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Abstract 
Background: Recent trends in the world of business notably globalization and advanced 
technology have had significant effects on most companies irrespective of size and operations. A 
major consequence of these trends is increasing competition. This has consequently, increased the 
need for broader and more comprehensive strategies capable of ensuring the long-term survival of 
companies. One such strategy is strategic alliances. Strategic alliances provide companies with 
wider access and utilization of resources that they find difficult to acquire. 
Purpose: The purpose of the thesis is to achieving a better and deeper understanding of global 
alliances and how they are coordinated. In so doing the research includes the nature of global 
alliances in general and the Renault-Nissan alliance in particular. The main focus and case study is 
the Renault-Nissan alliance but, the researchers also examine the reasons for the failure of the 
alliance between Volvo-Renault to determine what lessons if any, did Renault learn from this 
alliance and how these lessons has helped the Renault-Nissan alliance.  
Findings: The research found that coordination at the operational level of the Alliance was 
achieved through coordination mechanisms. The coordination mechanisms were responsible for 
coordinating the resources and activities of both companies at the operational level. These 
mechanisms are the result of deliberate planning, implementation and monitoring to ensure that 
they function effectively as required. The research also found that the effectiveness of the 
mechanisms are greatly aided by factors such as trust, mutual respect, managerial commitment, 
and learning as well as structures such as the Coordination Bureaus, the Alliance Board and the 
Alliance Steering Committees. These were consequently labelled ‘facilitators’ of the coordination 
mechanisms. Finally, It was also found that the role of ‘facilitators’ permeates the entire 
coordination process.  
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Sammanfattning 
Bakgrund: Den senaste tidens trender i affärsvärlden, speciellt globaliseringen och utvecklad 
teknologi, har haft en betydande inverkan på företag, oberoende av storlek och inriktning. 
Beroende av dessa trender har konkurrensen ökat avsevärt. Detta har medfört att företagen måste 
ha bredare och långsiktigare strategier för att säkra framtiden för företagen. En av dessa strategier 
är strategiska allianser. Strategiska allianser förser företag med en större tillgång och användning 
av tillgångar som är svåra att tillgå. 
Syfte: Syftet med denna uppsats är att uppnå en bättre och djupare förståelse för globala allianser 
och hur de är koordinerade.  För att få denna förståelse innehåller denna uppsats fakta om globala 
allianser i allmänhet och speciellt alliansen mellan Renault och Nissan. Huvudfokus kommer att 
ligga på Renault-Nissan, men författarna kommer även att undersöka orsakerna till varför 
alliansen mellan Volvo-Renault misslyckades för att se om Renault lärde sig något av denna allians 
och hur detta misslyckande hjälpte Renault att lyckas bättre i alliansen med Nissan. 
Resultat: Forskningen visade att koordinationen på den operativa nivån av alliansen uppnåddes 
genom olika koordinationsmekanismer. Dessa koordinationsmekanismer användes för att 
koordinera tillgångarna och aktiviteterna hos båda företagen på den operativa nivån. 
Mekanismerna är ett resultat av genomtänkt och noga planering, implementering och övervakning 
för att se till att de fungerar så effektivt som möjligt. Forskningen visade även effektiviteten hos 
mekanismerna stöddes av faktorer som pålitlighet, gemensam förståelse, ledningens engagemang 
och inlärning likaväl som strukturer som t.ex. koordinations byråar.  
 
Med hänsyn till dessa resultat och den analys som gjorts därav, har forskarna genom analytiska 
generaliseringar kommit fram till att effektiv och ändamålsenlig koordinering av tillgångar på den 
operativa nivån leder till framgångsrika strategiska allianser, som uppnås genom planering, 
skapande och övervakning av koordinations mekanismer. 

 



 
Nyckelord Renault, Nissan, Volvo och Strategisk allians 

 





Abstract 
 
Background: Recent trends in the world of business notably globalization 
and advanced technology have had significant effects on most companies 
irrespective of size and operations. A major consequence of these trends is 
increasing competition. This has consequently, increased the need for 
broader and more comprehensive strategies capable of ensuring the long-
term survival of companies. One such strategy is strategic alliances. 
Strategic alliances provide companies with wider access and utilization of 
resources that they find difficult to acquire.  
 
Purpose: The purpose of the thesis is to achieving a better and deeper 
understanding of global alliances and how they are coordinated. In so doing 
the research includes the nature of global alliances in general and the 
Renault-Nissan alliance in particular. The main focus and case study is the 
Renault-Nissan alliance but, the researchers also examine the reasons for 
the failure of the alliance between Volvo-Renault to determine what 
lessons if any, did Renault learn from this alliance and how these lessons 
has helped the Renault-Nissan alliance.  
 
Findings: The research found that coordination at the operational level of 
the Alliance was achieved through coordination mechanisms. The 
coordination mechanisms were responsible for coordinating the resources 
and activities of both companies at the operational level. These 
mechanisms are the result of deliberate planning, implementation and 
monitoring to ensure that they function effectively as required. The 
research also found that the effectiveness of the mechanisms are greatly 
aided by factors such as trust, mutual respect, managerial commitment, and 
learning as well as structures such as the Coordination Bureaus, the 
Alliance Board and the Alliance Steering Committees. These were 
consequently labeled ‘facilitators’ of the coordination mechanisms. Finally, 
It was also found that the role of ‘facilitators’ permeates the entire 
coordination process. 
 
On the basis of these findings and the analysis made thereof, the 
researchers through analytical generalizations concluded that effective and 
efficient coordination of resources at the operational level leads to 
successful strategic alliances, which are achieved through planning, 
implementation, creation and monitoring of coordination mechanisms. 
‘Facilitators’ are critical in creating an enabling environment for effective 
and efficient functioning of the coordination process and mechanisms. 
Their role is therefore as important as the coordination mechanisms.  
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1 Background to the Study 
 

he idea in this chapter is to provide background knowledge of the 
research topic and work and thereby provide the reader with a road map 
of the thesis. It therefore includes all information that we deem 

necessary to give the reader a sound understanding of the entire research 
work. In so doing, we have organized this chapter into the background, which 
gives the reader a firm knowledge about the research area from which a 
research question will be developed. We then go on to discuss the purpose and 
significance, the scope and limitations of the research work as well as the 
researcher’s preconception and prior knowledge. The chapter ends with how 
the thesis is organized. 

T

1.1 Background 
 
The world we live in today is marked by constant changes. It is a world that is 
becoming more internationalized and globalized. With this, the ability to survive 
for International organizations is becoming even more critical. Due to 
Internationalization and globalization, more companies are entering the same 
markets, which in effect, have increased the number of companies with equal 
working space as competition is getting fiercer than it used to be. In order to 
remain competitive in a market, organizations have to cooperate with each other 
in different ways; to share knowledge and resources in order to gain competitive 
advantage1 2.   
   
This is why the last decade of the twentieth century witnessed an increasing 
formation of international alliances in the global business world 3 . These 
alliances in most part have been spawning by technological, political, financial 
and competitive forces whose effects have become more pronounced in an ever-
increasing globalized world. These forces have significantly transformed the 
way in which global businesses operates. One major implication is the fact that 
all companies directly or indirectly have to deal with increased foreign 
competition both within their local and global markets4.  
 
A natural consequence is that firms have to act, proactively or reactively, to the 
opportunities and challenges that accompany globalization5. Many companies 
have adopted alliances as a means of staying competitive in an increasingly 
globalized world. Whilst some of these alliances did not bear the anticipated 
                                                 
1 Auster E. R. (1987). 
2 Harrigan K. R. (1987). 
3 Parkhe (2001) 
4 Dussauge and Garrette, (1999). 
5 Ibid 
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results, others did provide a beacon of hope for companies who found 
themselves to be at the receiving end of the globalization phenomenon.  
 
The alliance between carmakers Renault of France and Nissan of Japan is one 
classic example of two companies with mutual but diverse interests. The alliance 
occurred at a time when Renault was seeking to expand its market through wider 
geographical coverage and Nissan was struggling to avert a looming financial 
crisis. The partnership between these companies signaled the birth of a unique 
and unfamiliar alliance between two global and distinct companies6. There were 
doubts about the future of the alliance but five years after the alliance, the two 
companies have realized considerable gains that have further consolidated the 
fledging alliance7. The alliance is discussed in detail in Chapter Five of this 
thesis.  
 
The problem today for domestic and foreign organizations after the formation of 
strategic alliances is how to coordinate with each other in order to succeed. The 
way two different organizations with different identities should coordinate with 
each other and work together is not an obvious way. The question in hand will 
be presented in chapter 1.2  

1.2 Problem Statement 
 
Typically global alliances 8  involve companies with varying degrees of 
similarities and dissimilarities. There have been numerous studies on the nature 
of alliances in many industries and many of these researches have among others 
highlighted the difficulties and challenges of global alliances. Cultural 
differences have by far been identified as probably the most challenging aspect 
of global alliances; hence the many research into national and corporate culture 
and its effect on the way companies do business. Cultural differences, both 
national and corporate, as well as differences in corporate missions and 
strategies, policies and programs necessitate the conscious coordination of 
global alliances to ensure that these differences do not hinder the achievement of 
strategic goals of the alliance.  
 
Indeed, whilst an understanding of the challenges of global alliances provides 
the first step in tackling these differences, it does not in itself provide solutions. 
To provide solutions to these problems means to effectively manage the 
alliance9. Managing alliances effectively is therefore central to their success.  

                                                 
6 Korine et al, (2002). 
7 Ibid 
8Global alliance in this context refers to International companies from different countries working together to 
gain competitive advantage. 
9 Harrigan K.R. (1987).  
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Managing alliances successful requires among others, successful coordination of 
the activities of companies within the alliance. Coordination here refers to a 
conscious and systematic attempt to organize and integrate and thereby 
harmonize activities in a common action or effort. It is not difficult to imagine 
that a global alliance of any form will fail to achieve its intended purposes if 
there are no conscious efforts to coordinate the activities of the parties involved. 
Coordination therefore becomes significant in ensuring the success of global 
alliances. Given this preposition, the problem statement for this research is;  
 
“How are global alliances coordinated at the operational level; in this case,  

the Renault-Nissan Alliance?” 
 
By operational level, we mean all operations the companies in the alliance are 
involved in; example: manufacturing, research and development, marketing etc. 
The operational level in our opinion is crucial because, it is the level at which 
the alliance is operationalzed. Though the formation of a global alliance is a 
strategic decision, its success depends on the extent to which the companies 
cooperate and coordinate their activities at the operational level.  
 
In answering the research question, the research develops a research model 
based on the Resource-Based View of strategic alliance.  

1.3 Purpose and Significance 
 
The purpose of the thesis is aimed at achieving a better and deeper 
understanding of global alliances and how they are coordinated. 
 
In so doing the research includes 
 

• The nature of global alliances in general and the Renault-Nissan alliance 
in particular. Our main focus and case study is the Renault-Nissan alliance 
but, the researchers also examine the reasons for the failure of the alliance 
between Volvo-Renault to determine what lessons if any, did Renault 
learn from this alliance and how these lessons has helped the Renault-
Nissan alliance.  

 
 
The present research is significant in that, it will provide further research 
opportunities for researchers as well as provide vital information on how global 
alliances are coordinated. This information will also be useful for corporate 
executives who are engaged or intend to engage in any form of corporate or 
global strategic alliance. Indeed, the forces that spawned alliances are still active 
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today and show no signs of abating. Companies will thus be faced with ever-
increasing opportunities and threats. Alliances will therefore continue to be 
viable strategic options so long as it provides companies with the means of 
exploiting these opportunities and countering these threats. Success will 
ultimately depend on how well companies manage the alliance to their benefit 
and one such management skill is coordination. By providing information on 
how global alliances are coordinated, this research will provide corporate 
executives with concrete evidence and solutions on how to achieve coordination 
in strategic alliances. 
 
Hopefully, this research will provide business students with valuable 
information on the research area as well as guidance for further research in the 
area. In so doing, this research will enrich the knowledge of business students 
especially in the area of strategic alliance management. 

1.4 Scope of Study and Limitations 
 
The scope of the study is limited to strategic global alliances in companies. For 
this reason, the literature review will only examine literature in the area of 
strategic corporate alliances. The choice of the Renault-Nissan alliance 
inadvertently limits the scope of the study to the car industry. The choice of case 
further limits the research to strategic alliance between competing firms since 
Renault and Nissan belong to the same industry irrespective of the fact that this 
competition may be low. For this reason, we did not go into a detailed 
discussion of other alliances in the same industry or outside the industry. 
However since the alliance occurred in the car industry, we deemed it necessary 
to do an industry mapping so as to provide the reader with a broader view of 
inter-firm relationships with the car industry.  
 
Though the case represents two companies, the researchers’ access to primary 
data was limited to one company. This limitation was due to insufficient time 
and inadequate finances which made it difficult to reach the other partner in the 
alliance. It is thus worth mentioning that insufficient time and inadequate 
finances have contributed to the limited scope of this research. Though sufficient 
time and funding could have resulted in a much more detailed work, the validity 
and reliability of the results and conclusions of this study have not been 
adversely affected.  

1.5 Preconceptions and Prior Knowledge 
 
To fully comprehend and appreciate the approach to the research as well as its 
analysis and presentation, it is essential that the reader be given an insight into 
the preconceptions and prior knowledge of the researchers. In addition, this will 

 4
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place the reader in a much better position to understand or at least appreciate the 
background of the researchers.  
 
The researchers grew up in very different parts of the world; two different 
countries, with different languages, culture, education systems, political 
ideologies and economic conditions. We also come from two different 
educational backgrounds, economics and business administration, specifically, 
banking and finance. What we currently have in common is our field of study; 
strategy and culture; and our passion for strategic alliance, and have learnt to 
work together drawing on the strengths from each other’s background.  
 
Our belief is that, the world we live in is not purely objective. Reality is based 
on both objective and subjective truths. Both the subjective and the objective 
measurements and analysis therefore provide us with a true picture of reality. 
For this reason, a measurement of reality must necessarily include 
measurements of both the objective and subjective reality.  
 
The researchers have not had any prior encounters with Renault and Nissan. 
Therefore knowledge about the companies did not significantly go beyond what 
could be gathered from secondary sources. The researchers thus approached this 
research as outsiders and this may have affected the amount of information 
gathered and the interpretations consequently made. With prior experience with 
any of the companies, it may have been probably easier to access more detailed 
and privileged data. However, the absence of this prior encounter endorses the 
distinction between researcher and the research object, helping to reduce the 
subjectivity of the research findings.  
 
It is intended that this research will utilize and benefit from the researchers’ 
diverse knowledge and backgrounds, providing the reader with much in-depth 
knowledge and analysis of the subject and case. Our respective background is 
therefore not considered as an inhibiting factor that will affect the credibility of 
the research findings and interpretations made thereof.  

1.6 Organization of the Study 
 
This thesis is organized with two fundamental objectives. First of all, the thesis 
is organized in a manner that fulfills the requirements of a good research report. 
It therefore contains chapters regarding research philosophy and methodology, 
data collection, data presentation and analysis, discussions and conclusions, and 
finally bibliography and appendix. However, we are conscious of the need for 
these chapters to be arranged in a systematic way so as to make reading easy and 
interesting. The thesis is therefore organized as follows.  
 

 5
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The significant part of the introductory pages is the ‘Abstract’ and it provides 
the reader with a brief summary of the entire research work. It introduces the 
research background and question as well as the research approach and 
methodology. It then summarizes how data was collected and analyzed and the 
findings from the analysis. It concludes with a summary of the discussion in the 
last chapter.  
 
The first chapter introduces the reader to the background of the research topic, 
explains the research question, discusses the purpose and significance, scope and 
limitations as well as organization of the study.  
 
Chapter Two discusses the research choices that were made. This includes 
research approach, the choice of subject, the researchers’ preconceptions and 
perspectives as well as research philosophy. The aim of this chapter is to provide 
the reader with the scientific approach to the research.  
 
The third chapter reviews literature on the research subject area and develops a 
research model for the study. The idea is to give the reader a snapshot and 
knowledge structure of the research area and provide the basis for analyzing our 
research findings.  
 
Chapter Four deals with data collection and discusses the research strategy, 
especially the strategy adopted by the researchers as well as research 
methodology.  
 
Chapter Five is a presentation of the case companies and this is aimed at 
providing the reader with more precise background knowledge about the 
alliances to be studied. The empirical data from the interviews are also presented 
in this chapter.  
 
Chapters Six deals with data analysis. It represents an in-depth analysis of 
coordination mechanisms within the Renault-Nissan Alliance.  
 
The final two chapter discusses the analysis of the research findings and 
conclusions made thereof.  
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2 Research Choices 
 

his chapter deals with the scientific approach to the research and 
discusses among others the choice of subject, research ideals and 
research approach. It provides a prelude to the chapter on research 

strategy and methodology and therefore provides the reader with a meaningful 
understanding of the researchers’ choice of strategy and methodology. This 
will help the reader to formulate a clear and unambiguous understanding of 
the scientific nature of the research and most importantly, the rigorous use of 
research methodology. The methodology will however be discussed in details 
in chapter four of the thesis. 

T

2.1 Choice of Subject 
 
Deciding to do a research about strategic alliance was unproblematic since both 
researchers are strategy students. However finding a suitable research topic 
within the subject and also, the car industry was not that easy. After some basic 
research into the industry, it became apparent that inter-firm collaborations were 
probably the most common trend in the car industry. There was practically no 
major automobile company without some form of cooperation or alliance with 
another automobile company. Though the topic of global alliances was nothing 
new, its prevalence in the car industry aroused a new interest in the topic. 
Apparently, our knowledge on the topic was limited to nothing more than 
definitions and descriptions of the subject.  
 
This new interest coupled with limited knowledge was followed by a desire and 
challenge to increase our knowledge on the topic by delving deeper into the 
nature of global alliances. Given our mutual interest in strategic alliance and the 
prevalence of global alliances in the industry, we decided to research into 
strategic global alliances in the car industry. 
 
Initial enquiry into the car industry revealed inter-firm collaboration of differing 
nature, notable among them joint ventures and acquisitions. Of particular 
interest was the relationship between Renault of France and Nissan of Japan. 
Theirs is a unique strategic alliance in that it was the only kind within the 
industry. Further enquiries into the alliance led to the belief that the alliance has 
so far been successful, contrary to expectations of some industry experts. These 
expectations were due to the fact that they were two very distinct companies 
without prior experience of any form of cooperation or collaboration. The 
curiosity now was to inquire into how two very distinct companies without prior 
cooperation and collaboration can manage a successful alliance. With our prior 
knowledge in business and management, it was easy to identify coordination of 
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activities as a key component in managing successfully. Given the touted 
success of the Renault-Nissan alliance we therefore decided to research into how 
global alliances are coordinated by conducting a case study research into this 
particular alliance.  

2.2 Choice of Theory 
 
To answer our research question, we have chosen theories that describe the basis 
for strategic alliances and most importantly, alliance between competing firms 
since Renault and Nissan are competing within the car industry. For this reason, 
we did not give much focus to alliances between non-competing firms.  

2.3 Perspectives 
  
Our prior knowledge and background as previously discussed will obviously 
lead to different perspectives. This is because perspectives are influenced by 
knowledge, backgrounds and experiences. However, in conducting scientific 
research, it is necessary to maintain a fixed perspective in order to avoid the 
temptation of explaining a phenomenon from different perspectives. Though this 
is necessary in providing a fuller understanding of phenomena, attempting to 
achieve this in one research may provide much superficial information that is of 
little scientific value.  
 
To avoid this risk, the researchers have resolved to adopt a common perspective 
to the research problem; a perspective that bridges the gap between their 
knowledge, backgrounds and experiences. The research problem is therefore 
approached from the management perspective. This choice of perspective is 
influenced by our current field of study (strategy and culture) and our future 
career aspirations (managers and management consultants). The perspective will 
be further narrowed down to management at the operations level. From this 
perspective, we hope to provide invaluable information to management students 
and managers on how global alliances are coordinated.  
 
