Partners in a journey to the centre of the world: Spanish and Japanese knowledge
transfer and alliances in the Spanish healthcare industries (1960s-1980s)*

Abstract: This study analyses the role of commercial and technological alliances with
Japanese firms in the internationalisation of Spanish healthcare corporations between the
1960s and the 1980s. These alliances taught the local partners to operate in global
healthcare markets, particularly in legal, organisational, and financial terms. Firms like
Almirall, Hubber, and Grifols, benefitted from Japanese knowledge transfer to enter Asian
and American health care markets. The case of Grifols, for which more archival sources
are available, is the focus of the article, and demonstrates that alliances with Western
subsidiaries of the Japanese Green Cross Corporation played an instrumental role in
teaching the managers and technical staff of the Spanish healthcare firm to go beyond
their previous exports and undertake foreign direct investments in the US health market.
The study suggests a future research agenda to explore more about East—West alliances
in the internationalisation of peripheral economies of the world.
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Introduction

This study analyses the instrumental role played by commercial and technological
alliances with Japanese firms in the internationalisation of Spanish healthcare
corporations between the 1960s and the 1980s. The hypothesis is that these alliances
contributed to the internationalisation of Spanish companies by teaching the local partners
to operate in the global market, particularly in legal, organisational, and financial terms.
Spanish companies that successfully forged alliances with Japanese firms between the
1960s and the 1980s obtained not just high-tech Japanese products, but also all updated,
standardised, and simplified technological, commercial, and organisational knowledge,
about how to cross regulatory and commercial entry barriers in developed health care
markets of the world, and undertake long-term projects of foreign direct investments in

them. Research has found at least three cases of Spanish health care companies in which



Japanese contacts and alliances in those years played an instrumental role to cross entry
barriers in American and Asian markets, for export activities in most of the cases but to
start direct investments in those markets and compete with first movers in those markets,
in some other cases. Empirical evidences from archives and oral sources have been
particularly abundant for one case study, the Grifols corporation, which is the third world
company in the plasma protein industries today, one of the leading corporations in the
United States in this industry, and one of the three most outstanding foreign health care
corporations investing in the acquisition of health care corporations in the United States

in the last decade.

The empirical evidences are limited, but suggest a hypothesis that further research must
confirm: that strategic and successful East-West alliances helped corporations from
peripheral economies of the world complement capabilities to help them cross entry
barriers in global health care markets. The empirical evidences presented in this article
suggest that these alliances were not exceptional, and that their common goal was to
exchange competitive capabilities to cross entry barriers in global markets, as a first step
to compete in the long-run with first movers. The study has found, finally, empirical
evidences that further research would need to confirm, about the role played, in these
alliances, by “culturally hybrid managers”, managers with organizational capabilities
from very different business cultures who are able to use them to influence successful

East-West alliances.

Spanish healthcare corporations have not preserved complete archival records of
their human resources departments and the reliability of oral sources is not always easy
to test. The case of Grifols, for which a variety of oral testimonies from managers and
archival material has been gathered, reveals that the alliance (1982-1998) with Alpha

Therapeutic Corporation (the US subsidiary of the Japanese Green Cross Corporation),



was of extraordinary importance for the transformation of the Spanish corporation into a
global player-The domestic market represented 96% of Grifols’ sales in the early 1970s,
but during the first decade of the twenty-first century it dropped to less than 6%, with the
focus shifting to the US market. A key factor in this shift was Grifols’ alliance with the
US subsidiary of the Japanese Green Cross Corporation between 1982 and 1998. During
these years, Japanese and North American managers taught the highly qualified staff in
Grifols how to adjust their organization and their manufacturing and commercial facilities
to meet the different legal, organisational, and financial requirements they needed to
obtain their first US Food and Drug Administration license to manufacture products in
Spain. This licence made possible to manufacture in Spain products that could be sold in
the US market, the most rapidly expanding market for healthcare products in the world

in the second half of the twentieth century and the first decades of the twenty-first century.

The Grifols staff had accumulated organisational and commercial knowledge on
how to operate as a large professional corporation from previous North American partners
in their joint partnerships of the 1960s-1970s: leaders in plasma manufacturing (Dade
Reagents Inc. from Miami 1960-1965), and hospital equipment distribution (American
Hospital Supply Corp. from 1966 to 1982) in the United States.? They had already learnt
from US corporations how to integrate scale and scope, to increase production and
distribution and professionalize their management, essential capabilities needed to start
their exports of plasma products to the United States, and supply much needed hospital
supplies to their expanding new hospitals. In the late 1970s and early 1980s the company
incorporated a young third generation of the Grifols family, and took the decision to go a
step further, with a new partner, that could help them undertake internal changes to follow
US rules of manufacturing to sell into their market, and think about investing in the United

States. Grifols needed to learn how to follow the complex quality requirements of the US



administration in the Grifols factory in order to receive an FDA license to sell the products
manufactured in Spain directly in the US market. Interviews with the Spanish and
Japanese CEOs involved in this process revealed that both agreed that the alliance and
the trust established between the Spanish and the Japanese corporations were the key that
opened the door for Grifols products and investments to access the extremely difficult-
to-enter US market. In Grifols, the final spillover of the alliance between this Spanish
company and the Japanese—US multinational did not occur in the host economy, but rather
involved the globalisation of the Spanish company in tough healthcare markets. The
Spanish managers and technical staff were trained by their foreign partners to be a global
corporation, to be able to organise a global workforce, and to expand in foreign markets.
The study is limited in the amount of empirical evidence provided, but suggests an
interesting future research agenda: to discover more about international alliances between
East and West and their role in the internationalisation of multinationals from peripheral

economies.

The mechanisms of knowledge transfer between multinationals from late-
developing and developed economies have been explored by management scholars,
international business scholars, and business historians (Mathews 2006; Johansson 2009;
Cantwell 2013; Guillén and Garcia-Canal 2013; Cano-Kollmann et al. 2016; Fernandez
Pérez 2015; Buckley and Fernandez Pérez 2016). Developing economies in the global
periphery have frequently faced difficulties in the transfer or creation of innovations, in
contrast with developed economies (Jones 2005; Schroter 2015; Abe 2015; Fridenson
2015; Umemura 2015; Wada 2015; Fernandez Pérez 2015). The concept of periphery is
used in this article with a geographical, and an economic meaning. As Tadao Umesao,
and Kenichi Ohno have indicated, East Asia and Western Europe and are the periphery

of a big geographic Eurasian region (Ohno 2006, 8). From an economic point of view,



Japanese catch-up with leading Western countries would have started in the late 19"
century and early 20" century, but wars and military conflicts (with Korea, China, Russia,
and the United States) and an economic policy led by military interests did not strengthen
the Japanese economic development. The economic growth that took place in Japan
between the mid 1950s and the mid 1970s (10 per cent average annual GDP growth)
made Japan second largest economy in the world after the United States around 1970
(Ohno 2006). On the other side of the Eurasian periphery, Spain’s catch-up with leading
Western European countries would have started, as Japan’s, in the late 19" century and
early 20" century, but wars (the Spanish civil war of 1936 to 1939) and above all a long-
lasting military dictatorship that lasted four decades until 1975 drove the Spanish
economic pathway of growth far from the pathway followed by more developed
economies: when Spanish integration in European economic institutions took place in
1986, European funds had to be transferred to Spain, to help backward
regions convergence with the average Western European regions, until recent times
(Carreras and Tafunell 2003). To sum up, Spain and Japan are both geographically in the
periphery of Eurasia, and from an economic point of view both were developing
economies in terms of their convergence with leading economies, until the 1950s in Japan

(Ohno 2006), and until the 1990s in Spain (Carreras and Tafunelll 2003).°

Far from the economic center of the world, innovative scientists and entrepreneurs
in the health care industries existed, in small biomedical urban clusters in the Eurasian
periphery, before 1945. New technologies of the late nineteenth century and early decades
of the 20th century such as blood derivatives manufacturing, were not widespread in the
Eurasian periphery before the 1950s. Innovative products like plasma and plasma proteins
were often introduced to potential clients in a personal way and in small quantities, often

in scientific international conferences like the annual International Congresses of Blood



