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Abstract

While inter-firm cooperation is expected to pave the way for new innovative business opportunities, it has proved to be highly
risky and difficult. This article analyses the emergence of the Renault—Nissan Alliance through the cooperative development
of the first joint platform. In such collaborations, the relationships are as precarious as the potential synergies are uncertain.
We argue that the building of a new collective identity requires specific managerial models to design simultaneously common
purposesand collective identity. Several managerial implications are derived for inter-firm partnerships that aim at exploring
new fields. But given the difficulties of managers, the paper also discusses possible legal implications and suggests a new type
of contract, which would actually support the development of exploratory partnerships.
© 2005 Elsevier B.V. All rights reserved.
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In 1999, Renault caused a considerable stir by be- holder, the two brands have nevertheless succeeded in
coming Nissan’s biggest shareholder. At this point, the preserving their own identities. Yet, the “Alliance” be-
partnership between Renault and Nissan was very pre-tween the two brands has not only made possible a
carious and, considering both the major economic and number of joint projects, but has also led to the cre-
production crises Nissan was going through, and the ation of institutional entities for strategic command
problems encountered in other mergers in the auto- and operational coordination. Once competitors, Re-
motive sector [cf. Renault’s previous attemmBsyner nault and Nissan have become partners in new equity
and Spekman, 1998DaimlerChrysler{Vvaller, 200}, joint-ventures, and, notably, in Renault—-Nissan BV.
etc.], there were grounds for concern about whether it Other common structures have been set up, includ-
would last. But while Renault has since reinforced its ing Renault—Nissan Information Services (RNIS) and
position as the Japanese manufacturers’ main share-Renault—Nissan Purchasing Organization (RNPO). Al-

though the brands are still fully autonomous from an
"% Tel.- +33 1 40 51 91 05; fax: +33 1 40 43 03 O1. operational point of view, Renault and Nissan have
E-mail addressblanche.segrestin@ensmp.fr. completely transformed their mutual expectations, the
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scope of their collaboration, and the very identity of heterogeneous series of realities and can engender
their union. legal and financial confusion McCahery, 2001;

In a context in which inter-firm cooperation is a Young, 200Q. Hence, the real question is whether
growing concern among firms, this building of a new existing legal frameworks and available contractual
collective identity raises several questions: how has it tools are appropriate to this kind of entity.
been conducted and monitored? What were the condi- The paper is set out as follows: in the first section,
tions and the managerial levers that made possible thewe attempt, in a brief survey of the literature on inter-
emergence of a real collective identity? What were the organizational relationships, to isolate possible inter-
main factors involved? Was the process aided by the pretative approaches to the Renault—Nissan Alliance
institutional environment and by legal devices? If so, and the managerial processes involved in it. In the
what was the importance of their role compared to that second section, we present the case by studying the first
of management? Does this success reflect institutionaljoint platform development from a design perspective.
innovations or, rather, new managerial abilities? As we shall see, this first common project was a means

An analysis of the Renault-Nissan merger can for both partners to explore the potential synergies of
serve as a framework for a description of potential their alliance. In the third section, we will discuss the
institutional or managerial innovations. While inter- most important factors that, in our view, firms need to
firm cooperation is expected to create new business manage successfully in order to foster the emergence
opportunities and new potentials for competitiveness of successful partnerships. Finally, our conclusion will
(Hagedoorn, 2002; Powell et al., 1996 is widely lead to a broadening of the discussion in which we will
acknowledged that it is highly risky and fraught with examine some of the implications of our analysis not
difficulties. As previous studies have shown, most only from the point of view of organization theory but
endeavours have failed: despite the enthusiasm foralso by suggesting possible modifications in legal in-
setting up inter-organizational relationships in inno- stitutions.
vative sectors, a large number of unproductive and
prematurely terminated alliances have been reported
(Barringer and Harrison, 2000 Consequently, the 1. Literature review: how should the
emergence of a successful collective identity, espe- Renault—Nissan experience be interpreted?
cially one in which the identities and strategies of
the partners have been preserved, is of major inter- In the spring of 1999, Renault and Nissan’s CEOs
est. We have had the opportunity of observing the negotiated a possible acquisition by Renault of the
cooperative process from the inside when we car- Japanese manufacturer. For Nissan, this became cru-
ried out an in-depth analysis of the development cial, as the company had lost its competitive edge,
of the first joint platform from October 1999 to Decem- and its production rate had decreased by 20% since
ber 2000. This study is part of an on-going research pro- 1992. For both companies, bringing their teams to-
gram on innovative desigh management, which aims at gether meant much more than an acquisition: the Al-
providing a description of network dynamics manage- liance, notyetalegal entity, was created to develop joint
ment as part of the innovative process. projects. And the vision was promising: not only did it

This article argues that the building of a new create the possibility of a major rationalization of the
collective identity requires specific managerial manufacturing systems of both companies, but sales
models: the challenge is to design simultaneously a networks were very complementary and each manu-
common purposesnda collective identity. Decisional ~ facturer could benefit from the technical expertise and
strategic frameworks need to be complemented by an organizational know-how of its partner. Moreover, Re-
understanding of design processématchuel, 2001; nault was willing to implement a strategy frequently
Aggeri, 1999. These considerations imply not only adopted by most manufacturers: the development of
a discussion of the literature on hybrid organizations, common platforms (roughly speaking, the wheel base
but also raise the question for policy makers of what systems), which could pave the way for substantial
kind of entity the alliance between Renault and Nissan economies in developmental costs (design studies, pro-
constitutes? The term “alliance” itself covers a very totyping, validation protocols), industrial equipment
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and purchasing. It would also make it possible to pre- corporate cultures and strategi@oyer et al., 1998
serve brand identity and vehicle diversity. and were not used to working with former competi-
It was a context in which the nature of the relation- tors. In this perspective, the collaborative process can
ship between the two manufacturers was rather am- be a way to develop common ground and interest over
biguous: they were still competitors in world markets, time. The formal entity would result from various non-
Renault was the owner of Nissan and, at the same time,contractual mechanisms such as self-enforcing con-
the two manufacturers had set up the Alliance to sup- tracts Dyer and Singh, 1998The transaction cost eco-
port common projects. The potential challenges inher- nomics approach stresses the importance of relational
entin such a project are legion and, as a perusal of thenorms and social sanctions in reducing behavioural
growing literature on inter-firm relationships reveals, uncertainty and ensuring the successful fulfilment of
the case can be interpreted in several different ways. joint commitmentsRing, 1997; Ring and Van de Ven,
1994). Ofthe governance mechanisms, trustis mostfre-
1.1. Defining appropriate structures according to guently mentioned, playing a major role in minimising
joint projects the threat of opportunism. Other methodologies hold
that private authorityNlénard, 1998, 200Q2reputation
From an economic point of view, the Alliance (Larson, 1992and other social norms sustain cooper-
between Renault and Nissan can be seen as a meanative efforts under uncertain conditions and encourage
of integrating two companies in order to improve the parties’ willingness to realise long-term benefits,
coordination and achieve cost reductio@fjtractor thus providing a basis for reciprocal action.