An alternative would have been to approach the problem from a customer point 
of view. From this perspective, we could have researched into how corporate 
alliances affect customers’ perceptions of products and services. Another 
interesting perspective would have been to research into investors’ response to 
corporate alliances. Yet again, we could have taken a governmental perspective 
by finding out the regulatory framework for corporate alliances and how this 
affects their formation. Though interesting and very necessary, adopting these 
perspectives will necessitate more time and resources than currently available, 
not to mention the fact that some of these perspectives will be more appropriate 
for other fields such as marketing and accounting.    
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2.4 Research Philosophy and Approach 
 
Research philosophy identifies the researcher’s ideological stance regarding 
knowledge and its acquisition. It helps to determine and understand the 
researchers’ choice of approach, strategy, methodology and analysis. Research 
philosophy is made up of two components, ontology and epistemology. 
Ontology basically refers to the study of being, that is, how we view the world. 
This consequently determines epistemology, which basically refers to the study 
of knowledge, science, model and testability and what we perceive as truth. 
 
Ontological choices are often represented as a dichotomy of two extremes, often 
called positivism and phenomenology 10 . Positivists argue that the world is 
objective; hence there can be only objective reality. In other words, the social 
world exists externally, is objective and its properties should be measured 
through objective methods, not inferred subjectively. A researcher with this 
ontological stance “assumes the role of an objective analyst, coolly making 
detached interpretations about those data that have been collected in a value free 
way 11 . Phenomenologists on the other hand argue that reality is created 
subjectively and can therefore be observed and interpreted only on a subjective 
basis12. Also referred to as interpretivists and constructionist, they maintain that 
reality differs because people interpret phenomena differently; hence it is 
necessary to explore the subjective meanings motivating people’s behavior and 
interpretations in order to understand reality13. For this reason, they advocate for 
a contextual understanding and interpretation of phenomena as against an 
objective interpretation of phenomenon. This stance greatly limits the 
generalization of research results.  
This represent two ends of a continuum and with time a wide range of 
intermediate stances have developed, one being realism. Researchers with this 
stance argue that reality is independent and exist irrespective of whether it is 
experienced, exercised or unexercised. However, realists also concede that 
subjective reality affects the way the individual interprets that reality, thus 
recognizing the influences of external social factors. Realism thus “recognizes 
the importance of understanding peoples socially constructed interpretations and 
meanings, or subjective reality, within the context of seeking to understand 
broader social forces, structures or processes that influence, and perhaps 
constrain, the nature of people’s views and behaviors”14.  
 

                                                 
10 Bunge, (1996). 
11 Saunders et al, (2003). 
12 Ibid 
13 Ibid 
14 Ibid 
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Our preconceptions are more aligned with realism. However, given our research 
problem and purpose we will be more inclined to the phenomenological stance. 
Although corporate alliances are objective truths, they differ in formation and 
nature for example, joint ventures, mergers and acquisitions etc. Also, corporate 
alliances occur in the social context of organizations and are therefore context 
bound. Thus, whilst the phenomenon itself is an objective reality, its nature and 
interpretations differ depending on the organizational context. For this reason, to 
better appreciate its true nature as well as understand and interpret it 
appropriately, it is necessary to study it within the context in which it occurs; 
hence the results of this study cannot be statistically generalized to include other 
contexts.  
 
One importance of identifying a research philosophy is the fact that it helps to 
select an appropriate approach to the research problem. Generally, positivists 
have been identified to be more prone to use a deductive approach whilst 
phenomenologist or interpretists are associated with an inductive approach15. A 
deductive approach involves the use of theory to formulate hypotheses which 
are testable by the research and upon which generalizations can be made. 
Alternatively, an inductive approach to research aims at understanding a 
phenomenon and possibly, developing a theory from collected and analyzed 
data. Thus whilst deductive approach aims at testing existing theory, induction 
aims at theory building. However, these two approaches are not mutually 
exclusive and can often be combined in one research16; hence it is simplistic to 
assign a particular approach exclusively to one research philosophy.  
 
In our research, the use of such a combination is evident in the following ways. 
The initial stages of our research is deductive in that it emphasizes scientific 
principles identified as the rigorous use of scientific methodology, it moves from 
theory (Resource Based View) to data and with a theoretical framework, 
analyzes the relationship between two variables; resource coordination and 
global alliance success. However, the data collection and analysis is inductive in 
that, it relies on qualitative data and analysis, which is aimed at gaining a deeper 
understanding of the variables as well as the close research context in which 
they are found. The research therefore does not aim at statistically generalizing 
its findings. Indeed, there’s no need for such generalizations in this particular 
context. However, on the basis of the theoretical framework and research model, 
the research makes analytical explanations and generalizations thus contributing 
to the understanding of the relationship between successful global alliances and 
resource coordination. 
 

                                                 
15 Saunders et al, (2003). 
16 Ibid 
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3 The World of Strategic Alliances 
 

his chapter provides the reader with in-depth background information 
on the research problem. The approach to this chapter was thus to 
provide the reader with an overview of the, definitions, descriptions, 

motivation and management for global alliances. The model upon which this 
research is based is then developed and discussed. More information on 
strategic alliances can be found in Appendix B.  

T
3.1 Background 

 
The last decade of the twentieth century witnessed the proliferation of strategic 
alliances which have been described by some as the most striking changes that 
have occurred in business within that decade17. Increased internationalization 
and globalization brought with it in increases in global competition and threats18 
19 . The scale of competition for companies therefore became broader as 
companies had to deal with both local and foreign competition. Having a home-
based competitive advantage therefore became inadequate in the large and 
increasing competitive global world. To add to this competitiveness was the 
sophistication that came with it. Innovation in the information technology 
pioneered an all new and sophisticated challenge for companies especially those 
engaged in global business 20 . It revolutionalized the way business was 
conducted worldwide. This innovation like globalization provided both 
opportunities and threats for companies. Thus acquiring the latest information 
technology to facilitate business became a priority and source of competitive 
advantage for most companies21. It is ironic that during this same period of 
increasing competition among business, collaborative efforts with the business 
world was also on the increase. It is thus not surprising that the last decade of 
the twentieth century witnessed both increasing and sophisticated competition 
and collaboration within the business world22.  
 
One way in which organizations have attempted to respond to the changing 
marketplace, while simultaneously maintaining relationships with their 
customers and expanding their customer base, is through alliance formation23. 
Thus of the many characteristics a firm must take on to be viable in the twenty-
first century, finding business partners and allies has become increasingly 

                                                 
17 Dussauge, P. and Garrette Bernard (1999).  
18 Crouse, H.J. (1991). 
19 Auster, E.R. (1987). 
20 Harrigan, K. R. (1987). 
21 Ibid 
22 Garai, G. (1999). 
23 Lorange, P., and Roos, J. (1991). 

 11



Marriage of Convenience or Strategic Alliance 
 

important to be able to marshal the necessary resources needed to create and 
deliver value to their customers 24 . In the wake of globalization, industry 
convergence and technological upheaval, companies are increasingly concluding 
partnership agreements outside their traditional spheres of familiarity. The 
search for expanded geographic coverage, broader service to clients and 
complementary skills has yielded some extraordinary new alliances25. Inter-firm 
relationships have therefore become an important alternative for expanding 
operations in today’s fast changing world26. As a result, companies are now 
adopting various forms of inter-firm relationships as key components of their 
expansion and international strategies27. 
 
Though companies have been known to engage in collaborate relationships, 
majority of these relationships were largely limited to international cross-
licensing agreements and it was not until the 1960s that researchers began 
focusing on joint ventures28. The first wave of research focused on joint ventures 
as a means of penetrating new geographic markets. The second wave of research 
focused on joint ventures within local markets and was driven by these anti trust 
concerns within US industries.  
 
However the increase in such collaborative relationships during the 1980’s 
aroused an unprecedented interest in the subject and pioneered a paradigm shift 
in related research29. It became apparent that companies were collaborating more 
with each other as a means of keeping pace with the changing environment. 
Soon, a whole new dimension to the study of strategy emerged and with time 
was labeled strategic alliances, a term that emphasized the fact that the decision 
to collaborate and ally with another company had far reaching consequences on 
the competitive position and in some cases the strategic direction of the 
companies. This “new” area of strategic alliances provoked many research and 
publications and soon became a major feature of business and strategy literature. 
Indeed, there is hardly any book on strategy that does not provide a section on 
strategic alliances and entire books have been written on the subject.  

3.2 Definition and Description 
 
Jones et al (2003) defined strategic alliances as long term, trust-based relations 
that entail highly relationship-specific investments in ventures that cannot be 
fully specified in advance of their execution. It entails the pooling of skills and 
                                                 
24 Jones et al, (2003). 
25 Korine et al, (2002). HBR, (1996). 
26 Sankar et al, (1995). Kaplan and Hurd, (2002). 
27 Hambrick et al (2001)., Sankar et al, (1995)., Robert, (1992)., Korine et al, (2002)., Jones et al, (2003)., and 
Dussauge and Garrette, (1999). 
28 Dussauge and Garrette, (1999). 
29 Robins, J. A., Tallman S. and Fladmoe-Lindquist, K. (2002).  
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resources by the alliance partners in order to achieve one or more goals linked to 
the strategic objectives of the cooperating firms. 
In the broader perspective of inter-firm relationships, strategic alliances can also 
be described as inter-organizational linkages that provide firms with the 
opportunity to manage uncertainty in their environment30. In its generic form, 
corporate alliances involve the collaboration and cooperation of two or more 
companies aimed at achieving some form of advantage not achievable by an 
individual company31. It becomes strategic when alliances are aimed at creating 
and enhancing the competitive positions of the firms involved32. This means, 
strategic alliances must significantly contribute to the strategies pursued by 
partners involved and should therefore involve a pooling and combination of the 
resources and capabilities of the partners33.  
 
From the above definitions, it is evident that the underlying principle in business 
alliances is the belief and conviction that it will be in the interest of companies 
to enter into an alliance than remain separate. This interest could be diverse and 
in some cases significantly different34. For example, one party to the alliance 
may perceive the alliance as a means of entry into a lucrative foreign market 
whilst the other party may perceive the alliance as the only hope for surviving in 
the market place. Thus, whilst one party sees the alliance as a vehicle for 
exploiting an opportunity, the other may see the alliance as a vehicle for 
mitigating a challenge or threat. Actually, this different interest as against 
similar interest may serve to enforce the need for the alliance. Subsequently, it is 
compatibility and not necessarily similarity of objectives that should be of 
concern in alliance formation35. 
 
Reid et al36 adopts a comprehensive description of strategic alliances as the 
conduct of cooperative activity between two or more firms united to pursue a set 
of agreed-upon goal, contributing complementary, firm specific capabilities 
involved in a wide range of interdependent activities in which limited control is 
exercised by parties, who remain independent subsequent to the formation of the 
alliances and share in its risks and benefits. This description highlights a notable 
feature that distinguishes strategic alliances from other inter-firm relationships. 
In strategic alliances the companies involved do not in any way loose their 
independence and strategic autonomy although the alliance may have effects on 
their strategic direction37. The definition offered by Dussauge and Garrette38 also 
                                                 
30 Pfeffer, J. and Nowak, P (1976). 
31 Korine et al, (2002)., Sankar et al, (1995)., Kaplan and Hurd, (2002)., Dussauge and Garrette, (1999)., 
Hambrick et al, (2001). 
32 Dussauge and Garrette, (1999). 
33 Ibid; Das and Teng, (1999). 
34 Das and Teng, (1999). 
35 Ibid 
36 Reid,D., Bussiere,D. and Greenaway, K. (2001) 
37 Dussauge and Garrette, (1999). 
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emphasizes the maintenance of independence and strategic autonomy; a critical 
distinction between strategic alliances and other forms of inter-firm cooperation 
such as mergers and acquisition. By this definition, any inter-firm relationship 
that involves the creation of a new entity that unifies the chain of command of 
the companies involved can therefore not be described as a true alliance.  
 
However, it appears this distinction or its relevance is lost to some researchers 
and practitioners; hence mergers and acquisitions are sometimes labeled as 
forms of strategic alliances. This seems to suggest some confusion on what 
constitutes inter-firm cooperation and strategic alliances. Are strategic alliances 
to be considered as one form of inter-firm cooperation with mergers, joint 
ventures and acquisitions as other forms or should these be considered as forms 
of strategic alliances? This research however recognizes this distinction and on 
this basis distinguishes strategic alliances from other inter-firm collaboration 
notably mergers and acquisitions. We therefore perceive strategic alliances, 
mergers and acquisitions as different forms of strategic inter-firm collaboration 
as against mergers and acquisitions as forms of strategic alliances. 

3.3 Theoretical Basis for Strategic Alliance Formation 
 
The theoretical basis for strategic alliances is deeply rooted in economics and 
strategic management. Compared to economics, strategic management is a 
relatively new field of research enquiry but has contributed significantly to the 
understanding of alliances. The very term ‘strategic alliances’ emphasizes the 
bond between alliances and strategy. Transactions cost economics and the 
Resource-Based View of the firm together explain the motivation for firms to 
engage in strategic alliances. 

3.4 Transaction Cost Economics 
  
Since strategic alliances almost always involve corporations involved in 
economic activities economic theory has traditionally played a leading role in 
providing the theoretical justification for strategic alliances. The most often 
cited theory in this respect is Williamson’s Transaction Cost Economics3940 41. 
Transaction stipulates that firms are created and grow by replacing the market in 
areas where the market is not fully efficient 42 . The only regulation for 
production is prize variations and price based transactions are abolished and 
replaced by internal exchanges coordinated by the entrepreneur who manages 

                                                                                                                                                         
38 Ibid, pp. 4 
39 Williamson, O.E, (1975). 
40Williamson, O.E, (1975). 
41 Williamson, O.E. (1981). 
42 Dussauge and Garrette, (1999). 
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production. The firm must therefore decide whether to produce entire units by it 
or forgo production and buy from the market. Buying form the market involves 
cost identified as “transaction costs” and the entrepreneur must therefore weigh 
the cost of production against the transaction costs associated with buying from 
the market43.  
 
Efficiency involves deciding which aspects of production should take place 
within the structured organization and which aspects should be acquired outside 
the structure of the firm. Efficiency is achieved where the decision provides the 
firm with the least cost of production. The costs associate with a “make” or 
“buy” decision therefore provides the choice for the adequate governance 
structure.  In analyzing the cost associated with transactions associated outside 
the organization, there is the need to take into consideration three key factors, 
the first being the uncertainty surrounding the transaction, asset specificity and 
the frequency of transaction. These three factors have a direct and positive 
impact transaction costs. Thus, if the costs of a component of production 
determined by these factors are high, the transactions cost will equally be high 
and should they be higher than the cost of production, the firm will seek to 
internalize the production of that component rather than acquire it on the market. 
The boundaries of firm are thus limited by a desire to minimize costs associated 
with transactions in the market and organizing production in-house. Firms 
therefore extend their boundaries to the point that minimizes the sum of 
production and transaction costs44.  
 
This theory is thus useful in explaining when an alliance will be preferable to a 
non-alliance. The argument is that, alliances will be preferable in cases where 
total market operations and internalized production do not limit the cost of 
production. Alliances will be preferable in such instances because it provides an 
intermediate position for companies involved since alliances in them selves do 
not represent total market operations or total in-house operation. Consequently, 
an alliance will be the preferred choice so long as it minimizes the costs of 
market operation on one hand or internal production on the other hand. In this 
regard, alliances are perceived as a cost optimizing mechanism45.  
 
Indeed, alliances are not formed purely on the basis of cost optimization. Most 
alliances are strategic in nature the aim of which is to gain competitive 
advantage and exploit new market opportunities. Alliances therefore cannot be 
viewed only as economic devices. Transactions Cost Economics is therefore 

                                                 
43 ibid 
44 ibid 
45 ibid 
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inadequate in explaining alliances although it provides a solid theoretical basis 
and explanation for their formation46.  

3.5 Resource Based View 
 
The Resource-Based View (RBV) of the firm is a view that has risen to 
prominence in strategic management literature as a popular theory for 
competitive advantage4748 49. It has been considered as an extension of Penrose50 
explanation of firm expansion as a consequence of its resource capability51. 
RBV as is known emerged in 1984, with an article by Wernfelt52, which in 1990 
was awarded as one of the most influential article to have been published in the 
Strategic Management Journal prior to 1990.   
 
The resource-based view of the firm emphasizes that companies gain 
competitive advantage by possessing and deploying unique strategic resources53. 
The traditional thought in business strategy is that long-term survival and above-
return on investments are produced by competitive advantage. The resource-
based view of the firm builds on this underlining principle by emphasizing that, 
competitive advantage is not earned by chance or indeed by management but, by 
the resources the firm has access to54. In other words, the resources that it 
possesses or has access to and more importantly how these resources are 
employed in the firm’s operation determine the strength and level of a firm’s 
competitive advantage55. Indeed research has shown that the contributions of 
strategic resources have a positive effect on strategic performance56.  
 
A distinction is made between resources that are required for the functioning of 
all organizations and resources that are unique to particular organizations57. 
Thus the stream of research in this area has largely focused on the characteristics 
of a firm’s resources that enable it to compete successfully in its market58. 
Consequently it is argued that the possession of such unique resources is what 
provides an organization with the capability of high competitive advantage59. 
Competitive advantage is thus created when the possession and utilization of 
                                                 
46 ibid 
47 Priem, R.L. and Butler, J.E. (2001).  
48 Mathews, J.A.  (2002). 
49 Fahy, J, (2000). 
50 Penrose, (1959). 
51 Priem and Butler, (2001). 
52 Wernfelt, (1984). 
53 Robins et al, (2002); Fahy, (2000); Barney, (1991); Priem and Butler, (2001). 
54 Fahy, (2000). 
55 Robins et al, (2002). 
56 Ibid 
57 Matthews, (2002), Fahy, (2000). 
58 Priem and Butler, (2001). 
59 Barney, (1991). 
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resources imbues the company with capabilities that are difficult to be rivaled by 
competitors. Resources are therefore not distinguishable from capabilities and 
most often are used together and interchangeably.   
There are different opinions on the characteristics of these resources and 
consequently the criteria for accessing whether a resource is strategic differ. 
Some identify four criteria60, whilst others identify five and even eight criteria61. 
Harmonizing these sets of criteria, Fahy62 groups these different sets of criteria 
under three main headings namely value, barriers to duplication and 
appropriability. Value implies that the resources of the firm must have the 
capability of implementing strategies that meets the needs of customers in an 
effective and efficient way since customers are the overall deciders of value63. 
Resource uniqueness therefore lies in its ability to create value for customers. 
Secondly, the uniqueness of a resource is enforced by the difficulty with which 
it can be duplicated64. Therefore a resource that can easily be duplicated by 
competitors cannot be unique even though it may provide an immediate but 
unsustainable advantage over competitors. Also, appropriating the value created 
by the resource is as important as the value created hence a unique resource will 
ultimately be of benefit if the value it creates can be appropriated65.  
 
From a resource-based perspective, companies will seek to possess or at least 
assess key strategic (unique) resources and utilize these resources in order to 
gain competitive advantage. Given the scarcity and rarity of such resources and 
the fact that companies do not possess all the resources they require to compete 
in the market, organizations will develop strategies to acquire or access strategic 
resources in their persistent pursuit for competitive advantage66. Consequently 
organizations form strategic alliances in order to possess or access strategic 
resources to complement their existing resources. Alliances therefore become a 
strategic means of jointly making use of partners’ resources. It thus provides an 
avenue for learning and appropriating the capabilities of partners67. 
 
From the preceding theoretical discussions, it is obvious that none of these 
theories exclusively explain the phenomenon of strategic alliances. However, 
one cannot help but agree with Eisenhardt and Schoonhoven 68 , that the 
underlying logic of strategic alliances is a strategic need to remain competitive 
in the market.   

                                                 
60 Barney, (1991)., Grant (1991) 
61 Colin and Montgomery, (1995), Amit and Shoemaker, (1993). 
62 Fahy (2000). 
63 Barney, (1991). 
64 Fahy, (2000). 
65 Ibid 
66 Robins et al, (2002). 
67 Dussauge and Garrette, (1999). 
68 Eisenhardt, K.M. and Schoonhoven, C.B. (1996). 
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3.6 Types of Strategic Alliances 
 
Dussauge and Garrette69 distinguish between two broad categories of strategic 
alliances; partnership between non-competing firms and alliances between 
competitors and consequently identify three different types under each category.  
 

3.6.1 Alliances between Non-Competing Firms 
 
Partnerships with non-competing firms involve companies from different 
industries. The aim of such alliances is to expand into areas, which are relative 
new to the companies, hence, the desire to draw on valuable information and 
resources from the partnership. Growth and expansion usually fall into three 
main categories namely international expansion, vertical integration and 
diversification70. In international expansion the company seeks to expand into a 
new geographical market after having established a dominant position in its 
local market. Vertical integration involves the expansion through an extension 
of company’s activities and is achieved through acquisition of either suppliers 
and or customers. Diversification is an expansion strategy that focuses on 
expanding into new businesses in other industries or segments. Partnerships 
between non-competing firms thus provide companies with the means of 
implementing these strategies. This is achieved through international expansion 
joint ventures, vertical partnerships and cross industry agreements71.  
 

