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Abstract

Strategic alliances are becoming an important means of survival for managing construction organisations. Such alliances are a

compromise between organisations doing business in isolation and in mutual partnership with another organisation(s). The key
to competitive advantage and improving customer satisfaction lies in the ability of organisations to form learning alliances; these
being strategic partnerships based on a business environment that encourages mutual (and re¯ective) learning between partners.

Well-designed, successful alliances enhance co-operation and a high level of trust and commitment. A learning framework is
presented to foster successful co-operative strategic alliances between construction organisations. A case study is highlighted
based on Rameses Associates and Lloyds TSB Insurance of the UK, to illustrate the advantages of the thesis pro�ered. 7 2000
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1. Introduction

Most construction organisations function in a stra-
tegic mode that is in¯exible and unresponsive to
changes in customer demands. Upon examination of
their immediate competitors, many such organisations
would invariably discover that they were implementing
the same strategies and operational initiatives. Com-
petitive advantage requires that an organisation must
do three things more e�ectively than its competitors:

1. it must quickly recognise changes in demand that
could have an adverse impact on its operations (and
conversely those that could yield positive impact);

2. it must be ¯exible enough to respond to changes in
customer needs and demands; and

3. it must understand its own capabilities relative to

demand.

To satisfy these three goals requires a learning or-

ganisation. Such organization has the ability to change;

and more importantly, recognise the way it needs to go

about its business [1]. This is important because con-

struction is an increasingly competitive industry,

demanding improved inter-organisational relations [2].

A number of theories as to why organisations enter

into closer business relationships have been proposed

[3]. Leading on from these, it has been suggested that

construction organisations should strive for sustainable

competitive advantage through the initiation of stra-

tegic alliances [4]. Accordingly, organisations cannot

achieve long-term competitive advantage without stra-

tegic alliances [5].

It is becoming increasingly di�cult for organisations

to remain self-su�cient in a turbulent and changing

business environment; demanding focus and ¯exibility.
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With this in mind, the recommendations of the New
South Wales Royal Commission [6] and the Latham
Report [7] con®rm that strategic alliances are an im-
portant aspect of the construction procurement pro-
cess. Their use as a mechanism for cutting costs and
improving quality has also been advocated by industry
practitioners [8].

This paper describes how strategic alliances can pro-
vide a `means of survival' for construction organis-
ations Ð providing opportunities for partners to co-
operatively join forces and create value, rather than
simply achieve basic, commercial transaction(s). It is
further suggested that collaborative alliances encourage
learning and, that the key to improving customer satis-
faction (and maintaining competitive advantage) stems
from resulting learning alliances. A framework is pre-
sented to encourage mutually bene®cial strategic con-
struction alliances. The implications of this paradigm
are discussed in detail. A real-life case study reinforces
the practical bene®ts of the academic thesis pro�ered.

2. The concepts

De®nitions of strategic alliances abound in the lit-
erature [9]. However, a common thread is apparent.
This concerns the establishment of inter-organisational
relations and the encouragement of collaborative beha-
viour. A strategic alliance exists when the value chain
between at least two organisations (with compatible
goals) are combined for the purpose of sustaining and/
or achieving signi®cant competitive advantage [10]. An
alliance can exist between any players in construction.
For example, contractors could form an alliance for
international joint ventures, or an alliance can be
established between main contractor and subcontrac-
tor(s) or client(s). Their structure can take a number
of forms, but essentially, alliances are either collabora-
tive or co-operative.

Collaborative strategic alliances have become `fash-
ionable' [11]. It has been suggested that organisations
entering into such alliances are aware that their part-
ners are capable of `disarming' them [12]. Parties of
collaborative alliances have clear objectives and under-
stand how their partner's objectives can a�ect their
success. Acquiring knowledge from partners is not a
devious act, but rather, represents a commitment to
absorb each other's skills. Collaboration does not
always provide opportunity to internalise a partner's
skills; it often allows organisations to examine what
their competitors are doing best and bene®t from this
knowledge. Consequently, a `psychological barrier'
may exist between alliance partners, stemming from
the fear that the one may out-learn or de-skill the
other.

