJV was not determinant.

Keywords: Culture, Cultural distance, Cross-cultural training, Joint Venture, Learning,

Learning, Openness, Trust, Integration, Royal Dutch Shell.
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Chapter 1

INTRODUCTION

This chapter introduces the readers to the report by describing the background of the subject of
interest, problems within the context, objectives of the study, definition of the key concepts, and

structure of the report.

1.1 Background

During the past decade we have witnessed widespread use of strategic alliances across all types of
firms competing in every imaginable industry (Lei et al., 1997). Strategic Alliances are
emerging organizational designs which enable organizations to handle the complexity of
building and learning new sources of competitive advantage for global competition. A strategic
alliance can be thought of as the co-alignment of two or more firms.

In the late 1980s the strategic view of companies changed from focusing on protecting profits
from eroding through either competition or bargaining to the need for building collaborative
relationships externally with competitors, i.e., Cooptation, and or related stakeholders i.e.
pressure  groups, NGOs, customers, governments agencies, suppliers etc. This tendency
towards collaboration on the global level could be explained by a variety of factors including
the increasing need for a global scale and scope economies, distribution, efficiencies, increasing
costs, especially know how, innovation / R&D costs and the expansion of global standards. The
global managers and decision makers recognize the companies may no longer rely on their own
HR, financial or technological resources and capabilities, in order to response effectively to the
abrupt changes in the market place. Due to various factors, many organizations take the broader
perspective on building competitive advantage through several settings of inter firms/ cross
border collaborations.

The cooperative rather than competitive strategy between the firms is the attempt

by an organization to realize their objectives (Child et al., 2005).While some authors call it
the coo-petition and co-option (Doz and Hamel, 1998) are the alliances of competitors, i.e.,
cooperation and competition at the same time in different space (Meyer and Wit, 2004).

Parkhe (1998) used the notion of “Cooperate to compete! Is the cry of the embattled



Multinational Corporation™. It can offer significant advantages for the companies which are
lacking in particular resources, technologies and competencies to secure them through others
with relationship who possesses the required resources, skills and competencies, in falling with
them, through joint ventures, acquisitions and some time take over.

The overall objective of alliance partners is the pooling of resources to create value in such a
manner that an individual partner cannot achieve alone (Inkpen, 2003, p. 405). It is also not a
zero sum game but it benefits both sides and everyone in the alliance gain something, i.e., pareto
optimal and win-win.

It may also offer easier access to new markets and opportunities for mutual synergy

and learning on a continuous basis as result of exchanging their knowledge, experiences,
expertise and resources. International/ strategic alliances which are the results of the
partnerships between two or more firms across borders are the basic instrument for a cooperative
strategy in order to build and sustain global competitive advantages and achieve strategic goals
(Aaker, 2001, p. 277).

Depending on the perspective taken, there are different forms of alliances based on learning
relationships, such as cooperative strategies, i.e., joint ventures, collaboration, and consortia
depending on skills substitutions arrangements. There are also virtual cooperation and settings,
keiretsu and networks (Child et al., 2005). According to business dictionary Keiretsu is define as
financial and industrial cooperation through historical associations and cross-shareholdings. In a
Keiretsu each firm maintain its operational independence while retaining very close commercial
relationship with other in the group. (http://www .businessdictionary.com/definition/keiretsu.html)
Thus the mutual learning and developing competencies between the partners is one of the main
motives to form a joint venture across the borders.

But such learning from partners and developing competencies across borders is like

to drink soup with knife as some organization stumble on the way while other moves forwards
find it full of problems and hurdles. Culture (i.e. national, industry and organizational) is the
main factors which decide the failure and success of joint venture/organizations in diversified
settings. It is obvious that cultural differences arise from the differences in the cultures of
partners and this influences the learning process. According to previous studies the greater the
degree of differences between the partners culture the higher is the difficulty in learning. As big
differences in cultures creates culture gaps and “otherness”. Chakrabarti et al. (2009) narrates
the findings of Stahl and Voigt (2008), there is a negative impact of cultural differences on
socio cultural integration. A cultural and corporate difference among the partners in
international alliance leads to premature terminations of an alliance due to poor synergies

(Parkhe, 1998). There are also some close evidence of potential cultural gains from the cultural



disparity in the literature of international business and strategy (Chakrabarti et al.,2009).

Inkpen (1998) stated that bringing together different partners with different knowledge would
create good learning opportunities for each others. “Putting heads together” is the old notation

of decision making and planning processes.

1.2 Objective of the study

International joint ventures between culturally dissimilar countries are more likely to be
influenced by organizational and specific industry as well as by the national cultures of the
parent companies. This influence would include all aspects of the alliance framework, from the
initial conditions surroundings the IJV formation through the knowledge management and
learning process to the outcomes. Since learning is one of the main motives behind the formation
of the IJV, it depends on the longevity of the relationship between the partners, it is critical to the
alliance, from the very foundation of the IJV and the parents learn about and from each other in
the IJV itself.

The learning curve in managing cooperative strategies has two dimensions, i.e., how to manage
the relationship between the partners and how to transfer the learning (when it has been come
from the cooperation) effectively within the firm to add value and gain competitive edge through
production of better products, services, processes and knowledge and know how creation
(Westney, 1988). Of the two, it would seem that the later is much more under the influence of
the first one. The objective of this research is to analyse how and to what extent Cross- cultural
training influenced the learning process within the international joint venture, in various national
cultural differences. The focus will on both measuring the two concepts in this particular case

of strategic alliances, and on exploring and describing the relationship between the two.

1.3 Main questions

What is the influence of the Cross-cultural training on the learning process within
International Joint Ventures given the cultural differences?

It is suppose that there is a positive relation between the Cross-cultural training and learning

process in multi-cultures. Which can be tested by the following sub-questions as?



1.3.1 What are the national cultural differences and how it can be measured?

This answer this question I will be able to define the national cultural differences, which will
able me to use some solid indicators in which these differences are operationalzed, and can be

used them to measure the cultural differences in IJ'V.

1.3.2 What are the components of learning process?

The answer of this question will able me to find out the learning mechanism at various stages and

will indicate the most influential stage in the IJV

1.3.3 What is Cross-Cultural training? Whether it affects learning within the
ov?

This will be the focal point of this thesis. Here I will decide the existence of the relationship
between the learning and inter-cultural training. And if such relationship exist then what are the

result of this effect on realizing the learning objective of the IJV.
1.3.4 What is the influence of Inter-cultural training on learning pro- cess?

By handing this the direction of relations between Intercultural training and the learning process
will be explained and explored through the influence of intercultural training on the components

of the learning.

1.3.5 How the performance of the International Joint Venture is af- fected by

the Intercultural training?

The relation between Intercultural training and the performance of the IJV will be explored by
considering the relationship between the learning processes and performance that is occurring in
the International Joint Ventures. It should be note that here the performance means Cross-
cultural learning and reduce the otherness learning of partners.

Generally performance can be expressed as:
Performance (economic) = f(prices, costs, technology, operation, CCT....etc.)

It should be note that the performance measures using here is the learning process, which

results from the Cross-cultural training through openness and trust.

Performance (social)= f(Trust and Openness



1.5 Relevancy of the Research

Knowledge transfer and organizational learning in literature gives the feelings that it operates in
a unitary space, in which diversity in terms of culture, languages, value system, sexual
orientation, education and talent, age, gender and ethnic background are compressed into one
minor variable, which in most situation pushed into the side. Cultural differences are the main
factors, which ultimately influenced processes and performance of the joint ventures. Apart
from cultural differences other factors such as power distance, power distribution, control
mechanism, agreement type, the main motive behind the venture, internal strategies and
policies, intercultural sensitivity, learning/global mind set and cross cultural training can also
influenced.

This research provides an understanding of the joint venture structure, the flow of

resources and the necessary conditions affecting their success. However, learning and
acquisitions of new knowledge and skills are considered as main motive behind the Joint
Ventures formation. Mostly the literature over sighted the Influence of learning by existing
norms, assumptions and behaviours practiced by partners in forming the venture.

Some studies provide evidence that how cultural differences can influence alliance
performance (Morosini, 1998; Pothukuchi et al., 2002) while other show the knowledge
management creation and processes (Inkpen and Dinur, 1998; Grant, 1996; Nonaka and
Takeuchi, 1995; Spender, 1996), but they ignore the learning process. There are also studies
which negatively correlate the influence to the cultural dissim- ilarities on the ventures. It will
try in this study to show the relationship between cultural difference and the process of learning
within the Joint Venture. This will also try to find whether this influence is the same on all process
stages which will be explain in this research; i.e. when the relation is positive, negative or it
remains the same in the whole process.

It is hope that this study will also be beneficial for the leaders, managers and decision makers
working in global ventures. It will help them to understand the patterns of cultural differences
embodied in the alliance i.e. enhancing the global mindset, cultural sensitivity, and the reasons

that explain the success or failure of the learning objective of the joint venture.



1.5 Definition of the Key Concept
1.5.1 Joint Venture

There are several terms may be used to described joint venture, such as putting together a
portion of resources under a common legal entity, cooperative agreement between the firms,
partnering, etc. However, I use term Joint Venture in international context, i.e., International

Joint Venture (IJV) in this study, which can be described as follows:

* The involvement of inter-firm collaboration and have inputs from all parties and are defined
in terms of goals over a well-defined economic space (Buckley,

1996).

* A Joint Venture is said to international if at least one partner is form other country or Joint

Venture a significant level of operation in more than one country (Geringer and Hebert, 1989).

1.5.2 Culture

In this study the words Culture is inter changeably used at both the Organizational and national

culture of the partner firms which are entering in the Joint venture.