3.6.2 International Expansion Joint Ventures 
 
International expansion joint ventures are the creation of two or more companies 
from different countries with the aim of developing and production and/or 
marketing a new or existing product or service in a new market. It provides 
foreign companies with a unique opportunity to establish wholly owned 
subsidiaries and consolidate their position in a foreign market. A reoccurring 
feature of international joint ventures (IJV) is that, they are mostly formed by 
partner companies that have unequal skills and resources. It is certainly one of 
the older and more traditional forms of cooperation and continues to feature as a 
common means of international business expansion72.  

                                                 
69 Dussauge and Garrette, (1999). 
70 Johnson and Scholes, (2002). 
71 Dussauge and Garrette, (1999). 
72 ibid 
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3.6.3 Vertical Partnerships 
 
Vertical partnerships involve the cooperation of two or more companies that 
operate at different stages within the production process. Thus it could be 
cooperation between a company and its suppliers or a company and its 
customers. They constitute partial vertical integration since the company does 
not rely on the market for its suppliers or for finding outlets to its products nor 
does it integrate fully and become a competitor of its own suppliers and 
customers. Thus vertical partnerships bring to the fore the make or buy decision 
and numerous research and articles applying different theories attempt to 
provide decision makers with guidelines on when to integrate the production of 
a given component and when to rely on the market to buy it73.  

3.6.4 Cross Industry Agreements 
 
Cross-Industry agreements involve the formation of partnerships by companies 
from totally different industries with the view of diversifying their activities by 
leveraging complementary abilities. Such agreements facilitate the entry of one 
company in the other company’s industry and thus may signal the entry of a new 
competitor. In instances of technological or commercial convergence, cross-
industry agreements provide partners with a means of diversifying their 
activities simultaneously without resorting to internal development or 
diversification through acquisitions74.   

3.6.5 Alliances between Competing Firms 
 
Alliances between competing firms presents an interesting paradox simply 
because, these firms are supposed to be competing with each other for resources 
and customers rather than joining forces. Indeed, this is the principle of all anti 
trust legislation hence the very existence of alliances between competing firms 
arouses close scrutiny from regulatory agencies. Notable criticisms of strategic 
alliances are based on the perception that it reduces competition, which 
negatively affects the consumer in terms of few options and higher prices75.  
Notwithstanding its paradoxical nature, some studies estimate that 
approximately 70% of all cooperation agreements occur between rival firms76.  
The ambiguity of the ensuing relationship highlights a management problem and 
dilemma. Achieving the goals of the alliance will require close collaboration and 
cooperation among the parties yet; too much of this could undermine the 

                                                 
73 ibid 
74 ibid 
75 Robert, (2002). 
76 Morris, D and Hergert, M., (1987). 
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competitive position of the firms. This makes alliances between competing firms 
especially problematic for strategic managers.  
 
The problematic nature of this alliance has provoked two views; the first being 
that, alliance between competitors results in collusive behavior and thereby 
eliminates competition77. This behavior is harmful to consumers in that it will 
reduce the options available to consumers and potentially lead to high prices78. 
The alternative view is that alliances between competitors do not eliminate 
rivalry but rather alter the nature of rivalry between partners. This view also 
postulates that alliances are a zero sum game in that what is lost by one partner 
is gained by the other79.  
 
In our opinion, these two views are not absolute thus erroneous when taken in its 
entirety. Garrette and Dussauge80 found that the extent to which these two views 
hold depends on the nature of the alliance and consequently identified three 
main categories of alliances between competitors. The figure below summarizes 
these categories: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1 Alliance between competing firms 
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77 Arndt, J. (1979).  
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The above categories are based on two criteria, that is, the nature of the 
contribution made to the alliance by each partner and the result of the alliance. 
These criteria provide a typology of alliances between competitors. An alliance 
is considered complementary where the assets contributed by the companies are 
different in nature. The second criterion results in the other two types. The three 
types of alliances are clearly distinguishable by a set of coherent features and 
account for different rationale for alliance formation. The figure below 
represents a mapping of alliances and summarizes the characteristics of each 
type.  
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Figure 2 A Mapping of strategic alliance between competing firms 

(Source: Culled from Dussauge and Garrette (1999, pp.61)) 
 
The horizontal axis measures the symmetry of the alliance. This refe
extent to which the firms in the alliance are balanced. Thus the further 
alliance is from the right, the lesser the symmetry and balance betw
partner firms. Such alliances are usually inter-regional and partner firms
possess unbalanced competitive positions. They are thus more l
contribute resources of different nature and are therefore 
complementary. It is typical for one of the firms to use the alliance to pi
entry in a new geographical market. The vertical axis measures the impa
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alliance on competition within the industry. Thus alliances situated at the upper 
part of the map usually do not alter competition between the allied firms, in 
contrast to alliances at the bottom of the map. Such alliances usually cover all 
research and development function.  

3.6.6 Shared-supply Alliances 
 
Shared supply alliances involve the collaboration of two or more companies that 
join resources to achieve economies of scale on a given component or on an 
individual stage in the production process81. It therefore involves the sharing of 
production facilities or resources that are incorporated in the products that 
remain specific to each partner company. A significant feature of this alliance is 
that the companies continue to compete directly against each other in the 
market. This type of alliance is preferable in instances where the companies in 
the alliance do not produce enough quantities to meet the minimum efficient size 
at any particular stage in the production process, which in this case will be much 
greater than the entire product 82 . The aim is thus to improve production 
efficiency and subsequently, should not impact on the marketing and sale of the 
final product. Collaboration in these alliances is usually confined to a limited 
part of each partner firm’s operations and consequently does not significantly 
reduce the competitive rivalry between the companies. It is also usually formed 
by comparably sized companies and therefore provides little opportunity for 
exploitation. Indeed, the opportunity for exploiting the other’s capabilities is 
minimal since the aim is to benefit from economies of scale at just one point in 
the production process. The argument here is that, companies of unequal size 
and strength may defeat the objectives of this alliance since the weaker partner 
may find the output produced and economies achieved to be to low to justify the 
creation and management of the alliance.  

3.6.7 Quasi-concentration Alliances 
 
This type of alliances also aims at benefiting from increased economies of scale. 
It brings together companies with similar assets and skill for the development, 
production and marketing of a product or service83. A distinguishing feature is 
that, the companies produce a common product and the partners involved share 
its production and marketing. Since the end product is substantially similar 
irrespective of the company producing the item, this type of alliance 
significantly and inevitably reduces competitive rivalry among the partners84. 
This is not to suggest that there is elimination of competition and disputes with 

                                                 
81 Dussauge and Garrette, (1999). 
82 Dussauge and Garrette, (1999). 
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the alliance. The critical issue here is managing these disputes through tightly 
coordinated market and customer relations to ensure that these disputes do not 
degenerate into damaging competition in the market. Quasi-concentration 
alliances could occur across all functions of the company and may thus occur at 
production, marketing and sales or research and development functions. In some 
cases entirely new companies are established and entrusted with the research 
and development, production, and marketing of the end product of the alliance. 
Available researches indicate that majority of quasi-concentration alliances take 
place at both intra-regional and international level and are often found in the 
aerospace and defense sectors. An estimated 90% of all alliances in these sectors 
are quasi-concentration alliances85 86. 

3.6.8 Complementary Alliances 
 
This type of alliance is significantly different from the previous types in that it 
brings together companies, which contribute very different resources and skills 
to the collaborative project87. It occurs most frequently in instances where one 
partner develops a product, which is then marketed through the other partner’s 
marketing or distribution network. It is therefore essential that either the 
companies operate in different markets, or the in cases where they belong to the 
market, the product to be marketed is differentiated and distinctly different from 
the other partner’s line of products. The alliance necessarily implies transactions 
between the partners. These transactions make it possible for the benefits of the 
alliance to be realized. Complementary alliances are usually formed by only two 
companies, which can be of different sizes and is often limited to marketing and 
sales and in rare instances, manufacturing. The automobile and 
telecommunication industry account for majority of these alliances and are often 
on an international basis. The table below summarizes the three main types of 
alliances between competing firms. 
 

A summarized typology of alliances among competing firms 
 Share-Supply 

alliances 
Quasi-concentration 

alliances 
Complementary 

alliances 
Definition The competing forms 

develop and/or 
manufacture a 
common element 
which is then 
incorporated in their 
respective products 

A consortium of rival 
firms develops, 
manufactures, and 
markets a final 
product common to 
all partner firms 

A firm distributes on 
its domestic market a 
product initially 
developed by a 
competitor 

Objective Achieving economies 
of scale on a 

Achieving economies 
of scale on a complete 

Taking advantage of 
the complementary 
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86 Dussauge and Garrette, (1995). 
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particular input 
without turning to an 
external supplier 

product while 
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Renault Espace 
Matra-Ericsson 

 
Figure 3 Typology of alliances among rival firms 

(Source: Culled from Dussauge and Garrette (1999, pp.70)) 
 
It is unlikely that the characteristics of each type of alliance herein identified are 
absolute for all alliance types. It may be therefore possible to encounter alliances 
that have characteristics of more than one identifiable type. Eventually, it is 
logical to expect that strategic alliances will be judged to belong to one of these 
categories depending on the extent to which it exhibits the characteristics of 
each of these categories. The above categories, in our opinion provide the most 
convincing typology of strategic alliances because there are based on the 
statistical analysis of a set of attributes describing the main attributes of 197 
alliances88. The variables and attributes included, the legal structure set up to 
manage the alliance, functions covered by the collaborative agreement, the 
relative competitive position of the partners, the organization of tasks, the 
geographic scope of the joint activity and finally, the nature of that respective 
contributions of the two partners. This does not however suggest that other 
categorizations based on the purpose and natures of strategic alliances are not 
helpful.  

                                                 
88 Dussauge, P and Garrette, B (1998). 
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3.7 Managing for Alliance Success 
 
It is puzzling to note that despite the popularity of alliances, estimated at a 
growth rate of 25% annually89 majority of them end up in failures. Though 
different researches have different estimates for the rate of failure, all the 
research identified puts the rate well over the 50% mark90 91. One research puts 
the failure rate of all joint ventures, probably the most common form of strategic 
alliance, at approximately 70%. In an analysis of 49 alliances, 51% were found 
to be successful for both partners while 33% were considered failures by both 
partners92. The high failure rates suggest that the world of strategic alliances is 
definitely not only complicated but fraught with difficulties and challenges the 
management of which requires skill and commitment on the part of alliance and 
strategic managers. The risks of alliance many time, highlight the complicated 
nature of alliances 93 . Perhaps the complicated aspect of alliances is the 
investment each firm must make in the alliance94. The high failure rate of 
alliances coupled with its increasing popularity provides an opportunity for 
studies into how alliances should be managed to ensure their success. This 
opportunity has been taken up by many researchers who have attempted to 
define criteria for managing alliances successfully95 96 97 98. 

3.8 The Need to Manage 
 
The number of risks associated with alliances is endless. Indeed, the high failure 
rate of alliances is evidenced of the riskiness of this strategy. It will therefore be 
very appropriate to label alliances as a very risky business strategy99. Singling 
out each risk and its management may take endless pages and such an exercise 
though valuable will be outside the immediate parameters of this research.  
 
Das and Teng (1999) efficiently group the risks associated with alliance into two 
categories namely, relational risks and performance risks. Relational risks has to 
do with all the risks that are associated with inter-firm relationships whilst 
performance risks are simply all the factors that have the potential to impact 
negatively on the alliance. The underlying basis for relational risks is that 
                                                 
89 Mol, (2001). 
90 Parkhe, A., (2001). 
91 HBR, (1996); Mol, (2001); Das and Teng, (1999). 
92 Bleeke, J. and Ernst, D., (1998). 
93 Jones et al, (2003) Bleeke and Ernst, (1998). 
94 Ibid 
95 Kanter, R. M. (1994). 
96 Dussauge and Garrette (1993); Alvarez and Barney (2001); Lorange and Roos, (2001); Shakar et al, (1995); 
Korine et al (2002). 
97 Das and Teng (1999). 
98 Dussauge, P. and Garrette, B (1993). 
99 Das and Teng, (1999). 
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partner firms may not exhibit the necessary commitment required to make the 
alliance successful as well as the possibilities of opportunistic behavior or 
Machiavellian tactics. Any acts that suggest any of these will eventually 
jeopardize the prospects of the alliance. Since relational risks directly evolve 
from relationship, they can be seen to be unique to strategic alliances and single 
firms to a large extent are not affected by these risks.  
 
Even as relational risks can on it on jeopardize the prospects of an alliance, there 
are other factors both internal and external to the partner companies that lead to 
under performance of the alliance irrespective of the level of commitment and 
goodwill of the partners. Such factors include government regulations, wars, 
incompetence of any or both partner firms, and poor judgment of market forces, 
demand fluctuations and fierce competition among others.  
 
Perhaps the singular greatest risk in alliance management is managing the 
resources of the alliance. This risk is more pronounced in alliances between 
competitors than in any other type of alliance100. The presence of both relational 
and performance risks necessitate a holistic approach to the management of the 
alliance. Successful management must thus begin from the formation stage 
throughout the lifetime of the alliance101. 

3.9 How to Manage 
 
A number of researchers and practitioners have made valuable contributions on 
the prerequisites for a successful alliance. The list includes planning102, trust and 
commitment103, compatibility104 and complementarities105. The above primarily 
serve as guidance to selecting the right company to partner. Though they are 
important at every stage of an alliance, they do not provide the means of 
successfully managing all the risks associated with the alliance. Other researches 
into this area have consequently identified the need for structures 106 . An 
important aspect of any structure should be the development of mechanisms for 
bridging the difference between the partners as well as dealing with changes, 
internal and external, resulting from the alliance.  
 
In managing relational risks where the concern is loss of key resources, 
capabilities and misappropriation of other assets, partner firms need to exercise 
tighter controls through contractual control, equity control and managerial 
                                                 
100 Dussauge and Garrette, (1999). 
101 Lorange and Ross, (1991); Bleeke and Ernst, (1995); Kaplan and Hurd, (2002); and Kanter (1994) 
102 Garai, (1999); Kaplan and Hurd (2002); Bamford et al (2004). 
103 Parkhe, (1998); Korine et al, (2002). 
104 Bleeke and Ernst, (1998); Lorange and Ross (1991) 
105 Kanter (1994); Shakar et al, (1995); Das and Teng, (1999). 
106 Kaplan and Hurd (2002); Crouse, (1991). 
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control107. Learning also provides partner companies with an effectively tool of 
managing those resources and capabilities that fall beyond the control of the 
above mechanisms. One such resource is tacit knowledge. Some have argued 
that to guard the misappropriation of such knowledge, partner firms in addition 
to express prohibitions must work separately in order to create a knowledge 
barrier that will more difficult for the other partner to cross108. Whilst this maybe 
applicable in some alliances, its practicability and usefulness will be in doubt 
especially in alliances where the means of exploiting synergies lies in greater 
cooperation and knowledge sharing.  
 
It appears that a more realistic approach is where the partners deliberately and 
expressly state their intention to learn from each other. It is therefore not 
surprising that both scholars and practitioners perceive learning as both an 
objective and mechanism for managing alliances109 . The structures that are 
eventually established consequently provide the framework for operationalizing 
and reviewing the performance of the alliance.  
 
As mentioned earlier, the “do’s” and “don’ts” of strategic alliances are 
numerous. Majority of the reviewed literature have focused largely on 
prerequisites for success and reasons for failure. A few have given insights into 
how alliances are managed. There is clearly a shortfall in research into this area. 
The lack of adequate prescriptions for managing strategic alliances have 
probably accounted in part for their high failure rate. (If you find the topic 
interesting and want to read more, see the table in the appendix over 
recommended reading by different authors.)  

3.10 Research Model 
 
The review of literature on strategic alliances though deeply insightful and 
beneficial has nevertheless provided little information on how alliances are 
coordinated. At best they have highlighted the success criteria for and risks of 
strategic alliances, and the need for careful management of the entire process. 
The research problem, “how are global alliances coordinated at the 
operational level; in this case, the Renault-Nissan Alliance?” therefore 
remains largely unresolved. To help resolve this problem, the research will 
develop a model based on the resource-based theory of the firm.  
 
The long held views of resources are that they are scarce and there is practically 
no organization that possesses all the resources it requires in adequate quantities. 

                                                 
107 Das and Teng, (1999). 
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If competitive advantage is indeed dependent on resource mobilization and 
deployment then companies that lack key resources will be edged out of their 
market as other companies with more resources deploy them satisfactorily to 
gain higher competitive advantage110. Possession and access to these resources 
in them selves do not produce competitive advantage 111 . Rather it is their 
efficient and effective use that eventually produces competitive advantage. Thus 
possession or access to key resources and their deployment are not mutually 
exclusive and neither can by its self achieve the highest level of competitive 
advantage.  
 
From a resource based perspective strategic alliances provide companies with 
the opportunity to at least benefit strategically from resources which they find 
difficult or impossible to acquire and control. The strategic need maybe a need 
for growth and expansion of the business enterprise or a need for survival in the 
business world. In almost all instances, the creation, ownership, control and use 
of strategic resources motivates the creation of strategic alliances 112 . Thus 
companies through strategic alliances seek to create, own, control and use 
strategic resources to expand and grow their business and or survive in the 
global business world. It is probably impossible to envision competitive 
advantage without the use of strategic resources. 
 
Knowledge has increasingly been identified as a resource that has the potential 
of providing companies with a competitive advantage. Since tacit knowledge is 
not tangible, its protection and preservation is somewhat problematic113. Tacit 
knowledge largely resides in the human resources and culture of the 
organization. Managing the organization’s human resources therefore assumes 
added importance because it transcends the traditional boundary of human 
resources as a mere factor of production. Human resources thus become the 
store of an organization’s knowledge. In the same vein, managing the culture of 
the organization becomes critical because the organization’s culture is imbued 
with knowledge that is peculiar to that organization. For the purposes of this 
research, tacit knowledge and human resources are identified as key strategic 
resources. Tacit knowledge here refers to information covering all aspects of a 
company’s operation, technology as well as the skills, talent and experience of 
its human resources. 
 
The two resources herein identified are most utilized at the operational level of 
the company. It is apparent therefore that, it is at this level that an alliance will 
probably have its greatest difficulty with respect to these resources. Since 
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alliances are operationalized at the operations level at which these resources are 
most utilized, examining how these resources are coordinated within an alliance 
will provide solutions on how alliances are coordinated at the operational level. 
The mechanisms through which these strategic resources alliances are 
coordinated are therefore the focal point of this research. 

3.10.1 Research Model 
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Figure 4 Research Model 
(Source: Own Creation) 

 
The above research model portrays the resource based of strategic alliances. 
Though both companies may possess some unique and strategic resources, they 
do not have access to all the resources they require in limitless quantities. The 
need to survive and indeed outsmart competition may inevitably require the 
ownership, accessibility and utilization of some resources, which may be elusive 
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to each company. Strategic alliances become an option in the search for 
complementary resources. On this basis, two companies form an alliance in 
order to benefit each other’s resources and capabilities. Both companies ally 
their respective resource to each other to form alliance strategic resources.  
 
Accessing or appropriating complementary resource necessarily involves 
learning. The resource-based view of strategic alliance therefore introduces the 
concept of inter-organizational learning to the alliance debate. In order for the 
alliance partners to benefit from each other’s complementary resources, there is 
the need for both to have a common competence base. Inter-organizational 
learning is therefore more likely to occur in alliances between competing firms 
since they are more likely to have a similar competence base, resulting from the 
use of similar resources, identical resource needs, similar customers, and 
principally similar technologies 114 . The resource-based view coupled with 
organizational learning therefore suggests that accessibility and appropriation of 
capabilities are most likely to occur in alliances between competing firms. This 
is especially the case when the firms involved are significantly different, either 
by origin or the market which they serve. Given this, it will not be improbable to 
suggest that alliances among competitors from different parts of the world will 
result in significant accessibility to and transfer of capabilities. 
 
