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Abstract:

Inter-firm collaboration and other forms of inter-organisational activity are increasingly the means
by which technological innovation occurs. This paper draws on evidence from two studies of the
same set of firms to examine the conduct of collaborations over time across different contexts. The
purpose is to examine the critical factors associated with successful collaboration and explore the
importance of the geo-cultural context in understanding the conduct of inter-firm collaboration.
The conceptual framework draws on two main sources: - Storper’s concept of ‘conventions’ of
identity and participation and Lorenz’s classification of different types of knowledge. These are

used to indicate the kinds and sources of adjustments required for successful collaboration.
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Geo-Cultural Influences and Critical Factors in Inter-firm Collaboration

1. Introduction

Industrial firms are increasingly considering external technological acquisition in order to
maximise their capabilities for further technological change. In The Changing State of British
Enterprise, Moore reported that there is a positive relationship between the growth performance of
small and medium sized enterprises and their propensity to acquire new technologies externally
[1]. Moreover, acquisition of new technologies was more likely to be from other firms than from
institutions such as universities. This paper focuses on a particular form of acquisition of new
technologies from other firms - that of inter-firm collaboration. The paper uses evidence from two
studies of the same set of collaborating firms five years apart [2,3] to examine the conduct of

collaborations over time across different contexts.

The firms in these studies, like research and development intensive firms in general, operate on a
number of geographical scales, ranging from local to international levels. In industries
characterised by high levels of innovation there is no option for large and small firms but to
compete and collaborate at the international scale [3,4,5]. Collaboration as a form of commitment
operating at different spatial scales creates what Swyngedouw [6] has called changing ‘socio-
spatial relationships’ in which new arrangements embody a set of power relations and norms of
co-operation. Moreover, it facilitates the geographical re-organisation of innovation as firms’

collaborative activities move from one spatial scale to another.

The argument developed examined here is that collaboration is shaped by a series of
geographically specific context dependent critical factors. These cultural factors can influence, and
are influenced by, firms’ capacity to learn to collaborate with firms in their own country and with
firms in other countries. The geo-cultural contexts in which firms are based create their own set of
expectations about the rules of behaviour governing the conduct of the collaboration and of the
risks attached to different activities. We examine some of the problems firms have to overcome in

collaboration as a result of national differences.



The conceptual framework draws on two main sources. These are Storper’s [7] concept of
‘conventions’ of identity and participation, and Lorenz’s [8] classification of different types of
knowledge. These are used to indicate the kinds and sources of adjustments required for successful
collaboration. The former takes account of how the geographical context is involved in shaping of
the conduct of inter-organisational activity, while the latter helps to identify the cultural content of

interaction.

The rest of the paper is in five sections. The first examines the increasing range of inter-
organisational interactions which comprise the general tendency towards externalisation of
innovation, which reflects a more general trend of externalisation within the production process
[9]. The second focuses on the different kinds of learning which underpin collaboration. The third
identifies some of the features of national and international contexts which influence patterns of
interaction. The objective is to identify which aspects of national context matter compared to more
general problems associated with the innovation process. The fourth uses case study material to

examine the conduct of collaborations over time. The final section provides some conclusions.

2. Collaboration and Acquisition of New Technology

Innovation has been defined as, “the processes by which firms master and get into practice product
designs and manufacturing processes that are new to them, if not to the universe or even to the
nation” [10]. Collaboration is one form of this process and is based on the use of ‘complementary
assets’ [11], such as technology and market access. It has a multiplicity of co-operative forms but
which have two defining characteristics:- co-operation, and frequent interaction. Collaborations
involve a greater or lesser degree of interdependency and trust [12]. Some are self-regulated
collaborations in which formal terms are agreed by the collaborating firms, and others are
institutionalised arrangements under national and international R&D programmes where the rights
and duties of participants are set out as part of the agreement to collaborate. Collaboration
encompasses a range of activities including:
* Informal arrangements or ‘loose couplings' initiated for specific problem solving [13];

* Production orientated close user-supplier relationships [14, 15];



* Formal, inter-firm collaboration for new product development [2, 16];
* Long-term strategic alliances for significant technological advances [17];

* Research links with universities and national laboratories [18, 19].