Transfussions that started in 1947, the Symposiums on Blood Bank Methodology that
began in 1953, and the Congresses of the Société Européenne d"Hématologie that started
in 1949.% Doctors, nurses, and employees of different qualification and salaried condition,
working in hospitals, clinics, or laboratories, were the intermediate consumers who
transferred these new products to the final real consumers, who were the sick, the patients.
The medical and the pharmaceutical professionals, as well as the sick, were fragmented
in dispersed buildings in the countryside and in the cities. Transportation and
communication costs were high, therefore, the health care markets only took its modern
integrated shape after the 1950s-1970s. Uncertainties and risks were overcome, in the
periphery, often through informal and formal alliances to buy and sell new technology,
products, and knowledge. Professionals of the health care sciences became, sometimes,
managers, combining scientific knowledge about the blood industry with organizational
knowledge. International alliances and joint-ventures helped reduce uncertainties and
risks, but also helped the creation and transfer of knowledge in new industries like the

plasma industry.

Knowledge and training of lab owners and their workforce were the most
significant long-term spillovers of international alliances, before the internet era. These
can be tremendously slippery research topics due to the lack of appropriate written
documents on subjective issues like who is really influenced by the international activities
of a multinational in a host economy and how. There are also problems with the
preservation of documents held by small- and medium-sized companies, and informal
networking or informal workforce training is not commonly recorded by family-
controlled small and medium-sized enterprises (Fernandez Pérez 2013). Oral sources can

help fill some of these informative gaps.



On the other hand, the long-term spillovers derived from the international activity
of multinationals are considered here in a broad sense. Based on empirical evidence from
small- and medium-sized Spanish enterprises entering into partnerships or agreements
with Japanese multinationals between the 1960s and the 1980s, long-term spillovers are
defined here following a geographically and temporally flexible perspective. In a
geographical sense, the training of the local workforce by a multinational may produce
tangible or intangible assets that have an influence not in the host economy, but in a
country other than where the headquarters of the multinational and its subsidiary or
partner are located. Therefore, the spillover effects of the multinational activity of a local
company may affect countries other than that of the host economy. This is particularly
true if the local company is small when the alliance with the multinational is established,
but becomes a global company after the alliance has ended, as happened in the Grifols
case. Secondly, from a temporal perspective, the tangible or intangible effects of
spillovers can be observed very shortly after contact between a multinational and a local
subsidiary or partner is established, but they can also be observed decades later when
contact between the multinational and the local company has come to an end. Therefore,
flexible geographical and temporal dimensions need to be taken into account in order to
understand the changing dynamics of the spillovers of a local company that enters into an
alliance with a multinational. As we will see, this is one of the most interesting
methodological and conceptual conclusions that can be drawn from the primary case
study presented here: the long-term spillovers derived from the partnership established
by US and Japanese corporations with the Spanish Grifols between the 1960s and the

1980s.

This article has used written historical material from three companies (Hubber,

Almirall, and Grifols) that were small- and medium-sized enterprises in the mid-twentieth



century.® They have no classified records on their human resources beyond statistics on
the number of employees, lists with the names of the staff, and biographies of the most
outstanding employees and staff at the time of their death or retirement. However,
members of the second or third generations of the family founders are still alive and
preserve excellent memories of important issues that have no other historical record. For
these reasons, the article has complemented available primary and secondary evidence on
the internationalisation of these companies with conversations and interviews with
relatives of the laboratory founders: one of Félix Gallardo’s daughters, Carmen Gallardo,
in the case of Laboratorios Hubber; Victor Grifols Roura for Grifols; and Antonio
Gallardo Ballart for Almirall. Interviews and other sources have yielded a wealth of
information for the case of Grifols and comparatively much less for Hubber and Almirall.
Therefore, the focus of the analysis and the conclusions are fundamentally based on

evidence from the Grifols corporation.®

Laboratorios Hubber and Laboratorios Grifols were among the first laboratories
in Spain to produce plasma products and Almirall was one of the first to distribute and
sell innovative pharmaceutical products. The three were founded and managed by
outward-looking entrepreneurs who frequently bought from European suppliers before
internationalising their companies.” Laboratorios Hubber established connections with
sogo shosha working for the National Health Institute of Japan and the Department of
Biology of Osaka University in the early 1960s; Laboratorios Almirall had connections
with the Meiji and Dai Nippon corporations since the 1970s; and the Grifols business
group had a joint venture in the plasma industry with the Japanese Green Cross
Corporation (through an agreement with its US subsidiary: Alpha Therapeutic

Corporation) between 1982 and 1997.8



These alliances (established during the first decades of accelerated knowledge
transfer and training in healthcare industries in the periphery) can provide information
about the connections that the global periphery established to overcome difficulties in the
diffusion of knowledge and the training of managers in newly industrialised healthcare
corporations in late-developing economies. This article aims to add to international
business history literature with evidence on the little-known contribution of Japanese
knowledge transfer to the modernisation of innovative Spanish healthcare industries and
corporations. The study suggests a hypothesis that further research would have to test on
the significance of peripheral East-West alliances in reducing knowledge gaps (in
technology, management, and finances) with the economic centre of the world and in

enabling the periphery to invest in developed economies.

International business theory has explored knowledge transfer and the influence
of weak and strong ties within social networks and among diaspora that allow knowledge
to cross borders between subsidiaries and headquarters and between partners in joint
ventures and alliances (Kano-Kollman et al. 2016; Miravitlles and Zhang 2016). Location
and economic geography are important factors for understanding knowledge connectivity
across territories. Abundant cases have already shed light on North—North or North—South
knowledge transfer mechanisms, and more recently on South—North connections and
foreign direct investment (FDI) (Guillén and Garcia-Canal 2010; Casanova 2016).
However, very little interest has been devoted to East—\West peripheral alliances that are
instrumental in accelerating knowledge transfer in global market operations between
multinationals. The evidence presented in this article, though limited, suggests that East—
West peripheral alliances in the Eurasian region may have played an important role in
knowledge transfer, training, and internationalisation in multinationals in late-developing

economies like Spain. Japan (a peripheral economy until the 1950s, with early



experiences in learning transfer from the North in the early 20" century, and difficulties
in investing in developed economies in the 1950s-1960s) had accumulated
internationalisation experience and contacts in developed economies (like the UK, the
US, and Germany). The cases presented here reveal that in their negotiations with the
Spanish, Japanese corporations offered their simplified and standardised knowledge of
updated managerial practices for handling large corporations within knowledge-intensive
industries. The previous efforts of the Japanese to absorb capabilities from the centre

helped the Spanish to acquire those same capabilities during the 1960s—1990s.

This article provides evidence of successful knowledge transfer and local training
between East and West in the global periphery in a relatively neglected and understudied
area for which most scholars have merely underlined the failures and the difficulties of
connectivity (Umemura 2015; Abe 2015; Kudo 2015; Schréter 2015). Furthermore, this
paper confirms that, when successful, Spanish—Japanese alliances in the 1960s-1980s had
important long-term effects on the training of local talent in Southern Europe. This was
not just at the technological or organisational level, but also involved connecting and
transferring useful knowledge from periphery to periphery about global finance, global
alliances, and global merger and acquisition operations by peripheral economies in

developed economies.