and Lorange, 1988 Even if they are competitors, Even if these approaches generate a thorough anal-
manufacturers can profit from integration through ysis of the nature of the relationships, they fail to de-
additive alliancesussauge and Garrette, 1998en- scribe adequately the processes at play in collective en-

efiting from economies of scale and increasing their deavours. They focus on behavioural uncertainties and
bargaining power vis-vis suppliers. In this regard, on the form of the relationships, but they take “trans-
the goal is to develop a relationship, which makes actions” and possible collective actions for granted.
it possible to exploit such opportunities to the full. Yet, how can the relationships be adequately known
This analysis seeks to compare alternative governancewhen potential collective actions are still undefined? In
structures and their efficiency according to the nature the case of Renault—Nissan, possible common projects
of the targeted projectsR@vix, 199§. It focuses on were far from being specified upstream. Indeed, there
the risks of cooperation in uncertain situations in were many potential synergies (and, consequently pos-
which actors have limited rationality and opportunistic = sible areas of cooperation), but their viability and fea-
behaviour Williamson, 1983. The analysis mainly  sibility could by no means be taken for granted and
focuses on contractual arrangements, negotiation had yetto be demonstrated. In this respect, the creation
tactics and the regulation of exchange behaviour to of the Alliance could be seen as a means of avoiding
protect transaction-specific assets and predict effective having to define the governance structure prematurely:
performance via contingent claim contracts and formal instead of focusing on mutual safeguards, the manu-
safeguardshild and Faulkner, 1998The contracts  facturers were free to explore potential synergies and
must be adapted to the joint projects in order to possible joint projects.
overcome contingencies and divergences of interests.

Aninitial interpretation would consist ofan analysis 1.2. From interdependencies to the building of
of the entire process, from the setting up of the Alliance common projects
to the creation of a formal equity joint-venture in 2001
as a negotiation: the partners would need to evaluate “Knowledge-based theory'Gonner and Prahalad,
their partners’ equities, capabilities and willingness to 1996 takes a different tack from transaction cost
cooperate before selecting the appropriate governancetheory. The former assumes that cooperation agree-
structure. ment between Renault and Nissan is a means of ac-

As a matter of fact, the companies had very lit- quiring knowledge that is heterogeneous, distributed
tle knowledge of each other. They had very different among various actors, and embedded in organizational
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routines Levitt and March, 1988; March, 1991Given
the absorptive capacity of a firr@6hen and Levinthal,
1990, an evolutionist perspective would explain the
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More interestingly, some authors have analysed
these processes in terms of the co-evolution dynamics
of product qualification and collective identities. This

Alliance as a means of bringing the engineering teams problematic has been extensively addressed in the

together and of sharing and developing knowledge.
Thus, the form of the Alliance is necessarily akin to
the nature of knowledge involvedHamel, 199). In
this perspective, limits of integration are linked to the
constrains of coherence within a portfolio of core-
competenciesjosi et al., 1990

The development of a joint platform would, then, be
a means of setting up joint organizational routines and

coordination mechanisms that make possible the ef-

fective transfer of knowledge&sulati and Singh, 1998;
Saxenian, 1994

literature and important features of actual innovation
processes have been highlighted. According to this ap-
proach, innovations stem from compromises resulting
from controversies, negotiations and coalitions be-
tween heterogeneous actataflon, 1986. Thus, man-
aging innovation means managing the transformations
that contribute to the emergence of new compromises
(Callon et al., 2001 Following this interpretation,
some authors have examined the isomorphism between
institutions and objects and the co-evolution of rela-
tional structures and strategic interk®ga and Lewin,

Yet, here again, we observed that the engineering 1998, 1999. Doz has analysed successful alliances by

teams were not merged but, rather, worked indepen-

dently from one another in the first years of the Al-
liance in order to limit coordination costs and avoid
irreversible commitments. Moreover, the implementa-
tion of such coordination mechanisms was hindered
by a high degree of uncertainty: did the partners know
what they wanted to learn from each other? How could

concentrating on the iterative process of revision of
initial conditions that enable mutual learning and, con-
sequently, convergenc®¢z and Hamel, 1998; Doz,
1996. It is our view that this approach is the one best
suited to the problem of exploration. What is at issue is
the scope of both the revision and the devices required
to guide these dynamics effectively. More specifically,

it be ensured that the collaboration would generate pos- we intend to describe the means and levers that Renault

itive outcomes? And if a joint project was the most ad-
equate lever to get to know each other, why would the
parties be willing to involve themselves when the out-
come of such a project was both fuzzy and risky? As
long as there was no formal commitment, both manu-
facturers could refrain from collaboration if the threat
of opportunism outweighed expectations concerning
benefits.

1.3. Combining learning and relational dynamics

Hence, these well-known theories appear to be
limited since they are based either adentified
transactions or interdependencies, orweell-known
objectives or interests. They fail to explain the dynamic
evolution of both the Alliance’s structusmdprojects.

and Nissan have used in order to construct a common
identity.