* Schein (2004) explain culture as a pattern of shared basic assumptions invented, discovered, or
developed by a given group as it learns to cope with its problems of external adaptation and
internal integration.

¢ Cultures as the collective programming of the mind which distinguishes the members of one

group or category of people from another (Hofstede, 2001, p.9-10).

1.5.3 Cultural Distance

* Cultural differences refers to the dissimilarity of partners nationality

(Kought and Singh, 1988).

* The researchers at the University of Uppsala-Sweden relate it to “psychic dis- tance” between
two countries. By “psychic distance” means that the degree to which a firm/partner is
uncertain of the characteristics of a foreign market due to differences in culture and language of

the home of the partner’s country dis- tance (Johanson and Vahlne, 1977).



1.5.4 Learning

The learning is used in broad context both at individual, group and organization level.

* “Learning occurs when we take effective action, and detect and correct error”

(Argyris, 1993)

1.5.5 Cross (Inter) Cultural Training

Here the word will be used inter changeably i.e. cross (inter) cultural training as i did not find
any significant differences between the two words. Cross Cultural training enhances the

flexibility, understanding and learning across cultures.

* Cross cultural training focusing on cross cultural skills need to work flexibly across the
international joint venture (Mead, 2005).

* Cross cultural training aiming three outcomes, i.e. teaches about the culture,adjust to

other cultures and job performance in other culture (Black and Mendenhall, 1990).

1.5.6 Trust

Trust is the main issue in every type of relationship, i.e., both in social and rational issues, Elster

(1998) call it "the cement of society’ and can be described as:

* Trust is willingness to rely on an exchange partner in who has confidence
(Moorman et al., 1992).

* Trust is a set of mutual expectations regarding each other’s behaviour and each actor’s
fulfilment of its perceived obligations (Thorelli, 1986).
* Inter-organizational trust exists when parent organization rely on partner’sreliability and integrity

(Morgan and Hunt, 1994).

1.5.7 Openness

Openness is a key factor in fostering organization cooperation and communication and describes

as:

e It is the degree to which the partner encourages to sharing information



(Kandemir and Hult, 2005).

 Slater and Narver (1995) explain that its openness which provide access to the information

source and enforcing the mechanism that facilitate the information sharing and offering

alternative meaning to information.

1.6 Structure of the research

The structure of this thesis is based on the four parts model which is presented by

Professor Falkenberg for carrying out a research as shown in Figure 1.1

Figure 1.1Research structure

Theoretical Perspectives
(Chapter-2)

2.1 Strategic Alliances

2.4 Joint Ventures

2.5 joint Ventures Motivation
theories

2.5.1 Transaction Cost Theory
2.5.2 Strategic Behavior

2.5.3 Organizational Learning
2.6 Culture

2.6.2 Cultural distance and
dimensions

Phenomenon
The influence of CCT on
learning

N

< >

N

Conclusion
Initial in Chapter 5
Overall conclusion

Chapter 6

The Reality Chapter 4
(1) Influence of Cross-cultural
training on learning in
* Royal Dutch Shell case study
* Five other companies
(2) Analysis of learning from
cross cultural training

Source: Falkenberg, (2008): Readings on Cultures and Ethics in Multinational Organization

As in the first box, I will represent and discuss the phenomena under investigation of why I
am taking this topic of interest in this thesis i.e. what is the main purpose of this study.
Why this topic is important and how I will analyze the case of interest in this paper. The
second box relates the relevant theoretical frame work, model and studies carried out to
analyze the subject of interest from various perspectives and make a good connection between
dependent and independent variables which affect each other relating to the relevant

theoretical frame work. The third box will relate and apply the said theoretical frame work on



the Case Study Company and other five organizations and will analyze the reality of how the
variables are correlated with each other. We have to discover what the main research method
of analysis would be.

Ultimately, the fourth part will present the findings, conclusions and recommendations
based on the facts and reality which is accessed from the theoretical perspective of the case

organization and the other five responses.
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Chapter 2

LITERATURE REVIEW

This chapter presents theories concerning joint venture, strategic alliances, culture and cultural
learning, organizational learning and explicit and implicit knowledge transfers in the contact of

organizational learning and training for better performance.

Table 2.1 List of theories in the study

Section | Number Theory Sub part of discussed theory

2.1 1 Strategic Alliances 2.1.1 Forms of Strategic Alliances

2.1.2 Strategic context

2.2 2 Joint Ventures 2.2.1 Motivation behind JV
2.2.1.1 Transaction Cost (TC)
2.2.1.2 Strategic behaviour

2.2.1.3 Organizational knowledge and learning

2.3 3 Culture 2.3.1 History of organizational and national culture

2.3.2 Cultural distance and five dimensions

2.4 4 Learning 2.4.1 Types of learning

2.4.2 organization as learning hunters

2.4.3 Organization learning or knowledge management

2.4.4 Knowledge and learning forms

2.4.5 Level and process of learning

2.4.6 Dimensions of learning
2.4.6.1 Learning and absorptive capacity
2.4.6.2 Partners/parents experience

2.4.6.3 Partner’s interactions

2.5 5 Cross-Cultural Training 2.5.1 Needs for Cross Cultural Training
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2.1 Strategic Alliances

Strategic alliances is a voluntary agreements between firms involving in exchange, sharing or
co-development of technologies, products, or services (Peng, 2009, p. 189). While Lasserre
(2003, p. 99) define alliance is the pooling and sharing of the capabilities between firms with
the view of enhancing their competitive advantages or creating new business without losing
their respective strategic autonomy. It strategically shares capabilities, resources, R&D,
manufacturing, or marketing for the long term competitiveness.

Hitt et al. (2001, p. 366) described strategic alliance as partnership between firms
Whereby their resources, capabilities, and competitive advantages and core competencies are
combine in such a way that it create and peruse mutual interest in their operations (i.e., esigning,
manufacturing, marketing, distribution). The main role of strategic alliance is leveraging of the

resources.
Strategic alliances link specific facets of business of two or more firms. The core link

is the trading partnership that enhances the effectiveness of competitive strategies of
participating firms providing for the mutually beneficial trade of technologies, skills, products
and services based upon them. Alliance ranging from arm’s length contract (local alliances) to
joint venture (global alliances) (Rangan and Yoshino, 1995, p. 05). Phan and Peridis (2000)
looks strategic alliances from the angle of trust and long term relationship, they argue that
long-term, trust-based relations entail highly relationship-specific investments in ventures that
cannot be fully specified in advance of their execution. The issue of the globalization and
internationalization is not new as some economic historian considers the world as more global
that at the end of the 19th century. They argue that some global powers such as Great Britain,
French and US were globalized due to their imperial and colonial effects and less barriers on
people, money and goods movement across borders. But the two world wars beside destruction
and catastrophes also offer the gifts of nationalism and protectionism due to which all business and
economic activities were remain fad and restricted. But the dawn of the 21th century once again
arise with the globalism and the concepts of borderless, free market and mono-cultural world
(i.e., standardization) despite cultural distances and diversities.

Drucker (1995) suggested that great change has been observed in the way business is carried

out due to fast growing relationships, based on partner- ship not on ownership. Firms enters
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into alliances with various objectives and goals depends on its strategic needs, including
reduction of risk, economies of scale, access to various markets and resources, the search for
legality (Contractor and Lorange, 1988; Harrigan, 1986, in Inkpen, 2000; Hennart, 1988; Kought,
1988) and inter organizational learning has become an important rationale for their creation
(Hamel, 1991; Kought, 1988; Lyles, 1988; Parkhe, 1991; Pucik, 1991).

Researchers agree that the important factor in the alliance growth is that alliances are the main
source of the knowledge creation and learning. As it provide a platform for organizational
learning, giving access to partner’sknowledge (Grant, 1996; Hamel, 1991; Khanna et al., 1998;
Kogut, 1998). In an IJV’s parents often seek to learn from one another, IJ'V learning from its
foreign parents is considered to be essential for its survival and, hence, the realization of the
parents’ strategic goals (Hennart, 1988; Parkhe, 1991; Inkpen and Beamish, 1997; Pearce and
Branyiczki, 1997,)

2.1.1 Various Forms of Agreements and Strategic Alliances

Hagedoorn (1990, 1993) describes firms undertake various agreement with different motives,
so these agreements are neither purely strategic nor cost economizing, as
they are hybrid in nature. While Child and Faulkner (1998) narrates the strategic agreements

and expansion for a single firm with respect to risk sharing.
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FIGURE 2.1: Modes of inter-firm cooperation and extent of internalization and inter-

dependence
Wholly owned subsidary Completely interdependent
Complete internationalization
A
EQUITY ARRANGEMNETS
Equity Joint Venture

e  Research cooperation

. Joint venture

Lesser equity arrangement
. Miniority holdings

e cross holdings

Increase interdependence
Increase internationalization

NON-EQUITY ARRANGMNETS
Joint R&D agreements

® Joint research pact A

e Joint development

agreemnet

Customer-Supplier relations

e R&D contract

e Co-production contracts

® Co-makership contract
Bilateral technology flows

e Cross licensing

e Technology sharing

e Mutual second sourcing

Unilateral technology flows
e Second sourcing

agreemnets
e Licensing
Spot-markets External Transactions
(arm length agreements) Independent organiozations

Source: Hagedoorn and Nurala, (1999, p-290)

There are various forms of inter firm organizational modes and their collaborations

with wide range of agreements, representing various degrees of inter-organizational
interdependency and internationalization levels (see Hagedoorn, 1990, for discussion). These
ranges from two extremes as at one extreme point there is wholly owned subsidiaries, which
represent completely interdependency between the firms and full internalization. While at the
other extreme spot-market transactions lies, where in totally independent firms engage in arm’s
length transactions in which either firm re- mains completely independent of the other and is
on daily and task to task basis. While in the middle of the extremes there are equity and non
equity arrangements (Narula and Hagedoorn, 1999; Aaker, 2005). It is easy to say that equity-
based agreements represent a higher level of internalization and inter-organizational

interdependence than non-equity agreements (Aaker, 2005, p. 207-8) consider the non
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equity arrangement as the informal arrangement of the Joint Venture which emphasis simply on
working together and allowing systems and organizational forms to emerge as the alliance
develops. There is clear evidence that over the past two decades there has been a growing use of
non-equity agreements. This trend is particularly noticeable within strategic technology
partnering. As Aaker (2005, p. 207) argues that if the arrangement is more informal there is high
degree of flexibility in implementation. With the problem of less strategic in nature due to
commitment and low exit barriers. On the other hand consider the equity joint venture as the
formal, comprehensive legal documents with unique risks (Aaker, 2005, p. 208)

Equity agreements tend to be much more complex forms to administer and control,
take longer to establish and dissolve (Harrigan, 1988). The reason is since there is always
wariness about the control, returns, and fair distribution in case of dissolvent.

