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Summary

The p u rp o se  of this s tu d y  is to exam ine strategic alliances b e tw een  
large, established and  small, evolving firm s, in  the softw are ind u stry  in  
Ireland. The core objectives are to develop an u n d erstan d in g  for w hy 
cooperative agreem ents b e tw een  large and  sm all firm s are in itia ted ; 
and  how  such relationships are in itiated , im plem ented  an d  developed 
over time.

U ntil recently, strategic alliances w ere exceptions to norm al operations 
since they  w ere  form ed o n  an  ad hoc basis to dea l w ith  specific 
situations generally linked to p ro d u c t access and  m arket control. Due 
to the significant changes occurring  in  the business env ironm en t, the 
focus on  s tra teg ic  alliances has m oved  to  a p o in t w h ere  th ey  are 
becom ing the ru le  ra ther th an  the exception. A strateg ic alliance has 
b een  d efin ed  as a linkage b e tw een  com panies to  jo in tly  p u rsu e  a 
com m on goal -  a collaborative agreem ent w hich m ay be v iew ed as an  
in te rm e d ia te  p o s itio n  a lo n g  a sp ec tru m  of in te r-f irm  d ea lin g s , 
encom passing arm s-length  transactions a t one end  and  full m ergers at 
the other.

This s tudy  rejects the notion  of theory verification, w hereby  one w ould  
develop  objectives, deduce hypo theses w hich  are th u s  sub jec ted  to 
some form  of em pirical testing. Instead , it has concentrated  its efforts 
on the discovery  of concepts w hich  lead to theory on  the developm ent 
an d  im p lem en ta tio n  of stra teg ic  alliances b e tw een  sm all an d  large 
com panies in  the com puter industry . Since there  exists a re la tive ly  
th in  theoretical base concerning cooperative agreem ents betw een  large 
and  sm all com panies in  the literature, a core objective of this s tudy  w as 
to in teg ra te  a nu m b er of p h en o m en a  w hich  has b een  ob serv ed  in  
practice by  m anagers. The resu lt of this is a descrip tive m odel of a 
com plex  sy s tem  of in te r - re la te d  issu e s  w h ic h  d e te rm in e  th e  
developm en t of cooperative re la tionsh ips be tw een  large, estab lished  
and  sm all, evolv ing  firms.

C hapter O ne explores the concepts and  theories developed  by  previous 
a u th o rs  co n cern in g  aspects  of s tra teg ic  a lliances. The ch ap te r



com m ences w ith  an  exam ination of factors w hich  have forced change 
in to  the env ironm ents of m ost o rganisations. This is fo llow ed w ith  
the search for a defin ition  of an alliance and a review  of the different 
aspects of the stra teg ic  alliance. The ch ap te r is co m ple ted  w ith  
particu lar em phasis on alliances betw een large and  sm all firms.

In the Second C hapter, a strategic review  of the softw are industry  in  
Ireland  is developed. It exam ines the in d u stry  b y  d iv id ing  com pany 
types into tw o subsections - ind igenous and  foreign-ow ned. Forces of 
change w hich  influence the ind u stry  are exam ined and  key trends are 
identified. A discussion on strategic alliances in  the industry  completes 
this chapter.

The T hird  C hap ter exam ines the changing  perspectives of m arketing  
research m ethodology over the years. It debates the scientific natu re  of 
m ark e tin g  a n d  th u s , m a rk e tin g  research . It ex p lo res  a reas of 
e thnography  and  phenom enology and  proffers the no tion  of the case 
s tudy  as a legitim ate research tool.

C hap ter Four p resen ts the research  design  w here  core objectives are 
discussed and  propositions are developed. The choice of the case study 
is justified  and  advantages and  lim itations of the chosen m ethodology  
are discussed. The process of data collection and  analysis are described.