Alliances can be used as an indirect strategic weapon

to slowly de-skill a partner who does not understand
the risks inherent within such arrangements. Collabor-
ation within alliances (for example, between subcon-
tractors), can lead to competition in both learning new
skills and re®ning organisational capabilities. Never-
theless, collaboration can be paradoxical in nature.
While organisations typically enter collaborative re-
lationships to reduce complexity (i.e. of their environ-
ment) it has been argued that the best collaboration
may be the one least recognised as such and, that its
formalisation may hinder its genuine achievement [11].
That is, collaboration and joint learning may occur
through interaction; without formal conceptualisation
or labelling. Idiosyncratically, construction operates in
such a collaborative mode, yet it can be ine�ective
because of its transient nature.

Co-operative strategic alliances encourage partners
to commit resources to the relationship. A reduced
level of competition follows and partners feel more
committed to work together. Indeed, co-operating or-
ganisations have been found to obtain lower costs for
as long as they maintain trust Ð internally among
employees and externally among the network [13].
Both collaboration and co-operation strategies can be
successful. Yet, their e�ective use is dependent on an
organisation's ability to learn. Within these alliances a
re¯ective and mutual learning environment encourages
e�ective knowledge transfer, this providing a mechan-
ism for stimulating participants' satisfaction. The
authors propose that within co-operative environ-
ments, alliances mutually aspire to meeting the re-
lationship's objectives. In a collaborative environment,
partners essentially view each other as competitors try-
ing to achieve individual goals.

However, within some co-operative arrangements,
partners may begin to lose their competitiveness and
vision once they have become dependent on the capa-
bilities of others. If this occurs, the less reliant partner
may cause a threat to the other. To avoid this, alliance
structures should include a learning framework
enabling open re¯ection of partners' knowledge whilst
retaining visions and individualism. This allows all
parties to bene®t from shared knowledge. Learning is
the fundamental ingredient in strategic alliances [10].

3. The need for learning in strategic alliances

Strategic alliances facilitate knowledge transfer. This
entire process relies on a learning mechanism and
trust. Without trust, bene®ts to the alliance are mini-
mised. In co-operative alliances, the learning is more
intense and evacuative in comparison to those that are
collaborative. The need for alliances to extract knowl-
edge and skills from each other for survival has pre-
viously been emphasised [14].
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The process of learning in strategic alliances is based

on single-loop1 learning. Learning opportunities are

not typically exploited in a form consistent with their

initial learning objectives. Consequently, the primary

barrier to learning occurs at an individual level where

learning opportunities are not exploited; because the

alliance experience con¯icts with existing managerial

beliefs. Double-loop learning2, can help overcome

these problems. This incorporates a high level of evalu-

ation and analysis of information into knowledge;

enabling changes to be made for mutual bene®t. It

also leads to the development of creativity in problem

solving, which has been referred to as deutro-learning

[15]. Essentially, deutro-learning occurs when organis-

ations discover how to carry out single-loop and

double-loop learning simultaneously.

The notion of organisational learning is not entirely

new, but one can di�erentiate between a long term

interest in learning as a concept in organisational the-

ory and the more recent focus on the idea of the learn-

ing organisation. The former is concerned with

enhancing learning processes in order to improve indi-

vidual and collective organisational knowledge and

understanding. The latter focuses on design of organis-

ations to deliberately facilitate the learning of members

and therefore improve collective adaptation [16].

Debates concerning the anthropomorphism of claiming

that organisations have memories can be set aside. Of

course, memory resides in individuals but can also

occur in systems, structures and many dimensions of

organisational culture. There is presently wide debate

in this area and while consensus seems far o�, there is

some overall agreement in that:

. organisational learning is more than simply the sum

of members' learning;

. environmental alignment is vital; and

. the probability of learning is a�ected by: the degree

of environmental turbulence; the rigidity of organis-

ational structure; the adequacy of the organisation's

strategy; and its strength of culture.

