Int. J. Strategic Business Alliances, Vol. 6, No. 4, 2019 203

Knowledge transfer among international strategic
alliance partners and its impact on innovation
performance

Vijita S. Aggarwal and Madhavi Kapoor*

USMS,

GGSIPU,

Room No. 101, Block D, Sector 16C,
Dwarka, New Delhi, 110078, India
Email: vijitasaggarwal@gmail.com
Email: madykapoor.4@gmail.com
*Corresponding author

Abstract: The purpose of this study is to provide an overview of the literature
available on knowledge transfer highlighting the factors affecting knowledge
transfer mechanism and provides a theoretical framework to study its impact on
strategic alliance’s innovation performance. The paper studied a vast literature
for providing a comprehensive framework to study the knowledge transfer
mechanism among the alliance partners and its impact on performance. It also
proposes a methodology for future empirical testing. The paper provides factors
affecting knowledge transfer among international strategic alliance partners. A
theoretical framework is prepared from the literature for further research
integrating factors effecting knowledge transfer, linking them with innovation
performance. This paper provides avenues for further research in the field of
strategic management and international business for improving knowledge
exchange for alliance’s success. The paper could not review all the possible
variables affecting knowledge transfer and is conceptual in nature. The paper
provides a useful insight for managers involved in the international strategic
alliances as well as for business executives for improving knowledge transfer
mechanism among alliance partners. Although various researchers have studied
knowledge transfer among international strategic alliances, not too many have
linked factors affecting knowledge transfer with performance, which this study
does.
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1 Introduction

The global economy has witnessed the widespread formation of strategic alliances across
all types of firms competing in all major sectors and industries. When international
strategic alliances are formed, valuable learning opportunities are created which can give
the results of an alliance as net positive or a zero-sum game, where the partner who can
learn faster can dominate the relationship (Hamel, 1991). Despite the firms’ efforts for
protecting their knowledge, alliance involvements are said to inevitably result in
knowledge spill-overs (Inkpen, 2000). Strategic alliance is a group of firms in a voluntary
arrangement facilitating knowledge exchange, and sharing of other skills and know-how
for effective production or development of technologies or services (Inkpen and Tsang,
2005). They can be thought of as a co-alignment between two or more firms in which
partners seek to learn and acquire from each others’ products, technologies, knowledge
and skills which are not available to other firms, thus making alliances an organisational
design to deal with various complexities and learning new sources of being globally
competitive (Lei et al., 1997). One of the basic premises for succeeding in business
internationally is having some advantageous knowledge-based asset (Inkpen, 2008).
Kogut and Zandar also argued in 1993 that the existence of multinational enterprises
depends upon their superiority as a means of transferring knowledge across nations
(Love, 1995). Knowledge transfer differs for international and local strategic alliances as
international strategic alliances involve firms of different nationalities thus differing
largely in their culture, policies, procedures, language, etc. whereas local strategic
alliances involve firms with much similar context thus easing the transfer process (Riege,
2007; Duan et al., 2010a).

According to the dynamic capabilities theory, contemporarily firms are aiming to
attain sustainable competitive advantage via adopting policies, procedures, processes and
resources which are subject to modifications as and when required (Teece et al., 1997;
Teece, 2010, 2017). Knowledge has emerged as the most significant resource to attain
competitive advantage in the present world of strategic alliances (Simonin, 1999b).
Knowledge transfer has been defined by Easterby-Smith et al. (2008) as an event through
which one firm learns from the experience of the other firms making it an important
research area in the field of strategic management and international business in the case
of multi-national firms involved in knowledge transfer. Knowledge transfer brings a
change in the behaviour of the recipient and may lead to development of new ideas
resulting in organisational learning which brings a change in the organisational outcomes
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in terms of performance like innovation, operational, financial, etc. (Davenport et al.,
1998; Minbaeva et al., 2003).

The knowledge transfer in case of international strategic alliances involves the
exchange of technology, management expertise and global support (Inkpen and Beamish,
1997). Knowledge transfer depends upon the ease of transferability, interpretation and
absorption of the knowledge (Hamel et al., 1989). This paper will be focussing on a
special case of multinational enterprises, i.e., international strategic alliances for
analysing knowledge transfer among the partners which help them in attaining
competitive advantage over other firms. The study also tries to propose an integrated
research framework based on the theory of dynamic capabilities

2 Literature review

Strategic alliances are formed for various motives which can be broadly categorised into
three motives (Vaidya, 2009):

1 Internal benefits: Involves risk and cost sharing, gaining scarce resources, financing,
information, internalising managerial know-how and retaining valuable employees
as suggested by transaction cost theory and resource-based theory (Grant, 1991;
Young-Ybarra and Wiersema, 1999).

