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Abstract

The concept of knowledge as a strategic asset of a firm underpins the idea that the ‘learning’ in a learning organisation can be a source of competitive advantage. The principles of learning organisations can also be applied to integrated supply chains, where they demonstrate the same potential to improve competitive advantage. Product flows in chains are linear, but relationships in chains may exist in clusters or nodes that are non-linear because they involve more than two chain participants. Within these relational nodes, firms have enhanced prospects of learning from one another, and in the process, they can create more value than could otherwise be possible. When added value is created through joint learning, a “locus of value” exists. We propose that a locus of value is the hallmark of a learning chain. It improves competitiveness and is difficult to emulate by competitors.

Introduction

Knowledge, described as ‘the capacity to act’ (Sveiby, 2001), is a key strategic asset of the firm (Grant, 1996). The application of knowledge to tangible assets drives the creation of value, and knowledge becomes a source of competitive success when firms develop capabilities that embed their knowledge in the goods and services they market (Hall, 1999). Sustaining competitive success requires that firms capture the knowledge that resides in individuals and leverage it across the whole firm (Sveiby, 2001). Turning knowledge into capabilities, and capabilities into competitive advantage, is therefore a process essentially rooted in the intangible assets of a firm, in particular its human or intellectual capital.

A firm’s intangible assets can be viewed as a core of processes, systems, databases and structures that are under the direct control of management, surrounded by an outer layer of human resources that are influenced, but not directly controlled, by management. Mediating between the core and the outer layer is the firm’s culture and leadership.

Take in figure 1

When a firm’s culture and leadership fosters the development of individual knowledge and capabilities and provides mechanisms by which they can permeate the intangible assets of the whole firm, a ‘learning organisation’ is said to result (Senge, 1990). Learning organisations are characterised by having a persistent sense of urgency, people who can create and communicate vision, empowered employees and an adaptive corporate culture (Kotter, 1996). Recently, Schein (2002) warned that building a learning organisation is much more difficult than it seems, and that very few learning organisations actually exist in practice, though he does not suggest that the quest to create a learning organisation is not a worthwhile one.

Relationships in learning chains are likely to be non-linear

Spekman et al. (2002) demonstrate that the principle of knowledge as a source of competitive advantage can be extended from the individual firm to the whole supply chain. They conclude (p.41) that a chain’s ability to learn “will ultimately separate the winners from the losers”. In doing so, Spekman et al. infer the probability of ‘learning chains’, and thus raise, but do not answer, a range of questions about how the intellectual capital of individual chain partners becomes a source of competitive advantage for the whole chain, or at least for significant parts of the chain. In this note we extend the argument of Spekman et al. that the sharing of intellectual capital among chain participants creates value, and we postulate that (1) ‘learning chains’ exhibit similar features to learning organisations; (2) in learning chains, firms share intellectual capital in a particular way that creates additional value and (3) non-linear relationships in learning chains generate competitive advantages that are difficult to emulate.

Supply chains are typically depicted to reflect the linear flows of products and services in one direction, and money in the other direction. This is an accurate representation insofar as physical and economic flows are concerned, but we argue that linear models of supply chains may have inadvertently lead to linear ways of conceptualising other dimensions of chains that are not necessarily linear. Such dimensions include information sharing, relationship building and knowledge creation. While it may seem obvious that firms in chains are not constrained to learn from or build relationships with only those firms that are adjacent to them, it is still usual to describe relationships within integrated chains as a linear sequence of dyads (pairs) involving adjacent chain participants (see, for example Lambert and Cooper, 2000). If the purpose of relationships in integrated chains is to create value through shared learnings (Spekman et al., 2002), then the total value created within a simple linear chain of relationships is equal to the sum of the values created by each dyad. In the simplified example below, this total value is represented by the sum of the shaded areas. 

Take in figure 2

Multiple relationships create a “locus of value”

How well are linear models of integrated supply chains reflected in practice? In an examination of each major sector of agribusiness in Australia, we discovered examples of chains where participants were involved in three- and four-way relationships that drew together both adjacent and non-adjacent firms. For example, there were miller-baker-retailer relationships in the grain sector, grower-ginner-spinner relationships in the cotton sector, and producer-processor-retailer relationships in the produce sector. Each of these relationships formed a node within their chain that, we argue, has the potential to create more value than is possible from a series of dyadic relationships involving the same firms, as illustrated below.