But the issue of compatibility of the mode of the agreement and forms of the alliances are
always under debate among the researchers as with time and space the mode such as of the
arrangement and forms changes.
Globalization and internationalization effect the industry having short product life cycle i.e.
information technology. Along with increasing competition in the race to innovate, this has
tended to encourage firms to engage in contractual, non-equity arrangements.
Strategic technology partnering (STP) provides greater strategic flexibility, since firms need to
have quick responsesto changes in technologicalleadership (Osborn and Baughn,
1990). Globalization and internationalization has harmonization effects on the regulatory and
legal frameworks across various countries i.e. standardizations. As the pressures from micro
and mezzo institutions converge partners on specific law (see isomorphism for details). In some
instances this has occurred on a regional basis (mezzo level), such as within the EU, SAFTA,
NAFTA, SAARC, and ECD, while in others cases it has occurred on global basis (macro level)
through institutions such as the World Trade Organization (WTO) and the world Intellectual
Property
Organization (WIPO) (Narula and Hagedoorn, 1999). A large percentage of alliances tend to be
international in scope. Recent formation of alliances investigation is being under- way for a more
broader set of international collaborative arrangements (Hagedoorn,1993).

Another form of charactering the types of alliances is according to the motives behind
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the cooperative strategy. Two groups can be identified according to their, learning relationship
alliances (i.e. including joint ventures, collaborations and consortia) and skill-substitution
alliances where the most forms includes virtual corporation, keiretsu and networks. The
emphasis in this research is on the international joint ventures as learning alliances in order to
address the cultural influence on it (Child and Faulkner,1998).

Some joint ventures and alliances have innovation motives for its formation. But it involves
considerable risk due to the like hood of the information symmetry and moral hazards i.e. one firm
will learn more than the other within an agreement, and can pre- maturely terminate the
agreement (Narula and Hagedoorn, 1999). Which can results in loss of specific technological
assets to at least one partner due to assets specificity and lock in situation (Aaker, 2005). As it’s
generally occurs in the cross- border partnership due to problem in getting legal help for such
conditions. So firms in such situation chose the equity agreements with clear property rights
(Narula and Hagedoorn, 1999). So the development of supra national institutions (WTO, WIP,
OPEC etc) and their enforcement of policies across border make the non-equity agreements
feasible across borders (Narula and Hagedoorn, 1999).

Generally the learning and transferring ability of the companies varies according to
the organizational form of the alliance (Osborn and Baughn, 1990; (Narula and
Hagedoorn, 1999). Firms adopt selective forms of alliances depending on the objective and
industry. For research and R&D intensive activities non-equity agreements are more efficient as
they promote more negotiation and cooperation than equity agreements (Narula and Hagedoorn,
1999).But the equity agreements are more effective and efficient in the learning and

transferring of the tacit knowledge back to the parent firm i.e. such as market-specific
knowledge for entering into new market, or are engaged in production and research (Osborn and
Hagedoorn, 1997).

Narula and Hagedoorn (1999) in their study found that the choice of a particular mode of
cooperation varies with the industrial and technological demand. They also recommended that
equity mode is suitable for mature sectors while non equity is for the technological intensive
sectors.

2.1.2 Strategic Context

The alliance analysis is a deep understanding of the industry drivers and competitive forces
that forms the prevailing position of the partners and the challenges they confront. Lasserre
(2003, p. 104) explain three types of partnership corresponding to different strategic contexts

and needs, i.e., coalition, co-specialization and the learning alliance.
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Coalition analysis serves as a tool for the partners, where they are looking for the ddevelopment

of their market accessibility through coordination and geographical pooling of assets, to have

synergetic effects in their operations, i.e. to reduce cost or enhance capabilities/competitiveness

or integrating their product/services offering in order to gain the acceptability of their products

and services (Lasserre, 2003, p. 104).

Co-specialization serves the purpose of creating new products and R&D or increasing the

competitiveness through the assembly of relatively independent capabilities. It also serves the

purpose of synergy. On the learning side of the alliances, the basic mechanism is to transfer

valuable competencies, knowledge via technological know- how. In learning alliances the

partner also designing a system of co-learning and develop new competencies together.

TABLE 2.2: Alliances main objectives

Positioning

Resources

Assets

Capabilities
Economic Value

Coalition

Market reach

Competitive enhancement
Through cost reduction
Pooling of capabilities
Establish standards
Financing

Risk sharing

Distribution
Manufacturing
Services

Market Knowledge

Economies of scale
Economies of scope
Revenue increase

Co-specilization

Create new business

New product development
competitiveness through
specialization
Complementary strength
Complementary resources
Risk sharing

Complementarities of assets

Know how

Assets maximisation

Source: Adopted from Philippe Lasserre (2003, p. 105.)

2.2 Joint Ventures

Learning

Access to
technology

Research and
Financing

Access to tangible and
intangible asset

Technology
Improve quality
Skill development

Kought (1988) defined that joint venture occurs when two or more firms put together a portion

of their resources within a common legal entity. So an arrangement of joint venture is a

selection among best alternatives by which two or more firms can transact. So Joint venture theory
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narrates that why this mode of transaction is chosen over other alternatives as acquisition, supply
contract, licensing, or spot market purchases.

While Glaister & Buckley (1996) explain Joint ventures (JVs) as the involvement of inter-firm
collaboration have inputs from all parties and are defined in terms of goals over a well-defined
economic space he also explain the two main forms i.e. equity joint ventures (EJVs)

and non-equity joint ventures (NEJVs).

Cooperative arrangements between firms of different nationalities varies ac- cording to different
Purposes and encompass joint ventures, licensing agreements, supply agreements, marketing
agreements and variety of other arrangements (Contractor and Lorange, 1988, p. 5; Root, 1988,
p.69,) Joint venture can

be considered as the subset of cooperative activities. A Joint Venture is said

to international if at least one partner is form other country or Joint Venture a significant level

of operation in more than one country (Geringer and Hebert, 1989; Glaister and Buckley, 1994).

FIGURE 2.2: Varity of Strategic Alliances

Contractual (non-equity-based) alliances

Co- R &D  Trunkey Strategic Strategic Licensing Strategic Cross Joint

Market marketing contract project supplier distributer Franchising  investments Sharcholding venture Mergers

transaction | | | | | | | | L el
T | | | | | | I | acquisitions

( M&As)

Equity-based alliances

Source: Adopted from Peng (2009, P, 189)

Writers like Killing (1988, p. 56) consider EJVs as common and traditional mode

of joint ventures, results of joint forces of two or more partners in shape to totally new
incorporated entity with a specified and well defined equity position, responsibilities and rights,
share of dividends and representation on the director’s board.

On the other side, NEJ Vs are agreements between partners to co-operate in certain

agreed way without the creation of new entity/firms. Contractor and Lorange (1988) emphasise
on the clearly and well defines rules, formulas and distribution scheme is required to govern the
allocation of tasks, costs and revenues. With NEJVs, such as exploration consortia, research
partnership and co-production agreements the compensation to each firm is dependent on the
level of profits earned and there is at least a moderate degree of inter-organizational
dependence, as is the case with EJVs (Contractor and Lorange, 1988). All other types of co-

operative arrangements franchising and licensing, may be considered as contractual arrangements
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where compensation is not determined by profits earned and inter-organizational dependence is
low to negligible.

JV as co-operative business activities formed by two or more separate firms for

strategic purpose, which lead to creation of independent business entity and allocates ownership ,
operational responsibilities, and financial risks and rewards for each part- ner, while preserving
each partner unique and separate identity. This independent business entity can either be newly
formed or partners stake in the new business may vary, the partners are all considered owners or
parents of the new incorporated entity. They normally provide finances and resources, including
personnel, until the venture is able to function on its own. It is a general trend in the Joint
venture that it making a new company with self standing entity with separate aims, goals,

employees and resources (Faulkner, 1995).

2.2.1 Theories behind Motivation to Joint Venture

Kought (1988) explains three theoretical perspectives of Joint venture describing the motivation

and choice.

2.2.1.1 Transaction Cost Theory

This theory point out that how firms should engage and organize its activities with  others.
Simply stated, Williamson (1985) point out that how firms choose to

deal in reducing the various costs (i.e. production, transactions, etc.). Williamson narrates that
there is high transaction costs involved between arms-length parties as compare to bilateral
governance. As joint venture is bilateral governance so it straddles the border of two firms, and
different form the hierarchical agreements i.e. vertical integration. As two or more parties/firms
claim ownership and control rights over the use of the assets and residual values. Why firms
choose to share the ownership? It is clear form the argument to minimizing and managing the
un-related and time consuming activities and costs.