2 Competitive benefits: Gaining sustainable competitive advantage which includes
influence over industry structures, responding to global and national policy changes.
This view incorporates the latest dynamic capabilities theory (Teece et al., 1997,
Teece, 2010).

3 Strategic benefits: Involves creation and exploitation of technology transfer,
synergies of alliance and diversification. This incorporates the knowledge-based
view of the strategic management models (Kogut and Zander, 1992; Yli-Renko et al.,
2001).

There are various approaches to strategic management models, like transaction cost
approach, resource-based approach, knowledge-based approach and dynamic capabilities
approach, as suggested in the above mentioned points. But all these approaches refer to
the importance of knowledge management, especially knowledge transfer to attain the
ultimate motive of sustainable competitive advantage (Teece, 2017).

John Child has identified three types of organisational learning while studying joint
venture management in China (Madhok and Phene, 2003):

1 Technical learning: Involving acquisition and application of new techniques like
TQM.

2 Systematic learning: Involving operationalisation of new systems and procedures
like production control, assigning clearly defined roles and responsibilities,
budgeting systems, etc.

3 Strategic learning: Involving senior management for collaborating their business
success ideas and factors for achieving sustainable competitive advantage.
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Another definition of knowledge transfer in organisations is given by Argote and Ingram
(2000) which refers to it as a process through which one entity/department/division learns
or gets effected by the experience of others.

Knowledge is created and organised by the flow of information (Nonaka, 1994).
Following are the explanation of various factors affecting knowledge transfer among
international strategic alliances.

2.1 Knowledge tacitness

Polanyi (1966, p.4) classified human knowledge as ‘explicit’ which can be easily
codifiable and can be transmitted in formal and systematic language and ‘tacit’ which is
hard to codify, formalise and communicate because of its nature of being deeply rooted
and involved in a specific context (Nonaka, 1994). Researchers explain tacitness as a
feature where an entity knows more than it can explain. Some competencies are
accumulated with experience, learnt by doing and refined by practice because it includes
a high proportion of tacit knowledge which is difficult to codify and transfer (Reed and
Defillippi, 1990). Grant (1996) admits that the organisational knowledge transfer is
difficult if most of the knowledge is tacit in nature (Simonin, 1999a). In many cases,
transfer of tacit knowledge is feasible only through close observation, demonstration and
hands-on experience, thus require greater efforts (Reagans and Mcevily, 2003). Zander
and Kogut (1995) showed that the explicit knowledge which can be codified is easily
transferable as compared to tacit knowledge. Lord and Ranft (1998) studied the effect
of communication system, tacitness of knowledge and organisational structure on
knowledge transfer and showed the negative effect of tacitness of knowledge on the
effectiveness of knowledge transfer (Kang et al., 2010). Following the work of Kogut and
Zander (2003), Wang and Zhang (2009) studied the medium-sized enterprises in China to
analyse the network perspective of inter-organisational learning and included tacitness as
an important dimension and designed its items to measure the degree to which knowledge
can be articulated in documents. Another study on Chinese small and medium-sized
enterprises has unravelled the complex linkages between the knowledge properties and
innovation performance and found the negative impact of knowledge tacitness on the
innovation performance of the firms (Wang and Han, 2011).

2.2 Learning intent

In an inter-organisational setup, Hamel (1991) defined the learning intent as the desire,
will and determination of the firm to learn from its partner. Mowery et al. (1996) defined
learning intent as the aspiration to learn the firm’s knowledge. Simonin (2004) refer to it
as the degree of desire to internalise the knowledge, skills and competencies of the
alliance partner. He empirically investigated the process of knowledge transfer in
international strategic alliances and took learning intent as an important factor affecting
the knowledge transfer by proposing the hypothesis that higher learning intent facilitates
higher level of knowledge transfer and results showed its positive significant affect
(Simonin, 2004). Moreover, it is also argued by some authors that if the firms in an
alliance are highly motivated to learn from each other then they will be more
psychologically prepared to understand each other’s knowledge, skills and other
know-how (Pérez-Nordtvedt et al., 2008). Another research by Easterby-Smith et al.
(2008) mentioned the importance of learning intent in transferring knowledge in the
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US firms. Studies have tried to measure the learning intent of the alliance partners by
asking questions on their intentions to learn knowledge and skills of their partner firms at
the time of alliance formation and during it (Simonin, 2004).