The three cases provide lessons about these mutually profitable early East-West
alliances that helped the partners advance in the globalisation of their peripheral
economies. The study also outlines the relevance of ‘culturally hybrid managers’ in
making successful connections between the extremely different East—West business
cultures possible. With different conceptual orientations, the expression “hybrid
managers” or “hybrid management” refers in the literature either to the study of the

relation between professions and management (Mc Givern et al. 2015), or the creation or



management practices which are the result of the combination of different cultural origins
(Khanna, Song and Lee 2011; Jackson 2015). In this article, we follow this conceptual
orientation that defends the critical role of the “human factor” in experiences of
knowledge transfer across very different cultures, and how “hybrid managers” with a
critical knowledge of different business cultures may fill cultural gaps and ease
knowledge transfer. This research confirms these ideas, with evidences about the history
of Spanish and Japanese alliances in the biomedical and pharmaceutical industries, and
the critical role played for their success by hybrid managers with knowledge from both
business cultures. The relevance about hybrid managers to understand other successful
Spanish and Japanese business alliances has been observed, for other economic sectors
like the stainless steel industry (Fernandez Pérez 2015). We define “culturally hybrid
managers” as highly qualified professional employees in a corporation that have absorbed
the organisational and managerial knowledge of very different business cultures and that
are able to perform as cross-cultural bridges in new organisations that are created when
two companies from different cultures establish a business alliance or merge. The absence
of this hybrid management may explain the failure of alliances or mergers between
companies from extremely different business cultures. The positive influence of these
culturally hybrid managers had been already demonstrated in the case of Acerinox, a
Spanish—Japanese alliance in the stainless steel industry (Fernandez Pérez 2015).
Moreover, studies about other well-known Japanese—Western European alliances in high-
tech industries suggest that the absence of these culturally hybrid managers may explain
the failure of alliances in the United Kingdom or Germany during the same years (1960s—

1980s) (Schroter 2015).

The hypotheses of the article, based primarily on the case of Grifols and

secondarily on the cases of Almirall and Hubber, are, therefore: a) that successful long-



term spillovers from the activity of multinationals may be more visible in the long run in
countries other than that of the host economy if the local company becomes a global
player in a high-tech industry; and b) that culturally hybrid managers play a key role in
guaranteeing trust and coordination between the staff of the companies that enter an

alliance or merger when both companies belong to extremely different business cultures.

These hypotheses are tested with the case study methodology that is typical of
business history scholarship, using private archives and oral interviews from three
Spanish corporations whose internationalisation was strategically influenced by networks
and alliances with Japanese corporations. The use of cases for theory-building in business
studies has been successfully proposed (Eisenhardt 1989; Eisenhardt and Graebner 2007).
The three cases belong to the high-tech healthcare industry. This is a complex industry
that includes typical pharmaceutical companies and hospital supply corporations
established during the first decades of the twentieth century, as well as the more modern
biochemical industries (OECD 2016; Chandler 2005). Two cases were successful and are
still very active, leading their global market niches: Almirall in the pharmaceutical
industry and Grifols in the biomedical industry. One case, Hubber, a combination of a
pharmaceutical and biomedical corporation, was not successful and was sold and then
disappeared in the 1980s due to difficulties in planning generational succession within
the family. The case of Hubber reveals that alliances and learning from leading
multinationals may not be enough in family businesses with no professional succession

strategy (Fernandez Pérez 2013).

The sources are much more abundant and diverse for Grifols than for Almirall or
Hubber. In all three cases efforts have been made to combine corporate documents,
interviews with managers and CEOs, and interviews with other company staff, as well as

with the founder’s family in the case of Hubber. The chronological period covered by the



sources spans from 1960 to 1986. 1960 was the first year after the introduction of a legal
reform (the 1959 Stabilisation Plan) that promoted inward FDI in the country and
alliances between local companies and multinationals in Spain. 1986 is the official year
of entry of Spain into the European Community, after which there was a significant
increase in the internationalisation of Spanish companies in alliance with Western
European corporations. Between both years, Japanese companies’ preferred
internationalisation strategy was partnerships with local companies with few full
acquisitions. After the early 1990s, Japanese companies changed this strategy and
preferred full acquisitions abroad for their outward direct investment (Shacho Kai 2014).
For these reasons, the period between 1960 and the late 1980s is an appropriate
chronological period for observing the approach of Spanish companies willing to start
alliances with multinationals at home or abroad, and for observing Japanese companies
willing to enter into partnerships with European countries with few entry barriers like

Spain.

The next section presents an overview of the investments made by Japanese
companies in Europe, and more specifically in Spain, during the period under analysis.
At the end of the section, we indicate some cases where Spanish corporations pursued
and/or were successful in joint partnerships and alliances with Japanese corporations. The
third section summarises the evolution of health spending in the world between 1960 and
1980, paying particular attention to Japan and Spain and comparing them to the US,
Germany, and France. This comparison reveals significant differences in volume and in

the creation of market opportunities in the healthcare industries during these years.

The fourth section focuses on the three cases of alliances between Spanish and
Japanese corporations in the pharmaceutical and plasma industries. In one case

(Laboratorios Hubber), the alliance with Japan in the early 1960s was extremely



successful in educating and training local managers in updated world-class technology in
the plasma industry, but inappropriate family succession strategies led the business to its
demise in the early 1980s. Laboratorios Almirall and Laboratorios Grifols developed very
enduring relationships with Japanese companies that have lasted up until today. In 1973,
Almirall initiated contact with Japanese entrepreneurs and companies through product
license contracts, a typical strategy in pharmaceutical corporations. Whereas Grifols
focused on stable long-term alliances and forged a joint venture (1982-1998), which is a
more typical strategy in the plasma industry. The final section summarises the most

important contributions made throughout the article and future directions for research.

Japanese companies invest in Europe: Spain on the map

During the first two decades of the twentieth century, Japanese innovative companies and
entrepreneurs were eager to absorb capabilities and knowledge from their more developed

Western neighbours. (Landes 2006: 216-219).

Immediately after World War 11, Japan experienced a period of industrial
reconstruction that involved the decline of the family-held Zaibatsu business groups and
an increase in the control of industrial policy by the allied forces. After the Korean War,
Japan resumed industrialisation with the support of the US, receiving resources to
reindustrialise and reducing technological gaps. Moreover, Japanese sogo shosha
managers and the new keiretsu industrial corporations (with the support of their own
government and the US government) often travelled abroad as commercial
representatives of Japanese firms and learnt how to deal with large corporations and
Western developed economies in the US and Germany.® Despite the many differences in

language and business culture with the West, the Japanese corporations were eager to



learn and efficiently used resources to quickly increase production, productivity, exports,
and capital with which to finance imports, industrialisation, and growth in the Japanese
economy (Shacho Kai 2014; Schréter 2015). Between 1950 and 1970, Japan focused on
importing technology from the United States and the German Federal Republic,
particularly in the following industries: electric machinery, organic chemistry, and the
iron and steel industries. Two laws introduced in 1950 restricted the entry of foreign
capital and imposed rigorous controls on imported technology to be used in these
industries to achieve large-scale production. The annual economic growth rate during
these decades was around 9%, with high rates of growth in capital, knowledge, working
hours, education, foreign trade, and industrial output (Pelegrin and Jensana 2011). The
sogo shosha controlled two-thirds of Japanese imports and 45% of Japanese exports in
1989 (Shacho Kai 2014: 49). Mitsui, Mitsubishi, Marubeni, Itochu, Nissho Iwali,
Sumitomo, Toyo Menka, Nichimen, and Kanematsu were some of the best-known sogo
shosha, whose catalogues included more than 25,000 different products by the end of the

1980s (Shacho Kai 2014: 48).