Transaction cost theory (TCT) both explain and differentiate the joint venture from the contracts,
and the best suitable condition for the joint venture. Joint ownership, mutual commitment and
relationship are the special characteristics of Joint ventures. Joint ventures are highly suited

from of agreements- governance for the high uncertainty and assets specificity situations. It is
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uncertainty over performance which plays a fundamental role in encouraging and making a joint
venture attractive over a contract.

A joint venture is a mechanism and governance form which addresses uncertainty in vertical and
horizontal chain, moral, transaction cost and problem of appropriable hazards, by creating a
superior monitoring mechanism and alignment of incentives and rent for the partners to reveal
information, share technologies, and guarantee performance.

Instrumentally achieving the alignment are the rules of sharing costs and/ or profits and the
mutual investment in dedicated assets (i.e., specialized assets).Thus, both parties affected by the
venture performance because of the mutual hostage position for the partners. As this is
analogous to the Game theory as both parties cooperate and have trade off of benefits i.e. Pareto
optimal situation.

In case of non-equity contracts one can also reduce the uncertainty and provide

similar incentives by written agreements and in a clear language and rules of specified profit
sharing, along with administration procedures for control and evaluation. But the joint venture
is differing from the non equity mode by not specifying the ex-ante performance and

behaviours.

A joint venture handle the issues of imitation, free ride of the brand, label or technological
advantage by a superior alignment of incentives through a mutual dedication of resources with
better monitoring capabilities through ownership control rights.

In short the critical job of a joint venture is to resolve high levels of uncertainty over the
behaviour of the contracting parties when the assets of one or both parties are specialized to the
transaction and the hazards of joint cooperation are outweighed by the higher production or

acquisition costs of 100 percent ownership (Kought, 1988).

2.2.1.2 Strategic Behaviour

There are various motivations to joint venture for strategic reasons. Transaction cost and
strategic behaviour theories are interchangeably used, rather their basic chemistry is different
from each other. Transaction cost theory emphasis on the transaction mode and minimization of
production and transaction costs. While Strategic behaviour ex- plains that firms transact for the
sake of profit maximization through improving a firm’s competitive position vis-a-vis rivals.

The theory of transaction cost is useful in analyzing problems in bilateral bargaining. But the
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decision of joint venture may stem from profit motivations and, in fact, may represent a more
costly, though more profitable, alternative to other choices. So, transaction costs focus on the
specific costs to a particular economic exchange, independent of the product market strategy.
While strategic behaviour focus how competitive positioning affect the firms asset’s value.
Potentially, every mode of vertical integration is suited to joint ventures, from tying downstream
distributors to depriving competitors of raw materials and to stabilizing oligopolistic
competition. Many joint ventures are, motivated by strategic behaviour to deter entry or erode
competitor’s positions. Vickers (1985) analyzes joint ventures in research as a way to deter
entry through pre-emptive patenting. In oligopolistic industries it might be optimal for the
industry if one of the firms invested in patentable research in order to forestall entry. But given
free-rider problems, incumbents would tend to under invest collectively in the absence of
collusion.

A strategic behaviour perspective of joint venture choice implies that the selection of partners is
made in the context of competitive edge. TC reflect minimizing costs, while strategic
behaviours predicts that joint venture partners will be chosen to improve the competitive
positioning of the parties, whether through collusion or through depriving competitors
(competition) of potentially valuable allies (cooptation). Thus, two important differences in the
implications of a transaction cost and strategic behaviour analysis are the identification of the

motives to cooperate and the selection of partners.

2.2.1.3 Organizational Knowledge and Learning

Transaction cost and strategic motivation seems to be the key drivers for the explanations and
providing economic and rational reasons for joint ventures.

There are, of course, other explanations outside of economic rationality (Kought, 1988). For
example, Cartwright and Cooper (1995) distinguished between economic (hard) and non
economic issue s (soft/mushy). American Sociologists like DiMaggio and Powell (1983)
depicture of mimetic processes of firms’ offers an interesting alternative point of view and relate
joint venture to a fashionable and trend setting pattern.

Organizations restructured themselves fallows similar organizations in their fields to be
successful or more legitimate. And the adoption of certain structural changes and models of
the universality of mimetic processes enhance efficiency (DiMaggio and Powell, 1983). So,
joint venture activity can be seen as a fashion, trend- setting or copying the successful practices

and strategies. Kought (1988) described a third rational side for joint ventures which sets on the
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learning capabilities rather than transaction cost or strategic behaviour motivations. This explains
that firms learn and retain their capabilities through Joint Ventures. The learning firms consist a
knowledge base what McKelvey (1983) calls comps’, which are not easily diffused across the
boundaries of the firm and need a carrier for the diffusion. So Joint ventures act as a vehicle for
the transferring of tacit knowledge (Polanyi, 1967). Other forms of transfer, such as through
licensing, are ruled out-not because of market failure or high transaction costs as defined by
Williamson and others, but rather because the very knowledge being transferred is
organizationally embedded.The perspective of knowledge and learning is identified with a
transaction costargument, although it is explained by the organizational and cognitive factors
rather than that of opportunism and hazard(s) (Kought, 1985). Tidd and Izumimoto (2002)
report that it is transaction cost which influence how external know-how should be acquired.
So explanations for joint ventures are a commonly embraced form of transaction cost theory
that implies the transfer of knowledge and know-how in market is buried under the information
asymmetries i.e. hazards of information without revealing its contents. This is as the transfer of
knowledge is expected at zero marginal cost.

Teece (1977) explain that due to communication problem of tacit knowledge the transfer to
technology bear non-trivial costs. It is hard to explain the reasons that why market should fails
due to opportunistic behaviour due to the tacity of knowledge. But Bidault and Cummings
(1994) explain that collaborations are the important medium for gain knowledge and decreasing
risks.

So Joint venture is a suitable form of governance not because of the tackiness of

knowledge as a cost stemming from opportunistic behaviours, but rather from the necessity of
replicating experiential knowledge which is not well understood, as tacit knowledge is
accumulated in the individual heads and property. Tacitness is an aspect of the capital stock of
knowledge within a firm. So a distinction should be made between the capitals specific to
organizations and individuals what Nelson and Winter (1982) calls Skills and routines.

For transactions which are the product of complex organizational routines, the transfer of know-
how can be severely impaired unless the organization is itself replicated. In this regards Joint
venture is the suitable form in case of when neither party owns each other’s technology and
knowledge. Nelson and Winter (1982) further argue that firm go for the joint venture option
because of retaining and remembering capabilities of organizing specific activities and benefiting

from partner s production modern techniques.
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Even if a supply agreement were to operate at lower production and transaction costs a firm
may choose a more costly joint venture in order to maintain the option, albeit at a cost, to
exploit the capability in the future. What drives the choice of joint ventures in this situation is
the difference in the value of options to exploit future opportunities across market, contractual,
and organizational modes of transacting. Thus, a joint venture is encouraged under two
conditions: one or both firms desire to acquire the other’s organizational knowhow; or one
firm wishes to maintain an organizational capability while benefitting from another firm’s
current knowledge or cost advantage. The three perspectives of transaction cost, strategic
behaviour, & organizational learning provide distinct, though at times, overlapping, explanations
for joint venture behaviour. Transaction cost analyzes joint ventures as an efficient solution to
the hazards of economic transactions. Strategic behaviour places joint ventures in the context of
competitive rivalry and collusive agreements to enhance market power. Finally, transfer or
organizational skills views joint ventures as a vehicle by which organizational knowledge is
exchanged and imitated though controlling and delimiting the process can be itself a cause of

instability.

2.3 Culture

International alliances offer wide range of opportunities, resources and benefits which are drawn
upon knowledge and capabilities and are uncontrollable or not available within the home or with
specific country (Sirmon and Lane, 2004).

Writers and researchers like Glaister and Buckley (1996); Inkpen and Dinur (1998); Lubatkin et
al. (2001); and Nummela (2003) explains and describe a wide array of benefits and advantages
of firms entering into strategic alliances, but beside these car- rots there are also some bitter
oranges in form of challenges and threats for international alliances and joint ventures. Several
researches and findings shows that differences in national culture can disrupt the learning and
celebrative arrangements between partners. However, IJVs also entail unique risks, owing to
the potential problems of cooperating with a partner from a different national culture Research
shown that cultural differences and distance can disrupt the learning and collaborative
arrangements in alliances (Parkhe, 1991; Lyles and Salk, 1996; Hennart and Zeng, 2002). The
cultural difference may create ambiguities in the relationship, which may lead to conflict and
even dissolution of the venture (Barkema et al., 1996; Shenkar and Zeira, 1992). Parkhe (1991)

find that global strategic alliances are highly unstable structures with the failure rate ranging from
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30% to 70% despite the strategic importance. And adoption of the local cultures always crate
additional burden for the multinational enterprises having operations in difference geo- graphic

areas (Schwartz, 1999).

In recent age of globalization and internationalization, effective international cooperation and
coordination is based on the effective communication and inter- cultural understanding and
learning. The practices and assumptions operating in one culture context cannot be taken for
granted in another, hence the urgent need to understand how different systems operate. The
concept of culture is particularly important when attempting to manage organization-wide

change. (Source: http://www.managementhelp.org).