Since “alliance strategic resource” is made of the resources of both firms, there 
is the need to coordinate these resources to ensure their efficient utilization and 
achievement of alliance objectives. Thus the success or otherwise of the 
alliances depends on how well these resources are coordinated and how well 
they are eventually deployed to create capabilities that eventually draw out the 
intended synergies of the alliance. Coordination is therefore central to the 
management of global alliances. Exploiting the intended synergies requires the 
deliberate and careful planning and control of the whole alliance. Without this 
deliberate and painstaking effort, it will be indeed difficult to imagine two very 
different and sometimes competing firms attempting to form alliances to achieve 
some benefit.  
 
Consequently, the success of the alliance is dependent on the establishment and 
effective functioning of coordination mechanisms aimed at coordinating the 
alliance’s strategic resources. Though the mechanisms for coordinating the 
whole alliance may be based on a set of rules and regulation, the uniqueness of 
each strategic resource may require specific and unique coordination 
mechanisms hence the need to distinguish between the coordination mechanisms 
for each strategic resource. The arrows in the model portray the sequential 
nature of the strategic alliance.  

                                                 
114 Dussauge and Garrette, (1999). 
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In summary, the research model represents the idea that coordination and 
eventual success of global strategic alliances is achieved through coordination of 
resources at the operational level. Even though this model has been developed to 
explain the coordination mechanisms between Renault and Nissan, it can be 
generalized to other companies and industries when going into strategic alliance. 
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4 Data Collection 
 

his chapter comprises the research design, strategy and methodology. 
The chapter thus provides the framework or guide for collecting, 
analyzing and interpreting data. The aim is to convey to the reader a 

clear and precise indication of the rigorous use of an acceptable scientific 
research methodology, consistent with the researchers’ scientific ideals and 
research problem. In order for this thesis to be distinct from other works, the 
usual criteria for validity will not be found in this chapter. A separate chapter 
has been dedicated to this part of the methodology in chapter eight.  

T

4.1 Research Design 
 
The research is exploratory in nature. Exploratory research is mainly used when 
there is little information about a phenomenon115. It is a valuable means of 
finding out insights into a phenomenon or assesses a phenomenon in a new 
light116. It is discovery oriented and thus not intended to test hypotheses117. In 
our case, exploratory research is the most appropriate given the limited 
knowledge on how global alliances are coordinated, notwithstanding numerous 
writings in the field. The analysis section of the research assumes an explanatory 
feature since the section develops tentative explanations based on the theoretical 
framework. However, the research is not explanatory in that it was not designed 
to demonstrate the viability of any given explanation. By designing the research 
as exploratory, the researchers intended to increase familiarity with the research 
problem and thereby establish priorities for further research. 

4.2 Research Strategy 
 
Together with the research design, the research strategy provides a general plan 
of how the research question will be answered. This research adopts the case 
study strategy. A case study is an empirical inquiry that “investigates a 
contemporary phenomenon within its real life context especially when the 
boundaries between phenomenon and context are not directly evident”118. Hence 
it allows an investigation to retain the holistic and meaningful characteristics of 
real life events. Case studies are therefore the most preferable research strategy 
where a subject must be investigated in its real life context119.   
 

                                                 
115 Hair et al, (2003). 
116 Saunders et al, (2003). 
117 Hair et al, (2003). 
118 Yin, R.K., (1994). 
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Since case studies are not distinguishable from their context, its use requires 
many more variables than data points and as a result relies on multiple sources 
of evidence. This is one of the strongest advantages of this strategy. It benefits 
from the development of theoretical propositions that guide the collection and 
analysis of data. A case study method is preferred because of its huge potential 
to provide in-depth knowledge and understanding of a phenomenon within its 
context as well as the systematic way in which it builds on theoretical 
propositions from data collection and analysis. More so, the limitation of time 
and finances does not favor the use of other strategies such as surveys and 
experiment.  
 
Case studies have traditionally been viewed as a less scientific way of research 
enquiry primarily due to high influence of researcher bias in it findings and 
conclusions and the fact that in most cases it provides little basis for statistically 
based scientific generalization120. Another difficulty with case studies is data 
analysis steps and criteria for interpreting the research findings.  
 
Notwithstanding these criticisms, case studies are comprehensive scientific 
research strategies that incorporate specific approaches to data collection and 
data analysis. Thus the use of the case study strategy is not exclusive to one 
research design or methods of data collection and can therefore be used in both 
qualitative and quantitative exploratory, explanatory or descriptive research121.  

4.3 Unit of Analysis 
 
A critical issue of all research designs and strategy is the unit of analysis. A 
definition of a unit of analysis is significant because it clearly and 
unambiguously identifies and limits focus of the study to the research object 
thus helping to relate the research to a broader body of knowledge122. Defining 
the unit of analysis is in most cases derived from the research question and thus 
selecting an appropriate unit of analysis results from accurately specifying the 
primary research question. Consequently the unit of analysis for this research 
derived from the research question is inter-firm relationships and is limited to 
global alliances and the Renault-Nissan alliance. 

4.4 Choice of Case 
 
A mapping of the car industry reveals numerous forms of inter-firm 
relationships majority of which are mergers and acquisitions. With the exception 
of few and relatively small sized producers, all the major car manufactures have 
                                                 
120 Yin, R.K., (1994). 
121 Ibid 
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one form of cooperation with each other. The most recent of these inter-firm 
relationships is that of Nissan and Renault. This relationship is unique because it 
is an alliance, not a merger, between two major car manufacturers without any 
prior experience of cooperation with each other in any field.  It went deeper than 
an alliance within the car alliance. It is also unique because it is the first alliance 
between a French industrial company and a Japanese industrial company and for 
this reason was given little chance of success. Failure was thus eminent because 
of the cultural and language differences, all well as the mutual inexperience of 
cooperation between the two companies. More so, Nissan was in financial 
difficulties and many experts held doubts about Renault’s ability to invest 
enough cash into Nissan’s operations. Five years on, the alliance has been hailed 
as a success. No article on this alliance has failed to recognize this fact. How 
was it possible that an alliance that was not given much hope of success has now 
become the shining example of inter-firm cooperation? We were thus drawn by 
the surprising success of the Renault-Nissan Alliance. Knowing how the 
Alliance achieved this feat will help increase knowledge on the nature of global 
alliances and especially how there are coordinated to achieve success. The 
Alliance therefore served as the best case for understanding the nature of global 
alliances, especially how they are coordinated. 
  

4.5 Choice of Interviews 
 
The alliance is governed by an alliance board made up of top executives of 
Renault and Nissan, two coordination bureaus; one each in Paris and Tokyo, 13 
Cross Company Teams (CCTs) and 9 Functional Task Teams (FTTs). The 
research is focused on the operational level since coordination at this level is 
critical to successful coordination of firm’s resources. Our choice of interviews 
within Renault is thus aimed at personnel at this level. Our choice of 
interviewing at this level is also informed by the difficulties of gaining access to 
corporate executives of the companies. 

4.6 Data Collection Method 
 
Even though we can not say with a hundred per cent certainty the respondents of 
our e-mail questionnaire, we have been informed by the Public Relations officer 
of Renault that, our questionnaire had been answered by three personnel in 
Renault. The first was the head of the Coordination Bureau in Paris. Since the 
Alliance had a coordination office, there was the need to investigate their role 
and responsibilities since there was not much information on their activities in 
the secondary data (the alliance booklet). The second was the Head of Human 
Resources in Renault and the third being the officer in charge of Advanced 
Industrial Strategy Studies at Renault, who is also a member of one of the 
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Functional Task Teams. He is responsible for aligning the industrial strategy of 
the alliance and ensuring that, the teams that have been created by the alliance 
function as required.  
 
The data collected was qualitative in nature and included both primary and 
secondary data. Qualitative data is more useful for discovering and provides in-
depth information on the research subject123. The secondary data was sourced 
from mainly the Internet and the university library and they included research 
and journal articles, textbooks, thesis, company websites and company records. 
Secondary data was used extensively in describing global alliances, the car 
industry and the case company and in providing insights but not solutions to the 
current research problem. Primary data sources were limited to only one 
company in the alliance, Renault, since the limitations of time did not permit 
similar interviews with personnel of Nissan in Japan.  
 
The major method used to collect primary data was semi-structured interviews 
via e-mail questionnaire with the personnel from Renault. Such interviews have 
the advantage of gathering data on complex and sensitive issues and enable the 
researcher to obtain feedback as well as the use of visual aids if possible124. The 
semi-structured interviews were therefore preferred because of its potential to 
exploit the advantages of both structured and unstructured interviews. It can thus 
unearth detailed information without deviating from the original purpose of the 
interviews125.  
 
For the analysis of the companies, the most insightful secondary sources were 
the alliance booklet, the Renault Atlas, annual reports of the companies, as well 
as the company websites.  
Since the alliance booklet and Atlas did not contain all the specific information 
needed for the analysis, primary information was also collected through the form 
of e-mail questionnaire.  
Due to time limit and the scope of the research, primary data collection only 
included interviews via e-mail questionnaire. Research through direct 
observations or personal interviews, which would have also been useful given 
alternative circumstances, therefore, could not be made.  
 
When choosing the persons to be interviewed, both natural selection and 
judgmental sampling have been used126. Natural selection meant that on first 
contact with the company, the authors were referred to persons with the relevant 

                                                 
123 Hair, et al. (2003) 
124 Ibid 
125 Silverman, (2000); Yin, (1994); Saunders et al (2003); Hair et al, (2003). 
126 Hussey, (1997). 
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experience in the research area in question, while judgmental sampling was 
carried out through the decision of the researcher as to whom to interview.  
 
The structure of the questionnaire127 included a number of general questions on 
the topic of the alliance, the coordination mechanisms as well as problems and 
difficulties regarding language, communication and culture among others. The 
questions consisted merely of open-ended questions giving respondents the 
choice to answer as extensively as they wished, in their own words. The 
questions were formulated as clearly as possible, so that the respondents would 
interpret and answer them consistently.  
 
Considering the weakness of this survey method, it entirely depends on the 
knowledge and co-operation of the persons questioned. The selected persons 
might not see the purpose or have the intention to participate or might not 
possess the relevant knowledge needed to answer the e-mail questionnaire. A 
great risk is when some participants do not have the accurate information that is 
sought after; however, they feel pressured to give some sort of answer 
nevertheless. In this case however, detailed documented answers were given to 
the questions with facts and figures to support them. 
 
It is also worth mentioning that, the e-mail questionnaires had the advantage of 
fast access to the contact persons, which gave the possibility to save time and 
resources such as traveling costs. Correspondence through e-mail also saves 
time for the respondents, possibly meaning a higher expected response rate. 
      
An obvious drawback in our methodology is our inability to interview similar 
key personnel in Nissan, hence the one-sidedness the responses. Naturally, some 
of the responses by the respondents at Renault were expected to be bias. 
Nevertheless, these drawbacks do not invalidate the research. Rather it provides 
an opportunity for similar research in Nissan and possibly a comparative study 
of the impact of the alliance on the resources and competitive positions of the 
two companies. Also, whilst appreciating the fact that more interviews are more 
preferable, especially in a case study, we are of the opinion that the usefulness of 
the interviews for the purposes of the research is of ultimate importance. To this 
end, the interviews conducted within Renault were of critical importance 
because they provide the requisite information needed to successfully achieve 
the objectives of this research. Considering the difficulty of arranging interviews 
within a big company, we consider the answers we had to our questioner as a 
major breakthrough for this research.  
 
 

                                                 
127 Please see the questionnaire in Appendix A. 
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4.7 Data Analysis and Interpretation 
 
For research and case studies in particular, the use of theory is essential whether 
the case study is intended to test theory or not128. Also theory development is of 
major significance because it is the level at which interpretations are made to the 
findings and possible generalizations made. The theoretical framework in the 
preceding chapter served as the basis for analyzing the findings of the research. 
The data collected was analyzed by identifying two key resources that are 
strategic to the alliance. These were knowledge and human resources. Analysis 
was then made on the mechanisms for coordinating each of these resources and 
how this has influenced the success of the alliance.  
 
Since the data collected was qualitative, its analysis made little meaning and 
there was therefore the need to interpret it. This involved a discussion of the 
analysis and making analytical generalizations based the findings of the 
research. This method of generalizing is suitable for case studies since case 
studies are not sampling units and therefore do not lend themselves to statistical 
generalizations129. Also the qualitative nature of this research did not allow for 
such a generalization.  

                                                 
128 Yin, (1994). 
129 Ibid 
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5 The Case Study 
 

Renau

his chapter provides background information of the cases that is the 
Renault-Nissan and Volvo-Renault Alliances. The aim of this 
background is to help the reader to clearly identify the position of the 
lt-Nissan Alliance in the car industry as well as its uniqueness. This 

chapter will therefore provide information on the Alliance’s structure, its 
representation in the market, its cooperation in different sectors among others. 
The Volvo-Renault alliance in this chapter is to provide an insight into the 
failure of the alliance. 

T

5.1 Corporate Presentations 
5.1.1 Renault 

 
The story of Renault is first and foremost the story of a man with an unusual 
destiny. The adventure began on December 24, 1898, when Louis Renault took 
up a challenge to drive his A-type Voiturette up the steep Rue Lepic in 
Montmartre, Paris. Founded in 1898 by Louis Renault Voiturette, the company 
quickly became the leading industrial manufacturer in France due its 
mechanical, design and stylish innovation, as well as its brand.  Renault as a 
company has contributed immensely to the development of the automobile 
industry all over the world. The Renault Company employs 126,131 people 
across the globe with three production plants in Europe and ten outside Europe.  
The Renault-Nissan group ranks at fourth position (world ranking) regarding 
volume in thousands of passenger cars and trucks 130. 

5.1.2 Volvo 
 
In April 1927 the first Volvo car was manufactured in Gothenburg, Sweden. The 
company started off as a small local industry that has become one of the world’s 
largest manufacturers of heavy trucks, busses and construction equipments. 
Volvo’s business areas includes; Volvo Trucks, Mack, Renault Trucks, Volvo 
Buses, Volvo Construction Equipments, Volvo Penta, Volvo Aero and Volvo 
Financial Services. Today Volvo has around 76,000 employees, with production 
plants in 25 countries and operates in more than 130 markets all over the world. 
Volvo AB is a privately owned company with shareholders around the world, 
including a 20 per cent ownership by Renault. Volvo’s corporate values consist 
of products safety, high quality as well as high environmental care. The 

                                                 
130 www.renault.com 
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purchase of the Renault and Mack trucks in 2001 by Volvo makes it the largest 
producer of heavy trucks and the worlds second largest in the same area131.  

5.1.3 Nissan 
 
The company was jointly established in December 1933 in Japan as Jidosha 
Seizo Co., Ltd by Nihon Sangyo Co., and Tobata Imono Co. to manufacture and 
sell Datsun cars and parts. In June 1934, the company was bought by a new sole 
owner; Nihon Sangyo, who later changed the company’s name to Nissan Motor 
Co., Ltd. The company works with manufacturing, sales and related business of 
automotive products, industrial machinery and marine equipments. Today 
Nissan has about 119,350 consolidated employees and about 31,389 Non-
consolidated with its headquarters in Tokyo132. 

5.2 The Alliance between Volvo and Renault 
 
“Competition and cooperation sure makes strange bedfellows, but in today’s 
global marketplace many companies are discovering that their long term 
survival may depend on the partnerships they build with other companies whose 
core competencies are complementary, enabling them to gain access to new 
markets, overcome trade barriers or introduce new products” says Julie Mason 
May133.   For most of the reasons given by Julie Mason, In February 1990 the 
alliance between Volvo and the French auto manufacturing company Renault 
was announced134. Volvo chose to go into an alliance with Renault due to their 
earlier cooperation in the 1970s when they initiated a cross-supply agreement 
involving the swapping of gasoline engines for gearboxes. This cooperation was 
successful and laid as a ground for further cooperation in the future, in this case, 
the Volvo-Renault alliance. The alliance was motivated by two primary 
considerations; first they wanted to exploit the potential of what two large 
companies could gain in joint product development, purchasing as well as 
quality and manufacturing. Second, they wanted to combine two complementary 
firms in order to create a sufficient size; breadth and depth within the companies 
that would give them the opportunity to be able to compete effectively on a 
global market within the car industry135. Volvo bought 20 % of Renault and 
Renault bought 10 % of Volvo (see ownership chart below Figure 5)136. The 
alliance between Volvo and Renault would create the sixth largest car-company 
and the second-largest manufacturer of heavy-trucks in the world. Officially, the 
alliance was called a merger, but in reality it was a virtual takeover by Renault. 
                                                 
131 www.volvo.com  
132 Nissan facts booklet found on www.nissan-global.com 
133 Mason, J. (1993) 
134Bruner, R. and Spekman, R. (1998). 
135 Ibid  
136 Affärsvärlden 28/2 Nr 9 1990 
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Renault would hold 65 % of the new company’s shares, whilst Volvo would 
continue to sell cars under its brand name after the merger, but wouldn’t have 
much to say about the distribution of the shares due to the poor selling numbers 
during the last four years proceeding to the alliance formation137.  In forming an 
alliance Volvo had several criteria in mind; It was important to ally itself with a 
company that understood its business (the car industry business), who could 
share knowledge and the most important thing; the company should be small 
enough so that, it could not take charge of Volvo. What made these two 
companies compatible for each other was that, they had complementary 
competencies which made them a good match.138 Besides, Renault was strong in 
small cars and diesel engine technology while Volvo was strong in large cars 
and gasoline technology. They would also complement each other 
geographically, Volvo was strong in northern Europe and North America and 
Renault was strong in southern Europe and Latin America. Besides, the strategic 
fit between the two companies, the top executives (Volvo’s Chairman PG 
Gyllenhammar and Renaults then-Chairman Raymond Levy) shared the same 
vision in which direction the companies should take. They also had the same 
philosophy about which kinds of products they wanted the companies to 
manufacture and how they would market the companies in the countries across 
the globe139. Below is a chart of the ownership structure of the alliance, and the 
differences in-between (Figure 5). 

Renault SA 
Mother Company 

Cars 

Volvo PV 
Cars 

Volvo Trucks 
Trucks and Cars 

Volvo AB 
Mother Company

Renault V.I. 
Trucks 

25 %

45 %45 %

20 %

8, 24 %

Figure 5 The ownership in the alliance. 

 
(Source: Affärsvärlden 8 Dec Nr 49/93) 

 

                                                 
137 Echikson, W. (1993). 
138 Bruner, R. and Spekman, R. (1998). 
139 Mason, J. (1993). 
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Renault bought 25 % of Volvo car-production and 45 % of the Volvo Truck 
Corporation. And at the same time Volvo bought 20 % of Renault’s motor car 
division and 45 % of Renault’s Truck division140. 
 

5.2.1 Why the Alliance Failed 
 
From the very beginning and formation of the alliance, there were many 
observers that thought the alliance wouldn’t succeed, due to the cultural and 
language difference, among other things as can be seen in figure 6 below. These 
differences between the companies played a major role in the failure of the 
alliance141. These observers were right but, these were not the only reasons for 
the problems that occurred. A major aspect was the so called “Golden share” (se 
figure 7 page 45, the organization of the Volvo-Renault alliance) that Renault 
would have received after the privatization of the company. The “Golden share” 
would have given the French government the ability and authority to put a limit 
on the voting rights of any shareholder, Volvo included. The form of this share 
makes that Volvo, according to the Affärsvärlden, could have no control what so 
ever in the development of the fusion company Volvo-Renault. This would have 
lead to an unfair balance of power, advantage Renault. The “Golden share” 
would imply that the French government during a stock exchange introduction 
keeps at least one share, which would give the French government the right to 
approve or disapprove if other shareholders would exceed the limit of 10 to 20 
% of capital and votes in the alliance between Volvo and Renault142. One aspect, 
which came up during the talk about the “Golden share”, which worried Volvo, 
was the fact that, Renault had a chance that it wouldn’t be privatized. This was a 
negative fact for the shareholders of Volvo because they wouldn’t get any 
gains143.  
 

                                                 
140 Affärsvärlden 28/2 1990 Nr 9 
141 Echikson, W. (1993). 
142 Affärsvärlden 27 of October Nr 43/93 
143 Why Volvo kissed Renault goodbye. Business Week: December 20, (1993).
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Figure 6  

Elements of Difference and Complementarity’s between Volvo and Renault 

Volvo                  Renault 

Home Country/region Swedish; Scandinavian; Anglo-Saxon  French; Latin; Continental
                     European  
 
Language  Swedish; (English dominant second      French 
  Language) 
 
Ownership  Investor-owned                State-owned 
Size/position Small niche-player in cars. Dominant in   Large, broad product line  

heavy trucks.                 player. Weak in heavy  
                   trucks.  
 
