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Abstract

The focus of this thesis is the study of strategic tensions between organisations engaged
in a dyadic alliance relationship and the influence that the partnering firms’ corporate
strategies may bring to bear on the governance of the alliance venture and the subsequent
performance of these partnerships. Prior research on alliance outcomes has largely
ignored the relationship between strategic fit, alliance process and evolution. This is
despite the clear demonstration, in Doz’s (1996) longitudinal study of alliances, that the
initial structural conditions and subsequent evolutionary processes influence alliance

outcomes (see also Noorderhaven, 2005).

The literature review examines both academics’ and practitioners’ various definitions and
terminologies used to describe alliances. Three scholars, Arthur (1996) (whose view of
organisations is embedded in institutional theory) and Das and Teng (2001) (whose
perspective of alliances is as organisations emerged in internal tension), essentially share
a similar perspective. This is that alliances are based on a tentative equilibrium of
reciprocal opposing forces that can quite readily shift if one force gains strength. In this
thesis, theoretical contributions and models, along with empirical findings that inform an
understanding of the dynamics and processes of coevolution that shape the alliance
development process, were evaluated, with the evolution of paradigms and paradoxes that
influence and shape the logic behind the adoption of an alliance strategy being identified

as providing a basis for explanation.

The primary research question for this thesis was how internal tensions between partners
influence alliance performance and the value appropriated by individual partners. To
answer this question, it was necessary to understand the origins and drivers of internal
tensions in an alliance. Alliance tensions are influenced by the environment, structural
choices and contextual, structuring, organizational and discursive processes that broadly

shape the effective implementation of an alliance strategy.

To answer criticisms of fragmented contributions to the strategic management agenda

(Ansoff, 1987; McKierman and Carter, 2004) a research model was developed to guide
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the research and testing. The framework essentially acknowledges the dualities and
interdependence of the collaborative process. Factors influencing internal tensions and
alliance performance include availability of resources, differential bargaining power,
alliance structure, alliance goals, stages of industry life cycles, and changing market
conditions. The model provides insights into the process through which balance may be

restored, or deteriorate further.

Research questions and propositions were developed around the various dialectic
tensions, then reviewed using the empirical data collected on how strategic tensions were
processed in alliances and implications for alliance performance and evolution. Some of
the key propositions formulated include: 1) that the divergence of strategic intent between
parenting firms in a joint ventures will be inversely related to the difference between the
level of cooperation and the level of competition between the alliance partners; 2) that
alliance tensions are more likely to be in equilibrium where the partners are satisfied with
the perceived value contributed to their firm (private benefits); and 3) that an alliance is
more likely to move towards continued cooperation when the value appropriated met or

exceeded partners’ objectives and tensions are in equilibrium.

The research design incorporated a two-stage design. The purpose of the exploratory pilot
study was to answer the question: ‘What are the origins of dominant internal competing
forces (tensions) that influence alliance performance’? The pilot study was designed to
examine this question from the perspective of senior alliance managers, chief executive
officers (CEOs), or General Managers (GMs). The next step was to find out how the
governance (influencing/manipulating) of internal tensions by senior managers
influenced alliance performance (measured by the level of partners’ satisfaction with the
contribution of the alliance to their organisation). This required the design of an iterative
process of ongoing case study-based research to more fully understand the phenomenon.
Adopting a grounded theory approach, the sample for the exploratory pilot study was
drawn from 27 executives who were, or had been, engaged in alliance management at a
senior level and who were likely to have knowledge of strategy in the supply chain. Each

case study was selected to represent a unique alliance structure, and was guided by Das
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and Teng's (2001) classification framework for investigating alliance structures and

tension.

The research findings suggest that overall tension levels and sub-systemic dialectic
tensions (i.e. short-term versus long-term; flexibility versus rigidity; collaboration versus
competition; common versus private benefits) evolve over time and reconstitute
relationships and shape the evolutionary trajectory of an alliance. The case studies
findings suggest a process of accelerating tensions and significant imbalances in their
configuration will favour certain outcomes. All propositions formulated in this thesis

were supported by the findings of the studies.