Several definition are presented by various writers and authors in the literature on cultural
studies but in relations to this research and a business perspective, the focus is on two i.e. one
Schein and the new version of Kluckhohn by G. Hofstede. Schein (2004) defines culture as a
pattern of shared basic assumptions “invented, discovered, or developed by a given group as it
learns to cope with its problems of external adaptation and internal integration that have worked
well enough to be considered valid and therefore, to be taught to new members as the correct
way to perceive, think and feel in relation to those problems”. In this definition Schein concentrate
on the concept of group to formulate, distribute, teach and internalized its shared assumption to the
new members. In strategic alliance every member or partners consider others as new comers on
his behalf in to his own culture (if they are located culturally distant or different location) where
they tried to teach its own culture and learn the others. Here it seems as a paradoxical situation
as this process originates opportunities or threat in shape of conflict or coordination in the
learning process among partners.

Contending on the definition of culture, Kluckhohn as quoted by Hofstede provide

a unique version (Hofstede, 2001). Kluckhohn defines culture “as a way of thinking, feeling
and reacting, acquired artefacts, the essential transmitted mainly by symbols, constituting the
distinctive achievements of human groups including their embodiments in artefacts” (p. 9).
Kluckhohn explained further that the essential core of culture consists of traditional (historically
derived and selected) idea & especially their attached values. Hofstede extends the concept to
define culture as the collective programming of the mind which distinguishes members of one
group or category from another. As renowned researcher in this field, Hofstede mainly focuses

on the basic idea that culture is the learned, practiced and shared in the social collectives.
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Literature asserts of culture as being the interaction of people and their mutual believe, values
and practice systems. Falkenberg (2008) explains that all members of a specific culture have
internalized a common set of values both in written and unwritten forms and it differs from one

group of people to another.

We can say that culture is the interactive aggregate of common characteristic which influence
behaviours of certain group to its environment. Here the emphasis is on the two collectives i.e. the
organization in which people work for a common goal, share a common value system despite
some discrepancies, as each and every organization has its own culture and value sys- tem which
makes it different from others. In addition, societies are also the collative of humans and their
mutual interactions in which they live. So the two collectives seem to be the same but

there are some differences between organizational culture and societal i.e. for example, national
cultures. And it is also important to note that one should not mix up the culture with the identity.
As in some cases national cultures consist of many sub cultures and ethnicities with unique and
separate identity apart from the collective national culture i.e., in words of Swanberg (2004, p. 5)
supportive Organizational Culture: “One that has adapted varying personal and family nuances

evident in today’s workforce”.

2.3.1 Organizational and National Culture in light of theory and History

The discourse on organizations is laced with the analogies of a distinct biomorphic, socio-
morphic flavour. The biomorphic concept of organization’s consider that organization have a
specific purpose and survival goals (e.g Barnard 1938 and Rice 1963) which goes through
several life stages and cycles. While the scio/ anthro-morphic concept emphasis on the
organizations personality, needs and character (Rhenman, 1973,) or with typically human
cognitive processes.

There is an analogy that organizations are considered as societies within specific cultures
(Silverman, 1970, in Allaire and Firsirotu, 1984).

Number of writers used the notions of” little societies”for organizations as they consider
organizations as a social system equipped with social norms, values & structures. If the
organizations are miniature societies then they show the Properties of distinct cultures. The
personality of the individuals and members of the organizations expressed their uniqueness in
terms of culture differences (Eldridge and Crombie, 1974). Organizations have cultural

properties they breed meanings, values and belief system, nature legends (leaders), myths and
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stories and festooned with rites, ritual and ceremonies has gaining popularity.

Morosini (1998) describe culture as not to be viewed as individual characteristic, but rather as
a set of common theories or mental programmes that are shared by group of individuals and
pervasively influenced their behaviours. The organizational culture compose of a unique shared
value, belief and a unique perception and thinking system (Brown, 1995).This definition explain
that organizational culture is associated with work place and contract of employments which
may be short or longer in some cases. The organization has specific cultures and unique
identity from its establishments which effects its members in two ways i.e. allow

& constraints the actions of its members (Alvesson and Willmot, 2004). Thus the concept of
organizations as institution and its control mechanism directly come to one’s mind. And this
organizational control is achieved by designing and applying appropriate structures, procedures,
measures and targets through shared meaning, values, beliefs, ideas and symbols as targets.
Sociologists act to elide the distinction between the organizations and their institutional
environments by stressing the strong connection between processes occurring at societal (and
even transnational) levels and the structure and operation of individual organizations. While
some organizational sociologist focusing on the cultural cognitive aspect emphasising the extent
to which the modern organization is an institutionalized form. They also insist that rationalized
organizational practices are essentially cultural and are very much at the core of modern
culture precisely because modern culture is organized around instrumental rationality.

The movement of employees in organizations is dynamic process as they are entering and leaving
at continuous intervals. It can be stated that culture of organization effect the patterns of
employments (recruitment and selection processes), people (HR) career paths (promotion),
educational back ground and their standings in the society.

The culture of the organization may embrace them. It may reject them. But the practices, which
people have learned within the framework of a particular organizational culture, may be more
deeply embedded and shaped according to their national culture.

Organizations are system with goals (Parsons, 1960’), purpose (Barnard, 1938), needs
(Selznick, 1957, DiMaggio and Powell, 1983), in functional interactions with their own
environments. Therefore socio-cultural system does not conceived organization as a different
from its culture and society with some exceptions. Parsons (1960, p. 20) argues that
organization’s value system must be sub value system of the high order one, so organization is

always defined as a subsystem of a more comprehensive social system.
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Falkenberg (2008) point out that one group culture is different from other and sometime cultural
boundaries follows national culture, but not always. As group or organizational culture is the sub
culture of the national culture(s). Again using the notion of Falkenberg (2008) that different
cultures have different institutions and organizations, and there is a needs to learn about these
differences and must learn to work with them, otherwise it will be problematic for ones who does
not have the first hand knowledge and experience of other cultures and their institutions.
National culture is deeply in veins people and in their routines. It is the mental software or
programme which takes place during childhood, grow and reinforced during a lifetime while
living in a particular society (Child and Faulkner, 1998). That is why national cultures (other
country/ partner culture) become a significant important factor in joint ventures.

Cultural diversity and difference become apparent when two or more partners from different
cultures/ countries working in the joint venture and at the extreme it can be enigma of otherness. It
will be right to say that these other national cultures are acts like institutions for joint ventures
partners which converge two organizations- partners with different cultures at one point, as the
two organizations with different cultural background working together in joint venture are
exposed to same environmental conditions ac- quire a similar form of organizations which
human ecologists like Hawley (1968) call isomorphism. While DiMaggio and Powell (1983)
focusing on the Institutional isomorphism. As in words of North (1990) these institutions provide
the rules of the game by regulative, normative and cognitive pillars, where organizations acts like
players. For this reason national cultures become a particularly significant phenomenon in
alliances, which are transnational rather than domestic or country/company specific. The culture
diversity and otherness becomes apparent and prominent when two or more companies from

different countries/cultures work together in joint venture or alliance.

Cultural distances and diversity are the main cause in the interaction between companies (Lane
and Beamish, 1990) the greater the cultural distance the bigger are the differences in
organizational and administrative practices, employees perceptions and interpretation and various
approaches to strategic issues and handling strategic problems (Kought and Singh, 1988,
Schneider and De Meyer, 1991).

Here in case of international joint ventures, the concern is with the societal contexts of the culture.
The societal view is argued by the structuralists that structure creates cultures, while the

culturarists views that cultures create structure. It is a paradox situation as both have effect on
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each other; depend on the time, place and situation. As at the micro and some time at the macro
organizational level, organization creates structures and control, i.e., MNCs working in small
and inadequate institutions countries, but in the mezzo and macro level its culture (i.e.,
universal norms/ ethics) which creates structures. In international joint venture the cultural
variable is the partner’s national culture. National culture has great influence when companies
from different countries work together (Park and Ungson, 1997). Cultural differences are mainly
evident in the decision making, communication and management styles, strategic problems
solving approaches, interpretations and symbols used in the knowledge flow and in languages

(Fedor and Werther, 1996).

2.3.2 Cultural Distance and Dimensions

Most studies viewed cultural differences with respect to the level of cultural distances, diversity
and otherness between countries. In the language of mathematician and economists it is an
arithmetic computation of two countries or organizations cultural indices, while cultural
differences refers to the dissimilarity of partners nationality (Kought and Singh, 1988). While
the researchers at the University of Uppsala-Sweden relate it to somehow to “psychic distance”
between two countries. By “psychic distance” means that the degree to which a firm/partner is
uncertain of the characteristics of a foreign market due to differences in culture and language of
the home of the partner’s country distance (Johanson and Vahlne 1977). Kought and Singh
(1988) estimated national cultural distance as a composite index based on the deviation from
each of Hofstede (1995) national cultural dimensions i.e. Power distance, uncertainty avoidance,
masculinity/ femininity and individualism.

Cultural distance built on Hofstede five dimensions which is valuable, reliable and
applicable because Hofstede (1980) work is unique because it offers a mechanism whereby a
culture-value can be assigned to a particular group of people. This group is determined by a
geographical boundary. Although, I acknowledge there are various criticisms and drawbacks in
his model with respect to recent time. But it is still considered an authentic so I will use it in
this research as measure of cultural differences. The cultural five dimensions of Hofstede is
derived from the research project based on differences in national culture among matched samples
of business employs in various branches of IBM study, across more than 50 countries, as well as

a series of fallow up studies on other samples (Hofstede, 2001).
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Previous studies on the influence of cultural distance often used an aggregate measure based on
the four dimensions in Hofstede (1980): power distance, uncertainty avoidance, individualism,
and masculinity (Kought and Singh, 1988). Hofstede’s more recently developed fifth dimension,
long-term orientation (or Confucian dynamism) has received less attention, perhaps because
scores were available for only twenty-three countries (Hofstede 1991).