2.3 Partner protectiveness

In strategic alliances, some partners are tend to be less open than the others (Hamel,
1991). Authors like Inkpen (1998), says that the learning process depends upon the
degree of protectionism of the partners as it determines the level of accessibility of
knowledge. In case of joint ventures, the two forces work opposite to each other, first is
the need to cooperate which demands partners’ resource sharing while second is the
desire of protecting their core competencies (Garcia-Canal and Llaneza, 1998). Inkpen
(2000) researched the important conditions under which joint ventures’ firms exploit the
learning opportunities where knowledge spill-overs are said to be inevitable in joint
ventures but the degree of partner protectiveness tends to influence the knowledge
spill-over effects which help in attaining competitive advantages over competitors.
Simonin (2004) again tested an organisational learning model using a cross-sectional
sample of 147 international alliances where one of the main determinants was the extent
of protectiveness where it was found to increase the ambiguity of knowledge thus
hampering the knowledge exchange. The NUMMI alliance of General Motors and
Toyota where General Motors was keen to learn Toyota’s manufacturing practices and
Toyota wanted to gain information regarding US’s local conditions to manage them but
both of them protected their core competencies of Toyota’s small manufacturing skills
and GM’s US dealership management (Kale et al., 2000; Inkpen, 2008). Recent
researches show that the non-equity alliances are favoured even though they provide
lower levels of protection because of their flexible structures and potential learning
opportunities (Osborn and Hagedoorn, 1997).

2.4  Cultural distance

In Matsumoto’s (1996) terms, culture can be defined as the “set of attitudes, values,
beliefs and behaviours shared by a group of people, but different for each individual,
communicated from one generation to the next” (Spencer-Oatey, 2012). While Hofstede
(2011) refers to culture as, “the collective programming of the mind that distinguishes the
members of one group or category of people from others.” Johanson and Vahlne defined
cultural distance as “the resulting vector of culture based factors that impede the flow of
information between the firms and its partner or environment” (Simonin, 1999b). Inkpen
(1998) emphasized the importance of cultural compatibility among alliance partners
for ensuring the learning and knowledge acquisition. Simonin (1999b) hypothesised the
positive relationship of cultural distance with knowledge ambiguity, thus hampering
knowledge transfer among international alliance partners which resulted in significant
relationship thus proving the importance of national culture in knowledge management.
Studies on cross-border alliances’ learning have highlighted the importance of national
cultural differences and their influence on the learning intent and ability of the alliance
partners (Tidd and Izumimoto, 2002). Researchers have proved that national cultural
differences negatively impact the knowledge spill-overs in international strategic
alliances thus hampering the alliance success (Lane et al., 2001a). In alliances, cultural
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distance tends to increase barriers in identifying and understanding partner’s competitive
advantage as well as in understanding the local market mechanisms and hampers the
process of grasping opportunities due to cultural differences (Simonin, 1999b).
Difficulties in knowledge transfer in international alliances are exaggerated by the
partners’ cultural and language differences (Pérez-Nordtvedt et al., 2008). A study done
on identification of the important factors affecting transnational knowledge transfer
examined effect of cultural differences on the knowledge management process which was
found to have a significant negative impact on knowledge transfer (Duan et al., 2010a).

2.5 Rotation and training of employees

Love (1995) theoretically examined the knowledge management in multinationals by
critically analysing the Kogut and Zander’s (1992) arguments regarding transaction cost,
market failure and opportunism and highlighted the importance of training of employees
for knowledge transfer. Training of employees in analogical reasoning can increase their
knowledge transfer ability of some particular tasks or of some particular skills (Argote
et al.,, 2003). A study on international joint ventures identified two major factors to
maximise the impact of knowledge transfer which are 1JV’s strategy and its training
competence, thus training is said to be an important variable in catalysing the transfer of
both tacit and explicit knowledge (Lane et al., 2001b). Inkpen (2008) also highlighted
many important factors of the knowledge transfer mechanism including rotation or
transfer of employees and training programs. Training is viewed as an important channel
of transferring knowledge via workshops (Duan et al., 2010b). Joint training programs
are encouraged among the alliance partners to promote knowledge transfer and to
improve the collaborative relationship among them. Sometimes, alliance’s organisational
structures are intended to be formally designed via proper documentation, forming
cross-functional teams, rotating employees, arranging formal training sessions, etc. (Liu
et al., 2010). Training programs are said to be effective in transferring knowledge which
have characteristics like demonstrations and observations as it boosts both tacit and
explicit knowledge transfer (Argote and Fahrenkopf, 2016).