Core values and  Safety                          Styling 
Competencies Engineering               Cost management 
 
Management structure Decentralized; easy flow of info.        Centralized; formal flow of    

              info.  
Market orientation Scandinavian; North America, Asia   Continental Europe. 
 
 

(Source: The dark side of the alliance.) 
 
The article “The dark side of the alliance” identifies six factors that undermined 
the Volvo-Renault alliance. According to the authors Bruner and Spekman, 
misalignment of senior and operating managers, path dependence, alliance 
recontracting, leadership style, cultural differences and time. In this case, they 
thought both management teams did not move fast enough to consolidate the 
alliance144 . 
 
Another problem that occurred and had a negative effect on the strategic alliance 
was the cooperation between the white color workers. They had different 
opinions about how the work and product development should be handled. This 
led to communication problems between the French designers who started 
speaking French in order to shut out the Swedish designers145.  
 
Ward’s Auto World blames the failure on overwhelming culture differences 
between the two companies. Jane Salk, assistant professor of management at 
Duke University's Fuqua School of Business, says as far back as the late 1980s 
there were indications that the very different corporate cultures at Renault and 
Volvo could cause problems. Ms. Salk, who specializes in international joint 
                                                 
144 Bruner, R. and Spekman, R. (1998). 
145 Ibid  
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ventures, describes Volvo as a very hierarchical company that takes great pride 
in its Swedish heritage. Renault, too, boasts its nationalism and has strong 
influences from the public sector in France146. 
 
There was also a large dissatisfaction against Gyllenhammar amongst the board 
of Volvo, due to the way he had managed the supposed fusion. The 
dissatisfaction was so immense to the extent that, board members started leaking 
information to the press. The lack of confidence the board member had shown in 
the chairman was enough to persuade everyone else that, the alliance was not a 
good deal and so, on December 6th 1993, the deal was cancelled and 
Gyllenhammar, the chairman of Volvo, resigned147.  

French government Shareholders 

Renault 
SA 

(Will be 
Privatized) 

RVA (The alliance) 

RVC 

 
Volvo 

AB 

”The Golden Share” 

0, 79 % 17,85 % 

46,4 % 

49 %51 %

100 % 100 % 

 
Figure 7 The organization of the Volvo-Renault alliance 

(Source: Affärsvärlden 27 October Nr 43/93) 
 

                                                 
146 Ward's Auto World,  Jan, 1994
147 Ibid  
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5.3The Alliance between Renault and Nissan 
5.3.1 Background 

 
Since the beginning of the 1990’s, Renault had been looking for a global 
partner. This search was motivated by the fact that the European market, 
Renault’s major market, was increasingly becoming saturated. Moreover 
worldwide competition was fierce and growing customer demands and 
sophistication increased the pressure on car manufactures. In spite of its strong 
presence in Europe, Renault was only selling 15% of its cars outside Western 
Europe, mainly in Argentina and Turkey148. In order to survive in this highly 
competitive and increasingly sophisticated industry, it became apparent that 
Renault needed a strong global partner to enable it venture into the international 
market. This search pioneered the cooperation and intended merger with Volvo 
of Sweden. Unfortunately in 1993, the merger failed.  
 
Nissan had often been cited as one of the best in Japan. It had top class 
engineers, which gave the company a unique capability and excellence in 
engineering and industrial quality. Moreover Nissan seemed to be the most 
global of all the Japanese carmakers since it was well established in Japan, the 
Americas and to a much lesser extent Europe. However, a lack of focus on 
profitability and the Asian crisis had taken their toll on Nissan, which had been 
struggling to remain profitable for more than a decade. It had accumulated debts 
of 2.4 trillion yen (22 billion US dollars) and its global market share had been 
declining since 1990149. 
 
Below (figure 8 page 47) is a chart that describes the Elements of Difference and 
Complementarity’s between Renault and Nissan.   
 
 

                                                 
148 Douin, G., (2002). 
149 Emerson V., (2000). 
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Figure 8  

Elements of Difference and Complementarity’s between Renault and Nissan   

Nissan                  Renault 

Home Country/region Japan                French; Latin; Continental
                    European  
Language  Japanese; (Korean dominant second           French 
  Language) 
 
Ownership  Investor-owned                State-owned 
 
Size/position large niche-player in cars. Dominant in   Large, broad product line. 

Trucks, 4X4 and SUVs                    player. Weak in heavy
                      trucks.  

 
Core values and  Reliability, quality and                   Styling 
Competencies Engineering                    Cost management 
 
Management structure Centralized                  Centralized; formal flow of 

                   info.  
Market orientation Japan, North America, Europe, Asia;     Continental Europe         

Oceania, Middle East, Gulf States, Africa    
 

(Source: Own creation, facts from Nissan facts booklet and layouts by Bruner and Speakman 
from the article “The dark side of the Alliance.”) 

 

5.3.2 Alliance Agreement and Ownership Structure 
 
The agreement establishing the Renault-Nissan Alliance was signed on March 
the 27th 1999. It marked the first industrial and commercial cooperation of its 
kind between a French company and a Japanese company, each with its own 
corporate culture and brand identity. The agreement was marked by a number of 
press releases that emphasized the complementarities between the two 
companies. Under the agreement both companies were to share a common 
strategy of profitable growth and a community of interests150. In order to reach 
this objective the Renault-Nissan Alliance established multiple joint projects as 
of June 1999, which covers most activities of both companies151. The agreement 
also made provision for Renault to take a 36% equity stake in Nissan valued at 
USD5.4billion (Hughes and Barsoux, 2003) 152 . This stake has since been 
increased to 44.4%. In July of that same year, the Alliance Charter was signed. 
The Charter basically spelt out operating and confidentiality rules as well as the 
                                                 
150 Alliance Booklet 
151 www.renault.com 
152 Hughes K. and Barsoux J-L,.(2003), INSEAD Nissan’s U Turn : 1999-2001 
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principles of a shared ambition, mutual trust, respect of each partner’s identity 
and balance between the two companies. On October 18, 1999 the Nissan 
Revival Plan (NRP), a comprehensive restructuring plan designed to achieve 
lasting profitable growth on a global level was launched. The objectives of the 
NRP were achieved by the end of fiscal year 2001, one year ahead of schedule. 
The present ownership and governance structure of the Alliance is as follows: 
 

 
 
 
  

 

 

 

 

 

 

 

 

 

 

 
Figure 9 Ownership and governance structure of the Alliance 

Coordination 
Bureau  

(Paris and Tokyo)

   
RENAULT 

 

13 Cross Company Teams (CCTs)

9 Functional Task Teams (FTTs)

100%

 
          15 % 

RENAULT- NISSAN

        44.4 % 
       

NISSAN 
 
 
 

50%

Renault Nissan bv 
(Strategic Management) 

Renault 
Nissan 

Information 
Services 
(RNIS) 

50%

100%

Renault 
Nissan 

Purchasing 
Organization 

(RNPO) 

(Source: Alliance booklet) 

5.3.3 Areas and Scope of Cooperation 
 
Recently, cooperation within the alliance covers most areas of the companies’ 
operations. This includes strategic management, purchasing, information 
technology, personnel exchanges and training as well as a number of 
collaborative ventures. Regional cooperation is based on one simple principle: 
the partner who is most firmly established in a region backs up the development 
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of the other, providing active support for sales and/or production. Since 1999, 
joint structures have been introduced in Europe to rationalize distribution costs, 
share fixed expenses, improve the competitiveness of sales network and support 
Nissan's growth. Some subsidiaries (France, Spain, Italy and the United 
Kingdom) are organized as "Dual Legal Entities", which are legally separate but 
share back-office functions. Other subsidiaries are "Single Legal Entities", 
whose services involve contact with separate groups of customers. With the 
implementation of a hub strategy, dealer networks have been reorganized to 
have fewer but more powerful partners, operating over a broader territory. 
 

         Areas                                                             Cooperation 
Cross manufacturing 
and 
commercialization 

Sales: Nissan Kubistar (Kangoo), Primastar (Trafic), Interstar 
(Master). 
Manufacturing: Trafic, Scénic, Clio (Nissan), Frontier, X-Trail, 
transmissions (Renault). 
 

Platforms B segment (Nissan March-Micra, Clio replacement). 
C segment (Mégane II, Nissan Almera replacement). 
 

Powertrains Nissan � Renault: 3.5 V6 engine (Vel Satis and Espace) and 3.0 dCi 
engine (Master and Mascott); 4WD transmission (Kangoo). 
Renault � Nissan: manual gearboxes (March, Micra and Almera); 
1.5, 1.9 and 2.2 dCi engines (Almera, Micra). 
 

Research and 
advanced engineering

Vehicle weight reduction, emission control, hybrid drive units, fuel 
cells and on-board telematics. 
 

Purchasing RNPO (Renault-Nissan Purchasing Organization) will make 70% of 
the Alliance’s purchases in 2004. 
 

Manufacturing Supplier quality assurance program. 
The Alliance Vehicle Evaluation System (AVES). 
Tools for analyzing ergonomics and cost control. 
 

Logistics Joint shipping lines for vehicle transport. 
Packaging and containers 
 

Information systems Renault-Nissan Information Services (RNIS). 
 

 
Figure 10 Areas of Cooperation 

(Source: Renault Atlas March 2004) 
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       Region                                                  Collaborative Ventures 
Europe France, Italy, Spain and United Kingdom: joint commercial 

structures led by Renault.  
Switzerland, Netherlands, Germany and Austria: joint ventures. 
Spain: Trafic assembled by Nissan. 
Joint restructuring of distribution networks 
 

Mexico and 
Central America 

Roll-out of distribution networks. 
Scénic and Clio assembled by Nissan. 
Nissan Platina (based on Renault Clio saloon). 
 

Mercosur 
 

Brazil and Argentina: roll-out of distribution networks. 
Joint manufacturing: Master (Renault), Frontier and X-Terra 
(Nissan) 
 

Japan 
Asia-Pacific 

Australia: Renault vehicles distributed by Nissan or partners 
(Australia, Korea, Japan, Indonesia, Malaysia, Taiwan). 
China: joint strategies. 
Malaysia: Kangoo assembly by TCEC. 
 

Africa a, Middle East 
Central Europe 
 

Morocco, Tunisia, Congo, Mali, and Romania: distribution of Nissan 
vehicles by Renault. Bahrain, Qatar and Kuwait: distribution of 
Renault vehicles by Nissan. 

Exchange of 
personnel 

300 Renault and Nissan employees (including expatriates) are 
directly involved in Alliance cooperative ventures. 

 
Figure 11 Collaboration Ventures by Region 

(Source: Renault Atlas March 2004) 
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Mapped against other forms of partnerships and inter-firm relationships in the 
car industry, the Renault Nissan alliance clearly represents a unique form of 
alliance. The figure below presents a mapping of the industry based on the type 
of inter-firm relationship and the level of cooperation. 
 

Map of inter-firm collaboration in the car industry (Authors’ creation) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Scope of 
Cooperation 

Independent  Alliances  Mergers Acquisitions 
(Group) 

Honda/Acura, 
Toyota group, 

Venturi, Porsche, 
Proton 

Joint Ventures eg. PSA and 
Toyota, PSA and Ford, 
Renault and GME, etc. 

 
 

VAG Group, 

Ford GM, 

PSA group, 
Daimler-Chrysler 
group, MG/Rover

Renault 
Nissan 

 Figure 12 
Inter-firm Relationship 

      (Source: Own creation)
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5.4 Alliance Performance and Representation in the 
Market 

  
Today, Renault and Nissan’s world production represents more than 9% of the 
market share in the whole world.  The Alliance is the fifth biggest carmaker in 
the world when regrouping five commercial brands. Thanks to the high 
commercial and industrial complementarities of both companies, the Alliance is 
actively present in almost all important international markets. Figure 14 on the 
subsequent page shows the sales performance of Renault and Nissan 
respectively and Renault-Nissan together. 
The chart below shows the production volume in thousands of passenger cars 
and LCVs in 2003. 

Ranking of Car Manufacturers - 2002

8 292 

6 676 

5 953 

4 994 

4 886 

4 209 

3 262 

2 988 

2 558 

2 329 

2 293 

2 067 

1 704 

1 622 

1 090 

925 

 General Motors  (1)

Ford (2)

Toyota (3)

VAG (4)

Renault-Nissan (5) 

DaimlerChrysler (6)

PSA (7)

Honda (8)

Nissan (9)

Renault (10)

Hyundai + Kia (11)

Fiat (12)

Suzuki-Maruti (13)

Mitsubishi (14)

BMW (15)

Mazda (16)

Figure13 Ranking of Car Manufacturers 
(Source: Renault Atlas March 2004) 

 50



Marriage of Convenience or Strategic Alliance 
 

   RENAULT NISSAN RENAULT-NISSAN 

Year Founded 1898 1911 1999 

Founder (s) Louis Renault 
Masujiro 

Hashimoto 
Louis Schweitzer and 
Yoshikazu Hanawa 

Group Composition 

Renault, Samsung 
(South Korea) and 
Dacia (Romania) 

Nissan and 
Infiniti 

Renault, Nissan Infiniti, 
Samsung and Dacia 

Group Sales (volume) 2,388,958 2,968,357 5,357,315 
Group Revenues €37,525 m €27,064 m* €64,589 m 

Group Profit €2,480 m €1,809 m* €4,289 m 

Major Markets Europe 
Americas and 

Asia Europe, Americas and Asia 
Market Share 11.1%  9% 
Work Force 130,740 130,725*  

Number of Ranges 21   
Position in Industry* 10th 9th 5th*

 

 

 

 

 
  
 
 

Figure 14 Overview of the Alliance 
(Source: Renault Atlas March 2004) 

 

5.4.1 Outcome of the Alliance 
 
Though the Renault-Nissan Alliance looked like a perfect match, many industry 
observers and experts had strong reservations about its success mainly because 
of Nissan’s dire financial situation and Renault’s credibility as a rescuer153. The 
lack of prior cooperation between them and wide variation in culture made the 
success of the alliance more unlikely154. However, the outcome of the alliance 
five years on has proved very successful. A summary of the outcomes is as 
follows. 

        Area                                                             Outcome  
Platforms and 
powertrains  

Common platforms are being developed to keep pace with the 
renewal of the two partners' model line-ups. 
 

Purchasing  Substantial cost savings achieved through the common purchasing 
strategy and setting up of a common supplier base. Consequently, 
purchasing carried out by RNPO has been increased from 
USD 21.5 billion a year it was raised to USD 33 billion, representing 
70% of Alliance purchasing, compared with 43% previously.  
 

Industrial and 
commercial 
cooperation 

Renault is returning to the Mexican market with Scénic, and then 
with Clio, assembled in two Nissan plants. The common light 
commercial vehicle (LCV) site at Curitiba (Brazil) produces the 
Renault Master, and Nissan's Nissan Frontier and Xterra. The Nissan 
Barcelona plant (Spain) has been equipped to produce extra volumes 

                                                 
153 Hughes K. and Barsoux J-L,.(2003), INSEAD Nissan’s U Turn : 1999-2001 
154 Korine et al, 2002 
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of the Renault Trafic and Nissan Primastar (Opel Vivaro) models. 
Regional sales cooperation is based on the principle that the stronger 
partner on each market promotes the other partner's development 
through active support in sales and marketing and/or production. 

- Europe: Renault leadership 
- Mexico and Central America: Nissan leadership; 
- Mercosur: Renault leadership 
- Asia-Pacific: Nissan leadership 
- Africa and Middle East: leadership is shared by Renault and 

Nissan, depending on the region. 
 

Distribution in 
Europe 

The goal for 2005 is to boost profitable sales for Nissan, with 
Renault support, to achieve a combined market share of 15% in 
Western Europe. 
 

Information Systems 
and Information 
Technology  
 

Renault and Nissan are harmonizing their information systems and 
their R&D information technology. This harmonization is crucial to 
ensure efficient technical cooperation between the two groups, and 
also generate substantial cost savings. RNIS presently controls seven 
functions: IT planning, computer-aided planning and architecture, 
technical architecture, performance measurement, project 
development, SSAP skill centers, and networks and 
telecommunications. 

 

Manufacturing and 
logistics 

Renault and Nissan are actively developing the exchange of best 
practices, particularly in the production sector. Renault made use of 
Nissan's expertise to improve the Renault Production Way (SPR). 

Unifying the two companies' logistical functions has shortened 
delivery times and reduced costs. 

 

Financial Objectives of NRP achieved and Nissan returned to profitability in 
2001. It posted with record earnings in 2003 

 

Market 
representation 

Represented in all the major car markets of the world. Fifth largest 
car manufacturer with a 9% share of world market. 

 
Figure 15 Outcome of the Alliance  

(Source: www.renault.com) 
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5.5 Data Presentation 
 

5.5.1 Motivation for the Alliance 
 
From the detailed answers we had to our e-mail questionnaire, the Renault-
Nissan Alliance was motivated by the need for survival in the car industry, 
although this need was initiated by different circumstances. In the case of 
Renault, it was a small player in the European market, its major area of 
operation. Given the intense competition and relative saturation, couple with 
sophisticated consumers, it was perceived that the company’s ability to survive 
in the future was in doubt. It became apparent that the company would require 
operation in other markets if it was to survive in the long term. Having almost 
all its operation in Europe, Renault lacked the knowledge for doing business in 
other markets and therefore needed to either acquire this knowledge by them 
selves or partner someone with this knowledge. The former option will require 
huge investments in time and resources and will be long term as against short to 
medium term. The latter option was thus referable. Renault had attempted an 
unsuccessful merger with Volvo of Sweden and with this negative experience 
behind them; the management of Renault opted for an alliance instead of a 
merger, and at a much slower pace. Renault was therefore on the look out for a 
global partner with the access to key global markets.  
 
Nissan was facing dire financial situations and needed an immediate injection of 
financial resources to avoid bankruptcy. For Nissan, the only less expensive way 
out was a partnership that will inject cash into the case strapped company. A 
couple of companies including Renault and Mercedes, now Daimler-Chrysler 
expressed interests in acquiring stakes in Nissan. Clearly, Nissan preferred to be 
acquired by the latter and Mercedes was thus favored to acquire Nissan. 
However, the former offer from Nissan was turned down by Mercedes giving 
Renault the opportunity to make a bid. Renault saw in Nissan, the right partner 
with a global reach. Nissan operated in almost all markets and were especially 
strong in the North American market. They were however weak in the European 
market. Nissan on the other hand, welcomed Renault as the provider of such 
need funds, one that will also provide it with a more solid foothold in the 
European market where it had very limited knowledge to compete successfully. 
 
When Renault and Nissan were put side by side, they saw an “almost miraculous 
complementary relationship between the two companies”155. The core business 
in Renault is the small-sized and medium-sized cars like Twingo, Clio and 
Megane whereas Nissan was good in producing bigger cars with more powerful 

                                                 
155 Douin G. (2002). 
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engines. Moreover Nissan’s markets are mainly Asian and North American 
whereas Renault is well implanted in Mercosur and Europe. Actually it was also 
easy to see the complementary relationship in the organizational level and the 
know-how level too. Renault is good in cost management, global strategy for the 
management of platforms and purchases, products and innovative styles while 
Nissan is good in research and advanced technologies like the hybrid cars, 
factory productivity and quality control 156 . It was thus obvious that both 
companies would have the opportunity to learn from each other. 

5.5.2 Strategic Resources of the Alliance 
 
The view of the answers to the questioner was that, the alliance did not possess 
any strategic resources simply because, it was an alliance and the organizations 
that have been formed as a result of the alliance did not have resources of their 
own. There was therefore no merging of resources of both companies hence the 
alliance could not lay a claim on any resources. Explaining what the researchers 
meant by ‘alliance strategic resources’, the respondent of the questioner was 
quick to identify the human resources of both companies as a key to the strategic 
to both companies. She also referred to the superiority of Nissan’s engineering 
and its knowledge and access to global markets as key resources and capabilities 
of the alliance. On the part of Renault, its financial position, innovation, research 
and development, and knowledge of the European market were identified as 
crucial to the company. In essence, this was what both companies brought to the 
negotiation table. The superiority of Nissan’s engineering was hailed as a key 
resource by both respondents and one that would be of immense benefit to 
Renault and the alliance. All the respondents also agreed that the human 
resources of the respective companies were important to the present and future 
success of the alliance. They also identified the financial strength of both 
companies as key to the future success of both companies and the alliance. In 
their view, this will facilitate investment into common research and 
development projects that will benefit both companies in the future. Presently, 
both companies maintain separate research and development functions and 
though the alliance is yet to involve the exchange of research work, both 
companies have agreed to avoid a duplication of research work. Thus none of 
the companies will invest in any research work that has already been undertaken 
by the other. The respondents unanimously agreed that the alliance has solved 
the lack of resources of both companies and have indeed provided both 
companies with capabilities of competing successfully with other car 
manufactures.  
 