2. Research setting and methodology

In September 1999, Renault's management was
worried. The decision to develop a common platform
had been taken a couple of months back, but it had
proved to be problematic in many respects. As studies
progressed, it became apparent that there were fewer
shared vehicle components than initially expected. Var-
ious problems had cropped up that were threatening
to disrupt the schedules of various vehicle projects.
Moreover, the relationship between Renault and Nis-

Yet, strategic analysis has gone far beyond the idea san design teams was becoming tense and the interface

of given and pre-defined objectives to show that
strategies are mainly developed in an iterative and
adaptive way, especially in innovative and turbulent
environments Nartinet, 1993; Ponssard, 1994

Instead of studying the forms of and factors involved

was not working as well as had been hoped. The very
legitimacy of the Alliance was at stake. An external

study was therefore commissioned to analyse cooper-
ation on the platform development. The study was de-
signed with a view to understanding the perceptions of

in cooperation, the focus should be on the processes ofboth teams and providing management with a number

cooperation.

of recommendations.
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This situation provided us with the opportunity of 3. A first platform development as a vehicle to
collaborating with the engineering teams in order to explore synergies
analyse their cooperative set-ups and processes. Our
empirical analyses are therefore based on an interven- When the decision was made to develop a com-
tion research methodologyévid, 200). As argued mon platform for the small-medium segment, the idea
by Yin, this method makes it possible to monitor, seemed promising and both manufacturers could an-
in real-time, the evolutions, problems and changing ticipate the benefits from such a joint project. As men-
interpretations of cooperative processes. Case studiegioned above, the platform strategy was a means of get-
methodology is acknowledged as a way of developing ting the teams together and sharing knowledge. But it
grounded theoriegGlaser and Strauss, 1967This had other objectives that have been well documented in
methodology is especially helpful when problems the literature: with the acceleration in product renewal
cannot be evaluated from an external point of view, rates, single manufacturer projects stood accused of
and when it is necessary to interact with the actors to wasting resources on solving recurrent problems and
analyse the problems, describe underlying logics, and not gaining sufficient benefit from past experiences. A
monitor the implementation of experimental solutions. platform strategy aims at counterbalancing this single
In this perspective, the methodology represents quite project focus Cusumano and Nobeoka, 19%hd at
a unique way of challenging prevalent theories and multiplying product variations with shorter lead times.
defining new trends and innovations in a changing According to Cusumano and Nobeoka, this type of co-
business environment, and is especially useful in ordination involves the transfer of the “platform” from
drawing up a picture of the dynamic evolution of one projectto another. Drawing on a comparative anal-
alliances and of their governance structures over time. ysis, the authors demonstrate the effectiveness of the
Case studies actually represent “unique opportunities notion of transfer. For this type of strategy to be set up
for empirical and theoretical interpretation, and a within an organization, suggested solutions combine
means of developing an evolutionary understanding” matrix organizations, involving dual responsibility for
of inter-firm connectionsoza and Lewin, 1999 engineers to improve information-sharing, and com-

The empirical observations concern the initial phase mon development centres.
of the Renault—Nissan Alliance, from October 1999 Naturally, when it comes to manufacturers sharing
until late 2000. They focus on the development of the platforms, the strategy is more difficult to implement.
first common platform for both Renault and Nissan’s But more generally, the main difficulty of platform de-
new vehicles. Interviews were conducted with main velopmentis probably underestimated in the literature:
managers, engineers and technicians who were indeveloping a platform actually has very little to do with
charge of developing or prototyping common parts. atraditional project development. As recent studies on
A further series of interviews was conducted with design activities have showH&tchuel etal., 2001the
designers, architects and experts contributing to someterm “project” is commonly employed to refer to the de-
critical parts of the platform, an area in which problems velopment of technical solutions to a list of predefined
arose. Archival written material was also collected and specifications. All the literature on project management
the researchers attended meetings and strategic boardsieals with the issue of coordinating numerous actors to
French managers appointed in Japan were also inter-converge towards common targets and dead|iGsk
viewed. Several intermediary reports were written with and Fujimoto, 199l There are clear differences be-
a view to gathering reactions, checking the validity tween traditional project management and the devel-
of the data and refining our interpretative framework. opment of a shared platform: in the Renault—Nissan
In the course of the study, an interactive process gave case, neither the concept of the platform nor its speci-
rise to further and more detailed questions. A Japanesefications were defined:
team was asked to conduct additional interviews based
on Nissan guidelines in Japan. The final conclusions e Would a platform consist of a common architecture,
were discussed and validated with both hierarchies. in a series of shared, purchased subsystems? What

In the following section, we present the case of the  would the parameters of this common system be?
development of the first common platform. Would only jointly purchased components be used
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by both companies? Or would they be developed in on free will rather than on the authority of the main
common, or even manufactured in the same plants? shareholder. Hence, the collaboration had to be open-
e And if the scope of the platform were to be defined, ended and to safeguard a sense of equality between
what specifications would be adopted? In view of the partners. These kinds of conditions, it was thought,
the very different features of the planned vehicles, as would encourage both sides to contribute in their own
well as the different markets and regulatory systems fashion. Therefore, neither mutual commitments nor
involved, what would the common requirements for cost sharing rules were formalised; indeed, both com-
a shared component be? panies were free to back out of the Alliance at any time

should a serious divergence of interests ever come to
In order to understand the actual processes and man-ignt,

agerial methods Renault and Nissan adopted, we will ™ these conditions, both organizational principles
distinguish three separate stages. The first consists ofg requirements were limited in scope:
the launch of the collaboration project and the setting

up of coordination devices. The second consists of de- , |, organizational terms, work was to be coordinated
sign work undertaken by the engineering departments among distant teams, which had their own organi-
with a view to appraising the conditions necessary for  ,5ti0nal systems, and their own methods, planning
using shared comppnents. And the third_refers to the  gchedules and rules. Merging the teams was not an
way Renault and Nissan handled emerging problems  ostion. Both manufacturers wanted to maintain their
and came to an agreement on technical specifications autonomy and the Alliance was still too unstable
and joint working methods. to sustain a rapid process of integration. However,
the question of the apportionment of tasks remained
open. After some weeks of uncertainty, it was de-
cided to share the work in a way that fit in with the
schedules of both companies. Since the first com-
ponents were set to be produced in Japan, it was
decided that Nissan should be responsible for devel-
oping the world-wide shared components program.
Meanwhile, Renault would be responsible for the
shared components program for markets in Europe.
This simple principle was agreed on for various rea-
sons: it was acceptable because it was not based on
an evaluation of competencies, and did not require
a formal platform management team. Thus, it pre-