2.6 Knowledge transfer among alliance partners

Resource-based view of the firm emphasises the importance of knowledge as a means of
competitive advantage making it a key asset thus maximum number of international
alliances are formed with the motive of knowledge acquisitions to become globally
competitive. Simonin (1999b) empirically studied technological knowledge transfer on a
cross-sectional sample of 147 strategic alliances and studied the impact of various
variables impacting knowledge transfer. Knowledge transfer is said to be dependent
upon the ease of transportation, interpretation and absorption (Simonin, 1999b). A study
examined the strategies relating to knowledge exchange in international joint ventures
formed between British and Japanese firms and listed 40 functions from which different
functions are influenced by different parent in the venture (Tidd and Izumimoto, 2002).
Another study by Simonin (2004) tested an organisational learning model with its
antecedents like learning intent, knowledge ambiguity, partner protectiveness, etc.
where learning intent and knowledge ambiguity emerged as the most significant
determinants (Simonin, 2004). Pérez-Nordtvedt et al. (2008) examined a sample of
102 US organisations to study the effectiveness of cross-border knowledge transfer and
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found that the relationship between knowledge attributes and knowledge transfer is
partially mediated by the recipient’s learning intent and source attractiveness. Various
other studies have linked knowledge properties and knowledge transfer to study its
impact on alliance performance (Duan et al., 2010a; Chen et al., 2014; Lo, 2016).
Knowledge transfer is the process through which one entity (individual/team/
organisation) learns from the experience of another entity. It is considered as an
important mechanism for performance improvement (Argote and Fahrenkopf, 2016).
Literature has witnessed enormous studies on the antecedents and consequences of
knowledge transfer (Simonin, 1999a, 1999b, 2004; Inkpen, 2000, 2008; Tsai, 2001;
Rhodes et al.,, 2008; Duan et al., 2010b; Kang et al., 2010; Bellini et al., 2016).
Knowledge is transferred in different ways according to its characteristics: tacit
knowledge which is difficult to codify is transferred through formal or informal meetings,
trainings, etc. while explicit knowledge which can be easily codified, is stored and shared
usually through databases, communication networks like intranet/internet (Dhanaraj
et al., 2004; Rhodes et al., 2008; Park et al., 2015). The result of knowledge transfer can
be measured via various approaches like performance-based measurement approach as
adopted in this study by means of innovation performance (Argote and Ingram, 2000).

2.7 Absorptive capacity of the alliance

Absorptive capacity is defined as the ability of a firm to understand the value of some
new external information or knowledge to assimilate it, to gain competitive advantage
(Cohen and Levinthal, 1990). Mowery et al. (1996) examined the inter-firm knowledge
transfer in case of strategic alliances and found that higher levels of absorptive capacity
helps a firm to exploit the technological and other knowledge in a better manner. Lack of
absorptive capacity is also highlighted as a knowledge related barrier which hampers the
effective use of transferred knowledge (Simonin, 1999a). A research by Szulanski studied
122 best practice transfer cases in eight large firms where internal knowledge exchange
has been majorly hampered by the lack of absorptive capacity (Isobe et al., 2000). Results
of a study by Salk et al. showed that absorptive capacity mediates the relationship
between the knowledge transfer and IJV performance (Lane et al., 2001b). Tsai (2001)
analysed data of 24 firms in petrochemical industry and 36 firms of food-manufacturing
industry and Wang and Zhang (2009) researched on 151 corporations to study the effect
of knowledge transfer in networks while considering the role of absorptive capacity
which showed significant positive effect on innovation and other performances of the
firm. Other studies also empirically studied the role of firm’s absorptive capacity in
internalising the transferred knowledge from the alliance partners on firms’ innovation
performance (Simonin, 2004; Szulanski and Jensen, 2004; Lyles and Salk, 2007). Many
studies have focussed on the moderating effect of organisation’s absorptive capacity on
the relationship of knowledge transfer from alliance partners and innovation performance
among which have researched on Chinese firms and found a positive significant impact
of absorptive capacity on the relationship of knowledge transfer and innovation
performance (Kim et al., 2011; Wang and Han, 2011).