                                                 
156 Ibid 
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5.5.3 Problems and Difficulties of the Alliance 

5.5.3.1 Language and Work Culture 
 
From the answers to the questioner, all the respondents cited language as the 
first problem of the alliance. This problem is obvious given the fact that the two 
companies do not share a common language and therefore to communicate 
effectively, either both learns a common language, in this case English, or both 
learn each other’s language. According to one respondent, the perception that 
Japanese were good at speaking English was found to be wrong. 
Communication within the alliance is therefore very difficult and often requires 
the patience of one party in order to convey the intended meaning. Even when 
communicating in English, one respondent realized that the manner in which the 
Japanese spoke the language was quite different from the French way of 
speaking. This sometimes necessitated writing down what needs to be said in 
order to avoid ambiguity in communication. This again is to be expected 
considering the fact that English is a secondary language to both parties. 
 
One respondent identified the Japanese work culture as a problem because it was 
so different from the French way of working. On a visit to Japan, the respondent 
found that the Japanese preferred to work in the same room as their boss. There 
was therefore no privacy on the part of the employee and everything seemed so 
formalized. Even though the Japanese thought nothing negative about the 
system, the respondent found that to be somewhat suppressive and limiting the 
freedom of the employee since the employee worked under the direct 
supervision of the boss. In the French system, the boss will often have his/her 
own office and direct supervision of the employee was virtually non-existence. 
Employee-boss relationships are also less formal compared to the Japanese 
system and thus offer the employee a sense of freedom. The interviewee found 
this to be more relaxing and less stressful. In summary, the respondent found it a 
real problem during times of personnel exchanges since employees had to work 
under conditions they consider inappropriate.    

5.5.3.2 Communication 
 
The language problem presented an obvious problem in communication between 
employees of the two companies. However, the respondent at the operational 
level also identified a communication gap at the operational level that prevented 
direct communication with employees of the respective firms. There was also 
less effective communication of the alliance and its meaning from top 
management to other employees especially those at the operational level. The 
respondent lamented the fact that all he knew about the alliance was what he 
read from newspapers and the posters of the alliance within the office. Therefore 
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in the initiation stages, the alliance had virtually low effect at the operational 
level and though the situation has improved dramatically, he still believes there 
is too much concentration at the operational level. For instance, there is 
presently no means of directly calling up a colleague in Japan to ask for 
assistance on an ongoing process. He believes the alliance is yet to be fully 
implemented at the operational level.  

5.5.3.3 Priority 
 
One correspondent thought that Nissan placed a relatively lower priority on the 
Alliance compared to Renault. This consequently stalls the progress of the 
alliance since there is the tendency for people at Nissan concentrate of issues 
unique to Nissan after which they attend to the business of the alliance. The 
respondent perceived the people at Renault to be more committed to the alliance 
than their Nissan counterparts.   

5.5.3.4 Coordination Mechanisms 
 
The alliance is organized and coordinated at both the corporate and operational 
level. At the corporate level, the alliance is coordinated by the Alliance Board 
assisted by the International Advisory Board, whilst at the operational level, the 
alliance is coordinated by the Cross Company Teams (CCTs) and Functional 
Tasks Teams (FTTs), and Personnel Exchanges. These coordination 
mechanisms are aided by the two Coordination Bureaus in Paris and Tokyo.  

5.5.3.5 The Alliance Board 
 
At the corporate level, the alliance is coordinated by the board of Renault-
Nissan by, a strategic management company solely established to define a 
common strategy and manage synergies of the alliance. It is jointly and equally 
owned by both companies and hosts the Alliance Board, made up 8 executives 
from both Nissan and Renault, which meets monthly in Paris and Tokyo. Their 
primary responsibility is to develop medium and long-term strategic plans of the 
alliance, cooperation on joint projects in vehicles and power trains and define 
the principles of the two partners’ economic and financial policy. Thus at its 
monthly meetings, the Board approves the two companies' medium and long-
term plans, and decides on and monitors shared projects on a worldwide scale. It 
also reserves the exclusive right to propose the creation of joint companies to 
Renault and Nissan, significant changes to market coverage or product offerings, 
major investments and strategic partnerships with third parties. The operational 
management of the companies is however the responsibility of the respective 
Executive Committees of both companies who are responsible to their respective 
board of directors. The work of the Board is aided by the International Advisory 
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Board (IAB) made of 10 European, Japanese and American personalities that 
meet an average of twice a year to make recommendations to the management 
bodies of the Alliance. The IAB is co-chaired by Louis Schweitzer, Chairman 
and CEO of Renault, and Carlos Ghosn, President and CEO of Nissan.  

5.5.3.6 The Cross Company Teams 
 
The Cross Company Teams (CCTs) are teams made up of employees of both 
companies and were established to explore opportunities for synergy between 
Renault and Nissan, draw up joint projects and control their implementation 
once the relevant decisions have been made. They are run by a leader, who can 
be from Renault or Nissan, assisted by a deputy-leader from the other company, 
except for the product planning CCT, which is jointly-led. The 13 CCTs report 
to the Alliance Board and currently cover the areas of Europe, Africa, Eastern 
Europe and Middle East, Asia and Oceania, Japan, Mexico and Central 
America, South America, Product Planning, Research, Vehicle Engineering, 
Power trains, Manufacturing and Logistics, Purchasing and finally Light 
Commercial Vehicles.  

5.5.3.7 The Functional Task Teams (FTTs) 
 
Nine Functional Task Teams (FTTs) support the work of the CCTs and 
harmonize procedures and resources in support areas such as processes, norms, 
and management and information tools and thus contribute to synergies between 
Renault and Nissan in tertiary areas.  

5.5.3.8 Personnel Exchanges 
 
In order to increase Alliance performance, Renault and Nissan have been 
committed to develop personnel exchanges since the beginning of the Alliance. 
About 350 employees are concerned by these exchanges and can be divided into 
4 categories: 

• The first category includes Renault and Nissan expatriates who are 
employed by the partner company during their expatriation. Such 
exchanges help reinforce the various functions through the sharing of best 
practices as well as encouraging mutual understanding. As of November 
1 P

st
P, 2003, 75 expatriates fall into this category: 

- 40 Renault employees are integrated into NML (name of the broadband 
network in Atsugi) and work mainly in Ginza and Atsugi.  

        - 35 Nissan employees work at Renault, either at the headquarters or at 
Rueil and Guyancourt. 
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• 14 other expatriates work in Alliance projects such as development of 
platforms, engines and transmissions, etc.  

• A third category is made up of people working in common companies 
(RNPO and RNIS). About 200 people are in this group. 

• Finally, personnel exchanges within a regional framework also exist. 
Thus, 25 Renault employees have been sent to work in European Nissan 
affiliates. Nissan has also sent 30 employees either to Renault Samsung 
Motors or Renault Japan and the Asia-Pacific region. 

5.5.4 Facilitating the Coordination Mechanisms 

5.5.4.1 The Coordination Bureaus 
 
The Alliance has two coordination bureaus (one each in Renault Paris and 
Nissan Tokyo) whose responsibility is to coordinate the work of the Cross 
Company Teams and Functional Task Teams as well as preparing the meetings 
of the Alliance Board. The bureaus have the task of gathering, summarizing, 
organizing and following up the work of the thirteen Cross-Company Teams 
(CCT) and the nine Functional Task Teams (FTT). It oversees the management 
of the Renault Alliance Steering Committee (RASC) and Nissan Alliance 
Steering Committee (NASC). These committees comprise the leaders of the 
CCTs and FTTs as well as representatives of the companies’ major operations 
functions. They meet every two weeks to review the operations of the 
companies and deal with any problems that have been encountered. According 
to the respondents at Renault, the coordination bureaus are not responsible for 
coordinating the alliance at the operational level. Their role is strictly limited to 
the provision of services that facilitate coordination of the CCTs and FTTs, and 
preparation of Alliance Board meetings. 

5.5.4.2 Top Management Commitment 
 
The answers from the questioner confirmed the fact that the above coordination 
mechanisms would not have worked as well as it has without the commitment of 
executives of both companies, particularly, the two CEOs. According to them, 
both Mr. Schweitzer and Mr. Ghosn believe strongly in the possibility and 
benefits of the alliances and were committed since the very first day. They were 
of the opinion that this commitment had largely pioneered the establishment of 
effective structures for governing the alliance. Though one must not fail to 
express the fact that not everyone believed in the alliance, it is confirmed that 
the alliance could no way have achieved its present successes without the 
commitment of the top management of both companies. The opinions expressed 
by the respondents confirm the claim by numerous articles and features that 
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attribute the success of the alliance to the commitment of the executives of the 
two companies. 

5.5.4.3 Learning 
 
Realizing the difficulties resulting form different languages and culture, a 
special program known as the Alliance Business Way was established to 
facilitate learning and familiarization of the operations and working culture of 
both companies. The Alliance Business Way (ABW) program draws employees 
from both companies into a performance-oriented program that involves three 
phases, the first being cross cultural training, consisting of a conference on 
Japanese and French culture, a course on working with the Japanese and French. 
Over 1,400 employees has so far benefited from this program. The third phase 
of the program involves Team Working Seminars (TWS) especially for a 
Renault-Nissan team. These seminars focus on both individual and team 
efficiencies by developing teams’ processes and enhancing team 
communication. The respondents confirmed that the coordination that has so far 
been achieved would have been more difficult without these learning programs 
and a genuine desire to facilitate communication and contact between employees 
of the two companies. 

5.5.4.4 Trust and Mutual Respect 
 
The issue of trust and mutual respect did not just play a critical role in the 
formation of the alliance but more importantly, it is the underlying principle of 
the entire governance structure. Notwithstanding the fact that, Nissan was facing 
financial difficulties at the time of the alliance and urgently needed a bailout, the 
people at Renault did not see Renault as Nissan’s rescuer and therefore the 
superior of the two. They were more willing to view the alliance as more 
balanced and complementary than imbalanced. According to them, there is no 
question of who is better than the other. Rather there is a general admission that 
one party better in one area than the other hence both needs each other to 
become stronger. One respondent admitted that even though it is sometimes 
tempting, especially during times of difficult negotiations, to downplay the 
engineering strength of Nissan, no one within Renault has openly questioned 
Nissans superiority in this area on the basis of their failure to be profitable prior 
to the alliance. According to the respondents, the strong desire to perceive the 
alliance as one between equals has necessitated the use of negotiations and 
compromises in all discussions between the two companies. No one party 
imposes its will on decisions and negotiations are conducted until a 
compromised decision is reached. Whilst beneficial, the respondents thought it 
really slowed down the decision making process. They also expressed the fact 
that the negotiations were a very difficult process in no measure due to the 
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language problem and it often takes a colossal amount of patience and 
diplomacy to reach consensus. All the respondents were of the opinions that 
trust and mutual respect was crucial to the functioning of the governance 
structure. 

5.5.4.5 Information Technology 
 
Naturally, coordinating the alliance will require communication and the use of 
information technology to aid communication between the two headquarters in 
Paris and Tokyo as well as other centers worldwide. This meant bringing the 
partners information systems and information technology together, with the 
intention of improving communication and performance in key areas of the 
alliance. To this end, the Renault-Nissan Information Services (RNIS) has been 
established to help define information systems and information technology 
strategy and planning for both Renault and Nissan as well as to ensure the 
delivering of common services and convergence between the two companies. 
Presently, RNIS, has achieved the implementation of a common high level 
network, the set-up of a unique IT catalogue, the selection of a set of common 
vendors for hardware and software, the development of a common data model 
for the BOM (Bill of Materials, the documentation of the production parts), the 
selection of common software applications for CAD (Computer Aided Design), 
purchasing, and some other business areas. The Alliance Worldwide Backbone 
(AWB), a high level broadband network of the alliance, links Renault and 
Nissan's four main telecommunication centers: Paris (Renault & NE), Atsugi 
(NML), Denver (NNA), and Curitiba (Renault Mercosur). This information 
technology allows for real time communication and video conferencing between 
centers and greatly aids the work of the two coordination bureaus. 

5.5.4.6 Separate Corporate Identities 
 
Two of the respondents were of the opinion that the maintenance of the two 
identities has lessened the difficulty of coordinating the alliance and indeed, 
encouraged coordination.  The nature of the alliance did not require the 
companies to loose their corporate identities since it did not involve the merging 
of two corporate forms into one. Thus not withstanding the alliance, Renault and 
Nissan both maintain their respective brands and identity. The problem of 
managing the assimilation of employees in a new corporate structure was 
therefore avoided. The problem was thus limited to coordinating the activities of 
the two companies. However, according to one respondent, this maintenance of 
separate identities creates the challenge of maintaining technical identities 
amidst two corporate forms.  He was also of the view that the separate identities 
and corporate forms somewhat safeguards the lose of key resources and 
capabilities of the companies. 
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5.5.5 Alliance Success and Future 

5.5.5.1 Success of the Alliance 
 
All the respondents hailed the alliance as a success although each had almost 
different interpretation of success and why they consider the alliance a success. 
One perceived success as profitability and maintaining brand identity whilst 
improving each other. Given this perception, she considered the alliance as a 
success especially considering the fact that Nissan which had not reported 
profits in the last twelve of the thirteen years preceding the alliance, reached 
profitability three years after the alliance. Renault also now has access to other 
global markets thanks to the alliance. Both companies, hence, the alliance have 
witnessed profitability and sales growth for the past three years and are now the 
5th largest automobile manufacturer in the world. Both have thus improved their 
profitability and improved each other without losing their brand identity. She 
attributed the success to optimization of resources as well as learning (culturally 
and engineering) by both companies.  
 
Another one described a successful alliance as “one plus one equals at least two” 
and described the alliances as “surprisingly successful”, confirming the view of 
many experts who gave little chance to the alliance. He was of the view that the 
success of the alliance is the result of complementarities of each other’s 
resources as well as management excellence. The other respondent viewed the 
success of the alliance at the operational level. He judged the alliance as 
successful from an engineering perspective because of the collaboration that has 
been achieved at this level especially the development of common platforms for 
Renault and Nissan cars. He however believed that there was the need to take 
the success to the next level which is cross production, that is, producing a 
Renault in a Nissan plant and vice versa. In summary, none of the response of 
the questioner and the articles reviewed had a different opinion on the success of 
the alliance. The Renault-Nissan alliance has so far been successful.   

5.5.5.2 The Future of the Alliance 
 
There were no clear-cut forecasts for the future of the alliance. One respondent 
thought the future was “interesting” and envisaged more cooperation and more 
sharing. Crucial factors to future success were identified as greater cooperation 
at all levels and continued belief in the alliance. Another one perceived the 
future as both interesting and uncertain, with management excellence and 
integration as key elements to the future success of the alliance. Judging from 
the answers, there was generally a clear attempt to be cautious but, all three 
respondents agreed that the resources of the companies were crucial to the future 
success of the alliance.  
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6 Analyzing the Coordination Mechanisms 
between the Renault Nissan Alliance  

 
 n this chapter, the researchers systematically analyze the Renault-Nissan 
Alliance focusing on the main area of the research, that is, coordination 
mechanisms at the operational level. The chapter begins by discussing the 

formational issues of the Alliance and thereafter launches an analysis of the 
coordination mechanisms. The chapter ends with an evaluation of the future 
of the Alliance and a revision of the original research model.  

I
6.1 Formation Issues 

 
The data available gives evidence to the fact that the alliance between Renault 
and Nissan was formed to take advantage of synergies resulting from 
complementary resources by each company. Renault needed access to Nissan’s 
vast knowledge of the global market as well as its superior engineering. Though 
Nissan would obviously benefit from Renault’s innovation and expertise in 
designing, there is no evidence that this motivated the alliance. Rather, the 
evidence reveals that Nissan’s motivation for the alliance was due to its lack of 
financial resources to maintain profitable operations as well as to gain a solid 
foothold in the European market. The analysis of the alliance thus reveals that 
the primary motivation was to take advantage of each other’s resources. Whilst 
Renault was after knowledge, Nissan was after financial resources. Also since 
Nissan evidently lacked effective methods of managing cost, a possible 
motivation could have been Nissan’s desire to benefit from Renault’s effective 
cost management techniques.   
 
With respect to knowledge, the complementary nature of this resource made it 
relative easier for them to form the alliance even though they operated in the 
same industry. Whilst the alliance is undoubtedly one between competing firms, 
Renault and Nissan hardly competed directly in the open market. Renault was 
virtually absent from Nissan’s major markets whilst Nissan was weak in 
Renault’s major market. It was thus easy to make sense of this alliance and 
perceive the intended synergies. Thus through this alliance, Renault now has 
increased its presence in both central and southern America as well as Japan 
where its vehicles are being distributed through Nissan dealers. In Europe, sales 
of Nissan vehicles have increased since the formation of the alliance. Most 
importantly, the alliance injected much needed cash in the operations of Nissan 
and the company has reported rising profits for the past three years. Resources 
therefore played the deciding role in the formation of this alliance.  
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6.2 Strategic Resources 
 
The knowledge possessed by each organization is thus vital to the success of the 
respective companies and the alliance. It is interesting to note that the data do 
not in anyway refer to the human resources of the organizations as motivation 
for the alliance. This may seem to suggest that all the companies possessed the 
human resources they needed to remain competitive in the industry. Whilst this 
may be theoretically possible, this is hardly the case. Considering the fact that 
the knowledge that both companies sought was both tacit and explicit, it stands 
to reason that pursuit of knowledge by both companies indicated an inadequacy 
of its human resources to be fully deployed to achieve competitive advantage. 
 
The inadequacy of its human resources was not due to the number that each 
possessed but more importantly to the capability of the human resources. 
Indeed, the usefulness of knowledge is the capability it brings to a company’s 
operations. It can thus be argued that the human resources of Renault were 
incapable of moving the company beyond the European market whilst the 
limited capability of Nissan’s human resources, among others, limited the 
companies operation in the same market. By allying their respective human 
resources and transferring knowledge (capability), each company would 
eventually benefit from the other. It is therefore not surprising that the initial 
stage of the alliance was marked by personnel exchanges between the two 
companies. From the above analysis, it is obvious that discussing knowledge, as 
a resource, cannot be made independent of the human resources firms possess. 
Whilst not synonymous with knowledge, human resources are probably the most 
crucial carriers of tacit knowledge. Majority of the human resources of all 
organizations are deployed at the operational level hence it is at this level that 
the firms’ knowledge is transferred into capabilities that have the potential of 
achieving the strategic objectives of the company. 

6.3 Coordinating the Alliance 
 
Although Renault and Nissan possessed different, though complementary, 
knowledge and human resources, it would have been difficult for them to draw 
out the intended synergies without coordinating these resources at the 
operational level. The need for mechanisms to coordinate these activities was 
not lost on the executives of both companies hence the formation of the Cross 
Company Teams (CCTs) and Functional Task Teams (FTTs). These teams are 
the mechanisms for coordinating the Renault Nissan Alliance at the operational 
level. To better appreciate the work of these teams and the coordination process, 
it is appropriate to first, provide an idea about the work procedure within the 
alliance; especially how new projects are initiated.   
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6.3.1 Work Procedure at Renault 
 
Since the Alliance Board is responsible for the strategic plan of the alliance, 
both short term and long term strategic plans are initiated by the Board. The 
procedure for project initiation within the Alliance therefore starts with the 
Board. A typical procedure is represented as follows. 
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5%, to enter new 
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forwarded to the economic department for economic and financial analysis. A 
comprehensive cost benefit analysis is conducted at this stage and depending on 
the outcome a report is given to the management for a final decision to be taken. 
The economic department may also ask the manufacturing department to review 
their estimation. Though this process appears very simple, it takes a lot of time 
and cost for the cycle to be completed. There are numerous procedures to be 
followed and many documents to prepare and review. Production of the new 
product only commences upon approval from the Board. 
 

6.3.2 The Cross Company Teams (CCTs) 
 
These teams consist of 13 working groups and their main objective is to explore 
synergies between Nissan and Renault. The thirteen teams cover the areas of 
Europe, Africa, Eastern Europe and Middle East, Asia and Oceania, Japan, 
Mexico and Central America, South America, Product Planning, Research, 
Vehicle Engineering, Powertrains, Manufacturing and Logistics, Purchasing and 
finally Light Commercial Vehicles.  
 