An organisation must travel two paths in order to

learn:

. the systems-structured path, which concentrates on
communication, that is, information acquisition and
distribution, emphasising structure for allowing tan-
gible data and message transmission and storage;
and

. the interpretative path, which emphasises infor-
mation sharing and the interpretation capabilities of
human participants.

Many organisational theorists place emphasis on the
systems-structured approach while others prefer the in-
terpretative path. Less frequently are the two brought
together to enhance understanding, analysis, and a
concomitant richer picture of this overall complex con-
cept.

The complexity of organisational learning grows
when one considers the di�erent types of learning; ran-
ging from adaptive to institutional experience. Some
suggest single loop or adaptive learning; double loop
or generative learning; and even triple-loop learning as
dialogue [17]. Here we have a range that involves
incremental and adaptive learning focused on: chan-
ging routines; pushing towards a new framework for
learning and practice; and learning about learning
through revealing and altering the tacit infrastructure
of thought. When the di�erent levels of learning (indi-
vidual, group, organisation-wide) and the problem of
knowledge types are aggregated (explicit and tacit
[18]), the problem grows. The authors therefore
suggest that for strategic construction oriented alli-
ances to improve customer satisfaction they must be
able to learn collectively.

The concept of the learning organisation provides a
new paradigm. Traditional notions of the organisation
see it as a place where learning takes place autono-
mously and where individuals operating (as individ-
uals) acquire new knowledge and/or experience. This
suggests that successful organisations learn perse.
Therefore, if an individual leaves an organisation, the
knowledge acquired within it remains. Over time, team
members develop new skills and capabilities, which
alters what they can do and understand. Consequently,
individuals that make up the team learn together (e.g.
quality circles). Mechanisms, such as those ingrained
within quality management allow e�ective learning to
occur. The organisation becomes a `laboratory' where
people at all levels are constantly experimenting with,
and testing, new practices and techniques.

Organisations that readily adopt and are committed
to quality management will be uniquely prepared for
the `learning disciplines'. Such disciplines include per-
sonal mastery, mental models, shared vision, team
learning, and systems thinking. Yet, none of the above
can be e�ectively applied without the constant co-oper-
ation of all organisational members. That is why suc-
cessful organisations place particular emphasis on

1 Single-loop learning occurs when members of an organisation

respond in their envionment by detecting errors and correcting them,

but by maintaining existing orgainsational norms. This level of learn-

ing does not encourage or result in any re¯ection or inquiry. It

focuses on solving present problems without any examination of the

appropriateness of current behaviour or the mindset that produced

the problem.
2 Double-loop learning not only monitors existing processes but

also involves the modi®cation of organisational culture, policies,

objectives, strategies and structure. Double-loop learning involves

changing the organisation's knowledge base, competencies and

routines.
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practices such as empowerment, mobilisation, and mo-
tivation, making sure that they `penetrate' the entire
workforce, from senior management down [1].

Paradoxically, organisations must also unlearn to
survive [19]. It is pro�ered here that before construc-
tion organisations consider forming an alliance,
unlearning must take place. That is, current modes of
operation (typically hierarchical and rigid) must to
some extent be disregarded, so that a di�erent `beha-
viour' is encouraged. Much of the basis for productive
learning resides in unlearning. Unlearning is: ``The
process through which learners discard knowledge''
[20]. Whether we can actually ever erase knowledge (as
if deleting ®les from a computer hard drive) is a con-
troversial issue and beyond the scope of this paper.
Unlearning is not the opposite of learning; it involves
severing current behaviours and/or mental modes. For
example, implementing quality circles or cross-func-
tional teams means unlearning traditional de®nitions
of boundaries, roles, responsibilities and authority.
The authors propose that without a co-operative learn-

ing environment, the success of strategic alliances will
be limited. Therefore, a learning framework for suc-
cessful co-operation is suggested as in Fig. 1. The
essential components of this framework are now
described.