Historically, Japanese investment in Europe has been focused on the United

Kingdom, the Netherlands, Belgium, and Germany.©

Japanese industrial corporations and products soon awakened fears among
Western European industrial corporations, particularly in the iron and steel industries, due
to their rapid investment in electrical machinery (such as electrical furnaces) and their
innovative managerial models (Schréter 2015; Saez and Diaz 2016). Electronics, the car
industry, telecommunications, and steel were the four most important industrial drivers
of Japanese internationalisation in Western Europe and the United States in the second
half of the twentieth century (Schréter 2015; Fridenson 2015; Kudo 2015; Wada 2015;

Shacho Kai 2014). In the mid-twentieth century, Japan was interested in learning from



and selling to developed Western economies. Of the 87 Japanese subsidiaries newly
established in Western Europe during 1987, 36 were in the UK, 15 in France, 13 in
Germany, eight in Spain, two in the Netherlands, two in Belgium, three in Italy and
Australia, two in Switzerland, and one each in Greece and Ireland. Of the 149 Japanese
subsidiaries newly established in Western Europe during 1989, 45 were in the UK, 22
each in France and Germany, 13 in Italy, 12 in Spain, 10 in the Netherlands, nine in
Belgium, and fewer than four in the other Western European countries (JETRO 2010:

Table 1).

Spain was the backyard of Europe at that time, with industrialisation only taking
off in the 1960s-1970s and with negotiations for its entry into the European institutions
merely beginning in the early 1960s. On the surface it was not a very interesting partner:
there was not much to learn from and not much to sell to. In fact, up until the late 1980s,
Spain was not a major destination for Japanese industrial FDI. Nevertheless, and despite
all the odds, Spain ended up ranking among one of the top four Western European
destinations for Japanese industrial FDI in the late 1980s after the slow entry of Japanese

corporations into the country during the 1960s: a silent entry but with enduring impacts.

Japan started to take an interest in Spain in the late 1950s, coinciding with its
disappointment with regard to the high entry barriers imposed on its products in Germany
and France. They suffered significant liability of outsidership (letters to the author from
Yoshihiro Kishimoto, February 2013; interviews by the author with Federico Lanzaco,
May 2013; Fernandez Pérez 2015). While battling for entry into the markets of the global
centre, in the short-term Japanese companies had to sell their surplus industrial production
and Spain was an interesting option as a rapidly growing industrialising economy

neighbouring France.



After the 1959 Stabilisation Plan, Spain significantly reduced its entry barriers to
foreign capital, companies, and products, with a strategic interest in encouraging inward
FDI and capital flows for much needed imports. Spain had started negotiations with the
US and the European institutions in the 1950s and the 1960s to try to reach much needed
milestones: to change the country’s image; to sign deals with North American and
Western European banks and governments; to sign technological and commercial
alliances; and to develop energy-intensive and capital-intensive industries within
centralised development plans prepared by the Spanish government (General Archive of
the University of Navarra, A. Garrigues Diaz Cafiabate Collection). Spanish industry and
trade ministers and large industrial banks in Spain had a clear interest in the Japanese
steel industries and travelled to Osaka to visit Nisshin Steel Corporation and to undertake
interviews with its CEO and top management to negotiate their investments in new
factories in the coastal periphery of Spain (Fernandez Pérez 2015; Sdez and Diaz 2016).
The presence of Jesuit schools and universities (Sophia University) in Japan was
extremely useful for helping the Spanish to reduce cross-cultural communication
problems during the early years of the 1960s, at least in alliances forged in the stainless
steel industry (Federico Lanzaco’s personal archive; interviews by the author with

Federico Lanzaco, May 2013; Fernandez Pérez 2015).

Japanese interest in Spain in the early 1960s combined short-term practical aims
(to sell surplus industrial products there) with long-term goals to reduce historical
problems of liability of outsidership in culturally distant Western European markets. In
joint ventures in the steel industry with the Acerinox corporation (agreements with Nissho
and Nisshin in 1970) and in the joint venture with Grifols (agreements with Alpha
Therapeutic Corporation in 1982), for instance, the deals clearly assigned the Spanish the

role of helping the Japanese enter allied markets in South America; geographically close



markets in Central and Eastern Europe; and distant, interesting markets where the Spanish
had no previous history of conflict (United States; China). The Spanish had no university
chair of the Japanese language in the early 1960s and most entrepreneurs had no
command of foreign languages and were particularly ignorant of Asian languages and
dialects (interviews by the author with Victoriano Mufioz and Federico Lanzaco, May
2013; Fernandez Pérez 2015). Despite the difficulties in communication and the cultural
distance, the Spanish managed to negotiate with the Japanese corporations. They were
attracted by Japan’s highly productive, cheaper, more efficient, updated, standardised,
and simplified technological and organisational knowledge. Spanish corporations that
successfully enjoyed a long history of alliances and partnerships with Japanese
corporations, such as Acerinox in the stainless steel industry (from 1960 up until today),
discovered that the Japanese were great suppliers of strategic know-how on global
financial markets (helping finance long-term Spanish industrial investments) and on how

to deal with leading developed economies such as Germany, the UK, France, or the US.

Aside from the steel industry, the healthcare industry was another market niche in
which alliances and knowledge transfer between Japanese and Spanish corporations took
place. In 1988, 23% of total Japanese FDI in Western Europe was focused on the chemical
and pharmaceutical sectors. In 1999, the chemical-pharma sectors still represented a high
22% of total Japanese FDI in Western Europe, with 20% in 2004 and 18% in 2009
(JETRO 2010; Shacho Kai 2014: 68-69). Japanese contact with British regenerative
medicine corporations had been disappointing (Umemura 2015). Macroeconomic
statistics from the Japanese authorities and qualitative case studies from Spanish archives
(such as those used for this paper) reveal that contact and knowledge transfer seemed to
be much more successful, and indeed enduring, between Japanese and Spanish

corporations in the healthcare industries. Three experiences of cooperation between



Spanish and Japanese corporations are presented in the following section, the best-

documented being the case of Grifols in the plasma industry.
Healthcare corporations and industries in the periphery: Japan and Spain

Japanese corporations in the healthcare industries grew rapidly in scale and scope after
1950 with the direct support of the Japanese Ministry of Health and the Japanese
government.!! The Japanese healthcare system developed with regulations that gave
significant freedom to the private initiative in the creation of hospitals, health insurance
companies, and medical and pharmaceutical corporations. There was also very little
regulation of the prices of healthcare products. The result was a clear incentive for the
development of large Japanese corporations with innovation departments producing
Japanese drugs that substituted US or German drugs and whose market, due to their scale

of production, was soon to be found beyond the Japanese islands.

Former army officers with experience in war hospitals founded companies (as also
occurred in the United States and Western Europe) that would lead knowledge transfer to
civil healthcare industries and bring about the industrialisation of medical and
pharmaceutical products. Some of these companies became large global corporations, as

in the well-known case of Ryoichi Naito and the Green Cross Corporation.*2

Spain was a very attractive market for the healthcare corporations. It was, and still
is, one of the countries with the fastest growth in healthcare spending and consumption
over GDP. Between 1960 and 1990, the average growth in the percentage of healthcare
spending over GDP in Europe, Japan, and the US doubled. Spain, however, was the
leading country in the OECD, with healthcare spending over GDP in 1990 at five times

that of 1960.13

Figure 1. Highest growth in healthcare spending over GDP, 1960-2011.
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During the period 1960-1990, Spain was relatively backward in comparison to Japan
(both countries had similar GDP per capita in 1960, but already in 1970 Japan doubled
Spanish GDP per capita, according to OECD statistics). However, during the same period,
Spain had more physicians licensed and authorised to recommend the purchase of medical

equipment and drugs to hospitals and patients through the national public and private

healthcare system than Japan.

Table 1. Physicians by country (per capita).

Variable Country 1960 1970 1980 1990 2000 2010 2013
Practising France . . . . . . 3.1
physicians

Germany . . . y 326 373 4.05

Italy . . . . . . 3.9




Japan 1.03 109 127 165 193 221

Spain . . 184 205 316 376 381
United 085 094 132 162 196 2.7 2.77
Kingdom
United . . . . 229 243 256
States

Professionally France . . . 302 326 327 333

active

physicians Germany . 208 282 376 358 408 443
Italy . . . . 4.16 4 4.19
Japan . . 1.32 1.7 2 2.28
Spain . . . 224 341 401 4.1
United . . . . 245 257 2.7
States

Physicians Germany . . . . 449 537 583

licensed to

practice Italy . 1.08 2.62 4.7 6.07 6.27 6.37
Spain 1.17 1.34 2.3 3.83 445 4.8 4.99
United . . . . 343 361 3.72
Kingdom
United . 163 206 247 288 319 331
States

Source: Compiled by author with technical assistance from Jaime Lopez. Data extracted
from http://stats.oecd.org/ on January 22, 2016.
Measure: Density per 1000 population (headcounts).