The main contribution of my research is to extend current theory by examining
converging and diverging forces/tensions and their impact on alliance value creation.
This was done through the use of a dynamic model based on organisational learning and
strategy theory. The governance process of alliance resources, in the context of the value
creation process and perceived risk, is a key strategic element that influences internal

tensions and alliance evolution.

The in-depth seven qualitative case studies approach was an appropriate research
methodology because of the complexity of the phenomena investigated. Since the process
elements involved are not accessible though traditional quantitative methods (Doz, 1996;
Arino and de la Torre, 1998), a longitudinal case studies approach was followed to
monitor the interactions between the partners. However the design simultaneously
constrained the testing of the findings. It would have been useful to have data from a
larger sample of firms within these industries. Future studies that would include larger
data sets would provide the opportunity to explore and test the model at different points

in the supply chain.

In conclusion, the research identified the origin of internal alliance tensions as the
product of the variance between partner’s strategic intent for alliance conditions
(perceived normative collaborative conditions), actual alliance conditions and perceived
risk. This sets the groundwork for future research which will examine the degree to

which the individual tensions are determinants of alliance performance, and obtain a
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deeper understanding of the interrelationships between the tensions identified in the

proposed model.
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Chapter 1 Overview and Rationale

This chapter presents a general overview of the content and structure of the thesis. It
first presents the broad conceptual background for the studies reported in the thesis,
followed by a statement of the rationale and significance of the empirical studies.

Finally, an outline of the structure of the thesis is presented.

1.1 Background to the Research

It has been observed that both academics and practitioners use various definitions and
terminologies to describe alliances (Doz & Hamel, 1998). There is no single agreed
upon definition for strategic alliances (Hennart & Zeng, 2005) nor is there a common
agreed upon typology, the term strategic alliances referring to a broad range of
various different arrangements (McGee, Thomas & Wilson, 2005). It can however be
argued that strategic alliances are frequently described in the literature as ‘business
relationships between two or more independent firms to pursue a set of important
goals, where partners pool,> exchange or integrate key strategic business resources for

mutual gain (e.g., Hermens, 1996, 2002).

Strategic alliances engender a great deal of interest amongst practitioners and
researchers alike. It has been suggested by Ring, Doz and Olk (2005) that to be
successful in the contemporary global business environment firms are increasingly
relying on alliance strategies. The importance of strategic alliances to the global
economy is also highlighted by a number of scholars, for example Harbison, J. and P.
Pekar (1998) propose that revenues from alliances globally will exceed $30 trillion in
2005 and de Rond, (2003) who observed that alliances are growing at such a rapid
rate that they have penetrating every industry sector of the global economy. This trend
is also reflected in the Australian business environment that is currently ranking
fourth in the number of new strategic alliances deals signed by OECD countries

(Golub, 2003).

Previous research suggests that the increase in strategic alliances heralds a significant
shift in the way business is being conducted in the global business environment (e.g.

Dyer, Kale & Singh, 2001; Gulati, 1998a). This observation prompts Garry Hamel



(2000b) to reflect that companies all around the world are now faced with the
challenge to change and adapt their once successful strategies in order to meet the
challenges presented by an uncertain environment (Clegg, Clarke & Ibarra, 2001).
The growing popularity of strategic alliances as a business tool has also evoked a
remarkable degree of research attention being drawn upon them by academics (e.g.
Singh & Mitchell, 2005). Despite the sheer volume of this research activity, the
Larson, Brousseau and Driver (2003) suggestion that “strategic alliances seem to be
more advantageous in theory than practice” (2003: 9) illustrates the confusion
surrounding alliance performance. More and McGrath (1999) investigating alliances
in the Australian telecommunication industry conclude that despite the ever increasing
research interest, alliance practice and theory leave a lot unanswered, especially how

interorganizational collaboration evolves and prospers.