3.1. First phase: planning a joint platform

When the design teams first met in France, they pre-
sented the rough outlines of their planned projects to
each other. Nissan had planned two small cars and de-
tailed studies had already started for the first one. For
Renault, three cars could possibly use the platform:
their palling schedule was not as tight as that of the
Nissan vehicles, but were rather bigger and targeted a
rather higher level of performance than their Japanese
counterparts. It rapidly became apparent that the wheel
base that Nissan was developing was not appropriate
to Renault’s level of expectations. But there was not  served a kind of fair balance between partners and
enough time to go back to the drawing board and start maintained the autonomy of both manufacturers.
from scratch, so Renault’s small and medium wheel o In terms of functional requirements for shared
base architecture was adopted instead. Within a few components, the platform had to support distinct
weeks, cross-functional teams (CFTs) were set up so  projects; it had to be a means rather than an end. Nei-

that experts in specific subsystems could interact di-
rectly with their counterparts. These CFTs rapidly es-
tablished a list of components that could potentially be
developed in common.

However, the target was rather indicative. In fact, it

was based on assumptions which were far from being

validated. With memories of its problematic experience
with Volvo still fresh, Renault was painfully aware of

the precariousness of the Alliance. The French manu-
facturer was adamant that the project should be based

ther delays (Nissan) nor shortcomings in functional
performances (Renault) to any project would be
accepted. Therefore, any shared component would
have to meet simultaneously the requirements of
each and every one of the platform’s vehicles. Such a
stipulation generated major challenges from a design
point of view: the specifications of the different vehi-
cles were likely to be contradictory. For instance, the
climate control system is generally expected to work
continuously in Japan, with a relatively low rate of
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air flow. Conversely, in Europe, the cooling system is
expected to work intermittently, but silently and at a
relatively higher rate of flow. Moreover, the amount
of space in which to install the system varied from
model to model. Inthese conditions, acommon cool- e
ing system would have to meet conflicting criteria
and fit into different, very constrained architectures.
In other words, it would have to achieve the highest
targetsin awide range of performance criteria (costs,
volume, loudness, flow, etc.). Accommodating this
raft of constraints called for an innovative design.

But this was only one of the challenges that the plat-
form had to face. Obviously, the constraints were only
partly known since the other vehicles had not yet been
designed. The interdependencies could be difficult to
anticipate and introduce additional complexity. More
generally, designers had no clear idea of the targets to
be achieved in the various projects. The platform was
intended to be used for several consecutive projects
spread over a period of several years: at this point,
designers had to rely on relatively vague hypotheses
concerning performance requirements and the charac-
teristics of the various projects, and these hypotheses
could still change quite significantly.

3.2. Second phase: exploring common purpose
and procedures

Cultural differences, linguistic barriers and physi-
cal distances are often adduced to explain problems in
emerging collaborative projects. Although these fac-
tors have played an important role in the alliance be-
tween Renault and Nissan, it is probable that the speci-
ficities of the design program were the main obstacle.
An examination of the difficulties that arose led us to
isolate three main coordination problems:

e Firstly, Renault and Nissan adopted a coordination
model based on the concept of delegation. Yet, to
be able to delegate, clear, stable and complete func-
tional specifications are necessary, and as has al-
ready been stated, no such specifications had been
outlined. Moreover, shared components had to meet
the most stringent specifications and be validated ac-
cording to several protocols. Consequently, the col-
laborative process was less a matter of “platform
development” than a question of exploration: pre-
conditions for commonality had to be thoroughly
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examined. The teams had to provide answers to the
following questions: what does common develop-
ment require in terms of resources and is it appro-
priate to the different environments?

Secondly, the specifications were difficult to transmit
because they were ambiguous. When it is stipulated
that a fuel tank be safely attached, how should the
specification be translated into concrete solutions? In
this context, the notion of safety can be considered
from several perspectives.

(a) The case of the fuel tanks is instructive. The
cross-functional team had agreed that having a
common fuel tank would be advantageous. Al-
though Renault and Nissan generally used tanks
with different capacities, which were produced
using different industrial processes, both par-
ties arrived at a consensus about the appropri-
ate technological process and a common shape.
By looking for ways of overcoming their differ-
ences, they were even able to improve their re-
spective solutions. But as the development pro-
cess progressed, a problem concerning how the
tank should be fixed in place arose. The manu-
factures disagreed over the definition of a well-
fixed tank and Nissan refused to accept the val-
idation criteria proposed by Renault. In fact,
the Japanese manufacturer wanted to add some
straps to hold the fuel tank in place in the eventu-
ality of an accident. Despite extended joint stud-
ies designed to measure risks and the quality of
the way in which the component was fitted, Re-
naulttook the view that the straps were an expen-
sive and useless addition to the basic nuts and
bolts system, while Nissan continued to insist
that they were necessary. No compromise was
possible and the fuel tanks were finally devel-
oped separately. This episode demonstrates that
particular functionalities can be appraised in dif-
ferent ways, and that validation procedures can
be specific to individual manufacturers. There-
fore, even when an agreement is reached on the
functional specifications to be met, there can
be divergences in the way that this should be
achieved.