When things go well both participant firms engage in a learning process [15, 20 21]. On the other
hand, things often go wrong as innovation itself is inherently uncertain and risky. Collaboration
introduces extra risks, requires extra resources, is hampered by information asymmetries and
communication difficulties, and involves increased degrees of unpredictability [3]. A very high
proportion of co-operative R&D ventures fail to meet expectations, so much so that losses
incurred can adversely affect the profitability of one or more partner [22]. A survey of European
firms found that many see co-operation with another firm as a high risk venture requiring detailed
legal safeguards [23]. There are also sensitive issues for small firms who collaborate with larger
partners and include fear of take over, maintaining control over know-how, and difficulties in
finding suitable partners [24, 25]. As different power relations are in play, the process of
collaboration therefore may require longer term re-adjustment of organisational behaviour [22], in
which allocations of financial and personnel resources are devoted to sustaining them and to

protecting firms’ interests.

Arising from several studies of inter-firm collaboration [2, 3, 5], it is possible to summarize a set
of critical factors than influence the success of inter-firm collaborations. They are presented
below (Table 1) as a pre-curser to the consideration of wider geographical contextual concepts by
which they may be mediated. Further reflections on their significance are outlined in the main

findings and evaluation sections.



Table 1: Critical Factors in Successful Collaboration

Compatibility:

Corporate style and internal knowledge systems affects firms’ ability to collaborate.
Control:

Firm need to feel they can exert adequate control over a proposed project.
Commitment:

Collaboration requires support from senior management in both firms.
Contractual Arrangements:

Within a formal agreement, some flexibility is necessary to sustain informal

operations.
Communications:

The need for open and regular communications which can lead to increased trust and

reciprocity
Common Aims:

Well defined and agreed at the outset.
Contingencies:

Appropriate arrangements need to in place to accommodate changing circumstances.
Context:

Firms need to recognise national differences, eg, in regulations, culture, social

behaviour and organisational practices.
Conclusion:

Each firm possesses clear expectations of the project's outcome.

3. Conceptual Issues Relating to Geographical Context

The purpose here is to discuss the causality between geographical (local/national) context as an



explanatory variable for understanding the conduct of collaboration. Other studies have focussed
on the regional context to innovation. This is encapsulated in the view expressed that the world is
composed of a, “hierarchical mosaic of densely-developed regional economies with specific
resource endowments, assets, institutions, co-ordination mechanism, know-how, rules of conduct
and cognitive frameworks” [26]. At the same time there has been a return to the recognition of the
importance of national regulatory frameworks over local institutions, in providing the framework

for industrial practices including the incentives to co-operate [27, 28].

The first stage is to identify how geo-cultural context influences the conduct of collaboration. We
begin with Storper‘s concept of conventions which emphasises the behavioural basis of inter-firm
transactions which lead to technological learning at the local level [7]. He argues that if the
behaviours of producers and users - their expectations, preference structures, and so on - differ
considerably from place to place, it stands to reason that certain types of behavioural routines, and
the rules and institutions that underlie them, are more effective at promoting interactions which
sustain technological learning than others. He identifies the key principles of mutual engagement
of critical agents in the production system as conventions of identity and participation that
production system and its agglomeration. Conventions are practices, routines and agreements, and
their associated informal or institutional forms. They amount to a set of acknowledged and shared
rules [28]. These acquired practices which have a new cultural identity bind economic actors
together so that mutual behavioural expectations co-ordinate their activities. In essence, such a set
of conventions defines a local ‘world of production’. Gertler points out that Storper places
considerable emphasis on the importance of shared conventions for facilitating technology-based
communication and learning through interaction, and the positive role that shared cultural

attributes will exert on this process [28].