Research findings on alliance performance is ambiguous, for example Chan,
Kensinger, Keown, and Martin, (1997) and Anand and Khanna, (2000) argue that,
alliances do create economic value whilst others studies find that roughly half the
alliances formed end up failing (Kogut, 1989; Bleeke & Ernst, 1993 de Rond, 2003).
A number of empirical studies on alliance outcomes and failure have focused on the
antecedents and formation of strategic alliances for example; lack of strategic fit of
complementary resources, lack of organizational fit in terms of compatible cultures,
decision-making processes, and systems (Kale, P., H. Singh, & Perlmutter (2000),
lack of trust (Arino & De la Torre, 1998), inappropriate choice of governance
structure (Williamson, 1985; Hennart 1988), inability to manage conflict (Doz &
Hamel, 1998), lack of adaptable inter-organizational exchange processes (Zajac &
Olson, 1993), lack of prior and/or on-going alliance experience (Fiol & Lyles, 1985;
Child & Yan, 1999; Anand & Khanna, 2000).

Duysters, Kok & Vaandrager, (1999) however caution that the ‘definition’ of alliance
failure varies significantly in most studies and is too broad too accurately reflects a
true overview (Royer, 2000). For example, in the 1960s McLeod, a large South
Australian retailer, formed an alliance with France's Michelin, to market and
distribute its tyres in Australia. The arrangement lasted for only a few years. Yet by
the time it ended, McLeod, had learnt enough about automotive products to lay the

foundations for a strong car and truck tyre business; and Michelin had a solid foothold



in the Australian tyre market. Even an alliance that ends is not necessarily an alliance

that fails.

Mainstream research on collaborative performance has gradually shifted during the
past decade from examining issues associated with alliance formation to focusing on
exploring the dynamics of interfirm collaboration. There is however little consensus
on what defines alliance success or failure (de Rond, 2003). Doz and Hamel (1998)
argue “what an alliance contributes over time to the competitiveness of each of its
partners is a more important measure of its success than longevity of the alliance

proper” (1998:23).

Sharma (1998) however argues that “success in strategic alliances is achieved more
by interacting with the alliance partner than by the initial strategic compatibility
between partners” (524:1998). Lasserre, (2003) and Contractor and Lorange (1988a,
1988b) suggest that the key to successfully implementing collaborative strategies is
the sharing of important capabilities and resources that neither one of the
collaborating firms involved have or possess the ability to develop internally with the

view of enhancing their competitive advantage.

Lerpold, (2000) and Osborn & Baughn, (1990) proposal that central to an
understanding of alliance performance is the requirement to be able to evaluate the
interactions between an alliance and its environment. Alliance activities and evolution
are influenced by the external (e.g. economic conditions, industry structure) and the
internal environment for example the strategic intent, strategic objectives, strategic fit
of the partnering firms. Snow, Miles and Coleman (1992) suggest if the strategic
intent of an alliance is predominantly, knowledge and or resource
exchange/acquisition the managerial focus is to achieve convergence in systems and
strategies. On the other hand if the strategic intent of an alliance is predominantly
knowledge and or resource specialization, then the strategic focus is to ensure that the
partners are complementary. It can be argued therefore that strategic intent has
significant structural implications for alliances. Prior research on alliance outcomes
has largely ignored the relationship between strategic intent and fit and alliance
structures and processes even though it was clearly demonstrated by Doz, (1996)
longitudinal study of alliances that the initial structural conditions and subsequent

evolutionary processes, influence alliance outcomes (see also Noorderhaven, 2005).
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There can be a tension between alliance structural conditions and evolutionary
processes. For example, it can be argued that interfirm differences (knowledge, skills,
technologies, core competencies, resources, etc.) that form the underlying strategic
motivations for entering into and maintaining an alliance can paradoxically have a
negative impact on the longevity and effectiveness of collaboration (Adler & Graham,
1989; Parkhe, 1993b). De Rond proposes that alliances are paradoxical complex
social phenomena. In the social sciences, particularly in management research, an
important basis for theorizing is the development of contradiction based paradigms,
which stress dialectics, tensions, dilemmas, and paradoxes (see Clegg, Cunha &
Cunha, 2002; Das & Teng, 2000a; Faems, Janssen, Madhok,Van Looy, 2008; Gill &
Butler, 2003; Kogut, 1989; Poole & Van de Ven, 1989; Quinn & Cameron, 1988; de
Rond, 2003).