4. A new learning framework paradigm

Some models of learning organisations are no more
than clear descriptions and do not o�er anything new
for solving today's complex organisational problems.
Underlying the models of learning organisations that
are genuinely di�erent from traditional approaches is
systems thinking [21] Ð this having a systemic and
holistic focus facilitating organisational learning within
alliances. Feedback processes need to be in place, to
provide information about what has to be learned as
well as what has been learned. Project managers within
the partnership need to have an understanding of how
sub-systems of the alliance are inter-related and how

Fig. 1. A learning framework for co-operative strategic alliances in construction.
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they individually in¯uence procurement of the ®nal
product or service they are providing.

To foster organisational learning it is necessary to
focus on both individual and group skills, for design-
ing suitable (continuous learning) support structures.

Managers at various levels within the alliance need to
create and stimulate an appropriate organisational
(learning) climate. Mistakes (errors/rework) must be
seen as opportunities to learn; there must be honesty

and trust throughout for this to happen [14].

Fundamentally, learning requires receptiveness to

new ideas. There must be ®rm commitment from
senior management to free up employees or for site
managers to free up subcontractors so they can
have the time to re¯ect and review their actions.

Such an approach is embedded in the process of
double-loop learning. By encouraging the double-
loop process, members of the organisation or pro-

ject are required to act as change participants and
progress with a dynamic relationship, where knowl-
edge transfer and information is intense and highly
valuable.

Organisations e�ectively co-operating with each
other, are better able to adapt to dynamic environmen-

tal changes and to satisfy customers' needs. An im-
portant factor of learning is the encouragement of
dialogue with alliance members. All partners of the
alliance must be able to receive and transmit infor-

mation (across internal and external boundaries). Criti-
cal also is how knowledge is communicated. Successful
organisations are those that consistently create new
knowledge, and are able to disseminate it widely

(through the organisation) [18]. A critical part of the
exchange between alliance partners is the ease of access
to all forms of knowledge, from knowledge about

people, facilities, management systems and practices,
to critical information about di�erences in values and
beliefs. It has been suggested that alliances can sustain
joint learning structures if the following steps are inte-

grated into relationships:

. becoming aware and identifying new knowledge;

. transferring/interpreting new knowledge;

. using knowledge by adjusting behaviour to achieve
intended outcomes; and

. institutionalising knowledge by re¯ecting on what is
happening and adjusting learning behaviour [22].

Knowledge and communication are valuable com-
ponents of the framework and should be constantly

monitored and extended. The most signi®cant learning

that can take place in organisations involves changing
mental modes. Essentially, people need to learn how to
surface, challenge and adapt their mental modes to
cope with change [1]. To support the alliance learning
process, joint learning structures, strategies and pro-
cesses need to be developed. This should include:
designing reward and incentive systems that encourage
both individual and organisational learning; and estab-
lishing mechanisms for collecting and transferring in-
formation from both inside and outside the alliance.
Shared learning within strategic alliances enables par-
ticipants to develop multiple and overlapping technol-
ogies and skills into future products and services. In
essence, a strategic alliance that incorporates shared
learning encourages a strong foundation for a relation-
ship built on trust and mutual commitment.

5. The mutually bene®cial learning alliance: a case study
of Lloyds TSB Insurance and Rameses Associates

The following real-life case study is exemplar of the
philosophy pro�ered in this paper, and is evidence that
the strategic learning alliance works exceptionally well
in practice. Rameses Associates3 (Rameses hereafter) is
an SME contractor specialising in refurbishment, con-
struction and damage management. Rameses operates
exclusively for their client Lloyds TSB Insurance4 who
underwrite physical assets against disaster (®re, ¯ood
and other perils). Lloyds TSB Insurance is the largest
provider of Personal Lines Insurance in the UK.