It can be seen that the teams cover all the Alliance’s regional markets as well as 
major areas at the operational level.  In the regional areas, the teams are 
responsible for all the issues related to the region. Their main goal is 
operationalzing the alliance through commercialization in those regions and 
making sure that all potential synergies are identified and exploited. For 
example, a decision to introduce a Renault range in Japan will be preceded by 
the work of the CCT in that region. In this instance, their role will be to identify 
the optimum means of introducing this new range to the Japanese market. 
Should the new range be distributed through Nissan dealers or should Renault 
open its own dealership with the help and support of existing Nissan dealers. 
Indeed, their work will cover all phases concerned with the commercialization 
of such a decision. This means, their work involves market analysis, market 
research and most importantly finding the most effective and efficient ways of 
achieving objectives given available resources and constraints. The CCTs may 
thereafter conclude that, the optimum way of introducing this new range given 
circumstances prevailing in that market will be through Nissan dealerships. Such 
a decision will save Renault and the Alliance from investing in new dealerships. 
Therefore the regional CCTs attempt to find the most suitable ways in which 
Renault and Nissan can benefit from each other’s presence in the respective 
areas.  
 
The work of the CCTs in the operational areas such as product planning and 
research are based on the same principle of identifying and exploiting intended 
synergies. The CCT for product planning will thus be concerned with finding 
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the optimum ways of planning and developing a new product. For example, if 
Renault intends to add new features to some of its vehicle range, the CCT in the 
product planning division assess the nature of the new features and as well as its 
implementation. The CCT thereafter reviews the product planning activities in 
the Nissan to verify if there have been previously similar modifications in any of 
Nissan’s vehicle ranges. If such an opportunity is found, the CCT will then 
review how it was implemented and thereafter see how best to adopt the 
procedure to the new features that are to be implemented. This process saves 
significant time and cost by avoiding costly research and a culture of trial and 
error. The CCTs in these areas therefore allow the companies to draw on the 
skills, experiences and knowledge of the respective companies.  
 
Relating the work of the CCTs to the general work structure in Renault, it can be 
seen that the involvement of CCTs are required almost at every stage of the 
work cycle. Thus a decision to introduce new features will mandate the work of 
the CCT in the product planning area. The decision to go ahead with the 
manufacturing will also involve the CCT in manufacturing and finally the 
decision to introduce the product in any market will require the effectiveness of 
the CCT in that market. It is therefore obvious that CCTs are the backbone of 
the Alliance. They are the Alliance’s only chance of exploiting intended 
synergies. In other words, they are best hope of coordinating and optimally 
utilizing the resources available to the Alliance through the partner companies. It 
is very difficult, if not impossible to imagine that both companies can benefit 
from each other’s resources without the effectiveness of these teams.  
 
The literature clearly indicated that companies form alliance in order to benefit 
from the partners’ resources. It also highlighted the fact that it is not so much the 
availability of resources but more importantly, the capability of these resources 
to be utilized in a most efficient and effective way. The CCTs within Renault 
and Nissan alliance supplement this argument.  
 

6.3.3 The Functional Task Teams (FTTs) 
 
Notwithstanding the huge role the CCTs play in coordinating the Renault-Nissan 
Alliance, this role will not be possible without the work of the FTTs. The FTTs 
cover nine areas with the alliance and these are corporate planning, legal and 
tax, cost management and control, quality, cross production, information 
systems, parts and accessories, research and development and marketing.  
 
As the name suggests they are functional in nature and their role is to support 
the work of the CCTs. It is thus made up of functional people from both 
organizations. The underlying principle is however the same; making sure that 
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the Alliance does not miss any opportunities for synergies. Their role is to give a 
global overview within their respective areas. They are therefore not experts in 
any operational field. They contribute to the realization of synergies through 
benchmarking of the various departments in each company. Thus the FTT in 
corporate planning will do a benchmarking of this function in both Renault and 
Nissan. Through this benchmarking, the corporate practices within both 
companies are reviewed and the best parts of each identified. Having done so, 
the FTT will then be responsible for making recommendations for adopting 
common corporate planning practices that utilize the resources available to the 
organization.  
 
In the case of cross production, that is producing a Renault in a Nissan plant and 
vice versa, the FTT in this area will be responsible for providing a broader 
overview of what needs to be done in each plant to make this possible. Since 
Renault and Nissan cars do not have the same manufacturing processes and 
techniques, cross production will certainly involve modifications and 
investments in existing plants. However since some process such as stamping 
and painting are common in both companies, the FTT in cross production will 
have to critically identify and evaluate the potential changes that need to be done 
to accommodate the production of the other partner’s products. Therefore whilst 
Renault will not have to invest in new stamping and painting shops in a new 
plant it may still have to invest in a wax machine in an existing Nissan plant 
since all Renault cars are waxed as added protection against corrosion. Nissan’s 
cars are not waxed and therefore this facility is absent in their plants.  
 
A common difficulty with all FTTs is finding a common basis for comparison. 
A review of perhaps bodyshop operations in both companies will reveal 
significant variation in terms of cost within the same time period. Without much 
scrutiny this may suggest that the one with the higher costs is not efficient. 
However, its higher costs maybe due to the fact that it accounts for 80% of the 
car’s production whilst in the other company, bodyshop operations may account 
for only 40%. A good comparison will therefore involve an estimation of how 
much it will cost to the later bodyshop if it was also responsible for producing 
80% of the car. Defining such a common level provides a source of great worry 
for members of the FTTs.  
 
In connection with the CCTs, the FTTs provide a broader framework for the 
CCTs to work. They provide the functional support for the work of the CCTs. 
Thus the FTT in marketing will provide regional CCTs with a global view of 
marketing highlighting for example the trends within the global car market. The 
FTT in marketing will typically not be involved in developing marketing 
strategies for the companies’ regional markets. That will be the work of the 
regional CCTs. The CCTs therefore take the work of the FTTs a step further by 
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developing more specific and concrete actions and plans. The role of the CCTs 
and FTTs can thus be likened to that of the functional areas and operational 
areas of a manufacturing organization. Just as it will be difficult if not 
impossible, for such an organization to function without an accounting and 
finance department, in the same way the absence of the FTTs will incapacitate 
the functioning of the CCTs and consequently the Alliance. Though the 
functional areas such as accounting, finance and corporate planning do not 
provide concrete plans on how manufacturing should be undertaken, they 
provide an enabling environment for the manufacturing process through their 
respective functions. The CCTs need the FTTs in order to function effectively at 
the operational level of the alliance. The FTTs can therefore be seen as the first 
point of coordinating the Alliance at the operational level.  
 

6.3.4 Facilitating the Coordination Mechanisms 
 
The above discussion may suggest that the CCTs and FTTs, herein identified as 
coordination mechanisms function effectively and efficiently on their own to 
coordinate the Renault Nissan Alliance. Whilst it is evidently true that the 
Alliance cannot function smoothly without these teams, the data presented in the 
previous chapter clearly identified a set of factors that impact significantly on 
the smooth functioning of the coordination mechanism.  
 
Indeed, the very working of these teams requires a large dosage of 
communication and trust. The literature on alliances identified trust as a very 
vital prerequisite for successful alliance. If all successful alliances require 
enormous trust among partners, then the Renault Nissan Alliance required twice 
as much trust. The very nature of the alliance and the fact that Renault and 
Nissan were virtually strangers to each other necessitated a much greater need 
for trust if the alliance was to go through and achieve its objectives. The alliance 
was indeed, a partnership with the unfamiliar (Korine et al, 2002).  
 
The source of the trust between the two companies resulted from the goodwill, 
openness and commitment exhibited by the two CEOs of both companies 
namely Louis Schweitzer and Yoshikazu Hanawa (Ibid). Right from the onset, 
the two executives indicated their belief in the possibility and benefits of the 
alliance. This belief resulted in a series of open communication between both 
executives. A direct link of communication was opened hence both executives 
exploited the opportunity to communicate with each other. One of the greatest 
benefits of the trust exhibit by both executives is the fact that this trust appears 
to have permeated every aspect of the Alliance.  
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The intense desire to see the Alliance as an alliance of equals has further 
bolstered the level of trust between the two organizations. The effect of this on 
the CCTs and FTTs is enormous. Team members relate as member of one 
organization with a common resolve. Though membership of these teams are on 
a part time basis, team members tend to identify themselves more wit the 
Alliance than their respective companies. This is not to suggest that individual 
suspicions are non-existent. Naturally, there are bound to be suspicions whether 
founded or unfounded. In any case trust is evolutionary and thus grows with 
time. Nevertheless, the amount of knowledge sharing and personnel exchange 
that characterizes the work of the teams and the achievements of the alliance 
strongly suggests that the level of trust in these teams is high. Indeed, it is 
difficult to imagine how the scope and depth of cooperation within the alliance 
could have been achieved without trust.  
 
Other factors that have facilitated the work of the teams are learning, 
information technology and separate corporate identities. The discussion on the 
formation of the alliance visibly acknowledged the complementarities between 
the two companies. Renault had something that Nissan lacked and vice versa. 
Coming together therefore provided both companies with the opportunities to 
learn. Once again, the literature revealed that alliances among competing firms 
especially complementary alliances provide the environment for inter-
organizational learning (Dussauge and Garrette, 1999). It is therefore not 
surprising that the respondents at Renault did not hide their intention to learn 
Nissan’s engineering and manufacturing expertise.  
 
This desire to learn is consequently reflected in the attitude towards the teams. 
The people at Renault and Nissan view the teams as opportunities to learn from 
each other as well as to share their expertise. The learning desire can thus be 
viewed as a motivation for greater cooperation at the team level. Consequently 
in an attempt to utilize the learning opportunities available through the various 
teams, increased cohesiveness and cooperation within teams are achieved. As a 
result, the teams are able to function as intended. This serves as a more informal 
form of learning. On a more formal note, the Alliance Business Way (ABW) 
program and the Team Working Seminar (TWS) provides employees of both 
organizations with a means of familiarizing with the different national and 
corporate cultures. Through these programs the apparently huge cultural 
difference in the two companies is being narrowed. In view of that, team 
members are able to communicate and understand each other better than before.  
 
It is worth noting that the facilitators of the alliance do not only consist of these 
factors. They also include structures or offices that have been set up to liaise 
between the various structures within the alliance. The two coordination bureaus 
are examples of these. The coordination bureaus are directly responsible for 
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coordinating the work of the Cross Company Teams and Functional Task Teams 
as well as preparing the meetings of the Alliance Board. Through the fortnightly 
meetings of the Renault Alliance Steering Committee (RASC) and Nissan 
Alliance Steering Committee (NASC), which hosts the leaders of the CCTs and 
FTTs, the coordination bureaus is clearly positioned as the office that brings all 
the teams together. They facilitate communication not just within the respective 
CCTs and FTTs but also among the various CCTs and FTTs. The fortnightly 
meetings therefore present opportunities for CCTs and FTTs from different 
regions and areas to interact, thereby provide a much broader avenue for 
familiarization and knowledge sharing. The figure below depicts the 
coordination mechanisms within the Renault Nissan Alliance at the operational 
level and the influence of facilitators. The figure depicts the fact that, the 
facilitators act to enhance the work of both the CCTs and the FTTs. The arrows 
extending from the FTTs to the CCTs portray the supportive role the FTTs play 
in the operations of the CCTs.  
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These mechanisms in addition to the personnel exchange program and the 
coordination bureaus emphasis a great deal of effort to coordinate the alliance.   

6.4 Creation Stages of the Coordination Mechanisms 
 
A careful review of the nature and work of the coordination process brings to the 
fore three distinct stages of the coordination mechanisms. The stages are 
conceiving the plan for the coordination mechanisms, implementing the plan to 
establish the mechanisms and reviewing and monitoring the mechanisms to 
ensure that they function as expected.  

6.4.1 Planning the Mechanisms 
 
Planning the mechanisms was the first stage in their creation. At the initial 
stages of the Alliance, both executives of the two companies realized the need to 
plan a means of coordinating the resources and activities of the company to 
ensure that the intended synergies are achieved. As early as June 1999, just two 
months after the agreement was signed, structures for devising and 
implementing joint projects were set up to promote the profitable growth of the 
Alliance. The structures were governed by the Global Alliance Committee, 
which has since been replaced by the Alliance Board. Indeed, the systematic 
ways in which the teams work clearly emphasize a deliberate plan to coordinate 
the Alliance. The stage for good planning was positively affected by the trust 
and commitment of the top executives of the two companies as well as the 
potential synergies to be achieved. These factors did not only create a need to 
coordinate but also encouraged executives to continue to work to find a common 
means of optimizing the resources available to both companies. Indeed, the 
work of the teams do not in anyway suggests a haphazard attitude by 
management. Contrary it portrays the efforts that are constantly being expended 
to ensure that the Alliance benefits from every conceivable synergy.  

6.4.2 Implementing the Mechanisms 
 
Planning the mechanisms does not necessarily mean they will function 
according to plan. Hence, the same level of commitments and effort, or probably 
more, needed to be expended on the implementation to ensure that the teams 
function as planned. Though we do not know precisely, how the implementation 
was carried out, their present effectiveness suggests that considerable work had 
gone into this phase. It is interesting to note the nature and scope of the teams 
have evolved since the formation of the Alliance. Thus the CCTs and FTTs have 
been formally responsible for developing joint Alliance projects for the past two 
years only. It appears the motivating factor behind this evolution is the persistent 
search for effectiveness and efficiency as the scope of cooperation widened.   
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6.4.3 Review and Monitoring 
 
Logically, the mechanisms will need to be continuously reviewed and monitored 
to ensure that they are running effectively and efficiently. Also, without this 
review and monitoring, the evolution of these structures will not have been 
possible. Indeed, this stage is probably the most critical after the mechanisms 
have been implemented. It requires constant commitment by all to ensure that no 
opportunities are being missed due to the ineffective of any of the teams. Once 
again, the importance of trust, communication and commitment is evident. The 
desire to control the mechanisms is strengthened by the trust existing between 
the two companies. This greatly limits the suspicions of opportunistic behavior 
among them and consequently reinforces their desire to cooperate for the benefit 
of all. The control function of this stage is evidently one of the most critical 
areas when it comes to the future success of the Alliance. Complacency with the 
present state of the mechanisms could be disastrous for their long-term 
effectiveness. It will be very simplistic to assume that the teams are functioning 
at their very best. In fact, the interviews revealed some problems such as 
communication within the whole coordination process and this needs to be 
worked on. Presently, the Alliance Board serves as the overall control 
mechanism. The CCTs, FTTs as well as the Coordination bureaus report directly 
to the Board. The two alliance steering committees also play this role through 
their fortnightly meetings. Naturally, any major defects or need for new 
structures will necessitate new planning and thereafter implementation.  
 
Throughout these three stages, the role of facilitators is once again salient. It can 
be seen that at every stage within the creation process, they have played a 
crucial role in enforcing the original need to plan, implement and control the 
mechanisms. Thus whilst the planning is primarily motivated by the logical and 
managerial need to ensure coordination of the resources and activities of the 
Alliance, the mutual respect, trust and commitment exhibited by both companies 
facilitated the whole process by serving as vital catalysts. The role of facilitators 
is therefore not limited to ensuring the smooth function of the coordination 
mechanism but was also instrumental in every stage of their creation. Their role 
therefore permeates the entire coordination process.  
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Figure 18 The Role of Facilitators in the creation stages of the coordination mechanisms 

(Source: Authors own creation) 
 
The above figure depicts the fact that, facilitators influence the entire 
coordination process. They tend to assume a central catalytic role by creating a 
harmonious and conducive environment for the coordination process and 
coordination mechanisms. 

6.5 Summary of Analysis 
 
Whilst it was evidently clear that none of the respondents attributed specific 
resources to the alliance, the motivation for the alliance, which clearly shows a 
need for complementary resources by both firms, confirms the notion that 
though the Alliance does not possess clearly identifiable resources, both 
companies draw valuable synergies as a result of the alliance. The benefit of 
these synergies is huge cost savings for both companies. For example, Nissan’s 
factories and presence in the Americas makes it possible for Renault to market 
its cars within that market without having to invest in new plants, and new 
distribution networks. These savings can be invested in more research and 
development and since the alliance prevents, duplication of research and 
development activities, both companies eventually benefit from wider access to 
R&D, which neither could have achieved individually.  
 
Therefore whilst the Alliance does not possess its own resources and therefore 
cannot be said to optimize those resources, the nature of the alliance results in 
the optimization of the resources of both companies. On this basis it becomes 
difficult to distinguish the resources of each company and the resources of the 
alliance since the alliance itself directly involves the joint coordination of the 
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resource of the two companies. In any case, it is the resources of the alliance that 
are eventually coordinated to achieve the objectives of the Alliance. Thus the 
CCTs and the FTTs coordinate knowledge; in all its various forms, human 
resources and financial resources of the partner firms.  
 
Results from the questioner indicate that it would be impossible for both 
companies to have benefited from the alliance without the effective functioning 
of these teams. Even as it is easier to view the CCTs and FTTs as mere teams 
through which the alliance operates, their actual role with the alliance goes 
beyond this. The coordination of the whole alliance at the operational level rests 
on these teams. Without these coordination mechanisms, the Alliance will be 
nothing but a pale shadow of the intentions of both companies. Again this goes 
to confirm the notion that alliances cannot be successful without coordination of 
resources at the operational level.  
 
Despite the present capability of the CCTs and FTTs to coordinate the alliance 
at the operational level, there are problems that some of the respondents believe 
have prevented these mechanisms from being fully functional. The fact that 
these teams work on a part time basis incapacitates them from fully being 
utilized. Again, problem of priority in turn generates finger pointing by 
employees of the respective companies, which may in turn sow seeds of discord, 
thereby undermining the whole coordination mechanism and making the 
coordination process more difficult. Another problem is that of communication, 
which one of the respondents claimed to be highly concentrated at the top. The 
lack of direct communication between employees at the shop floor does not 
facilitate immediate solutions to simple and everyday problems. At present, all 
such difficulties and problems will have to be taken note of and attended to at 
the fortnightly meetings of the respective Alliance Steering Committees.  
 
The research model sought to indicate that the mechanisms for coordinating the 
two resources maybe be different. The empirical findings did not wholly support 
this view. The coordination mechanisms in the Renault-Nissan Alliance function 
to coordinate both the knowledge and human resource of the partner companies. 
However the coordination of the human resources is supported by the Alliance’s 
formal personnel exchange program, which is in turn supported by the Alliance 
Business Way (ABW) program and the Team Working Seminars (TWS). Based 
on the above findings and analysis, we present a revised version of our original 
research model.  
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In this new model, the partner companies are presented as companies without 
any prior experience of cooperation. Both possessed the same or similar 
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resources, in this case; knowledge and human resources. Critically, these two 
resources were in no way similar. The knowledge and resources of Nissan were 
deployed in a market in which Renault did not have a significant presence. 
Likewise, Renault’s resources were mostly utilized in the one market in which 
Nissan was struggling to make a presence. The arrows represent the fact that the 
two companies stand to gain by utilizing the complementary resources of each 
other. The potential for synergies in this respect led to the formation of the 
Renault-Nissan Alliance. Though the Alliance does not have its own resources, 
it brings together the resources of both companies together. The Alliance can 
thus boast of a wider access to resources and competencies, in this case; 
knowledge and human resources. However these resources need to be well 
coordinated to ensure optimal utilization and realization of the intended 
synergies. This need leads to the creation of coordination mechanisms. 
Therefore the realization of the intended synergies depends heavily on these 
mechanisms. Again, these mechanisms cannot function effectively without the 
presence of ‘facilitators’. These are factors that aid the smooth implementation 
and control of these mechanisms. The whole coordination process within the 
Alliance consequently rests on the mechanisms and their ‘facilitators’. 
Consequently these form the basis for coordinating the whole alliance to ensure 
its success. The Renault-Nissan Alliance clearly depicts the strong relationship 
between coordination of resources at the operational level and their impact on 
the success of an alliance. 
 