1.2 Overview of the Empirical Studies

A recent framework that has proven fruitful in understanding the dynamics of alliance
performance is Das and Teng, (2000a) theory that strategic alliances are dialectical
systems and their hypotheses that alliance success (performance) is determined by
balancing multiple dialectic (conflicting) forces. These authors suggest that alliance
failure can occur when any one pole of three important dialectics dominate, i.e., too
much competition and too little cooperation among the partners, too much structural
rigidity and little flexibility in daily operation of the alliance, too much long term
orientation and little attention to short term performance the alliance will experience
significant change or are terminated. It is argued that to maintain the collaborative
relationship, alliance partners must manage the paradox of a “permanent dialectic”
(Cunha, Clegg & Cunha, 2002). The studies reported in this thesis have adopted the
above dialectic theoretical lens but also seek to address a number of unanswered

questions.

Factors that have not been considered in previous research studies that have adopted

the theoretical lens of the dialectic paradigm are:



1) the alliance environment  (is the complexity of managing alliance tensions influenced by industry
environment);

2) alliance conditions (is there a relationship between strategic fit and alliance stability);

3) structural choices ( does equity moderate the governance of internal tensions and alliance
norms);

4) operations ( do the different planning horizons of partnering firms affect the co-
evolutionary dynamics of alliances);

5) performance (do different operating structures and norms influence the relationship
between internal tensions and alliance performance)

6) evaluation (does a focus on common benefits moderate internal tensions and alliance
outcomes);

7) outcomes (does an imbalance in the dynamics of internal tension shape the evolution of

an alliance)

Attention is given to the relatively neglected area of the dynamics of alliance tensions
that operate during the various stages of the alliance evolution; how these are
influenced by internal and external factors. A number of researchers (Singh &
Mitchell, 2005; Reuer, 2004; Gill & Butler, 2003) suggest that theoretical attempts to
link the dynamics and the evolution of alliances to date have been mixed and sparse.
To answer criticisms of fragmented contributions to the strategic management agenda
(Ansoff, 1987; McKiernan & Carter, 2004) a research model was developed for
tentative testing. Alliance tensions are influenced by the environment, structural
choices and contextual, structuring, organizational and discursive processes that
broadly shape the effective implementation of an alliance strategy. The research
framework suggests that the process of evaluating an alliance contribution to the
partner’s goals and objectives contextualizes alliance outcomes, i.e. alliance
stabilization, reformation, decline or termination (organizational integration or
segregation). The model provides insights into the process through which balance
may be restored, or deteriorate further. Factors influencing internal tensions and
alliance performance include availability of resources; differential bargaining power;
alliance structure; alliance goals; stage of industry life cycle. and changing market
conditions. The framework essentially acknowledges the dualities and
interdependence of the collaborative process. The model recognizes both the overt

and covert nature of the collaboration.



Research questions and propositions were developed around the various dialectic
tensions (short vs. long term perspective; private vs. common benefit; cooperation vs.
competition; flexibility vs., rigidity) then reviewed using the empirical data collected
on how strategic tensions were processed in alliances and implications for alliance
performance and evolution. The empirical research reported in this thesis comprises
seven empirical investigations; seven case studies from four industry sectors. These
industries are chosen because they are believed to be different in terms of the
environmental volatility. Each case study was selected to represent a unique alliance
structure guided by Das & Teng classification framework for investigating alliance
structures and tension. These authors propose seven structural choices that predispose

the alliance to emphasizing certain tensions rather than others.