This apparently minor incident reveals the
enormous potential for problems to arise in
cooperative design processes. When attempt-
ing to render their design methods compatible,

(b)
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partners inevitably have to deal with contin- was now, little by little, taking shape. In other words,
gency. Evenwhen expertise has been establishedthe decision to manufacture a shared component could
and appearsto be built on firm foundations, itcan not be taken upstream, but only after sufficient infor-
appear inadequate when compared to other ap- mation and experience had been derived from learning
proaches. Here, both teams had to justify their processes. However, divergent points of view could
method, especially in terms of their validation emerge and call into question shared technical solu-
protocols. For instance, to limit the vibrations tions, the apportionment of tasks, or even the economic
in the steering wheel, Renault usually defined a viability of specific collaborative projects. In this last
maximum dynamic rigidity (measured in N/m). case, and if a shared component were to be dropped
Conversely, Nissan set a maximum frequency from the shared platform, then not only would the
(in Hz): both measurements are valid and rel- physical parameters of the platform evolve, but so too

evant. But defining a common specification on
such a basis is a complicated business; in sev-

would those of the actors involved.

eral cases, the partners had to apply a double 3 3. Third phase: tensions and evolutions of initial

validation process.

e Lastly, another problem arose in regard to burden

sharing. Despite initial agreement, as design stu-

settings, drifts or adjustments?

Finally, when compared to initial expectations, the

dies progress, differences in the nature of the work final percentage of shared components may have ap-
required to develop various components became ap-peared disappointing. But should the Renault—Nissan

parent. As aresult, the apportionment of tasks some- collaboration be evaluated according such criteria? In
times seemed unfair. In some cases, the fact that two our view, the final diagnostic must be tempered.

manufacturers were working together made the de-
velopment process much more complicated and used®
up a good deal of resources. For instance, the cool-
ing system was not an issue in projects undertaken
separately, but it proved to be extremely difficult to
design one for the common platform. In this case,
the manufacturer responsible for development was
willing to go it alone. Conversely, for other com-
ponents, a number of innovative technical solutions
were developed. In these instances, both manufac-
turers wanted to develop the components separately
so that they could assimilate the new technology
more efficiently and replicate it on their other ve-
hicles. The cross-segmental commonalities within
particular models sometimes appeared to be greatere®
than those between Renault and Nissan. Through the
learning and design processes, both teams reached a
deeper understanding of what was hindering the de-
velopment of a common platform, and were finally
able to isolate and eradicate the problems that were
holding them back (shortage of resources, deadlines,
interference from other interests).

As a result, the two manufacturers were gradually

The decision to remove some components from the
common platform can only be seen as a failure if the
decision was perceived as being unfair or unjustified
by one of the partners. Indeed, this did occur, es-
pecially when such decisions were taken late in the
development process. Whenever one of the partners
backed out of a shared component project, the pro-
cess had to be started again from scratch, and any
investment in prototyping, tooling and purchasing
was lost. These episodes often led to quite fiery dis-
cussions, especially when one of the partners backed
out late in the process, thus creating the impression
of a waste of effort and resources.

Conversely, the removal of a component from the
scope of the platform could be justified when its
development appeared too complex or too risky.
Indeed, backing out could effectively constitute a
wise decision in terms of avoiding unsatisfactory
compromises. It should be noted that apportioning
areas of the development process to either one of the
two partners separately was not necessarily seen as
a failure. After all, any analysis of the possibility of
developing common components may produce the

conclusion that risk and expense outweigh projected
benefit and that it would be better to apportion tasks
separately.

able to define specifications, validation criteria, re-
source requirements and technical solutions. Whereas,
initially, the scope of the platform was uncertain, it
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e Moreover, it was rare for either of the parties to potential tensions. A Platform Management Team
back out of a joint project. We observed that both was set up in 2000 to facilitate these transitions and
teams were willing to work with each other in the to find satisfactory compromises. But sometimes, the
design process to find joint solutions. Indeed the arbitration of the Global Alliance Committee (GAC)
design process was more complex than merely itself (which included top managers) was needed to
sharing development costs and required a good endorse and confirm new shared orientations.
deal of time and effort. In some areas, there was  Finally, it seems that Renault and Nissan, apart
clearly a shift from a delegation mode to either a some very rare crises, succeeded in managing the
co-development or separate development mode. various evolutions and adapting both the scope of the
But these approaches also created tensions. Variousplatform and the governance structure in a consistent
reasons can be adduced: firstly, in view of the fact way. For instance, once the parties’ interests were
that the initial justification of the joint platform was  better known, supplier selection rules were clarified.
to make cost sharing possible, the co-development New structures were created (for example, RNPO and
approach could have been seen as an unwarrantedRNIS in 2001). Finally, the partners were able to jointly
compromise, since, in some areas, it pushed up de-announce, on 30 October 2001, a new phase of their
velopment costs considerably due to the complicated collaboration, strengthening their mutual involvement,
technologies involved and the double validation pro- with Renault increasing its share from 36.8 % to 44%
cesses necessary to meet requirements. Secondlyand Nissan acquiring 15% of the French firm. The
when Renault wanted to apply its own validation two manufacturers completely safeguarded their oper-
procedures and asked to participate in discussionsational autonomy, but the strategic management side
with suppliers, Nissan took umbrage, perceiving the was reinforced through the creation of Renault—Nissan
move not only as being indicative as a lack of trust BV, a joint equity venture constituting the Alliance’s
but also as an unwelcome form of interference. centre for strategic command and global coordination.

How, then, should the results of the joint platform
development be evaluated? Clearly, there were some4. Discussion
positive elements. Whatever the success of the initial
platform, the real purpose of the project was to serve  The Renault—Nissan joint platform development
as a vehicle for co-learning processes. Not only did clearly differs from traditional projectsfatchuel etal.,
each partner get to know the other one, but they also 2007) in that its scope, its specifications, and the areas
cleared common ground for further collaborations. For of expertise required were not identified in advance.
instance, purchasing methods have been standardisedOn the contrary, they were generated by the process of
and common procedures to share information set up. collaboration, whose purpose was to define them. In
Furthermore, more often than not, Renault and Nis- that sense, traditional economic analysis is inappropri-
san developed joint research programs to harmoniseate: it would be almost impossible to compare the eco-
their validation protocols, re-examine their traditional nomic advantages or disadvantages of various gover-
procedures and re-build their expertise in some critical nance structuresin a projectwhose final parameters had
domains. yet to be determined. Simultaneously, an interpretation