The same logic used by Stopper to explain the behavioural bias of learning in different regions can
be used to explain the progress of inter-firm collaboration for innovation at different spatial scales.
This is because of differences in conventions at the national as at the local level incorporate,
amongst other things, cognition and rules [7]. The development of a successful collaboration will
in effect involve the formation of a convention of identity and participation in the form of a

commitment between two, and sometimes more, firms.



To go further into the issue of learning and how firms adapt to working with others, we turn to
Lorenz’s identification of three types of knowledge which in collaboration contribute to a common
cultural base [8]:
1. Common language - shared language, identity
(a pre-condition for the following, other two)
2. Common technical knowledge; e.g., knowledge of same computer system or software
architecture, or shared techniques in biotechnology research)
3. Common organisational knowledge; ie, compatibility in terms of how firms are
internally structured or organised).
The cultural base of the first can be region or nation specific, whereas the second and third, as
alluded to earlier, can be sector or organisational specific.
To these kinds of knowledge we add two others. These are:
4. Common market intelligence
5. Common understanding of regulatory processes - regulations, standards and innovation
support systems.
The fourth refers to a collective understanding of the way the market operates in different places.
A common expectation between firms of what is necessary to compete is an essential component
of collaboration. Thus firms wishing to enter or expand their presence in particular markets
through collaboration need first to learn from their partner what is necessary to service customers
in that market. Small firms can fall into the trap of being technology driven and develop products
that are over-specified and too expensive for what can be a limited market niche [3]. The fifth is
particularly important in international collaborations where each partner’s domestic regulatory
environment differs. Moreover, it cannot be assumed that firms in different countries will view
compliance with international regulations from the similar perspectives or with the same intensity.
Storper’s interest was in locally-constructed behaviour. We now discuss the difference that the
national context makes, providing illustrations of national characteristics of institutional,
organisational and cultural identities:-
1. The geographical construction of sectors and their markets, and the relative concentration or
fragmentation of those sectors.

. Countries have sectoral strengths and weaknesses which tend to persist over time.



This is related to several inter-dependent factors including the propensity of sectors to innovate,

national investment in scientific and industrial research, the size of the market, and the nature of

domestic competition [10, 29]. The necessity and possibility of international collaboration is

linked to increasing national technological specialisation. International collaboration is not to

replicate research in sectors where the home country is already strong, but to acquire know-how

which is lacking at home [30].

One of the UK’s most innovative and collaborative industries is the pharmaceutical
industry [31]. This pattern is related to specialisation within the science base
nationally and institutionally, and the pattern of purchasing by the national health
service.

The size distribution of firms by country and sector, and relative dominance of
large firms affect the structure and sets of relationships within national innovation
systems. In France, for example, small firms have a limited role as active players in

the innovation system [32].

2. Prevailing business cultures and the capacity of firms to both interact and absorb externally

developed technology [32] are determined within the national production system.

Several studies [34] have proposed that Anglo-American business culture and
practice inhibits co-operation. It would appear that even in the late 1990s the
historical pattern of production in British industry (ie, organised into separate firms
dealing with each other at arm’s length) still persists [35].

Walker sees the UK as being characterised by a lack of ‘collective integration’ with
respect to the integration of scientific and technological communities, as well the
organisation of R&D and product development, banks and industry [36]. In
contrast, the German national institutional framework can help substantially in
solving the relational problems of high-quality incremental innovation, which
require an environment in which long-term co-operation between firms, research
institutes and university departments is facilitated. The US/UK institutional

framework, it is argued, does not provide this [37].



3. The propensity for radical innovation in newly emerging sectors.

Soskice [37] argues that, whereas the UK and the US are economies in which new
industries are easily developed (eg, e electronics, biotechnology and new
materials), Germany, Sweden and Switzerland are strong in incremental product

and process innovation in established technologies.

4. Where technological advance is shaped by particular attributes of the national system of

innovation, and institutionalised national bases of competition are produced by the regulatory

environment.