According to OECD statistics, from 1960 to 1990, Spain had on average ten times
fewer hospitals and beds in hospitals than Japan. This data served as a measure of
potential consumption of medical and pharmaceutical products. However, the creation of
mandatory national health insurance in Spain during this period, and the granting of

public subsidies to construction companies to invest in new large public hospitals,


http://stats.oecd.org/

favoured rapid growth in the number of hospitals, beds in hospitals, and healthcare
spending in hospitals in Spain. This was an extremely favourable context that created
opportunities for the growth and internationalisation of healthcare corporations from the
US, Western Europe, and Japan. Foreign corporations, particularly from the United
States, Germany, Switzerland, and France, landed in Spain to take advantage of the new

business of healthcare spending.

What happened with local Spanish healthcare companies? Did they have
appropriate resources to take advantage of the opportunity to enter into this dynamic
market? Between the 1960s and the 1980s, there was a dual business structure in the
healthcare industries in Spain. On the one hand, there were large, mainly private,
corporations that benefitted from official monopolies in strategic products like antibiotics
and penicillin production (Puig 2009). On the other hand, there were small- and medium-
sized labs specialising in market niches (such as parasitological remedies, nutritional and
dermatological products, or the human plasma proteins industry) that operated with fewer
regulations and relatively more freedom to establish alliances in technological knowledge

transfer with foreign corporations (Fernandez Pérez 2016).

Three of such medium-sized companies in the healthcare industries were
Laboratorios Grifols (founded in 1940), Laboratorios Hubber (founded in 1951), and
Almirall (founded in 1943). Oral sources and interviews with CEOs and managers who
participated in the initial contact and alliances with Japanese businessmen and
corporations have provided invaluable information that is not preserved in any other form,
even in the companies’ archives.'* In the 1960s, the three laboratories were small- and
medium-sized corporations with around 300 employees, almost no experience in direct
investment abroad, and limited exports and productive capacity. All three established

alliances, or commercial contacts, with European and North American businessmen and



companies in the 1960s in order to obtain exclusive commercial distribution agreements
for new products in Spain. The three founders of the labs belonged to local associations
or clubs, or had friends in their professional networks abroad, through which they had the
opportunity to make contact with Japanese businessmen and Asian healthcare
corporations: Hubber in 1965; Almirall after 1974; and Grifols between 1982 and 1998.
At the beginning of their alliances, Hubber and Almirall aimed to promote their exports
in Japan and other Asian countries, where only very few Spanish companies with Spanish
support had the opportunity to establish regular commercial operations (e.g. Tabacos de
Filipinas). Grifols aimed to learn how to operate in the global markets of the plasma

industry and with that knowledge to expand its exports to Asian and American markets.

In all three cases, the Japanese managers transferred not just products, but also
know-how and informal and formal training in different managerial cultures and practices
(which favoured standardisation in communication and in procedures inside and outside
the Spanish companies) and knowledge about ‘who’s who’ and ‘how to’ in the global
healthcare markets that the small labs lacked. The Spanish family owners and CEOs learnt
about global strategy in a way no formal educational institution could teach them at the
time in Spain. The technical and administrative staff, under the leadership of these family
owners, became familiar with Japanese and North American organisational, legal, and
financial procedures that they needed to achieve the family owners’ targets: first to grow
in scale and scope and then to invest abroad. In this process, cultural hybridisation took
place because the size, the market, and the procedures of the Spanish companies followed
practices of a late-developing economy with a high degree of informality and a lack of
standardisation (interviews with Antonio Gallardo Ballart and Victor Grifols Roura). In
all three cases, the Spanish managers learnt, above all, how to behave like international

companies outside Spain.



The founders and the managerial staff of the three labs had had previous contacts
in US, French, and German corporations and the first technical and administrative
managers and workers had slowly introduced new procedures. The labs were not
completely ignorant about the technical, administrative, and managerial procedures of
large foreign corporations in developed countries. However, only the establishment of
regular formal commercial and technical agreements with foreign corporations made the
technical managers, the administrative staff, and the sales agents and representatives
change their internal organisation and their long-term strategies for investment, growth,

and commercial distribution in the dynamic and expanding national market.

In this context, Japanese companies contributed to training the top managers of
the three Spanish labs to handle international operations in global healthcare markets, to
forge long-term international agreements, to be confident about their capabilities for
entering other Western European and non-European markets, and to obtain long-term

loans to do so from large industrial banks and financial institutions.

Experiences of failure and success in Japanese-Spanish alliances in the healthcare

industries

The cooperation or alliance with Japanese healthcare companies did not prevent business
failure in the case of the company Hubber, but were a key factor to understand short-term
and long-term spillovers in the organization and strategies of production, distribution, and
management of the Spanish firms Almirall, and Grifols. Japanese knowledge and
networks helped the small Spanish labs to grow in scale and scope, and change their
organization to create manageurial structures and employees adapted to the tough

requirements of knowledge intensive global markets like the global plasma industry and



the pharmaceutical industries were, in Asia, the United States, and leading Western

European health care markets like Germany, and Switzerland.

Hubber was founded in Barcelona in 1951 by Félix Gallardo (1914-1985).%° In
1965, Japan allowed the import of human plasma products from Europe into its market
for the first time. Félix Gallardo’s political connections in the Spanish government
allowed him to establish contacts with i the Department of Biology of Osaka University
(Professors Kamahora and Okuno), where Hubber plasma products were examined before
the Japanese government approved their import. The Japanese director of haematology at
the National Health Institute of Japan, Dr Yoichi Ichikawa, visited Hubber manufacturing
facilities in Barcelona. The contracts to buy Hubber proteins derived from human plasma
resulted in the first European export of human plasma to Japan by Hubber on 1 May
1965.1® Hubber registered many patents (six in 1976, one in 1977, and 16 in the 1980s)
linked to the production of human albumin and immunoglobulin, two key drivers in the
plasma industry in the 1960s-1980s." In 1987, Spain needed to import factor VIII (a
product derived from human plasma protein and used in the treatment of haemophiliacs)
from the United States for an annual value that was on average around 1300 million
Spanish pesetas. Human plasma protein sales represented half of Hubber’s total sales. In
1965, La Vanguardia Espafiola indicated that it was extremely important to have
contacts in the Spanish Ministry of Health in order to be included in development plans,
to benefit from subsidies that would allow for the internationalisation of Hubber in. The
exports of Spanish human plasma proteins to Japan required that Hubber had
distinguished—scientists with high quality standards and reputation as permanent
employees, and an innovation department and quality control routines, to meet Japanese
high quality standards required to foreign health products imports into Japan. (interview

with Victor Grifols Roura, 13 February 2015). Japanese requirements had clear spill-



overs, in the modernization of the organization and the management of innovation and

research activities of Hubber.