Therefore, from the point of view of cooperation, framed interms of power, bargaining relationships and
the mere fact that one or other manufacturer backed outmutual dependency would be inadequate as a vehicle
of certain specific projects implied neither the failure for describing the specificities of the actual processes
nor the end of the collaborative process. This was involved. An interpretation based on relationships, sta-
mainly possible thanks to managerial evolutions: each bilisation and trust-building would be also fall short.
potential problem generated a number of revisions to In fact, as we have seen, the decision to put an end to
the “initial conditions”; whenever a component was collaboration on specific projects can result either in
removed from the common scope of the platform, joint development, in the termination of the relation-
or the coordination model shifted from delegation ship, or in new forms of cooperation based on research
to co-development, it became necessary to assuagequestions based further upstream.
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Indeed, the way in which the collaboration devel- (2001)has demonstrated, an “expandable rationality”;
oped is characterised by two different design processes.the task of the engineering teams was to expand the
As Hatchuel (1996argues, relationship dynamics and set of possible solutions. In other words, it is never in-
learning processes cannot be considered separately. Ottrinsically possible to develop a given component in
the one hand, collaboration results in the specification common and it is never intrinsically advantageous to
of common projects: in 2001, Renault and Nissan de- work in tandem. The success of a joint development
fined several issues, including joint projects and com- project depends on all the design choices, including
mon research questions. On the other, it defines their organizational choices, made throughout the develop-
relationship in terms of selected common goals. ment process3egrestin et al., 2002

Accordingly, a common approach to organization
and emerging issues was gradually developed with a
view not only to generating a list of shared compo-

The platform was defined gradually: from initial nents, but also to addressing a number of problems that
projections, the scope of shared component design andcould not have been solved within the parameters of
manufacture was refined and functional requirements the original development platform.
specified. Accordingly, coordination mechanisms were
sub_stgntlally revised: both the shared_ components and, 2 The construction of a collective identity
the joint development approach applied to them were

developed and revised step by step in order to accom-  cqgperation on the development platform did, how-
modate the interests of both Renault and Nissan. But, ever, produce another outcome. As a matter of fact,

paceDoz's iterative analysis, modifications to initial  gyring the cooperation process, a collective identity
expectations and conditions generated by the 'eam'”gemerged. This can be seen in two ways: firstly, a com-

process are not the only fruit of cooperation. Active 1,5 goal was constructed; and, secondly, rules and
management also plays a crucial role, a role which we regulation devices were set up.

shall examine now.

The cross-functional teams were set up to map con- ¢ On the one hand, both Renault and Nissan have
ditions for joint development. Each team was given  learned more about the advantages of collaborating
the assignment of reporting on all factors necessary for with each other. Initially, the advantages were
making appropriate decisions concerning whether or  considered “virtual”, but by the end of the process,
not Renault and Nissan would collaborate on specific common purposes had been defined and both
shared component projects. It should be noted that the partners had a clear idea of the conditions required

4.1. A collective joint goal design process

result of these preliminary investigations was largely
dependent on a raft of factors, including the way in
which the feasibility study concerning shared compo-
nents was conducted; the way in which coordination

principles were defied; the technical options selected;

the suppliers consulted; and, lastly, on validation pro-
tocols. The viability of shared components is not only
confirmed or invalidated by the studies: shared com-
ponents have no intrinsic value, but any value they do
have will depend on the way in which the collabora-

tion is conducted. In other words, the task of the CFT
was not to evaluate the feasibility of various solutions,
but to design the components according to a list of

prerequisites. And when difficulties were encountered, o
the various options were discussed again and eventu-

ally revised in order to arrive at a satisfactory com-
promise. In design activities, there existsHetchuel

in order for their involvement in the platform to be
beneficial. It was decided that certain components
and areas of expertise were inappropriate to the co-
development platform. However, the manufacturers
were able to identify potential areas of development.
For instance, the joint development program led
them to analyse their validation procedures. In some
areas, the cooperation process clearly provided
an opportunity of reviewing and refining areas of
expertise. In this sense, cooperation also contributed
to defining both the group and its potential common
interests by delimiting the scope of viable common
projects.

On the other hand, the legitimacy of joint action
was not established from the beginning. Renault
was always careful to invite Nissan to collaborate
only insofar it was in line with its own interests.
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The manufacturers agreed to take part in projects any analysis of inter-firm collaboration processes. We
on a conditional, case-by-case basis, and it was will now examine these factors before moving on to a
stipulated that the collaboration would continue discussion of the managerial implications.
only if it continued to serve the interests of both
parties. Yet, while there was no mutual liability in  5.1. A dual framework
the early stages of cooperation, the process has,
naturally, given rise to areas of conflict. After long In order to understand the process of collective iden-
and expensive studies, Nissan could not agree to tity building, two interrelated design processes must
Renault changing its requirements or deciding that a first be taken into account. In our view, they are both
particular component would no longer be part of the related to the pioneering work of Chester Barnard on
joint platform: what is now accepted as legitimate “formal organization”. What makes a group of indi-
behaviour has evolved over time. Here again, we viduals a group or an organization? Barnard defines
observed that the process of rule building was an organization as “a system of consciously coordi-
actively managed; indeed, basing its approach on nated activities or forces of two or more persons”.
the results of the learning processes, managementThis system depends on three elements: a willing-
revised the rules step-by-step, leaning either towards ness to cooperate, a means of communicating, and the
a more explicit form of commitment or a more existence of a “common purpose” regarded as legiti-
open framework. At each stage, the onus was on mate by all the individuals involved. Barnard explicitly
fostering the conditions of possibility necessary for mentions two factors that managers should take into
collaboration to flourish. As long as there was no accountt
clear agreement on specifications and coordination
procedures, the parties remained autonomous. In-5.1.1. Coordination
troducing explicit cost sharing rules probably would Most studies on management have addressed the
have created insurmountable difficulties in the early concept of coordination in the sense defined by
days of the Alliance. Yet, there came a time —i.e., Mintzberg (1981) and, traditionally, managerial ac-
when one of the partners committed itself to large tion refers to mechanisms of coordination to achieve a
investments — when these rules had to be clarified. common objective. Basically, coordination reflects the
object on which the process of cooperation focuses.
In this context, management had to be aware of all Clearly, it refers to related knowledge and to efficiency
the specificities of the various parts of the platform criteria required to specify and concretise this object
and of the way the studies were progressing. A uni- from a collective point of viewHatchuel, 1995 Or-
form management approach would not have been ableganizational mechanisms that support coordination are
to deal with such a h|gh|y volatile situation. |ndeed, related to ]0b sharing moda"tieS, prescription, and re-
every time tensions emerged, it was due partly to the porting and control systems, as well as to interactions
fact that there was a degree of incompatibility between gnd collective learning devices.
the legitimising framework and the design problems Byt as an analytical tool, coordination in and of it-
encountered. self is inadequate, since it does not take into account
either the willingness of the actors to participate, or
the legitimacy of the “common purpose” in which they
5. Towards a renewed analytical framework might or might not become involved. Using coordina-
tion mechanisms in isolation from all other factors, it
Bearing these points in mind, how can we best define would be impossible to distinguish a centralised firm
the identity of the Alliance? What kind of framework from a centralised network of suppliers, or even from
is best suited to preserving the identity of the two par-
ties while at the Sa.me time epcouraglng the emerg?ncemauthors have suggested quite similar actors@andori
of a new one? Which theoretl,cal_ Concept can take into (2001) Sobrero and Schrader (1998)milarly, in a discussion of le-
accountboth autonomous activities and interdependen-ga| functions, Salbu makes a distinction betweeardinationfunc-
cies? It appears that two factors must be considered intions andcontrol functions Galbu, 199Y.
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a sports team. Consequently, a second factor must beTable 1