Where power distance (PDI) measures the degree to which people accept the unequal
distribution of power while working in the organizations. It also provides solutions to basic
problem of human inequality. Uncertainty avoidance (UAI) represents the degree to which
people tolerate uncertainty, ambiguity and unknown future’s solutions. Individualism versus
collectivism stands for the preferences, belongings and integration of people relating loosely
knit versus tightly knit social networks. Masculinity as opposed to femininity is related to the
emotional roles between men and women; it also represents the degree to which people prefer
values of success and competition over modesty and concern for others in the society. Hofstede
and Bond (1988) present the fifth dimension i.e. time orientation which was associated with the
future perspective based on the present efforts. These dimensions were as mentioned, built on
as a measure of cultural distance between countries since 1988. But Kought and Singh (1988)

focus on the country. Hofstede (2001) called distinct answers to same question.

Apart from the above five dimension presented by Hofstede several authors like Aberle et al.
(1950) speculated some problems of societies presents an extensive list of nine “functional
prerequisites of society” i.e. physical and social relation with environment, hierarchical role
differentiations, communication, shared knowledge and belief, common goals, normative and
regulative aspects for goal achievements, effective expressions, socialization and control
(Hofstede, 2001). As some of these dimensions are relatively relevant to the new and modern
organizations and societies, i.e. communications, shared knowledge, relation with environments,
normative and regulative aspects and control mechanism are backbone of technological and
modern organizations. But due to lack of empirical testing these dimensions are resting in the
cold corner, which need more research and empirical support. The present research builds on
Hofstede five dimensions, including long-term orientation representing cultural distance, which
will allow for the comparison of different cultures in a quantifiable way addressing both the

extent and respect of culture which makes them different from others.
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2.4 Learning

Learning occurs when we detect and correct error. Error is any mismatch between what we
intended an action to produce and what actually happens when we implement the action. It is a
mismatch between intentions and results. Learning also occurs when we produce a match
between intentions and results for the first time. Learning is also an action concept. Learning is
not simply having a new insight or a new idea. Learning occurs when we take effective action,

when we detect and correct error (Argyris, 1993).

2.4.1 Types of learning

Distinctions should be made between individual and organizational learning. Individual
learning is important for organization, but we cannot say that the sum of individual learning is
organizational learning. Organization unlike individuals, develop and maintain learning systems
that both influence their immediate members, and then transmitted to others through organization
histories and norms (Lawrence and Dyer,1983; Martin, 1982°. Although individual learning is
the foundation for understanding of the organization learning process (Nonaka, 1994).

Hedberg (1981) states that “organizational learning occurs through individuals, it will be
wrong to conclude that organizational learning is the cumulative result of individual member
learning”. Organizations do not possess brains like individuals but they have cognitive systems
and memories. As individuals develop their single personalities, habits, and beliefs over time,
but organizations develop world views and ideologies. Members and leadership changes on
continuous basis in organizations but organization memories preserve the system of behaviours,
maps, values and norms overtime. Furthermore, organizations represent patterns

of interactions among individuals that endure even when individuals leave (Hedberg,1981;
Weick, 1979)

Individual learning theory deals with repetition of speech and skills which does not describe the
organizational learning. Learning charge and enables organizations to build an understanding
and interpretation of their both internal and external environments and to begin to assess and
formulate feasible strategies (Daft and Weick,1984). It results in associations, cognitive

systems, and memories that are developed and shared by members of the organization .
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TABLE 2.3: Learning in Organizations

| Level | Process | Outcome
Individual Interpreting Schema, cognitive map
Group Integrating Shared belief structures
Organization | Institutionalizing | Structure, systems, organization context

Source: Adopted from Inkpen and Croosan (1995, p. 598)

2.4.2 Organizations as Learning Hunters

Due to the rapidly changing technological, social, political, economic and environmental factors,
organizations no matter how they were successful in the past bowed on knees and need to
engage in continuous learning (what Imai (1986) call Kaizen) for their survival and growth or
and trying to close to Fat Cats beyond borders. Scholars and writers from different areas and
disciplines agreed and converge on the importance of issue of organizational learning over
decade because of their importance as it provide a launching pad for exploring and seeking the
dynamics of organizational perception, change and improvement. But they are still divergent on
specific areas. Simon (1969) defined organizational learning as the growing insights and
successful arrangements of organizational problems by individuals reflected in the structural
elements and outcomes of the organization itself.

The organizational learning theory was proposed by the American organizational

behaviours scientist Argyris and Schon (1978, 1990; for details see single-loop and double-
loop learning). Fiol and Lyles (1985) define Organizational learning as a pro- cess of improving

actions through better knowledge and understanding.

The 1990s witnessed a rebirth of interest as the role of both knowledge and learning and their
impact on the organization emerged as a significant area of study (Robey et al., 2000;
Berrel et al., 2002). The shift from agricultural to industrial, ser- vices and now to knowledge
based economy is prominent. The current renaissance is obvious in the creation of a journal
about organizational learning (The Learning Organization) as well as in the devotion of special
issues of several journals to the topics in several literatures (Robey et al., 2000). Organizational
learning is multifaceted and diversified as Dodgson (1993) relate it to the generic nature,

showing it to be a focus in scholarly fields as diverse as psychology, economics, and
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organizational science (Robey et al., 2000).

Different researchers applied and used the concept of organizational learning to different
domains (Crossan et al., 1999). Because of its diversified nature origins and meaning and
unlikeness of shared meaning. So it is problematic to come with a specific definition of
organizational learning due to various phrases than organizational learning and to distinguish the
consequences of organizational learning from the learning process (Robey et al., 2000)). At one
side Argyris and Schon (1978), Fiol& Lyles(1985) relates the learning and its contribution to
enhance organizational effectiveness. While on the other hand Huber (1991) defined
organizational learning as a change in the behaviours of an organization. Which may or may not
contribute to enhanced effectiveness. For Huber (1991), an organization may acquire the
knowledge needed to perform differently without actually demonstrating that potential. Garvin
(1993) relates organizational learning to the processing and acquisition of knowledge and
improvement of results while Huber (1991) connects it with the dissemination and interpretation
of information. It is clearly valuable to examine both the consequences of learning and the
processes that produce those consequences, and definitions of organizational learning tend

to emphasize either one or the other. Itdepends on the researcher’s perception and needs to
identify their own conceptual foundations and assumptions about organizational learning.

The organizational learning is a hot issue and appearing frequently in the international
business literature, in particular with respect of International joint ventures and strategic
alliances. Due to abrupt and rapid changes in both internal and external environmental forces of
the organizations compelling organization to increase their learning capabilities and know-how,
i.e., both from the past, follow present trends and making future strategies.

Economic historian valued learning in the development of new industries and technologies, formal
research and R&D as institutionalized learning mechanism. In the present industrial economist
relate learning with productivity and industrial structures. While some researcher describe close
relationship between learning and innovation with the future trend (Imai et al., 1985). As
internal forces originates from the belief that organization learning is a source of achieving,
developing and sustaining competitive advantages in shape of knowhow, both material and
human resources, innovations and capabilities etc. While the external factors stems from the
technological, socio- economic and political forces influencing the business and organization
structures and creating faster needs for learning and from increasingly complex technology that

creates need for knowledge-based organization form (Schein, 1993).
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Organizational learning not only restrict to the invention of new forms, innovation and R&D but
they also adopt and diffused to other related and relevant businesses and parts of the
organization and to other organizations in a given industry (Schein,1997). The strategic benefit
of the alliance and joint venture is the opportunity to learn from the partner in the relationship, as
basic motive of alliance and joint ventures is to gain and learning from partners, without a
specific strategic/business motive no one fall in ventures and alliances. Alliance is a sort of
acknowledgement that partners has useful knowledge and this knowledge has to be shared and
learned. Dodgson (1993) consider organizational learning as mimetic and fashionable term as
learning organizations gaining popularity in large organizations as they attempt to develop a

structure and system which is highly adoptable and responsive to changes on continuous basis.

2.4.3 Organizational Learning and/or Knowledge Management

The two terms Organizational learning and knowledge management are closely related and
interchangeably used in recent business environments and associated with the competitive
advantage and future strategies to learn faster than competitors (Vera and Crossan, 2003).
It is problematic to separately discuss the two terms, several searchers Nonaka and Takeuchi

(1995) make distinguish between the two with a bit confusing language.

Organizational learning is define as the process of change in individual and shared thought and
action, which is affected by and embedded by in the institution of the organization (Smith and
Lyles, 2003, p. 123). Crossan et al. (1999) and Walsh and Rivera (1991) explain that
organizational learning occurs when both individual and group learning become deeply diffused
in daily tasks and institutionalized , knowledge is embedded in routines, systems, structure,
culture and strategy. Argyris and Schon (1978) explain in their famous single loop and double
loop model that organizations learns through their members as they are acting like agents. They
explain individual level error detection and correction. While Argyris (1993) explain that
learning occurs when we take effective action, when we detect and correct error. Garvin (1993)
relates the organizational learning to the processing and acquisition of knowledge and
improvements. So organizational learning can be related to the learning behaviours in the
organization. By this we can say that organization itself learns as an independent organism.

By describing the organizational learning one should also note the importance of learning
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organization.