Spill-overs in the organization of international activities and agents in Asia came
with the commercial relationship of the Spanish Almirall firm and Japanese commercial
agents in Europe initiated in the late 1960s. The top management in Almirall acquired
practical training in how to deal with the Asian health care markets, that embedded in
their organization an intangible know how difficult to obtain in the backward Spain of the
1970s. Antonio Gallardo Carrera (1908-1988), founder of Laboratorios Almirall in
Barcelona in 1943—He was, like Félix Gallardo (his brother and Hubber’s founder), a
businessman living in Barcelona, a city with talented biopharmaceutical scientists and
with an early incubator for healthcare start-ups formed informally around the Faculties of
Medicine, Biology, and Pharmacy of the University of Barcelona. Antonio worked for
Air France in the 1930s until he joined forces with the pharmacist Victor Almirall to
establish Laboratorios Almirall. The founder’s sons, Antonio and Jorge Gallardo Ballart,
joined their father in the 1960s after studying foreign languages in English schools during
the 1950s, something which was considered by the founder to be essential for the family
business (Canosa 2014). Between 1943 and 1978, the focus was on increasing production
and innovation activities. The sons were involved in trips to Central American countries
in the 1960s, visiting Guatemala, El Salvador, Honduras, Nicaragua, and Panama and
selling antibiotics and cough treatments (interview with Antonio Gallardo Ballart in
Barcelona, 19 June 2014). There were not many sales made during those trips. The big
change came after the family met around 1968 a Japanese entrepreneur, well acquainted
with Japanese sogo shoshas involved in the commercialization of Japanese
pharmaceutical products, named Mr Okamura- At that time, Gallardo Carrera was

president of the SKAL Club in Barcelona (www.skal.org), which promoted international
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tourism and organised congresses in different cities around the world. The club, founded
in 1934, was run by travel agents from Paris to encourage international cooperation and
friendship in the tourist and transportation sectors. In one congress, the Gallardo family
met Okamura, who spoke several different languages, and who started working for their
lab around 1968-1970 (interview with Antonio Gallardo Ballart in Barcelona, 19 June
2014). According to Antonio Gallardo Ballart, with Okamura, Almirall was able to
establish contacts in important international companies and to focus on what would
become the target of modern pharmaceutical laboratories: product license contracts.
These contracts allowed third parties in agreed countries to produce a specific product
(developed and patented by another company in a different country) under specific
process requirements. Okamura trained and helped the Gallardo family in the world of
these contracts, which were the key to entering the global pharmaceutical market in Asia.
In the US, it was much more common to enter through alliances and joint ventures

(interviews with Antonio Gallardo Ballart and Victor Grifols Roura).

Their Japanese commercial contact with Japanese health care sogo shoshas visited
pharmaceutical companies in Asia and other countries that had products to offer. Almirall
selected products of interest from those their Japanese agent brought from his trips and
signed license agreements for their manufacture. According to Almirall, at the beginning
of the 1970s, the contracts involved Japanese products to be sold in Spain, and by the end
of the 1970s and after the 1980s, they involved Almirall products to be sold in Asia.
Almirall had accelerated the creation of new factories and new innovation departments to
register and patent its own innovations whose licenses were sold to third parties.'® The
training in licence agreements and the networks established with Japanese corporations
paved the way to the sale of the first Almirall product in Japan (Cleboril). This training

and networking also paved the way to investments in the 1970s in new factories in Spain



where the licensed Japanese products were to be produced, together with Almirall’s own
innovative products that were sold through licences to other companies. The Japanese
also provided know-how about Korea. Trips by the Gallardo brothers to establish contacts
in South Korean corporations and to sell Spanish products under licence agreements in
Korea began in the 1970s with the intermediation of Japanese partners. Meiji and Dai
Nippon were two Japanese corporations that the Gallardo family established enduring
relations with during those years and up until today (interview with Antonio Gallardo
Ballart, 19 June 2015). As we will see next in the case of Grifols, business links in the
1970s were coupled with personal links and trips during the 1970s and 1980s that
transformed into family friendships and a long-standing Spanish—Japanese alliance of
considerable resilience and mutual profit (interview with Antonio Gallardo Ballart, 19

June 2015).

The available sources provide little descriptive information about what happened
in terms of formal long-term spillovers derived from the alliance between the Japanese
and the Hubber and Almirall laboratories, though qualitatively speaking the Spanish lab
owners of Almirall acknowledge that the alliance provided informal knowledge and
contacts they did not have about products and companies in the pharmaceutical markets
of Asia, which lasted for decades. The company adapted their commercial strategies and
organization to global culturally distant markets, with the strategic support of hybrid
managers trained in cross-cultural management outside business schools, in international
meetings where different business cultures had regular contacts, like the Ska meetings.
International forums were a pool of hybrid managers from which people with knowledge
of Western European, and Asian business cultures, could establish a productive and long-
term cultural understanding, and collaborative commercial relationships. Long-term

cultural understanding, and commercial collaboration, was also established through



hybrid managers trained in international congresses and forums in the case of the Grifols
corporation. As in the case of Almirall, in Grifols cooperation of Spanish with Japanese
managers that had previous training in how to handle differences in business cultures
played a key role to transfer innovations and change organization of the productive

routines, financial operations, and the training of human resources.

Today, Grifols is one of the top three global players in the plasma industry.'® In
1982, when the Japanese Green Cross Corporation (GCC) initiated a partnership with
Grifols, its owner Hikosuke Yorihiro (lIke) did not expect that the small family-run
Spanish lab would ever become a big global player.?° In the 1980s Green Cross controlled
half of the Japanese market of blood derivatives while the North American Baxter
corporation had around 20 per cent of the Japanese market. In 1978 Green Cross acquired
Abbott Scientific Products (a division of Abbott Laboratories, who had acquired
Courtland Laboratories and their 1950 license to manufacture plasma in 1967) (Bertolini,
Goss, Curlin 2013). It was therefore a giant pioneering US firm in the plasma industry
acquired by a giant pioneering Japanese firm in the same industry, the ones with which
the small firm Grifols (also a pioneer in Spain in the plasma industry) sealed a joint
venture in 1982. For an outsider, the future could well have been that those giants could
have finally make disappear the small Spanish firm after using it to enter the European
markets. The future, however, would be that Grifols would later buy Alpha and its
subsidiaries in Europe, something nobody could have imagined in 1982. That year,
GCC’s North American subsidiary (Alpha Therapeutic Corporation (ATC)) was,
according to Grifols CEO Victor Grifols Roura, 52 times bigger than Grifols in
production capacity and sales: what Grifols produced with plasma fractionation in Spain
in one year, ATC produced in a single week.?! ATC was established in 1978-1979 after

the Japanese GCC bought the scientific division of the old Abbott Laboratories in Los



Angeles for around 50 million US dollars.?? GCC, a leader in the plasma industry in Asia,
had been founded by the controversial Dr Ryoichi Naito in the early 1950s and was linked
in its origins (as in the case of Grifols) to the establishment of a pioneering blood bank
after the great wars of the first half of the twentieth century. Naito and Grifols therefore
shared common scientific and entrepreneurial origins, despite their different business
volume and company size. In 1982, when the shareholders’ agreement and the joint
venture agreements were signed, Grifols had only 342 employees and no commercial or
productive investments abroad. The first subsidiary was created in Portugal in 1988; the
Miami office and subsidiaries in Chile and Argentina were opened in 1990; subsidiaries
in the Czech Republic and Mexico were opened in 1992; and in 1997, ATC sold its
subsidiaries in Germany, the United Kingdom, and Italy to Grifols and Grifols
International was founded. The partnership came to an end in 1998 and Grifols emerged
from it as one of the largest European plasma manufacturers, with 1347 employees and
subsidiaries in the big German and UK markets and in the most relevant Latin American
markets.? The alliance provided short-term and long-term spill overs. ATC provided
strategic lessons in finances and technology, as well as know-how about the regulation of
the US pharmaceutical market and about international operations in the global plasma
industry. These lessons needed a new organization, and a global-looking new type of
managers in the firm. The US partner required accounts to be made following US
standards, quality controls following US standards, a commercial routine following US
standards, and production facilities organized as much as possible following closely the
organization of US production facilities. Old managers retired, young managers were
hired, and strong communication with the US partners established with frequent trips
across the Atlantic to make sure that the new way of doing things guaranteed growth in

scale, scope, and quality, the three targets of any large health care corporation operating



in the United States. The Japanese of the Green Cross had bought their US subsidiary in
1978, and they had had the time to learn how to adapt their structures, strategies, and
managers, to the US requirements. When they sealed an alliance with the Spanish firm
Grifols in 1982, the Japanese were excellent teachers with recent know-how about what
changes a foreign company from the periphery of Eurasia had to undertake in their

structure to be accepted as a new player in the US market.