Rameses realised that Lloyds TSB Insurance was a
major client with an ongoing construction demand
(the nature of which consists major domestic property
refurbishment and works of an emergency nature). It
made good business sense therefore, that if Rameses
could totally satisfy the client's demands, a continual
(increasing) workload would ensue and the administra-
tive burden of competing for work (and its concomi-
tant pressure on prices) would be negated. Rameses
formed an alliance with its employees and suppliers/
subcontractors in so far as the former situation was
made explicit Ð these parties learned the aspirations
of Lloyds TSB Insurance Ð and the rewards for
achieving such (e.g. stability, income and reputation).

Rameses then set about placating the needs of
Lloyds TSB Insurance fully, in terms of:

1. speed (quick response in emergency works and miti-
gation of damage);

2. quality (of process, product and service, both to the
client and the client's customers);

3. minimal administrative burden (e.g. procurement,
management of works); and

4. satis®ed customers (i.e. Lloyds TSB Insurance cus-
tomers).

3 Rameses Associated Ltd., The lodge, Ash House, Yarn®eld,

Stone, Sta�ordshire, ST15 ONJ, UK.
4 Lloyds TSB General Insurance Ltd., Tredegar Park, Newport,

Gwent NP10 8SB, UK.
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It is noticeable that cost was not an overriding cri-
terion at this stage. The contractor provided (continues
to provide) Lloyds TSB Insurance with a service that
fully achieves all the above four objectives. Sub-
sequently, a mutual dependency was nurtured and
more importantly, the bene®ts of this alliance were
understood by all parties. The parties learned to
understand each other's needs completely and trusted
each other totally; to the point that they now operate
almost as one company. All parties became a mutually
bene®cial, strategic construction alliance.

The results of this alliance include the following ben-
e®ts:

. the client obtains exclusivity of the contractor's ser-
vices;

. the client achieves total satisfaction regarding its
trading transaction with the contractor (as listed
above) that is, the client satis®es its own customers;

. the client has a reduced administrative burden and
associated costs (e.g. procurement, contract adminis-
tration, rework, waste, complaints);

. the contractor has something of a `guaranteed'
workload; and

. the contractor remains in a pro®table trading pos-
ition.

Lloyds TSB Insurance appreciate that an extra capi-
tal cost results from this alliance, but, that the overall
(longer term) bene®ts (cost savings) outweigh such.
That is, value-for-money is achieved. Consequently,
both the client and the contractor gain from this
business interaction whilst end users are provided with
a service that is second to none.

Just as importantly (in a macro-context), a degree of
stability and pro®tability is brought to the construc-
tion industry. Any client that has had to pick-up-the-
pieces after one of their main contractors has failed
®nancially in mid-contract, will fully appreciate the
bene®ts of this. Moreover, the business activity (inter-
action) in itself represents a continual learning process.
This is in stark contrast to the typical (construction)
non-value-adding basic business transaction that
occurs under more common adversarial client/contrac-
tor (`them and us') business relationships.

This alliance has been in existence now for almost
®ve years. During this time, the trading activities of
Lloyds TSB Insurance have increased signi®cantly,
both as a result of greater workload and expansion
from mergers. Obviously, due to their trading relation-
ship such expansion has been mirrored in Rameses`
turnover growth. This is a further evidence that a suc-
cessful strategic learning alliance is bene®cial, in all
respects, to all parties thereto.

6. Conclusion

Co-operative alliances can create a shared vision of
mutuality perse and hence the learning organisation
evolves. This type of learning enhances an organis-
ation's capacity to learn continuously and improve the
e�ectiveness of its systems and operations. Thus,
improved and more e�ective operations bring with
them improved internal and external customer satisfac-
tion. It is suggested that organisations looking for
long-term alliances that incorporate the essential el-
ements of the framework proposed herein will gain ad-
vantage over their competitors by developing unique,
mutually bene®cial and e�ective business relationships.
These relationships, if nurtured, will cultivate a climate
for mutual learning, trust and client bene®ts. Remain-
ing focused on the alliance objectives, may not only
reduce costs, but also maintain a sustainable competi-
tive advantage as well as win-win business trans-
actions. Construction organisations can not employ
yesterday's business philosophies today, if they wish to
remain in business tomorrow.
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