In summary, the present coordination mechanisms in the Renault-Nissan 
Alliance involve the coordination of the resources of the two companies. 
Without these mechanisms, operationalzing the alliance would be an absolute 
impossibility. The mechanisms are the result of careful and deliberate planning, 
implementation and monitoring by the executives of both companies to ensure 
that, the alliance draws out all the intended synergies. It indicates management 
recognition of the fact that the Alliance cannot achieve its objectives without 
controlling, coordinating and eventually optimizing the resources of the both 
companies notwithstanding the fact that their resources are more complementary 
than competitive. Obviously, companies with more competitive resources would 
have to put in more effort by first harmonizing the competition and thereafter 
drawing out the intended synergies. Failure to do this may undermine the 
alliance. Indeed, two of the respondents believed failure to do so may be one of 
the reasons behind the poor performance of the Daimler-Chrysler merger, since 
many of the best engineers at Chrysler eventually left. 
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7 Discussion and Conclusions 
 
In this chapter the research question: “How are global alliances coordinated 
at the operational level; in this case, the Renault-Nissan Alliance” will be 
answered. 

7.1 Discussion 
 
One consistent theme throughout the literature is the fact that inter-firm 
relationships in the form of alliances, mergers and acquisitions have been on the 
increase in the past decade. It is also clear that these inter-firm relationships are 
formed with the view of achieving some benefit which neither can achieve on its 
own. The literature on the various types of alliances clearly distinguishes 
alliances between non-competing firms and those between competing firms. 
This classification is important because of the different implications it has on the 
management of the alliance. For instance, companies that form alliances with 
other companies in different industries do not need to be concerned about 
appropriation of their key resources or competencies. Alliances with competing 
firms however impose a managerial need to protect the company from loosing 
its key resources and competencies. Though this is true for all alliances 
involving competing firms, it is more pronounced in complementary alliances 
like that of Renault and Nissan.  
 
The Renault Nissan Alliance provides both companies with the resources they 
need to gain a foothold in each other’s market. Thus the alliance allows Renault 
to penetrate new geographical markets whilst Nissan benefits from easier access 
to the European market as well as Renaults expertise in innovation and design. 
The danger to both sides is not lost on the two companies, at least not on 
Renault. They recognize that the only market in which Nissan does not have a 
prominent representation is the European market. Helping them to gain this 
prominence will mean directly inviting them to compete in their major market. 
Possibilities exist that Nissan may decide to leave the alliance thereby leaving 
Renault in a most precarious position. Nissan to a lesser extent also faces the 
same danger in markets where it has allowed Renault to enter and compete with 
its brands. The possibility of this outcome is however lessened by the fact that 
the companies will have a joint president in the person of Carlos Ghosn, the 
current CEO of Nissan and former executive of Renault, a strong sponsor of and 
believer in the alliance. Having steered Nissan back to profitability, he is 
probably in a much stronger position to bring Nissan deeper into the alliance. 
Encouraging high interdependencies will obviously make it more difficult for 
one partner to exit the alliance.  
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In any case, the consequences of these outcomes are insured by the equity stake 
each has in the other. With Renault’s 44% equity stake in Nissan, it stands to 
benefit financially from all the successes of Nissan. These measures do not 
however prevent the appropriation of the resources and core competencies of 
each other. The race to learn is on and the need to have a learning infrastructure 
is imminent. Renault has not hidden its admiration for Nissan’s expertise in 
engineering and will therefore be expected to take steps to acquire all the 
knowledge in this area as well as the global market. It cannot be confirmed what 
the Japanese actually admire and value in Renault. They however stand to gain 
if they learn and adopt Renault’s expertise in innovation and design.  
 
As discussed earlier in chapter 5.2.1 about the failure of the Volvo-Nissan 
alliance, the failure was due to a number of issues including; culture and 
language differences. Obviously, Renault learnt a valuable lesson from this 
alliance and has therefore put certain measures in place to make sure this 
mistake is not repeated. The Alliance Business Way Program is one of such 
measures that organize orientation programs for both Renault and Nissan 
employees on Cross-cultural training that consists of attending a conference on 
Japanese or French culture and Working with Japanese or French partners’ 
session. Over 1,400 people have already been trained in both companies.  The 
Team-Working Seminars (TWS) for a Renault-Nissan team also focuses on 
individual and team efficiencies by developing team’s processes and enhances 
team communication. 
 
In the interim, both Renault and Nissan have benefited from optimization of 
resources which has been achieved through effective coordination at the 
operational level. This potential for optimization was made possible by the 
presence of potential synergies in the respective resources of the two companies. 
The whole coordination process was enabled by the design and implementation 
of suitable coordination mechanisms at the operational level.  
 
Implementation and smooth functioning of these mechanisms have in turn been 
facilitated by certain factors. In the case of the Renault-Nissan Alliance, these 
are management commitment, trust and respect, learning and sharing, corporate 
and brand identity and finally information technology. The contributions that 
these have made to operationalize the alliance cannot be over emphasized. 
Though it is tempting to see one of these as prominent, all have worked together 
to ensure that the alliance works to achieve its stated objectives.  
 
These facilitators do not in themselves correct the defects and weaknesses with 
the mechanisms, hence the need to make deliberate and conscious efforts to 
review the performance of these mechanisms. Once again, the presence of these 
facilitators ensures that review of the mechanisms takes place. In the case of 
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Renault and Nissan, the review takes the form of meetings; such as the monthly 
Alliance Board Meetings and the fortnightly FTT meetings; Alliance Reports 
and company sponsored research. For example one such research on the 
performance of the CCTs and FTTs revealed a low performance rating contrary 
to management perception. This unpleasant surprise has renewed management’s 
attention and efforts at ensuring that teams function as required. These 
facilitators therefore act to ensure the smooth functioning as well as control and 
review of the coordination mechanisms. They keep the wheel spinning and 
without them, the coordination mechanisms will have little effect.  
 
The important lesson from the Renault-Nissan Alliance is that global alliances 
cannot achieve its objectives without coordination mechanisms to coordinate the 
resources of partner firms. These mechanisms require deliberate planning and 
management commitment to ensure their design and establishment. Secondly, 
the effective functioning of mechanisms is made possible by the presence of 
what has been identified as ‘facilitators’. These facilitators in turn give impetus 
to the control and review of the mechanisms.   

7.2Conclusions 
 
The aim of this research was to achieve a better and deeper understanding of 
global alliances and how they are coordinated. It was to explore into global 
alliances and how they are coordinated at the operational level. The notion was 
that, for global alliances to be effective, there was the need to make them 
operational. This was reckoned to take place at the operational level of the 
organization. The research adopted a Resource Based View of the firm and on 
this basis argued that global alliances are first formed by the company’s need to 
possess and access resources that they currently do not possess. Consequently, 
this informs their coordination efforts since it brings together partners with 
similar or different resources and competencies, which are sometimes 
competitive or complementary. In any case, this requires coordination in order 
to ensure their effective utilization and optimization, hence the need to have in 
place mechanisms that coordinate the resources of both organizations. Since the 
resources of organizations are most deployed at the operational level, the 
research took the position that successful global alliances are achieved through 
coordination of the resources at the operational level.   
 
Having conducted a case study of the Renault-Nissan Alliance, this view has 
been widely confirmed. The success of the alliance could not have been 
achieved without the coordination mechanisms at the operational level. This 
discovery effectively answered the research question,  
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“How are global alliances coordinated at the operational level; in this case,  
the Renault-Nissan Alliance”? 

 
Global alliances are coordinated at the operational level through coordination 
mechanisms. These mechanisms in the case of the alliance between Nissan and 
Renault are made effective through ‘facilitators’ that ensure that the mechanisms 
function smoothly and they also provide impetus for the control and review of 
the mechanisms. Without these, global alliances stand in grave danger of failure.  

7.2.1 Implications for Researchers 
 
Despite the prevalence of global alliances within the last decade of the twentieth 
century, there has been no tentative theory that effectively explains the 
phenomenon. Some theories rooted in economic theory and strategic 
management does provide useful insights into their formation and governance. 
However, the high failure rates among such alliances are hardly explained by 
one general theory and hence more research is needed in this area. The literature 
review on alliances clearly lacked answers to how these alliances are 
coordinated. Researches on alliances have so far been focused on motivation for 
their formation, factors that account for their failure as well as factors that 
account for their success. These researches have been mostly conducted through 
case studies or survey methods. The present research aims to fill this gap in the 
existing stream of research and though it does not provide statistically 
generalized explanations on how global alliances are coordinated; it does 
provide researchers with the opportunity to extend the work of this research by 
carrying out more intensive case studies into other alliances in all industries. The 
results of these can then form the basis for more quantitative research on how 
global alliances are coordinated. This research thus contributes to existing 
knowledge on global strategic alliances as well as the search for a general theory 
on the topic.  

7.2.2 Implications for Managers 
 
Strategic alliances are not limited to global companies. For this reason, 
managers in all companies involved in strategy planning and implementation 
cannot overlook the role of strategic alliances in achieving competitive 
advantage. This research has provided information on why strategic alliances 
can sometimes be the most probable option for companies in times of both 
threats and opportunities. Most importantly, the factors that fomented the era of 
strategic alliances are more prevalent now than a decade ago. Whilst strategic 
alliances may still be viewed cautiously; and rightly so; by strategic managers, it 
still remains a powerful strategic choice through which companies can achieve 
their strategic objectives. The high failure rates do not make its choice 
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unworthy. Rather it should prompt management commitment to its peculiar 
nature, hence the need to develop managerial competencies in managing them. 
In this respect, the Renault-Nissan Alliance serves as a valuable case study for 
strategic managers who intend to develop their expertise in this area. Secondly, 
the need to coordinate the organization’s resources should not be lost on all 
strategic managers. Without effective coordination, organizations would forever 
grapple to find the right optimization level for its resources. Finally, strategic 
managers should not loose sight of what has been identified in this research as 
‘facilitators’.  No matter how deliberate and precise the planning of coordination 
mechanisms, they may not function as required if let to their own fate. These 
facilitators serve as lubricants to the coordination mechanisms and thus form an 
integral part of the whole coordination processes. Failure to recognize them as 
such can stall the whole process and render them ineffective. 

7.2.3 Implications for Renault and Nissan 
 
Five years of the Renault-Nissan Alliance has been successful, much against 
expectations by industry experts. One however cannot help but agree that the 
future appears interesting and yet uncertain. The uncertainty that plagued this 
alliance from the onset is thus likely to continue. The fact that the alliance has 
been successful firmly implies that both companies are doing a couple of things 
right. The management of both companies should not loose sight of this and get 
complacent. Secondly, this research highlighted some problems. The first is the 
communication gap between employees of both organizations. This is due to the 
language problem as well as the absence of a direct communication link. 
Secondly, it appears Renault is more dependent on the alliance than Nissan is. 
This view was corroborated by three of the interviewees. Perhaps the 
management of Renault must develop ways on making Nissan more dependent 
on Renault hence the Alliance. This will also help solve the perceived priority 
problem in Nissan. As both companies aim for more cooperation and sharing, 
the loose of key resources and competencies becomes more real than ever. This, 
coupled with the possibility of one party quitting the alliance, may undermine 
the long-term competitive position of the companies, especially Renault. 
Presently, there are no procedures for guarding against this and management 
attention in this regard is therefore needed. Whether acknowledged by both 
companies or not, there is a race to learn. There could be two winners, two 
losers or one winner and one loser. To maintain the present win-win situation, 
both companies must make a united and committed effort to learn from each 
other, guided by the mutual respect and trust that have characterized the alliance 
since its formation. Finally, the CCTs and FTTs must be strengthened as 
coordination mechanisms and this may require some personnel to work on these 
teams on a full time basis.  
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8 Criteria of Validity 
 

aving come to the end of the research, the researchers deem it 
necessary to assess the whole research work to ensure that it meets the 
requirements of an acceptable scientific research. An acceptable 

scientific research should meet the criteria of validity and reliability157 and 
these will in turn ensure their and practical applicability and transferability. 
These criteria establishes the quality of any empirical social research hence 
the quality of this research 158 . The present research work will thus be 
measured against these four criteria.  

 H

8.1 Validity 
 
Validity refers to the extent to which the research findings solve the research 
problem. In other words its measures the extent to which the research measures 
what it claims to have measured. It therefore addresses the precision and 
genuineness of the research. The present research was aimed at achieving a 
better and deeper understanding of global alliances and how they are 
coordinated. It sought to provide answers on how global alliances are 
coordinated at the operational level in the case of Renault and Nissan. The 
researchers believe the research findings and analysis has answered this question 
to the fullest. In so doing, it has successfully achieved its aim.  

8.2 Reliability 
 
Reliability addresses the consistency of the research findings and is evidenced 
from the operations of the research such as the reliability of research findings 
given the same of data collection procedures. Reliability is thus evidenced from 
the rigorous use of an acceptable scientific methodology. This research has 
obviously benefited from the use of an acceptable scientific methodology. The 
research approach and strategy as well as data collection methods used in this 
research are acceptable in the world of social sciences and are in line with the 
researchers’ philosophical stance. Although the researchers were greatly limited 
in their choice for the number of respondents, the results of the four respondents 
provided enough information to successfully achieve the aims of this research. 
We do not dispute the potential for more and indeed insightful information had 
more interviews been conducted in Renault and preferably Nissan. However we 
believe that the results of the questioner provided herein will not be different 
from the subsequent interviews or questioners. We are confident that given the 
same research aim, problem, approach and methodology, other researches will 
                                                 
157 Hair et al, 2003 
158 Yin, 1994 
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not reveal different findings. Thus, the clearness of the methodology used makes 
it possible for this research to be replicated without variations in its findings.  
 

8.3 Practical Usefulness 
 
The two criteria above give this research the basis for its practical usefulness 
and applicability. Indeed, an invalid and unreliable research is nothing more 
than a wasteful academic exercise. Having fulfilled these two criteria, this 
research provides researchers and managers with valuable insights into the 
nature of strategic alliances, how there are coordinated and their potential 
outcomes. The implications of this research well spelt out in the previous 
chapter are both practical and useful for all concerned. It is therefore hoped that 
these implications will be taken note of especially by the management of 
Renault. We are convinced that this research would be more than a mere 
scientific report waiting to gather dust on the shelf.   

8.4 Transferability 
 
The strategy and limitations of this research obviously gives rise to the question 
of its potential to be transferred and applied elsewhere. The case study strategy 
virtually restricts the scope of transferability to the case studied. In this 
particular case, it is possible that the research findings cannot be transferred to 
other companies within and outside the car industry. Whilst this may be true to 
an extent, the nature of the research problem and the findings thereof can be 
transferred to other companies especially, the research model in the sense that, 
all companies regardless of their industry possess these resources. In reality, the 
case study method allows for analytical generalizations based on the research 
findings159. The major finding of this research is that global strategic alliances 
are coordinated at the operational level through coordination mechanisms aided 
by what we term ‘facilitators’. Whilst it is almost impossible and impracticable 
for the workings of these mechanisms to be the same in all companies, it is 
equally unimaginable to perceive a successful strategic alliance without 
coordination mechanisms at the operational level. Consequently, we have no 
reason to assume and believe that the strong relationship found between these 
coordination mechanisms and the success of the Renault-Nissan Alliance is 
company specific and can therefore not be limited to this alliance. The analysis 
of this relationship in the Renault-Nissan Alliance provides the analytical basis 
for generalizing some findings of this research and its transferability to other 
companies.  

                                                 
159 Yin, 1994 
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Appendix A 
Questioner Guide 
 
The Alliance 
 
1. What motivated the formation of this alliance? 
 
2. What differentiates this alliance from those in the industry? 
 
3. What are the strengths and weaknesses of these alliances? 
 
4. Are any of these strengths and weaknesses attributable to the strategic 

resources of Renault and Nissan? 
 
 
Strategic Resources 
 
1. Did Renault have all the resources to remain competitive in the industry? 
 
2. If not, what specific resources did the company lack before going into the 

alliance?  
 
3. Has the alliance solved the lack of these resources? 
 
4. What do you consider as Renault strategic resources? 
 
5. How has the alliance impacted on these resources? 
 
6. Has Renault benefited from any resources or capabilities from the 

alliance? In what was this benefit been realized? 
 
7. Which aspects of the operation level do you consider the resources of the 

alliance to be most critical? Explain your answer. 
 
Coordination Process and Mechanisms 
 
1. What in your opinion are the problems of managing this alliance? 
 
2. What are the critical areas of managing the resources of the alliance? 
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3. We recognize that a critical issue in all alliances is the potential lose of 
key resources and capabilities. What mechanisms do you have in place to 
deal with this threat?  

 
4. Are there any procedure(s) for coordinating the alliance? 
 
5. What was the rationale behind the establishment of the coordination office 

and what are its specific roles of the coordination office? 
 
6. Is the coordination office responsible for coordinating all activities at the 

operational level?  
 
7. What does the role of the coordination office entail?  
 
8. What problems have been encountered during this time? 
 
9. How are the strategic resources of the alliance being coordinated?  
 
10. What problems have been encountered in coordinating the alliances 

resources?  
 
11. What in your opinion influences coordination of the alliance’s resources? 
 
12. Which areas of the coordination process (mechanism) need to be 

improved? 
 
Success Criteria 
 
1. How would you define a successful alliance? In your opinion, has the 

alliance with Nissan been successful? Explain your answer. 
 
2. How do you perceive the future of the alliance? Explain your answer. 
 
3. What factors do you think are crucial to the future success of the 

alliances? 
 
4. What role, if any, will the strategic resources of both companies play in 

the future success of the alliance?  
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Appendix B 
 

The table below summarizes the contributions from various authors. 
 
Author Contribution Stage of Alliance 
Lorange and Ross 
(1991) 

Stakeholder blessing, Internal support, strategic 
match, delineation of (clear) strategic plan 

Formation  

Parkhe, 1998 Commitment and communication Formation and 
Operationalization 
and Future 

Bleeke and Ernst, 
1998 

Alliances between strong and weak companies 
rarely work, autonomy and flexibility which 
evolve with time, even split of financial resources 
encourage successful alliances.  
 

Formation  

Bleeke and Ernst, 
1995 

Evolution of the alliance must be planned. 
Alliances between competitors with similar core 
businesses, geographic markets and functional 
skills tend to fail because of tension. There must 
be a balance between the companies, access 
strengths and weaknesses, how will bargaining 
power evolve, complementarity’s.  
 

Formation and 
Operationalization

Kaplan and Hurd 
2002 

Define purpose of partnership, establish a formal 
alliance management process, nurture the 
evolution of the alliance actively and deliberately,  
 

Formation, and 
Operationalization

Crouse (1991 Partnership structure- the more closely an alliance 
is tied to a core competence, the more tightly 
should the controlling of the relationship. Clearly 
spelt objectives.  
 

Operationalization

Garai (1999) Due diligence, specificity, assured values, 
dedicated arrangements, permanent knowledge 
transfer, allow for continual change, careful 
documentation. 
 

 

Bamford et al (2004) Resolve strategic conflicts upfront, 
communication, loose tight governance, dedicate 
resources to resolve interdependencies upfront, 
manage the interdependencies, structure the 
alliance, act quickly, successful alliances pay a lot 
of attention to communication.   
 

Operationalization

Parkhe (2001) Learn to cope, trust Operationalization
Alvarez and Barney 
(2001 

Learn new technologies and imitate organizational 
resources, trust, and alliance contract.  
 

Operationalization
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Harper and Varallo 
(2000 

Alliance strategy that fits with individual strategy, 
understand and manage culture,  
 

Operationalization

Robert (1992 Form an alliance to exploit a unique strength, a 
partner with a unique strength on its own; neither 
partner has the ability or desire to acquire the other 
party’s unique strength.  
 

Formation 

Kanter (1994 A comprehensive management of the alliance 
should involve all phases of the alliance. 
Development of mechanisms for bridging the 
difference between the partners as well as 
changes, internal and external, resulting from the 
alliance. Learn to collaborate involves strategic 
integration, tactical integration, operational 
integration, interpersonal integration and cultural 
integration.  
 

Formation and 
Operationalization

Reid et al (2001 Firm characteristics, operating structures and 
norms, structural choice and performance.  
 

Formation 

Korine et al (2002) Trust, learning Formation and 
Operationalization

Sankar et al, (1995 Complementarity in strengths, leadership, strategic 
intent as well as financial contribution.  
 

Formation 

HBR (1996) Create an environment of trust,  
 

Formation and 
Operationalization

Das and Teng (1999 Resource management structural rigidity helps to 
consolidate the relationship sufficient 
collaborations is the foundation for a successful 
alliance. Both cooperation and competition must 
be preserved in an alliance as dynamic and 
permanent conditions. concrete objectives for each 
phase of the management process (incremental 
feed back approach 

Formation and 
Operationalization
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