According to Victor Grifols Roura, Grifols CEO and son of the lab’s founder,
ATC helped considerably, first of all, in financial terms, by introducing the Grifols top
managers to all the large banks with which the Japanese GCC had agreements. In the
early 1980s, Grifols needed a lot of money and long-term loans to carry out its
internationalisation plans. The Spanish state was not a good source of funds since it
usually paid the invoices of pharmaceutical suppliers in the public healthcare system with
a one-and-a-half year delay, and the pharmaceutical companies complained during the
1960s and the 1980s (and still do) about the large amounts of money needed for current
expenses such as production inputs and salaries for qualified employees. The Japanese
partners guaranteed good connections with Japanese banks and long-term loans for their
new Spanish partners; loans that were much needed when after 1983 Grifols increased its
activity in exports and direct investment in Europe, Asia, and America. The new situation

made Spanish staff learn how to negotiate with Japanese banks and financial institutions.

Second, in terms of technology, Grifols’ staff significantly improved their know
how in quality control. They had initiated this knowledge fromt heir previous alliances
and partnerships with US healthcare corporations (Dade Reagents and American Hospital
Supply) between 1961 and 1982 Quality control congresses, quality control departments,
and specialised professional quality control staff had been introduced as routine elements

in Grifols before 1982. Quality was very important in the design of the US-style factory



built brand new in Spain (Parets del Vallés) in the early 1970s. The partnership with
Alpha Therapeutic Corporation, the US subsidiary of the Japanese Green Cross
Corporation, provided new assets: Grifols technical managers and workers had access to
Japanese technology that helped them develop new products (double-inactivated factor
VIII, Criostat SD-2, and Flebogamma’s liquid intravenous immunoglobulin), capital to
expand capacity, and know how about how to follow strict Food and Drug Administration
rules to obtain licenses with which to sell in the US market. Sales in the US market
provided resources to increase innovation in a scale that was unknown to the small

Spanish lab.

During the 1980s the scandals relating to contaminated blood products and AIDS
victims, that affected particularly Japan and Germany, and a few corporations like Green
Cross that were late in adopting new methods to heat treat blood products, did not affect
Grifols and their partner Alpha Therapeutic Corporation. Grifols started its alliance with
Alpha in 1982, before news about the AIDS started to spread from the US authorities, and
before significant knowledge about it was communicated by health authorities in the
Western world and Japan. Grifols partner Alpha was as a US firm, and always followed
in the US market the rules and recommendations of the Food and Drug Administration.
More important than that, Grifols was the first Spanish laboratory that manufactured
heated plasma derivatives like the Factor VIII (Criostat HT) as early as 1984, more
advanced than most Japanese plasma derivatives manufacturers like Green Cross
Corporation. Grifols archive have hundreds of documents that showed they had updated
knowledge about news about the new methods and recommendations that North
American authorities disseminated among health authorities all the world, to prevent
contamination of blood products, and Grifols very strictly and in a pioneering way

introduced heat treated plasma products in Spain before Spanish law required to do so, to



reduce the possibility of contamination of its products (Grifols Historical Archive in

Barcelona/GHAB and Grifols 2015). %

The strict quality methods followed in Grifols, and the creation of an organization
designed for quality innovation in the plasma industry, following recommendations of
their US/Japanese partners in Alpha Therapeutic Corporation, yielded positive short term
and long term spill overs. By 1994, sales in foreign markets represented 25% of Grifols’
total income, with exports doubling since 1993 and quadrupling since 1992 (Grifols 2015:
97). In 1990, the president and CEO of ATC, Hikosuke Yorihiro, authorised Grifols to
establish a distribution company for the Latin American market, with the exception of
Brazil which was reserved for ATC’s own operations. In coordination with ATC
managers, Grifols sales staff learnt how to use their networks in Spain and abroad to find
reliable local technical and legal partners in Chile, Argentina, and Mexico, to learn local
regulations on pharmaceutical products and local administrative and trade regulations,
and to overcome the liability of foreignness. They also learnt to design and modify a
policy for expatriates, which served as a new human resources policy to handle

international operations in the new markets.

The Japanese managers in ATC and in GCC also taught the top management in
Grifols about mergers and acquisitions in the global plasma industry, and about the
importance of sharing a similar business culture to find the right reliable partner in global
operations. In 1997, ATC had financial difficulties with its European subsidiaries in
Germany, Italy, and the United Kingdom, and the directors of GCC offered Grifols the
option of purchasing them. The proposal was not supported by the US directors of ATC,
who saw the direct relationship between the Spanish Grifols and the Japanese GCC as a
threat (Grifols 2015: 100; interview by the author with Victor Grifols Roura, 13 February

2015; interview by Rosa Avella with Hikosuke Yorihiro in 2009). But from the Japanese



perspective, the threat lay in selling the subsidiaries to North American companies rather
than to Spanish companies. For the Japanese president and CEO of ATC, North American
managers moved a lot from one company to another and relationships were not stable
over time, whereas the Japanese staff met and had negotiations with the same people in
Grifols over the course of many years. The Japanese managers of ATC and GCC also
appreciated the Spanish Grifols’ ‘ethical philosophy, and good practice, legal issue also.
People had in mind how to grow, how to make a profit with a very steady, steady attitude.
That’s the most important attitude for a pharmaceutical company. So as in GCC or

ATC.,ZS

The alliance with the Japanese therefore had multiple spillovers in the short term.
For the Spanish, it facilitated the immediate acquisition of strategic financial resources,
technical expertise, and commercial know-how in global markets in the blood
manufacturing industries. The joint venture between Grifols and ATC was interesting for
the Japanese-owned US subsidiary since it could use a Spanish-based corporation to
introduce products through Spain into other European markets where it still did not have
subsidiaries. It also helped ATC gain access to Spanish-speaking South American
markets and the Chinese market (which was not easy for Japanese companies to enter

during that period).

The Japanese and the Spanish liked each other . Both had respect for meritocracy,
both shared a long-term vision of their plasma businesses, both disliked dividend policies
that prioritised short-term goals over long-term technical and business objectives, and
both had long-term employment policies that made it possible to handle difficulties and
strategies with the same people on the top and in the middle ranks of the factories and the
administration over the years. They liked stability and hated seeing changing faces in

control of the labs and the company (interviews by the author with Victor Grifols Roura



in 2015 and by Rosa Avella with Hikosuke Yorihiro in 2009, with transcript available in
the Grifols Museum, Barcelona). Grifols could begin its first exports to China in 1983—
1985 thanks to agreements with the Japanese GCC via its US subsidiary ATC. Grifols
also obtained contacts and training in global finance and global banking for its long-term
industrial plans for expansion and innovation. The Japanese gave Grifols precious
knowledge about how to negotiate with the North American FDA in order to gain licences
to be able to produce authorised products for the North American market in Spain (first
in 1995). Moreover, the Japanese prioritised their Spanish partners as a first option when

they needed to sell ATC’s European subsidiaries in Germany, the UK, and Italy.

These spillovers were instrumental in helping Grifols become a global player in
the plasma industry. In the long term, there were other ‘delayed’ spillovers that an
external observer could easily link to the lessons obtained by Grifols employees from
their Japanese partners. Grifols had learnt from the Japanese how to organise a global
workforce in an innovative high-tech industry across continents in a professional way. It
had learnt how the Japanese organised their expatriates, how they chose their local
partners and according to what priority values and criteria, and the importance they placed
on continuous research and training. Grifols also shared with the Japanese their belief in
the stability of employees in the company as a valuable asset for guaranteeing quality
(particularly relevant after merger and acquisition operations). The Japanese travelled a
lot and they believed in the importance of continuous trips by managers between
subsidiaries and factories to make knowledge flow and to set common priorities, values,
and procedures. Japanese believed in partnering corporations with strong shared values,
despite the difficulties of working in a global market and have a fragmented workforce.
Grifols decided to make use of many of these lessons after it bought several companies

in the US in the first decade of the twenty-first century and had formed a team of more



than 4000 employees there. It was crucial, as they learnt from the Japanese, to create a
common identity, shared values, shared ethics, and shared quality control procedures,
particularly in a high-tech healthcare industry like the plasma industry, where any small

problem in a blood sample could lead to the collapse of the whole company.