Lack of absorptive capacity also dampens the process of knowledge transfer as
suggested by various authors (Lane and Lubatkin, 1998; Lane et al., 2001a; Tsai, 2001;
Minbaeva et al., 2003), thus making it a significant factor facilitating knowledge transfer.
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2.8 Alliance’s innovation performance

Performance measurement of corporate houses is one of the most significant topics in
business management. Zahra et al. (2000) studied the impact of international expansion
on organisation’s technological learning and finally learning’s impact on financial
performance. The FDI has been found to positively influence firm’s learning but
long-term learning is found to positively impact the firm’s performance (Zahra
et al.,, 2000). The strategic relationship between the knowledge transfer and alliance
performance has also been empirically studied by Salk et al. and significant positive
relationship was found between them (Lane et al., 2001b). A study which focussed on the
knowledge transfer among the business units in a network found that the position of a
firm in its network plays a crucial role in promoting innovation and other performances
due to its access to knowledge of other firms but the role of absorptive capacity is also
important for successful application of the knowledge acquired from other firms (Tsai,
2001). An empirical study on business units finds the relationship between knowledge
properties and firm’s innovation performance develops a theoretical model and uses a
seven point Likert scale measuring performance variables like product innovation and
managerial innovation. Results showed a negative relationship between knowledge
properties like tacitness and innovation performance, a negative relationship between a
network density and performance and a positive relationship between absorptive capacity
and innovation performance (Wang and Zhang, 2009). Chen et al. (2009) used structural
equation modelling to analyse the positive effects of the relationship learning on Taiwan
firm’s innovation performance which again used product and process innovation as
performance constructs.

3 Research gaps

The theory of dynamic capabilities is being increasingly criticised for lacking properly
defined constructs and empirical evidence (Burisch and Wohlgemuth, 2016). Thus, this
study is an attempt to fulfil this research gap by providing an integrated research model
on this theory. Moreover, not much research has focussed on International strategic
alliances as a source of exchanging knowledge from firms across borders, this study will
analyse knowledge exchange in a cross-industry framework. This study contributes to
the existing literature pointing towards FDI as a vehicle of knowledge transfer among
organisations of different national origin.

4 Research objectives

e To identify factors affecting knowledge transfer in an international strategic
alliances.

e To study the impact of knowledge transfer on the alliances’ innovation performance.

e To study the impact of absorptive capacity on the relationship of knowledge transfer
and alliance performance.
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5 Proposed research model

Figure 1 Proposed research framework (see online version for colours)
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6 Propositions (hypotheses) proposed

Proposition 1: Knowledge tacitness negatively affects the knowledge transfer among
alliance partners (Simonin, 1999a).

Proposition 2: Learning intent positively affects the knowledge transfer among alliance
partners (Inkpen, 2000).

Proposition 3: Partner protectiveness negatively affects the knowledge transfer among
alliance partners (Simonin, 1999a).

Proposition 4: Cultural distance between alliance partners negatively affects the
knowledge transfer among alliance partners (Hsiao et al., 2016).

Proposition 5: Knowledge transfer in an alliance positively affects the alliance’s
innovation performance (Rhodes et al., 2008).

Proposition 6: The relationship between knowledge transfer in an alliance and its
innovation performance is moderated/mediated by the absorptive capacity of the alliance
(Cohen and Levinthal, 1990; Lane et al., 2001a; Wang and Han, 2011).
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7 Proposed methodology

The paper is conceptual in nature, but proposes a model to be empirically tested. Various
dimensions of all the variables in the proposed model (Figure 1) will be identified.
Standardised/adopted/adapted scales of variables covering all identified dimensions
will be used to develop a questionnaire for empirical testing of the framework. The
questionnaire will be subjected to academic and industry experts’ validation before the
commencement of data collection. All the international strategic alliances operating in
India will form the population for this empirical research. Purposive sampling will be
used to select the sample. This will be a pan India study. Middle and top level managers
having appropriate knowledge of the concerned area will be the sampling units. Factor
analysis and PLS-SEM will be applied to the collected data for validating the proposed
model.

8 Expected contribution to the literature

The study systematically reviewed the vast literature available on knowledge transfer,
international strategic alliances, innovation performance and absorptive capacity. The
study will help in identifying organisational factors crucial for the knowledge transfer and
finally success of the international strategic alliances’ performance. After the review of
literature, an integrated and comprehensive framework is proposed incorporating all the
above mentioned elements. This study tries to build a framework incorporating dynamic
capabilities theory which studies all the important factors affecting knowledge transfer to
cope with the dynamic environment in order to attain sustainable competitive advantage.
All the variables in the framework are the elements of this theory either directly or
indirectly. This study provides a literature review for future researchers and also
mentions the various dimensions of identified variables for future empirical testing. It
will add to the existing international business, knowledge management and strategic
management literature as it provides the important organisational factors for alliance
better performance and the impact of knowledge transfer on the alliance’s innovation
performance. The study will also undertake the important role of alliance’s absorptive
capacity and will add to the literature by testing the role it plays in moderating/mediating
the relationship of knowledge transfer and performance of international alliances in
Indian context.
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