1.3 Structure of the Thesis

The thesis is presented in two parts:

Part 1 comprising chapters 1 to 3 (see diagram 1). The first chapter presents an over
view of the thesis and its rationale. The next chapter reviews the strategy literature,
the first section explores how the different philosophical perception of individuals on
‘what business strategy may influence the actions and behaviour of individual’s in the
partnering organization. In the next section the review explores various strategic
frameworks focusing on the relationship between strategic intent, strategic objectives
and strategic tensions. The chapter concludes with a discussion of the governance of
internal alliance tensions and the dynamic of the various competing forces. Chapter
three discusses the development and design of the research model that addresses the
research question. ‘How do the individual parents’ firms’ strategic agenda’s influence
the dynamics of alliance tensions; what are the implications for alliance performance
and evolution; what happens when the balance between the different competing forces

shifts toward the dominance of one force or the other?

Part 2 of the thesis consists of chapters 4 to 7 and presents the empirical studies,
discussion of the research findings and conclusions drawn. The case study
methodology was seen to be the appropriate model and the seven in-depth
investigations detail how various rationalities play against one another in different

types of alliances in differing contextual and strategic agenda’s. The first study’s
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identifies the dominant tensions in a dyadic alliance; the source of these tensions; and
the relationship between an imbalance in dominant tensions and alliance performance.
The second study contextualizes strategic tensions and alliance performance. The
third study explores the relationship between industry environment and managerial
complexity. The fourth study focus is how differing alliance purposes shape internal
tensions, dynamics and outcomes. The fifth study investigates whether resources and
bargaining power influence the imbalance in internal tensions and alliance outcomes?
Specifically does industry environment moderate the relationship between the degree
of dialectic tensions and alliance management complexity? The two concluding
studies case studies analyse the relationship between strategic management and
governance of alliance tensions. The final chapter presents the discussion and
conclusions. The limitations of the research are discussed, and suggestions are given
for future research. On these foundations, the report can proceed with a detailed

description of the research.
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Chapter 2 Literature Survey — Strategy and Alliances

Paradoxes ... seem to smile ironically at our nicely constructed theories with
their clear-cut distinctions and point at an unthought-of possibility, a blind spot

in oppositional thinking. (Ybema, 1996: 40)

2.1 Chapter Overview

The aim of this chapter is to provide a theoretical and empirical background to the
study of strategy and alliances by examining the evolution of the theoretical
frameworks, paradigms and paradoxes that influence and shape the logic behind the
adoption of an alliance strategy. The focus of this study of the literature is managing

strategic tensions and the impact on alliance performance.

2.1.1 Chapter Structure

The survey of the literature in this chapter is presented in two parts. Part One
identifies the dynamics between the socioeconomic environment and the evolution of
strategic management theory and interprets some of the differing views on ‘what
strategy really is’. This occurs through a review of various relevant theoretical
frameworks, paradigms and paradoxes that influence and shape the logic behind the
adoption of a strategy, and an examination of the theoretical context for the differing
perspectives and paradoxes that envelop the growth of alliance research, theory and

practice.

Part Two of this chapter, which focuses on the alliance literature, aims to provide an
overview of the various perspectives and divergent views held amongst researchers of
alliances. The relationship between strategic intent and objectives is conceptualised in
the context of alliance performance. Issues that frequently generate strategic tensions
between partners are then explored. Finally, firms’ interactions with one another and
their environment are analysed in the context of alliance contribution to the partners’

individual firms.