Where Senge (1990) describe learning organization as a place where people expand

their result oriented capacity what they really want, where pattern of thinking and formulation is
broaden and mature over time, where collective aspirations free and members learn on continuous
basis. Polanyi (1967) consider knowledge as dynamics, as argued that knowledge is an activity,
which could be better describe as a process of knowing. Knowledge management is define by van
der Spek and Spijkervet (1997) as an explicit control and management of knowledge within an
organization aimed at achieving its company objectives.

Knowledge is a fluid mix of framed experience, values, contextual information, and

expert insight that provides a framework for evaluating and incorporating new

experiences and information. It originates and is applied in the minds of knower. In organizations,
it often becomes embedded not only in documents or repositories but also in organizational

routines, processes, practices, and norms (Davenport and Prusak, 1998).

2.4.4 Knowledge and Learning Forms

Last decades were witness for the formation of strategic alliances. Drucker (1995) ex- plain
these changes in the mode of business as organizations relationships in recent times as these
relationship and businesses are based on partnership not on ownership alone due to certain
strategic objectives. Which Contractor and Lorange (1988); Harrigan (1986); Hennart (1988);
and Kought (1988) relates with sharing of risk, economies of scale, access to markets, segments
and new geographic areas, and to gain legitimacy.

Researchers also consider alliance as a vital factor for the organizational learning

by giving firms access to the knowledge of their partners (Grant, 1996; Hamel, 1991; Khanna et
al., 1998; Kought, 1988). Through mutual execution of the alliance tasks, interdependence,
problem solving, and observations of alliance activities and outcomes, firms can learn from their
partners. The formation of an alliance reduces the risk of scattering the knowledge and its
disbursement (Powell, 1987). Thus, alliances provide an ideal platform for learning.
Organizations are brought together because of diversities in skills, techniques, knowledge,
knowhow, and strategic complementarily. The differences in skills and knowledge are the
compelling force for learning by the alliance parents (Inkpen, 2000).

So organizational learning occurs when knowledge is shared, processed and analyse the potential

behaviour of the partners increases (Huber, 1991).
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Organizational learning is opposed by the individual learning, as organizational learning is the
collective learning behaviour of the individuals, which is transformed from individuals
(Spender, 1996). As the organizational knowledge is the transformed form of the individuals-
human knowledge. Individual or human knowledge can be existing in explicit or implicit (tacit)
forms. Nonaka and Takeuchi (1995, p. 58) related Knowledge Acquisition, Learning and IJV's
Knowledge to human action. As they argue that it is individual who create knowledge, but
organizations can create a context for individuals to create and amplify knowledge.

Nonaka (1994) and Nonaka and Takeuchi (1995) describe two types of knowledge which is
acquired from a foreign parent i.e. explicit or tacit in nature, which is embedded into the [JV
organization through process of socialization, internalization, and by combining different types
of explicit knowledge to create new knowledge that is useful in the IJ'V context. Polanyi (1967)
describes that explicit knowledge can be articulated and specified both verbally or in writing,
while tacit is unarticulated, intuitive and non verbalized.But Cook and Brown (1999) reported
that explicit and tactic knowledge are is notenough to understand the knowledge, so knowing is
also important, due the fact that it is posses by the people but knowing is not possession

of anyone but about the practice & social interactions in real & physical world.

Nonaka and Takeuchi (1995) describes four modes of knowledge conversions from tacit to tacit
(i.e. socialization), from tacit to explicit (externalization), from explicit to explicit combination)
and from explicit to tacit (internalization).

Human knowledge exists in three different forms due to three factors. First, there is
modifiability and mechanism for transferring knowledge. Unlike explicit which can be codified,
articulated, abstracted formulated and transfer across different time & space independently
knowing the subjects, the transfer of tacit knowledge requires close interaction and level of
trust and relationship as tacit knowledge is essentially personal in nature and is therefore
difficult to extract from the heads of individuals (Sanchez, 2000). The second difference is in
the acquisition and accumulation of the two knowledge i.e. explicit knowledge can be
generated through logical deduction, arguments which are acquired by the formal study while
tacit knowledge can be acquired through practical experiences and demonstrations in a real
situations i.e. learning by doing and acting, which can be best accomplished by the transfer of
people as “knowledge carriers” from one part of an organization to another.

Further Sanchez (2000) point out that learning in an organization occurs when individuals come

together under circumstances that encourage them to share their ideas and (hopefully) to develop
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new insights together that will lead to the creation of new knowledge. Thirdly the two forms of
knowledge are different in their aggregation and appropriations as explicit can be aggregated at
one place and location stored in objective forms and appropriated without the participation of the
knowing subject. While the tacit knowledge is personal in nature and cannot be easily aggregated,
it is distributive. It need full involvement and cooperation of the owing subject for its realization.
As the problem and difficulties are obvious form the tacit knowledge utilization effectively and
efficiently which is also explained by several researchers like Nonaka and Takeuchi (1995) that
is a key challenge for the organization is the conversion of tacit knowledge to explicit as tacit
knowledge is hidden in individual heads and it is personal in nature and has no or little value
until it can be converted into explicit that organization members share codified according to the
organizational needs and embedded in the veins of organizational structure for short and long
term benefits.

TABLE 2.4: Basic Beliefs in Tacit versus Explicit Knowledge Management Approaches

| Tacit Knowledge Approach | Explicit Knowledge Approach ‘

Tacit in nature knowledge is personal in
nature and very difficult to extract from

people

Knowledge can be articulated and codified
to create explicit knowledge assets.

Knowledge must be transferred by moving
people within or between organizations.
People knowledge carriers

Knowledge can be disseminated (using
information technologies/system) in the
form of documents, drawings, best
practices, procedures, manuals etc., i.e.,
transfer through education

Learning must be encouraged by bringing
the right people together under the right
circumstances

Learning can be designed to remedy
knowledge deficiencies through structured,
managed, scientific processes.

Attainable through imitation

Attainable through study

Tacit is unarticulated, intuitive and none
verbalized

Specified both verbally or in writing

Invisible Knowledge

Visible knowledge

Organizations are different in their needs, views and importance of different types

of knowledge and their ability and capacity to transform and transmit knowledge across

organizations. Nonaka and Toyama (2003) consider knowledge creation

as a dialectical process in which various contradictions are synthesized through dynamic

interactions among individuals, the organization, and the environment. While Tushman and
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Scanlon (1981) consider it knowledge creation and learning as a multi stage process. After
careful cost and benefit analysis of partner and evaluation a formal joint ventures between
two or more partners / parties begins. The second stage is the transformation of knowledge
between the partners and to the joint venture. The third stage is the basic stage in the joint
venture in which generally inter-organizational knowledge creation and learning process take
place within the alliances and which is the area of my interest here in this research. It should
also be note that learning process and knowledge transfer is a two way effect which can we
relate to the Pareto optimality as both partners benefits from it, it is not a zero sum game, but
win-win situation for all.

Badaracco (1991, p. 33-38) pointed out that knowledge is migratory, it moves readily

& fast across the national boundaries, while powerful forces and sources

accelerated the pace of the migration. But for such knowledge migration four conditions

must be satisfied as:

1. Clarity of articulated knowledge.
2. Capability and technicality of receiver to understand.
3. Receivers must have sufficient motivation and incentive.

4. No barrier stops them.

Badaracco (1991) further identified that explicit knowledge is moving and transfer quickly,
because it can be packaged in formula, procedure, design, manual or book. Since such
knowledge unlike physical good and machines exist in various directions at the same time
and can be extracted easily. On the other side implicit knowledge is stored in the individual
mind and they take it with them when they move from one job to another or from one
geographic area to another (i.e., from one country to another). So the implicit knowledge is

embedded in routine and daily activities of organizations

and through joint venture the partners can get access to this unfold source of knowledge. In

recent era this practice accelerated dramatically.
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2.4.5 Level and process of learning and Culture

Pawlowsky (2001) make a good point that culture has roots in the interpretative approach to
the human behaviours and rest on notion that organization members create a physical
construct. Cook and Yanow (1993) describe organizational learning in cultural perspective.
They relate the cultural perspective to the learning at the collective level. There are three
levels of organizational learning, individual level learning, group level learning and
organizational level learning. My emphasis is here on the organizational level learning, it
occurs when know how is acquires through collective activities and collective construction of
social reality.

Inkpen and Dinur (1998) explain that generally the knowledge moves upward in
organizations and step wise process starts from the individual level moves to group level and
at the top moves to the firm or organizational level.

Organization is repositories of knowledge. But how do organizations get this knowledge.
The question arises since they do not have brains and cannot create knowledge by
themselves (Fiol and Lyles, 1985). So 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 (Nonaka, 1994). As knowledge is transformed from an
individual to a collective state, organizational knowledge is created (Nonaka and Takeuchi,
1995). This transformation occurs in a dynamic process involving various organizational
levels and carriers of knowledge.

At the individual level, the critical process is interpreting and sense making; at the group level
it is integrating; and at the organization level it is integrating and institutionalizing (Inkpen
and Croosan, 1995).

Nonaka (1994) developed the concept of a spiral of knowledge creation where the
knowledge moves from down to upward i.e from individual to group and then at the up top to
organizational level. As the knowledge spirals upward in the organization, it may be enriched

and amplified as individuals interact with each other and with their organizations.

As mentioned before that initiating knowledge and learning in organization occurs through
individual interactions. Which give birth to group and group level learning, and groups
interacting and sharing knowledge leads to organizational knowledge. The same three levels

in organizations as mentioned in Table 2.3 interacts with each other and in internationals
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joint ventures, and leads to inter-organizational learning (Tiemessen et al., 1997).