Market structures are influenced by procurement patterns (e.g. for defence and
medicines), governments create ownership patterns (e.g. through privatisation of
utilities and national laboratories as in the UK), organise the structure and function
of the science base [18], affect sectoral profiles by preferential investment in
different kinds of expertise (e.g. in national champions as in France), determine
how intellectual property should be protected through the formulation of patent
law, and establish the limits to competition between firms. For example the US/UK
framework limits co-operation between companies via a strong competition policy
[37].

Other components of national institutional frameworks include patterns of
shareholding, the banking system, legal system, education and training systems and

the labour market [28, 37].

5. The nation state in the international environment. The nation state is becoming less dominant as

some regulatory functions operate at the international level.

While national standards predominate in some sectors, in others, even closely
related ones, international regulation may be more important (eg, airports v
airlines). Where standards vary between countries, firms may have to adapt their
production strategies in order to collaborate and need to recognise the assumptions
being made by their partner firm about product performance with regard to those

particular standards.



Taken together, these approaches can explain inter-firm collaboration as a learning process in
which different types of knowledge are governed by rules of conduct and influenced by the
geographical context. The concept of conventions and the typology of different kinds of
knowledge identify what factors influence how well firms work together. Difficulties encountered
in collaboration which serve to exclude or hinder the progress of collaborations with firms in other
countries can be seen to arise from a failure to establish conventions of participation and to
develop common knowledge. Firms not used to collaborating have to institutionalise into their
business culture that knowledge acquired by key individuals who interact with other firms through

their own networks.
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4. Methodology

The experiences of collaborating firms reported in this paper are drawn from two related studies
on inter-firm collaboration whose samples are summarised in Table 2. In the first study, 27 pairs
of collaborators were interviewed between 1988 and 1990 using semi-structured questionnaires[2].
The firms, comprising both large and small units, were known to be undertaking R&D and
engaged in collaboration through previous studies undertaken by the investigators. They were
chosen as case studies in order to highlight interesting issues rather than as an attempt to provide
representative examples of size of partners or of particular industries. The firms later took part in
an evaluation exercise in which they assessed their own and their partner’s contributions and

expectations of the collaboration.

Table 2: Summary of Samples of Collaborating Firms

Number of firms |Type of Partnership |Ownership | Sector

Study 1: (1988-1990)

27 pairs of firms 5 small-small, All firms UK-owned except: | Biotechnology,
16 small-large, 7 large firms: (3 were US- | Electronic Instruments,
S large -large owned, and one each from | Mechanical Engineering,

France, Canada, Netherlands, | Computer Software

and Japan).
Study 2: (1994-1995)
18 original firms 6 ongoing collaborations | 4 large UK-owned, As above
+ with original partners:- | 7 small UK-owned, +
two additional firms |5 small-large 1 large French-owned, Aerospace
1 small-small 3 large US-owned

2 collaborating with new | 1 large Northern Ireland
partners. 1 Medical Research Centre
4 not collaborating

2 new collaborations

In the second study [3], undertaken between 1994/5, attempts were made to contact the firms who

had participated in the original collaborations and further interviews were conducted with 18 of
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these firms. In the majority of cases where contact was not made, this was because firms had gone
out of business. These firms were revisited to assess longer term outcomes of the original
collaborations. Two additional firms were interviewed about their long-term collaborations in

order to maintain a range of types of collaboration.

The first study concentrated on an analysis of firms' motivations, the conduct of partnerships,
factors associated with success or failure of the collaboration, and related policy issues; the second
concentrated on which factors had contributed to the continuance or not of the collaboration, what
firms’ had learned from their experiences, and what this meant for future collaborations. Of
particular interest for this paper’s focus, was whether firms had extended the geographical scope

of their interactions.