2.1.2  Background — Defining the Problem

Dominant themes in the management literature of the first decade of the twenty-first
century indicate that firms around the world are entering into a new era of business
competition (Davis & Stephenson, 2006). Global forces such as converging markets,
rapidly escalating technological change and increasing economic turbulence are seen
to be shaping the international corporate landscape. Adding further complexity to this
competitive environment is the emergence of a relatively new phenomenon in
business competition: firms based in rapidly developing economies competing
globally. These emerging global competitors challenge traditional ways of thinking
about the process of acquiring, leveraging and governing resources for value creation
via effectively leveraging home country factor advantages through integrating the
latest technology in product and process design. Confronted by new patterns of global
competition and the rapid pace of technological advances, businesses are being driven
to fill the gap between internal capabilities and the required resources for superior
value creation by seeking partners with complementary resources. Firms in emerging
and mature economies are opting to form cross-border strategic alliances to acquire

missing technological and human resources (Miotti & Sachwald, 1999).

Hermens (2001) argues that an alliance strategy is a necessary response to economic
turbulence that often cannot be managed by individual organisations because of a lack
of resources or the inability of single firms to control externalities. This collaborative
paradigm is embedded in the ‘reality’ that competition in the twenty-first century
global business environment occurs more progressively between networks of firms

rather than firm-to-firm (Achrol, 1997; Achrol & Kotler, 1999).

Strategy scholars generally agree that collaboration among firms with complementary
resources is necessary for survival and growth but warn that this strategy also creates
substantial risks. Strategic alliances can have “a negative impact on the efficiency of
participating firms, and indirectly on other firms and consumers” (OECD, 2001:110).
Bamford & Ernst (2002) suggest that firms should carefully consider when alliances
should be used to fill key gaps in technology and skills, to reduce the intensity of

assets, or to exploit unique capabilities.
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A strategic alliance creates new opportunities and demands hitherto unknown
organisational competencies (Clegg, Hermens & Porras, 2001). Opportunities for
collaboration and managing strategic alliances occur in an environment that provides
both opportunities and potential threats. Greater job mobility among managers
coupled with the revolution of technology in global communication and transport has
extended the business and social networks of management teams. This can increase a
firm’s ability to leverage innovation, scale economies and acquire resources, and can
also promote the diffusion of knowledge and competencies across a firm’s traditional

boundaries.

The literature suggests that companies are responding to economic pressures by
entering into strategic alliances and joint ventures. Das & Teng observe that “strategic
alliances are an increasingly popular strategy in an era characterised by blurring
industry boundaries, fast changing technologies, and global integration” (2003a: 279).
Ermnst and Bamford add that “the typical corporation relies on alliances for 15% to
20% of its total revenue, assets or income” (2005: 133). Harrigan (1986) and
Anderson (1990) propose that corporations recognise alliances to be attractive

vehicles for growth and expansion.

The aim of these collaborating firms is to build strategic relationships that are capable
of generating cost savings, create flexibility and produce greater efficiency in
managing resources. Ultimately, as Das and Teng, (2003a), suggest, any strategy has
to be evaluated in terms of success. Despite considerable research into alliance
performance (eg Mjoen & Tallmann, 1997; Parkhe, 1993c; Mohr & Spekman, 1994;
Contractor, 2005), the matter remains poorly understood. Many alliances are plagued
by inadequate performance and lack of success. Whittington, (2003b), suggests that
different philosophical perceptions of individuals as to ‘what business strategy is’
creates fundamentally different implications for the process of formulating and
implementing an alliance strategy. Indeed, varying philosophical interpretations of the
intent and process of formulating and implementing a strategy may create tensions
between the collaborators and influence the actions and behaviour of individuals in
the partnering organisations. Respondents in the study undertaken in this dissertation
cited tensions as key influences in shaping the evolution of the alliance and

contribution made to their individual firms.
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Strategic alliances usually involve the commitment of substantial resources from both
sides. The complexity of an alliance strategy involves creating superior value for the
collaborating firms by focusing on key value drivers — efficiency. complementarities,
lock-in and innovation. Time is another dimension in alliance complexity and value
creation. For example, a firm can successfully forge a strategic alliance with another
firm but if the strategic intent of the collaborators is longevity then a short-lived

alliance may not meet one or both partners’ objectives.