Grifols decided to develop these shared elements through the creation of two
formal education centres whose goals are to train the company’s global workforce in a
standardised way and to create common priority values, techniques, and knowledge much
needed in the factories and establishments that Grifols has all over the world. These
centres, established to protect and disseminate quality control and values across Grifols’
13,000 employees, are the Grifols Academy of Plasmapheresis, opened in Glendale,
Arizona, in 2009 (with another facility in Indianapolis and satellite locations in Atlanta,
GA; Cincinnati, OH; Colorado Springs, CO; Los Angeles, CA; Raleigh, NC; San Marcos,
TX; and Seattle, WA) and the Academia Grifols, opened in Parets del Vallgs in 2011.2°
In the academies’ Annual Report 2012, Grifols president and CEO, Victor Grifols Roura,
wrote that ‘our goal is to have a workforce of people who take a personal approach and
have the professional skills that enable them to build a long professional career at Grifols’

(Grifols Academy Annual Report 2012: 3).

The Grifols academies aim to train the workforce in the standard practices learnt
from the US and Japan during the previous decades. They were not an immediate local
outcome in Spain derived from the activity of the Japanese businesses. The case of the
Grifols academies suggests that multinationals’ spillovers can be of a long-term and
delayed nature and can take place far from the host economy, particularly when the firm
becomes a global player in a global industry, as has been the case of Grifols. Its North
American and Japanese partners (since 1961 and 1982 respectively) transferred not just

innovative products and technology to the Spanish lab, but also a commitment to ethical



values, the professionalisation of quality control, and a strong awareness of the need for
continuous training when a small company becomes a large global corporation in a
sensitive healthcare industry. When Grifols” workforce grew from around 300 employees
in the 1970s to more than 1000 in the 1980s, the strict US and Japanese training courses
and quality procedures in the Spanish company created a clear awareness among its
managers and the workforce of the need to standardise training practices and quality

control.

It was to be expected that once Grifols ceased to have US and Japanese partners
(in 1982 and 1998 respectively) that it would put the lessons learnt into practice. Grifols
managerial and technical staff had learnt how to obtain financial resources in global
markets, how to identify interesting mergers and acquisitions in the world, and how to
organise a global workforce with very different original business cultures. One could ask
why Grifols did not invest more in its home country. Maybe it could have diversified into
related businesses and employed more Spanish people in factories not related to the
plasma industry. A reading of the last book by Alfred D. Chandler about the shaping of
the modern pharmaceutical industries may help to provide some answers. Chandler
indicates that history has shown that most of the big pharmaceutical companies that
pioneered market niches in the first third of the twentieth century and diversified later
failed and were sold, whereas the most successful stories of endurance are those of large
companies that invested in renewed innovation and research in their original market
niche. This is the pathway chosen by Grifols, which has always remained within the
plasma industry. Spain is a small market and therefore the only way to grow is by
expanding into global markets, with the consequences that this often entails: investment

outside the domestic market and the creation of spillovers far from home.



Final remarks

International business theory has published much about traditional North—South alliances
and knowledge transfer, and more recently about reverse innovation experiences in
South—North FDI. However, almost nothing has been said about the potential relevance
of East-West peripheral alliances for the transfer of knowledge, resources, and
capabilities, and thus the reduction of knowledge gaps with the North in the early stages
of South—North FDI. The three cases analysed in this study (particularly the case of
Grifols for which more abundant information is available) are all alliances between
Japanese and Spanish corporations in the healthcare industries. The three Spanish labs,
two of which have endured (Grifols and Almirall) while one dissolved (Hubber), began
to internationalise their activities during the 1960s-1980s. These cases, though limited,
suggest that Japan (a peripheral economy with early experiences in learning transfer from
the North and difficulties in investing in developed economies in the 1950s-1960s) had
accumulated internationalisation experience that it could offer in its agreements with
other peripheral economies attempting to learn how to become global players, as

happened with Spain.

Japan sold surplus production to backward Spain in the 1960s—-1980s since at the
time it had few entry barriers to foreign products, in contrast with the tough entry barriers
to foreign and particularly Asian products in existence in Germany, France, or the US.
Spain and Japan needed each other for other more intangible reasons. Spain was useful
for absorbing surplus industry products and at the same time served as a bridge by which
Japan could reduce its liability of outsidership in order to enter South American markets,
Central and Eastern European markets, and even China; areas where the Japanese faced
many difficulties. The Spanish had close cultural and/or geographical proximity with

most of these markets and had no diplomatic problems with China (as Japan had due to



previous conflicts). The Spanish could sell Japan’s surplus industrial products in these
markets and help the Japanese grow in scale and scope to advance their position in
developed markets. On the other hand, the Spanish companies that successfully forged
alliances with Japanese firms obtained not just high-tech Japanese products, but above all
updated, standardised, and simplified technological and organisational knowledge,
Japanese know-how about global financial markets (helping finance long-term Spanish
industrial investments), and accumulated capabilities and experience in how to overcome
obstacles to entering the developed economies of the world such as Germany, the UK,
France, or the US. The three cases provide lessons about these early mutually profitable
East-West alliances, which helped the partners advance in the globalisation of their
peripheral economies. The study also suggests that future research should explore the role
of culturally hybrid managers in facilitating successful connections between the
extremely different East-West business cultures within partnerships or merged

companies.

In terms of human capital, how many individuals were exposed to the new
knowledge? Did it involve organisational changes? What about training and recruitment
patterns and associated institutions? How many culturally hybrid managers have been
identified? Answers must necessarily be of a rather qualitative kind, since most Spanish
healthcare corporations have not preserved complete archival records of their human
resources departments and the reliability of oral sources is not always easy to test. The
case of Grifols, for which a variety of oral testimonies from managers and archival
material has been gathered, reveals that the alliance (1982-1998) with Alpha Therapeutic
Corporation (the US subsidiary of the Japanese Green Cross Corporation), has been
acknowledged by Grifols CEOs and staff as being of extraordinary importance for the

transformation of the Spanish corporation into a global player. This process of



internationalisation involved a growing workforce (from 340 employees before the
alliance to 1,347 at the end of the alliance, and more than 13,000 employees across the
world today) and staff training in new technical and financial knowledge, as well as
operational knowledge of global markets, obtained from ATC and transferred to the

Spanish managers and technical staff.

The Japanese managers and technical staff from ATC and GCC taught Grifols
about the importance of continuous and regular investment in workforce training in a
global company. The Japanese and the Spanish CEOs and presidents believed that this
training had to include not just technical knowledge, but ethical values that were
extremely important in the plasma industry. There were ATC managers and technical
staff that moved to Spain to work and learn in the Grifols factory and offices, and Spanish
managers and technical staff that regularly travelled to ATC’s factories and offices in the
US. This article suggests that a delayed spillover could well be behind the creation of the
Grifols Academy of Plasmapheresis in the United States in 2009 and the Academia
Grifols in Spain in 2011, long after the alliance had ended. The objective of both is to
provide a suitable framework within which thousands of Grifols employees working
across the world in its different factories, donor centres, and offices can share knowledge
and experiences and learn common ethical values about the activities that underpin the
plasma industry in ways they could not in conventional training centres. Today, Grifols
employs some 13,000 people worldwide and the Grifols academies have consolidated
their training courses and the use of museums and history books to spread shared

knowledge and values among the company’s multicultural workforce.?’
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