5. Main Findings From Cases

In the second study, we found that four firms had given up collaborating. In two this was
associated with technical failures by their partners; the third had recognised that there are better,
more comfortable strategies of gaining access to technical information. Six collaborations had
continued over the whole period with the original partners. The two other firms had continued to
collaborate but with different partners. At the time of the first study, most were collaborating with
partners in UK. Some collaborations were local but most were no more than 100 miles apart e.g.
between London and Cambridge, Oxford and Bristol. By the time of the second study, most were
involved in international collaborations. Three, two scientific instruments companies and one
Design Company had begun international collaborations. One of the former has developed links
with a firm in the US; the others were with firms in Europe. Only one (not one of the six
continuing collaborations), an instrumentation company, has had European (Eureka) funding to

support the collaboration.

Continuing collaborations
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The six collaborations were geographically diverse. Three were within UK and partners were local
to each other, three were international ( see Table 3 below ). The international case studies reflect
UK specialisations which provide opportunities for small high-tech firms in biotechnology, lasers,
and nuclear instrumentation sectors to collaborate with large firms in other countries. Two of the
three overseas collaborations involved UK biotechnology firms and US and European
pharmaceutical companies. One of the biotechnology firms has increased the range of its

collaborations and now had arrangements with German and French pharmaceutical companies.

Types of Firms Involved Nature of Partnership
l.Large @ UK  Vending  Machine | Design of new components

Manufact’r Local collaboration (c. 30 miles)

Small Design Consultancy

2. Small Software House Development of stock ordering system.
Large UK Retail Chain Local collaboration (London)

3. Small Instrumentation firm Design/manufacture of new equipment
Medical Research Centre Local collaboration (London)

4. Small UK nuclear instrumentation firm | Design modifications to equipment

Large French instrumentation firm International collaboration
(Oxford/Provence)
5. Small UK biotechnology firm New drug development,
Large US pharmaceutical firm International collaboration
(SE England/New York)
6. Small UK biotechnology firm New drug development,

Large US/European Pharmaceutical | International collaboration

firm (Oxford/US/Germany).

Table 3: The Six Continuing Collaborations

In four cases involving small firms, the partnerships were kept active and productive by the
persistence of the small firm owner/managers, in the face of frequent changes of personnel in their
larger firm partners. One of the interesting developments is that in two continuing relationships
there has been a change from "head-to-head" research collaborations to a mature supplier/agent

relationship. The character of these enduring collaborations can best be illustrated by briefly
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sketching some of their responses to difficulties encountered as well as the gains to the partners,

identifying the critical factors.

In a partnership between the vending machine manufacturer and a small engineering design house,
the critical factors were compatibility, commitment, communications and common aims. The
collaboration has been successful for both partners primarily because of the high level of trust
developed between individuals. The outcome has been the design of a system for a sophisticated
vending machine. The machine is now in general use throughout the UK, although modifications
to the design are still being carried out. In this collaboration, both sides continued to work
together even though the 'product champion' in the larger firm had taken early retirement and was
now working as a consultant to his former employer. However, this person had to both convince
his successor of the value of the smaller firm, and sell the merits of the system. Once this had been
achieved, opportunities were created for the small partner to be introduced into other markets in

Europe with the same partner.

As a result of the successful early stages of the collaboration, the larger firm had learned to use the
expertise of the small firm at early stages of other new products (for example to contribute to
brain-storming sessions) rather than just at the problem solving stage. For the small firm, the most
significant learning process was recognising the value of institutionalised communication systems
with other partners located throughout the UK to discuss issues openly with these partners. The
small firm said,

"we sell our ability to work with clients to new clients. We show that we are willing to

work with in-house engineers on projects".

In this case, the geographical context was one of proximity. The relationship between the small
firm and the larger firm was facilitated by ease of access which enabled the small firm to acquire
knowledge of the partner firm’s technical needs, organisational culture, market strategies, and the
appropriate technical standards for that product. This provided the a means of extending spatial
scales at which it collaborated. It was selling itself as a good collaborator. The recognition of the
importance of a ‘common language’ developed as a communication skill, provided increased

flexibility as a competitive advantage. This practice has overcome the perennial UK problem of a
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business culture which inhibits collaboration.