Internal and external forces generate and stimulate strategic tensions that subsequently
shape alliance performance. External influences include economic and industry
conditions, the regulatory environment and the availability of resources. Internal
influences include the perceived level of risk, co-operation, control and satisfaction

with the economic value created by the alliance.

The sustainability of the strategic architecture of an alliance as an effective form of
organizing for value creation is contingent on how the collaborative structure aligns
with the goals and strategies and opportunity costs available to each partner. The
process of the governance of alliance tensions shapes the dynamics of the strategic
architecture of the alliance. This process incorporates the identification of expected
benefits for the alliance and its partners, the effects on any other strategic
stakeholders, anticipates competitors’ reactions and considers a range of benefits that
management expects the alliance to create in the future. Williamson suggests that the
term strategic alliance specifically defines a range of interorganisational relationships
where the parties maintain autonomy but are bilaterally dependent to a non trivial

degree (1991:271).

Inter-firm differences are essential to the formation and maintenance of an alliance.
This thesis argues that the erosion or convergence of these differences destabilises an
alliance relationship and generates internal alliance tensions. Thus, the study of the
literature focuses on the strategy 'behind the alliance' (Bamford, Gomes-Casseres &
Robinson 2002:73). The rationale that guides this exploration of the literature is
contextual. An alliance has to be understood in its context, which is the strategic value
of the alliance to its partners (see Lasserre, 2003). Slowinski & Sagal suggest that the
importance of linking the alliance to the strategy of both partners cannot be

overemphasised (2003: 9).
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Alliances continuously evolve and change over time, with considerable skill
necessary to manage such collaborative ventures. Essential for collaborative success
is flexibility, the ability of alliance partners to manage interactions and continuously
adapt, and acknowledging that the organic nature of an alliance spawns goal, resource
and process uncertainty (Sharma, 1998). Tensions are forces that push an alliance
together and pull it apart. These forces are stimulated by uncertainties as individual
partners monitor alliance contribution systematically to evaluate whether they are

better off pooling their resources or acting independently (see Figure 2.1).

Figure 2.1 Value Creation Process in the Dyadic Alliance

Alliance
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Alliance value creation and a partner’s value appropriation opportunities are some of
the key dimensions that influence a partner’s strategic intent, relationship
commitment and the resources allocated to the alliance venture. The performance of
an alliance is measured as the sum of the common value created by the
venture/relationship and the private benefits extracted/appropriated by the individual
partner. Market commonality, resource characteristics and resource alignment are
critical components that shape the characteristics of an alliance condition. Collective
strength, interdependencies and interpartner conflicts in turn dictate the level and

intensity of tensions generated between alliance partners.
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This raises a number of new questions for strategy scholars examining tensions

between strategic partners and alliance performance:

Do strategic alliance tensions influence alliance performance?
Does a focus on common goals moderate alliance stability?

Does an imbalance in the dynamics of internal tensions shape the evolution of an

alliance?

The purpose of this research is to achieve a greater understanding of the role of
internal strategic tensions and the impact on the performance and evolution of the

alliance by generating and testing a theoretical model.

Strategic alliances, involving horizontal (competing firms) and vertical (supply chain)
dyadic relationships, provide the context for exploring internal tensions and their
governance of alliance performance. These strategic alliances combine co-operation
and competition. The level of analysis is the role of senior management in shaping
alliance strategy and implicitly determines the primary underlying tensions of
collaborative relationships, the limits of knowledge and the limits of control over the
alliance members. Senior managers in alliance ventures must plan for the long-term

but they cannot ignore parent companies’ demand for strong short-term results.