Take in figure 3

Here, the total value created by the various relationships among firms A, B and C is represented by the values created by the A-B, B-C and A-C dyads, plus the mutually shared value created at the intersection of A, B and C, which we have labelled the “locus of value”. A locus of value represents the additional value derived by learning among, rather than between, chain partners, and we propose that its magnitude is a function of each firm’s relational capability (Lorenzoni and Lipparini, 1999). In the three-way relationship above, it is the value each partner derives from being in a simultaneous relationship with both of the other two. Because such a configuration provides maximum opportunity for shared learning, the presence of a locus of value is proposed as the hallmark of a learning chain.

The locus of value creates competitive advantage

In the diagram below, while product flows linearly along the A-B-C-D-E pathway, the distinguishing feature of the chain is the relational node involving B, C and D, and the locus of value thus created.

Take in figure 4

Clearly B, C and D have formed a relationship with the potential to engage in the kinds of collective behaviours normally associated with individual learning organisations. From the agribusiness examples we have observed, it appears that among firms like B, C and D it is possible to develop a culture where tacit knowledge and other intellectual capital drives a shared learning process that takes place in the mutually occupied space – the locus of value. When the results from this shared learning add to the core intangibles of each firm - the processes, systems, databases and structures – a learning chain exists, and value is created that could neither be created in any other way, nor easily duplicated by firms whose relationships are not configured so as to create a locus of value. 

Questions for further research

Should the propositions outlined above prove to be supported by more rigorous examination, we contend that the following hypotheses could then be tested:

H1: that relational nodes drive the value chains of which they are part, ie. that they are likely to be the source of chain champions, initiators and leaders; 

H2: that the locus of value is a key source of competitive advantage in integrated chains; and

H3: that learning chains are characterised by at least one locus of value. 

References

Grant R. (1996), “Towards a knowledge-based theory of the firm” Strategic Management Journal, Vol. 17, pp. 109-22.

Hall R. (1999), “Rearranging risks and rewards in supply chain management” Journal of General Management, Vol. 24 No. 3, pp. 22-32.

Kotter J. (1996), Leading Change, Harvard Business School Press, Boston.

Lambert D. and Cooper M. (2000), “Issues in supply chain management” Industrial Marketing Management, Vol. 29, pp. 65-83.

Schein E. (2002), “The anxiety of learning” Harvard Business Review, Vol. 80 No. 1, pp. 100-6.

Senge P. (1990), The Fifth Discipline: The Art and Practice of the Learning Organization, Random House, Sydney.

Spekman R., Spear J. and Kamauff J. (2002), “Supply chain competency: learning as a key component” Supply Chain Management, Vol. 7 No. 1, pp. 41-55.

Sveiby K. (2001), “A knowledge-based theory of the firm to guide in strategic formulation” Journal of Intellectual Capital, Vol. 2 No. 4, pp. 344-358.
Figure 1 The intangible assets​​​​​​​​​​​​​​​​​​​ of a firm____________________________________


Figure 2 Value creation in a linear chain of relationships_______________________    

Figure 3 The locus of value in multi-relationship chains_______________________    



Figure 4 Possible architecture of a learning chain___________________________   

Ray Collins and Tony Dunne are Associate Professors in Agribusiness in the School of Natural and Rural Systems Management, University of Queensland, Gatton campus, Q4345, Australia.

Email rcollins@uqg.uq.edu.au; tdunne@uqg.uq.edu.au
Michael O’Keeffe is with Agribuys Australia Pty Ltd., PO Box 875 Pymble NSW 2073, Australia.

Email michael.o@agribuys.com




FIRM C





HUMAN CAPITAL





CULTURE





CORE COMPETENCIES


STRUCTURES


SYSTEMS


PROCESSES


KNOWLEDGE





LEADERSHIP





HUMAN CAPITAL





FIRM C





FIRM A





FIRM B





FIRM B





FIRM A





LOCUS OF VALUE





LOCUS OF VALUE





FIRM E





FIRM C





FIRM D





FIRM B





FIRM A