The second example illustrates the critical factors of national context, control, communication and
shows how a mismatch of expectations and commitment can lead to problems in collaboration.
The collaboration involved a small UK nuclear instrumentation firm and a major French
instruments company in the south of France. The UK firm had originally sought out potential
partners on mainland Europe and had been fortunate that the French firm had been looking to enter
the UK market. The relationship required considerable cultural and organisational adjustment for
the small UK firm. This was not matched by any significant adaptation on the part of the much

larger partner.

At the first interview the respondent explained how it had been necessary to come to terms with
the French partner’s rather lax attitude towards meeting UK national standards. In other words,
there was no common understanding of regulatory processes. Moreover, in spite of the match of
interests for both sides, the asymmetry in the power relationships, and the differences in degree of
dependency meant that the UK firm had to continually reinforce its position with the principal in
order to maintain a position of priority in that company's concerns. This was being made more
difficult by continual personnel changes in the French partner. Cultural and geographical distance
was overcome by frequent faxes, telephones calls, and regular visits to France. In this example the
international and national context mattered from the point of view of regulating the conduct of the
collaboration. The small UK firm had to establish its own participatory conventions to establish

some form of norm of co-operation.

In the case of two long-term transnational collaborations involving biotechnology firms and
pharmaceutical companies, the critical factors of contingency, control and commitment had been
dealt with effectively, while in one case, the smaller firm had to deal with problems of
compatibility. In these two cases personnel on both sides had changed during the lifetime of the
partnership. These firms had developed management systems which enabled the partnership to
flourish in spite of differences in culture and resources between biotechnology firms and their
much larger, foreign partners. The conventions of collaboration consisted of institutionalised high

levels of communication through which different types of knowledge (technical, market,
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organisational, regulatory) were updated.

The collaboration between a small UK biotechnology company and a large US pharmaceutical
company was originally set up because it brought together complementary sets of expertise. The
UK division of the pharmaceutical company undertakes development but basic research is done
in the USA. At the time of the first study, strenuous efforts had been made by a ‘product
champion’ in the UK arm of the US firm to circumvent the cultural rigidities in the system in
order to get the collaboration accepted by the US parent. At the time of the second study, in spite
of the collaboration having lasted for over six years, the respondent from that firm said that the
group in the USA were still not used to collaboration. Moreover, the company did not document
and formalise what had been learnt. Further unpredictability was introduced into the relationship
because of the potential risk caused by changes in the structure of the partner company. The small
UK firm feared being discarded as the US partner had recently acquired a US-based biotechnology

firm.

This example highlights the significance of the national context. The pattern is consistent with
Storper’s finding that managerial practices in large American firms are consistently more oriented
towards imposing very rigid and hierarchical role distinctions and limited information feedback
compared to Japanese or German firms [7]. In this example the ability of the small UK firm to
collaborate at this spatial scale was predicated upon its ability to develop its in-house range of all
five types of knowledge of its partner’s operations even though these were not matched by an

equivalent learning process on the part of the US firm.

Collaborations with Different Partners
The next two example of learning through bitter experience concerns two small UK

instrumentation firms. Here the critical factors are control and contingency. In the first a small

scientific instruments firm which had had, at the time of the first visit, a number of collaborations,
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many of them failures. Nearly all of the failures had involved the electronics research and
manufacturing divisions of major UK corporations. Another had been with a small UK firm which
had gone out of business. Although the entrepreneur had good knowledge of the technical and
market needs of his partners, crucially he had failed to develop in time an understanding of
corporate culture in the UK. He had found that he was unable to control the conduct of technical
relationships, being on the receiving end of decisions taken without regard to his circumstances. In
one case, he was not allowed to advertise the technical success of a machine developed in
conjunction with a UK aerospace company even though the project had absorbed much of the
firm’s resources. When the aerospace firm decided not to extend the initial order he was unable to

capitalise on the technical advance because the market was confined to this one purchaser.