The relevance of the literature survey is embedded in speculation by Harrigan (1986)
on the future of hybrid organisations and whether they are temporary reactions to
changing market dynamics or more permanent organisational structures. This author
suggests that the concept of alliances between complementary organisations will
endure. A study by Teece (1980) concluded that factors that are linked with successful
capital raising, co-ordinating systems and managing complementary assets are better
enabled through the use of alliances. Recent research linked innovation and alliances
with competitive advantage (see Johnson, Manyika & Yee, 2005). Harrigan supports
the notion of collaboration as a strategy stating that, “the future will bring more, not
fewer, strategic alliances because managers realise that the benefits provided by joint

ventures and other cooperative strategies make them well worth the extra effort of
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learning how to manage them effectively” (1988: 69). Thus, the relative importance of
strategic alliances as twenty first century organisational systems (Bourdeau, Cronin &
Voorhees. 2007; Dhanaraj & Beamish, 2003) contextualises the motivation of the

research.

2.1.3  Approach to this Study

The rationale for reviewing the literature through the lens of the paradox is an attempt
to move beyond oversimplified and polarised notions and to recognise the complexity,
diversity, and ambiguity of business and organisational life (Quinn, 1992). A dialectic

structure is appropriate as the framework facilitates:

...an approach that understands the practical and political necessity of holding
opposites apart but that, at the same time, takes the relationship between them
seriously, looking for a synthesis in the mutual supporting interactions between
the two opposites that binds paradoxes in the organisations (Clegg, Cunha &
Cunha, 2002: 499).

de Wit and Meyer (1998) suggest that the dual existence of collaborative and
competitive advantage is a paradox. This paradox delineates the scope of this thesis
and is embedded in the perspective that individuals, groups, and organisations are
inherently paradoxical and embroiled in tensions and reinforcing cycles. Mason and
Mitroff, (1981) suggest that employing a dialectic approach, a critical examination of
the thesis-antithesis-synthesis of rival perspectives or strategic paradoxes, is crucial to

solving a strategic problem.

The fundamental premise of this dissertation is that the strategy literature presents an
incomplete picture of the origins of strategic tensions between alliance partners (see
Das & Teng, 2000b) and the influences these countervailing forces exert on an
alliance strategy. There appears to be only a partial explanation for the tensions
between partners and the implications alliance stability may have for performance.
The literature on internal alliance tensions and performance (see Das & Teng, 1997,
2000b, 2003b) is largely conceptual and has a normative functional perspective (de

Rond, 2003). The dialectical perspective and its ontological, epistemological, and
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methodological implications that inform this thesis’ analysis of the governance of
internal strategic tensions in alliances are discussed in some detail in Chapter 4

‘Research Methodology’.

[t can be said that a realistic view of collaboration sees alliances built on a foundation
of dualities. Osborn and Hagedoorn, (1997) suggest that alliances are: temporary
structures but often produce long lasting relationships; both co-operative and
competitive weapons; strategically determined and emergent; and have intended
purposes and emergent benefits that may be more importaht. Hermens, (2001)
proposes that alliances are best thought of as dialectic systems where alliance stability
is determined by balancing multiple conflicting forces and designing systems of
accountability that can handle the tensions. Managers are thus challenged to think
more strategically and more innovatively about the process of delivering value to their

customers and their firm’s constituents.

2.2 Literature Review — Strategic Management Theory

2.2.1 Introduction

Whittington’s question ‘What is strategy — and does it matter?’ (2001:1) is illustrative
of the ambiguity surrounding the topic of strategy. In Part One of this chapter the
evolution of, and recent developments in, the strategy research literature are
considered. The objective here is to provide a theoretical context of the strategy
literature necessary for exploring the evolution of alliance theory and practices

presented in Part Two of the chapter.

The origins of strategy and the different philosophical perception of individuals on
‘what business strategy is’ are reviewed in Section 2.2. Furrer, Thomas and
Goussevskaia (2008) suggests that to theorize about strategy and future directions of
strategic management research there is a need to reflect on its origins and observe
changes and evolution in the field. This section also examines definitions of strategy
and the critical assumptions upon which they are based, and explores the relationship
between the environment and the main developments in strategy that contextualise the

alliance evolution.
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Section 2.3 reviews conflicting strategy theories and paradigms, and the diverse views
of<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>