considered if the nature of relationships and what dis- The two dimensions of cooperation
tinguishes a collective from a collection of individuals Coordination

is to be properly understood.

Cohesion

Refers to
Object, problems, concepts
Knowledge and competencies
Efficiency criteria

Common purpose
Preferences and interests

5.1.2. Cohesion System of legitimacy

_ The second factor, which we shall refer t_o as “cohe- Instrumented by
sion”, has also been the focus of a substantialamountof ;54 sharing
attention in various academic fields. Economists study
governance structures as a means of organizing incen- Prescription, monitoring, reporting
tives and aligning interests in accordance with a com-
mon goal. But more generally, as Barnard has pointed
out, an order-giving or governance structure is effec-
tive only insofar as it is legitimate. In other words,
it must be understandable and acceptable. Collective

action requires a system of legitimacy, as defined by 4 The aim of coordination is to build common purpose

Laufer (2000) Laufer and Burlaud (1997)n agree- (platforms, joint opportunities and related capabili-
ment concerning acceptable means of settling possi- tjes).

ble diSputeS. Cohesion is therefore the framework that e The aim of cohesion is to create to conditions of pos-
makes it possible for collective action to take place.  gibility for collective action by building a common

In this respect, legal procedures play a dominant role:  |egitimate purpose and a system of legitimacy, which
while it is true that there may be various sources of  enaples partners to agree on a common purpose and
cohesion within a group, private regulation systems  on the rules governing it, however open-ended they
are not alternatives to the legal system, although they  might be. Partners need some kind of framework, of-
can be enabled and organized bySe(verin, 2000 fering certain guarantees, before committing them-
Moreover, from a methodological point of view, for-  selves. In the Alliance, the primary guarantee was
mal rules and legal devices are very often defined and  the possibility of leaving the partnership. However,
studied as tangible instruments of cohesion: it is fre- 3t the same time, both partners were aware that col-

quently assumed that the cohesion of partnerships can  |aporation would give rise to a number of mutual
be schematically described in reference to the rules |igpilities.

defining the conditions of entry into or exit from them,
the rules defining results or opportunities and the anal- ~ The preceding section demonstrates that both de-
ysis of sharing procedures or risk assumption, and the sign processes are interdependent and have to be
rules that define who is allowed to take what kind of managed consistently. Both factors have progressively
decision. been shaped and their evolutions characterise the
At this stage, we can consider that any collective Alliance’s cooperative itinerary.

identity is likely to be analysed according to these two
factors. They are summarizedTable 1

Agreement on means to
settle disputes
Entering and leaving
conditions
Risks assumptions,
results sharing
Decision legitimacy

Collective learning devices

e Initially (position 1 in Fig. 1), the creation of the
Alliance was motivated by a willingness to exploit
potential synergies. The joint platform project was

5.2. The co-evolution of coordination and launched to explore these synergies and the condi-

cohesion

Whereas in more traditional organizations or inter-
firm relationships, at least one of the two factors de-
scribed above is likely to be defined and stable, the
Renault—Nissan Alliance is characterised by the fact
that both are precarious.

tions in which they could be achieved. At this stage,
cohesion was very open-ended and unstable: top
managers from both Nissan and Renault continu-
ally stressed the importance of brand autonomy, and
both firms were anxious to maintain their operational
freedom. It was decided that the creation of a formal
decision-making structure should be postponed. It



B. Segrestin / Research Policy 34 (2005) 657-672

was only in January 2000 that a Platform Manage-
ment Team was set up.
As a result of the learning processes, coordination

(the scope of the platform and the coordination

mechanisms required to develop it) was modified to

take into account the interests of both manufacturers.

But at the same time, the joint project was a means

of mapping the interests of both parties and identi-

fying critical issues as new strategic goals emerged.

Both common purpose and collective identity were

shaped by the collaborative process. Different paths

were followed:

i. Partners were able to find satisfactory solutions
to the problems encountered in developing
shared components, even if revisions to job
sharing rules proved necessary. Rules governing
risk analysis and cost sharing were established
at the beginning of development phases. The
partners then embarked on more traditional
co-development processes (positiorfrigy. 1).

ii. Partners learned about the kind of areas of

expertise and resources required for a successful

co-development project. Whenever the use
of such resources was incompatible with the
strategy of one of the partners, the project for a

particular shared component was abandoned and

coordination and cohesion were modified ac-
cordingly (position 3Fig. 1). But new issues that
the partners wanted to explore jointly also arose
(for example, model crash tests highlighting the
quality of fuel tank fixtures). In such situations,
the collective goal was not characterised by joint
development, but became, rather, a joint research

COORDINATION
1G]
Coordination | Joint research program
Exploration

)
(3)

Separate development ~COHESION

(2)

Stabilized | Co-development

Coordination
Stabilized
Cohesion

Cohesion
Exploration

Fig. 1. The dynamic of the Alliance.
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program, with coordination reoriented towards
more exploratory issues requiring a distinctive
cohesion framework (position &jg. 1).