Central to organizational learning are the process of learning that occurs in each

and every organization. At individual level learning involves the intuitions, cognition and
interpreting and sense making (Cook and Yanow, 1993). Intuition is the subconscious
process of creating individual knowledge i.e. tacit knowledge and interpreting is the conscious
process of giving and attaching meaning to specific events, tasks, set of behaviours,
perceptions and data. It is the process of converting the individual think- ing and intuition in
to some meaningful and logical form which Nonaka (1994) relates with the conversion of tacit
knowledge into explicit.

At group level learning involves integrating i.e process of combining, pooling, com-

paring and resolving individual views into share and mutual understanding, which Schrader
(1991) relate with the process of trading and comparing information. While at the
organizational level learning involves integrating and institutionalizing the pro- cess of
observing and incorporating new knowledge, procedures, structures, skills, strategies into the
organization system i.e IJV of my interest.

With the passage of time and changes in processes, technologies, taste and market demands
knowledge in hand and memories of organizations, the firm change its behaviours in
responses to short term feedback from the environmental. And the addition of new things and
processes and shortness of organization memories and transience of individuals the already
organizational knowledge become fad and depreciates like individuals. But organizations
develop world views and ideologies.

As discuss earlier that organizational learning is the accumulation of the individual learning and
individuals exhibits forgetting, but the notion of organizations forgetting is little bit blurred and
different, as organizations are a big system of sharing and coordination. Organizations have
structures, routines, databases and information systems that arguably serve to capture
knowledge. But the organizations have also features of turnover which make it hard to retain
organizational knowledge (Argote, 1999).

But Klein (1988) explain that members and employees leave and join the organizations at
regular intervals, leadership and managements changes over time but organizations’ bond
keep the certain behaviours, mental maps, practices, norms, and values over time in
organization’s memories. But it also true that all members or leadership does not leave the
organization at once and also there is a valid proof that some knowledge transfer between

individuals, group and also at organizational level.
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Organization’s culture, strategy, structure and the environment enhances the learning

process and helping organizations to keep the learning and knowledge in memories. Which
embedded in the structures, procedures, systems as a part of organization’s memory? To
proceeds further a framework for learning process created as given in Figure 2.3 & Table 2.5

FIGURE 2.3: Learning Process

Transferring & receiving Transferring & receiving

of Tacit & Explicit of Tacit & Explicit

Knowledge at three levels knowledge at three levels.
Learning in IJV

Note: One should also note that like individuals, organizations also acts like individuals although

with some properties of tacit knowledge, it is a combination of individuals, group and processes.
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TABLE 2.5: Framework of learning within [JV

Fragmented stages pooled Stage Synergetic stage \
Individual /Individual (org) Group Integration Organization

Institutionalizing
Cognitive Map & interpretations

> 1+1=3 >

Intuitions,
Tacit Knowledge Explicit to Implicit
Cultural Cognitive Pillar of Scott.
(Culturally supported common belief & shared

logic ofaction)
\ Correcive Isomorphism. /

In the first part of the framework there are two mutual relationships i.e. intra partner and inter
partner and Joint Venture for the learning process in the Joint venture i.e. two way process of
sharing and learning. The second part shows the learning process and its development in the
Joint Venture. It is suggest that the process of knowledge creation and learning starts when
the partners enter formally and informally enter in to mutual relationship, i.e., joint Venture.
When there is a good match of industry based resource based and Institutional based
considerations. When the knowledge, knowhow and complementary resources transfer from
two parents, i.e., partners to the Joint-Ventura. In the initial phase the knowledge is in raw
form and more tacit in nature as it is basically possess by the individuals and personal i.e.
individuals and individual organizations. This is the start of the point where the partner
organization member interact each other for the acquisition of the knowledge and processes
and adapt to their existing pool of knowledge. At the initial stage the knowledge learned is tacit
and deeply rooted in the individuals and individual organizations values, belief system,
cognitive maps and perceptions and expectations of the newly formed venture. After when the
Joint Venture is formed the tendency of the knowledge development is from individual to
group as organization is the sum of individuals and its knowledge outlay is more than that. As
the individual interact and integrate in the group through a system of integration, coordination
and communication they develop the individual learning needs to happen among the group for
the organizational learning.

These interactions are described as learning within the group and the organizational

knowledge is the sum of the individual’s knowledge obtained by the individual though
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continuous interactions, integration and communication within the group. As discuss before
the group knowledge is the combination of both tacit and explicit knowledge. When the
individuals interact at individual and groups’ levels success- fully and the Joint venture get
the recognition and identity as a new entity over time some learning will take place. Many
theorists’ explain that organizational knowledge is arises from both individual and group
knowledge, but the there is also crucial role of the organization as well described by Argyris
and Schon (1978) and Weick (1979). So it the organization which provides the place and
facilitates the process from which tacit knowledge is transferred in to explicit knowledge. As
the newly formed entity i.e. Joint Venture where two cultures blinds converges into one and a
sort of corrective isomorphism. Ostroff and Kozlowski (1992) call socialization.

Here this newly established organization also act as an institution which constraints and allow

the organization i.e. two way action of the organization.

It is suggest that culture has strong impact on the learning process at all three levels. My main
focus as described before is on organization and inters organizational levels i.e. on the Joint
Ventures. 1 will focus on the cultural impacts on the organization. It is a fact that the most
important factor which influences the learning process and knowledge absorbing is cultural
distance.

When two or more organizations make a joint venture the knowledge, knowhow

and interpreting are lying in the processes, procedures and system which Hofstede called the
mental programming mind set of the organizations. This is embedded in the employees
thinking, shared value, solution to problems and contingencies, style of work all of which are
highly influential in shaping the hard factors (i.e. structures, systems and procedures) in the
effectiveness of implementing this knowledge, i.e., shaping of hard side from the soft one.
When the two partner’s cultures are brought together under the umbrella of joint venture, it
can be a potential source of learning or could be starting point of conflicts. Horwitz et al.
(2002) consider cultural compatibility as a greatest barrier to successful partnership
integration. While Child and Faulkner (1998) relate culture with the potential barrier to
cooperation while at the same time an opportunity of learning for the partners. It seems that
cultures is acting like a double edge sword as at one side it restrict while on the other side it
provide potential opportunity for learning. I think that culture differences can be a barrier or
a resources show that cultures distance it- self does not decide the failure or the success within
joint venture. But there are other factors and dimensions which shape the learning process in

the joint venture. Those dimensions are affected by both cultural differences and other
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factors, i.e., situation, partners relations, partners expectations, strategic goals, time etc which

leading to effective learning and vice versa.

2.4.6 Dimensions of learning process

Inkpen (1995) and Child (2001) described organizational dimensions for the learning process

as: a) learning capacity, b) parent experience, ¢) partner interactions

2.4.6.1 The learning and absorptive Capacity

It is the ability of the firm to find and absorb the new knowledge and learning from the partner/
parent in the joint venture. Cohen and Levinthal (1990) described learning capacity as the
ability of the organizations to incorporate and exploit new information as basis learning. Some
individuals and organizations at the individual level generally lack of this capacity due to
compatibility and other related factors i.e. technology, infrastructures, organization, culture
and institutions etc. Cohen and Levinthal (1990) further view absorptive capacity as a firm-
level construct, which develops over time by accumulating a relevant base of knowledge for
innovation.

Inkpen (1995) points out two associated factors related to the learning capacity, i.e., strength of
the learning objective and strategic view of the joint venture. If a learning objective is
associated with the formation of the joint venture the parents firms enter with full zeal and
zest into the search for information and encoded those information more fully than the firm
that is less motivated to learn (Hamel, 1991).

In most Joint Venture the basic motive is learning so we can say the learning intent already
exists in the Joint Venture. Inter-organizational learning is a key motive for the formation of
strategic alliances (Larsson et al., 1998).

On the other hand the question of strategic view of the joint venture is the degree to which the
Joint venture is critical and important entity to the parent companies. If the parent firms
consider joint venture as an important it received more attention it will play a crucial role in the

knowledge, information creation and organizational reception of learning.

Organizations with a high level of absorptive capacity are likely to harness new
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knowledge to help their innovative activities. Without such capacity organizational
units cannot learn or transfer knowledge from one unit to another (Cohen and
Levinthal, 1990; Tsai, 2001). The prior related knowledge as the determinant of absorptive
capacity (Cohen and Levinthal, 1990).

Two factors are necessary for the Absorptive capacity i.e. systematic knowledge
accumulation and prolonged process of investment (Zotto, 2003). An organizational unit’s
absorptive capacity for learning depends on its endowment of relevant technology-based
capabilities (Mowery et al., 1998). Tsai (2001) related R&D with the absorptive capacity. So
it can be say that continuous learning processes are necessary conditions to develop
absorptive capacity.

Absorptive capacities not only assimilate new external knowledge but also apply such
knowledge to commercial ends and rent earnings (Cohen and Levinthal, 1990; Tsai, 2001).
However, Knowledge generated by individual organizations does not come to

bear on an organization Independently (Crossan et al., 1999). Knowledge is socially
constructed and Organizational learning involves a complex social process in which
different units interact with each other (Berger and Luckmann, 1967; Huber, 1991). As
we are interested in absorptive capac- ity on an inter-organizational level we shift the
unit of analysis of the Cohen and Levinthal’s construct from the firm to the learning
alliance, i.e., the learning dyad (Lane and Lubatkin, 1998) existing between Venture
Capital firm and its Portfolio Companies. Learning alliances can be seen as networks which
promote social learning and therefore make linked organizations more astute collectively than
they are individually (Kraatz, 1998).

According to Lane and Lubatkin a firm’s absorptive capacity, that is its ability to

value, assimilate and apply new knowledge from a learn