By the time of the second interview it was clear that the owner-manager had adapted his behaviour
to overcome the difficulties he had experienced. Two significant changes to the firm had occurred.
The first was that the firm had moved into manufacturing rather than supplying specialist research
services. The second was the appointment of a non-executive director responsible for financial
planning. These changes had altered the firm’s approach to collaboration as there was now more
emphasis on co-operation over product development than on pure research. Collaboration was still
seen as a driving force for the firm's future development but with decisions being based on
strategic criteria rather than on scientific merit alone. More resources had been allocated to dealing
with the geo-cultural conditions under which collaboration occurs. The firm is currently engaged
in two further, and apparently successful, collaborations, one with the Swiss division of a major
US computer firm, the other with the University of Florida. This firm had chosen to forego
regional/national collaboration in favour of more geographically extensive but more culturally

compatible business relationships.

The next example illustrates most of the critical factors: control, contingency, contracts,
communications and context. In this case the victim was a small high-tech firm which is a world
leader in the manufacture of specialist lasers. The firm had experienced many failures in
collaboration. One expensive failure was within a EUREKA consortium set up to develop
different types of lasers. The small firm had expected to market the technology with its larger,

German partner but found it had lost its expertise to this firm. The German firm had flouted the
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conventions of the European programme and had organised the exploitation of the intellectual
property in Germany outside of the partnership agreement which defined common aims. The cost
to the UK firm was 5 lost years of project development. The UK firm recognised that,
"We were somewhat naive when we went into the project and didn't tie up details in an
enforceable contract that would have prevented them from doing this sort of thing".
In spite of this experience and because of the specialist market, the firm has no option but to build
long-term relationships with major businesses overseas. It has had to develop conventions of
identity and participation with non-UK partners. It had been successful in this having developed a

successful collaboration with a US company in Texas.

Other collaborations

Even with international partnerships between more equal partners (in terms of size), collaborations
require senior staff to travel long distances in order to sustain a common collaboration language.
Two examples illustrate the necessity of communication to establish mutual behavioural
expectations on which conventions of participation are based and to overcome national cultural

differences.

The first collaboration was between UK and Australian firms (on software development for the
commercial airline industry). In this case, senior technical people regularly travelled to Australia
in order to talk through the implementation of the software design. In addition, teleconferencing
was regularly used between the partners but was not seen as an efficient method of
communicating. This was because the agenda set for the televisual link was not necessarily the one

which primarily concerned the people in Australia.

The second was between a firm in Northern Ireland and one in the USA, with a further partner in
Canada. The collaboration was the design and production of a small commercial aeroplane. The
practice and routine in this example took the form of regular meetings. This involved a senior
manager from the UK visiting the partner firm in the USA for only a three hour meeting before
returning to the UK. This event occurs two or three times a month. Such frequent interactions are

beginning to overcome cultural barriers, such as those caused by differences in sense of humour
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and ways of thinking. The Canadian team found the Irish sense of humour difficult to understand.
They thought that levity was misplaced in discussions about a major international development

valued at multi-billions of dollars.

In these two collaborations, the critical factor was communication. Personal contact was required
for issues to be resolved face-to-face. The examples illustrate how a process for making key
decisions was established and allowed people to interpret nuances in conversation hidden by the
fog of cultural differences. Technical learning is therefore complemented by personal interaction
which establishes norms of co-operation. This appears to be particularly important for successfully

managing partnerships overseas.

5. Evaluation

The case studies have been analysed in relation to a set of critical factors which could govern
firms’ expectations and actions over the conduct and outcome of inter-firm collaboration. They
show that by far the most important of these is communications. It is clearly a necessary requisite
but by itself is insufficient to overcome the problems of lack of control faced by small firms,
especially those in collaborations with larger firms. Most of the small firms in the study have been
the driving force in building relationships with the larger firms, establishing common bodies of
knowledge, the basis of conventions, as a means of protecting their interests. The example of a
collaboration involving the small laser firm which failed shows how formal, managed
collaborations as opposed to individual initiatives, may expose small firms to risk where their
technology is visible to other firms, and where control over final market is at arm's length. This
example is interesting from two other points of view. First is in that it is contrary to the stereotype
portrayed in the earlier about the implied reliability of German firms as collaborators. The case
studies of the other collaborations between large companies also show that the communication is

the critical factor in successful collaboration between firms in different geographical contexts.