In this respect, although it was very difficult to
predict outcomes, the process was closely supervised
and directed by the management: technical choices
and decisions relative to coordination mechanisms

were made according to perceptions about how the

respective interests of Renault and Nissan would
be served by collaborating on the platform. But no

thoroughgoing evaluation of the interests of the two

manufacturers was carried out upstream, and, in

that sense, the purpose of the preliminary studies
was to define potential problems as well as potential

opportunities for each partner. Cohesion was then
modified transversally in order to take coordination
into account. At the same time, the joint project was a
means of strengthening common purpose: the platform
development helped to identify what was not relevant
for the Alliance and to specify its legitimacy.

5.3. Managing the interplay between coordination
and cohesion

In this context, how can we best interpret the role
of management in the collective identity building pro-
cess? The role of the Platform Management Team was
not to define the kind of contribution the two manu-
facturers would make to the collaboration. In fact, the
Team had two different tasks:

e Firstly, management was responsible for coordina-
tion, or, in other words, for modifying the scope of
the common platform and of job sharing decision-
making procedures as and when the legitimacy of
the collaboration was affected by its various evolu-
tions. The learning process was further stimulated
by defining the risk of either party backing out of
specific joint projects downstream and by compa-
ring methods, standards and validation protocols. In
this respect, we interpret the platform development
as a means of exploring potential common interests,
and identifying potentials for shared learning expe-
riences and new (research) projects that could be of
benefit to both manufacturers.

Secondly, management had to adapt the cohe-
sion factor in line with the progress of the stud-
ies. Whereas predefined rules governing mutual
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commitment or cost sharing introduced upstream
may well have been fatal to the entire collaboration

process, such rules proved necessary once the learn-

ing processes were underway. The major issue was
how to define not only the conditions of possibility
for collaborative action, but also how both manufac-
turers could be allowed to revise their own strategic
intentions and commitments on a stage-by-stage ba-
sis in line with the learning processes.

The main issue is the existence of a dynamic man-
agement able to continuously adjust coordination and
cohesion $egrestin, 2003 It seems that, apart from
very occasional crises, Renault and Nissan, were able
to manage this evolution over time and adapt both the
scope of the platform and the governance structure in
a consistent way.

6. Conclusion

This case study shows how an inter-organizational
relationship has to be managed in order to build a col-
lective identity around a consistent “common purpose”.
Neither governance structures nor joint projects were
determined in advance and the role of the management
consisted of monitoring both these design processes.

These conclusions lead us to a discussion of some
of the prevalent ideas in the literature.

e Firstly, as noted earlier, researchers have paid a
great deal of attention to the stability and longevity
of inter-firm relationships as indicators of suc-
cess. We may, however, question whether stabil-
ity or longevity can be considered indicators of
success irrespective of the context and purpose of
the relationships. As noted elsewhekéafshall and
Segrestin, 2002 prevalent definitions of success
can be misleading/frino and Doz, 2000; Koza and
Lewin, 200Q. The case we studied shows that the
termination of an IOR does not imply that is has
failed if the common purpose consists precisely of
exploring possible joint interests.

Secondly, the discussion of this case shows that a
new form of organizational entity has been devel-
opedFig. 2illustrates various forms of relationships
defined within the framework outlined in this article:

a sale transaction corresponds to a well-defined ob-
ject on both the coordination and cohesion axes. A
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COORDINATION

Coordination
Exploration

Exploratory
Partnerships

Firm

COHESION

Negotiation

Stabilized

Coordination sale

Cohesion

Stabilized Exploration

Cohesion

Fig. 2. Atypology of partnerships.

firm would constitute a group in which cohesion is
stable, but whose nature can be very open-ended.
Conversely, negotiation refers to a precise object,
but also implies a high degree of uncertainty insofar
as partners and the rules of cohesion are concerned.
These situations are relatively familiar. But, during
its first two years, the Renault—Nissan Alliance con-
stituted a different configuration: a partnership in
which both collective identity and common goals
were ill-defined.

Our analysis highlights a very specific form of “hy-
brid organization”, one destined to mutate continually.
This “mutational entity”, which we term agxploratory
partnership has succeeded, in a manner specific to it-
self, in taking into account its own particularities.

In this paper, we have discussed a number of the
managerial implications of our analytical framework.
While these mutational identities are important in the
economic sphere, they may have even broader implica-
tions at the institutional level. It would be legitimate to
ask whether a new kind of legal framework, something
along the lines of a new form of partnership or corpora-
tion, might be appropriate for this type of organization.
Business law arrangements are often heavily criticized
for their formalism and rigidity. Yet, contractual free-
dom allows actors total flexibility in terms of defining
status. This is effectively the kind of freedom Renault
gave Nissan. But most of the legal devices and working
arrangements employed by the Alliance were chosen
in order to produce solutions to problems specific to
particular transactions or projects. None of them were
explicitly designed for “mutational partnerships”. The
question of whether, from a policy perspective, it might
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not be helpful to define a legal framework in which the
transformation of a group and its purpose could be or-
ganized is an interesting one. For example, in this type
of collaboration, it could be compulsory to establish
procedures for defining a contingent and conditional
horizon of the scope of the partnership. The go-
vernance structure could also require the implementa-
tion of specific procedures and techniques for ensuring
that the relationship between coordination and co-
hesion remained stable. Such a framework would
doubtless help to keep conflicts to a minimum and
ensure the partnership’s survival. It would also make
the joint exploration of new business opportunities a
less complicated process. The question of whether the
success of the Renault—Nissan Alliance could only
have been achieved through managerial innovations, or
whether it might also have been achieved through a new
legal form of partnership is a central issue for policy
makers.
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