Our approach has combined organisational with geographical/social interpretations of inter-firm

behaviour which possibly under-plays the risks involved and the necessity for frequent interaction.

19



The study helps explain what is meant when its claimed in other studies [38] that distance is not a
problem in the conduct of inter-organisational activity. First, the reality is that frictions of distance
have been largely overcome by the allocation of resources designed to facilitate the free flow of
information (preparation, time, travel and information technology). Second, firms or individuals
have learnt about the norms of behaviour of other firms in other places, either within or outside
their own national innovation system. We have shown how geo-cultural defined differences are
components of broader national institutional differences. These examples have both illustrated the
problems for small firms working within the sometimes hostile environment of a collaboration
within a large firm even within the same country, and how a product champion in a large firm can
produce a more responsive culture within the company’s operational framework. They have also
indicated the lengths which small firms have to go to acquire the different kinds of knowledge
which will sensitise them to the dangers inherent in collaborating with non-domestic partners. In
all cases, the specificities of the geo-cultural context required firms to adapt their organisational
practices in order to come out as winners from collaboration. For some firms the combination of
pressures to adapt and the experience of loss of control were too great for collaboration as a

strategy to be continued.

6. Conclusions

We have sought to identify how the national and international regulatory environment influences
the establishment conventions of collaboration based on common bodies of knowledge. Storper’s
concept of conventions (acknowledged and shared rules) and Lorenz’s identification of different
types of knowledge are used to discuss how learning in a spatial context involves adapting to
geographical, cultural, economic and political realities. We have shown that in successful
collaborations different types of knowledge form the basis of the critical factors which are
implicated in firms’ capacity to interpret past and current behaviour. These become a means of
efficient screening of new opportunities, distinguishing between technical and market potential of
joint developments; predicting the possibilities of new markets through using their partner’s own
market intelligence; assessing the risks of collaboration arising from their own and partner’s
weaknesses and differing priorities; negotiating intellectual property rights; and redressing the

power imbalances between small and large firms. Through these learned capabilities, firms
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negotiate with partners to establish ‘identities of collaboration’ in which both there is some
common acceptance of rules of conduct. The resulting new conventions or norms of co-operation

facilitate interaction whatever the distance between partners.

However, while the need to overcome cultural and size disparities produced demands on the
ability of smaller partners to institutionalise more balanced sets of power relations through the
establishment of a common cultural base of participation as shared conventions. However, even
international collaborations under EC programmes which have their own rules of engagement
require the means of ensuring that risks are minimised. Formal agreements are not substitutes for
firms’ understanding of the dangers of relying on trust to safeguard their interests. Failure to learn
may mean that the geographical outcomes of this form of collaboration are not necessarily those
intended. The basis of these programmes is the sharing of information as form of collective order.
The example of the small laser firm shows this breaks down because there are no institutionalised

controls, and larger firms can exploit asymmetries of power.

The theoretical implications of this study are that we have identified a combination of socio-
political and geo-contextual dimensions to the conduct of inter-firm collaboration. These produce
geographically specific sets of power relations in which smaller firms seek to redress the balance
of power with larger firms by promoting acknowledged and shared rules. This goes beyond what is
commonly referred to as ‘trust’ We find that the notion of trust in commercial relationships may
be overplayed if it does not take account of the essentially transactional nature of collaboration.
On the other hand, trust, especially at a professional scientific level is often the basis of much

informal collaboration.

From this point, the advice for small firms in particular and for firms in general is not to trust your
partner. The role for policy is to provide the means of helping firms identify which critical factors
are likely to be the most significant in the way a collaboration, particularly with overseas partners
will proceed. These are based on an assessment of which types of knowledges are required in
order facilitate harmonious realtionships. For example, what do firms needs to know about the

other firm’s priorities, technical competences, their potential weaknesses and so on.
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