In  C h ap te r Five the case h is to ry  is p re sen ted  w h ich  is b ased  on 
inform ation  gathered  over a one year tim e period. It com m ences w ith  
som e b ack g ro u n d  on D ascom  - the Irish  so ftw are  co m p an y  u n d e r 
in v e s tig a tio n  - w h ich  is fo llo w ed  by  som e b a c k g ro u n d  m ark e t 
in fo rm ation . R ela tionsh ip  ag reem en ts  are th e n  o u tlin ed  an d  the 
d ifferent decisions and  behav iours associated w ith  strategic  alliances 
are docum ented. The chapter concludes w ith  the situation, as it stands, 
at the p resen t time.

The Sixth C hapter presents an  analysis of the case using  cause m apping  
to analyse the stream s of decisions an d  behav iou r occurring  th ro u g h  
the phases of in itiation , im plem entation  and  developm ent of strategic 

alliances.



In  C hap ter Seven the au th o r develops a theoretical m odel, based  on  
the  causal m ap  p resen ted  in  the p rev ious chapter. A n explanation  is 
offered  an d  the  key research  objectives and  p ro p o sitio n s  addressed . 
Based on  the m odel developed and  the conclusions derived, a num ber 
of m an ag eria l im plications are deducted . F inally , fu rth e r  research  
recom m endations are proposed .



Chapter 1

LITERATURE REVIEW



1.1.0 Introduction

This chapter explores the concepts and theories developed  by previous 
authors concerning aspects of a strategic alliance. It is an  attem pt, not 
to develop  categories for fu rth e r m easu rem en t an d  quan tifica tion , 
ra th e r, to help  the au th o r u n d e rs ta n d  the  su b stan tiv e  area u n d e r 
investigation. The litera tu re  is used  m ainly for in form ing ra ther than  
as d a ta  for analysis. Its u sefu lness is o ften  u n d e r-e s tim a ted  by  
researchers. G laser an d  S trauss (1969) d raw  an  in te restin g  para lle l 
betw een library procedures and  field work:

There are some striking similarities - sometimes obvious although 
often overlooked - between field work and library research. When 
someone stands in the library stacks, he is, metaphorically, surrounded 
by voices begging to be heard. Every book, every magazine article, 
represents at least one person who is equivalent to the anthropologist's 
informant or the sociologist's interviewee (p. 163).

The chap ter com m ences w ith  an  exam ination of factors w hich  have 
forced change in to  the env ironm ents of m ost o rgan isa tions. This is 
follow ed w ith  the search for a definition of an alliance and  a review  of 
the different aspects of the strategic alliance. The chap ter com pletes 
w ith  particu lar em phasis on alliances betw een large and  sm all firms.

1.2.0 Forces of Change

W ealth is no  longer m easured  prim arily  in  term s of ow nersh ip  of fixed 
physical assets, b u t ra ther in  term s of tim e-critical access to n eeded  
resources an d  to know ledge-in tensive  v a lu e -ad d ed  operations. The 
va lu e-ad d ed  d im ension, m oreover, will be the decid ing  source of the 
com parative advan tage requ ired  for industria l com petitiveness. This 
shift in  the basis of w ealth  form ation is a m ajor b reak  w ith  the past, a 
d iscontinuity  that is driven  by  accelerating forces of change (M errifield, 
1992, Sako, 1993).

O ne of these forces involves a ra p id  expansion  in  technology w hich  
has created about 90% of all scientific know ledge over ju st the last 30 
years (M errifield, 1992). This know ledge base is likely to  double again  
in  the next 15 years, reducing  p ro d u c t and  process life cycles often  to
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less than  5 years, and  rendering  facilities and  equ ipm en t obsolete long 
before their currently  estim ated  useful lives can be realised . N othing 
on  this scale w ith  such  p ro fo u n d  effects has ever h ap p en ed  before 
(James, 1985, N ueno and O osterveld, 1988).

A n im portan t elem ent of the technology explosion is an  exponential 
increase in  ease of com m unications. In fo rm ation , technology and  
capital can now  flow  w ith  the speed  of ligh t to w h erev er they are 
needed and im pact on bo th  first and th ird  w orld. As a result, the lesser 
developed  countries have now  becom e aw are of, an d  asp ire to, the 
quality of life they see in  the developed countries. A bout 88% of w orld  
popu la tion  live in the lesser developed countries, w h ich  are currently  
ab ru p tly  en te rin g  g lobal m arkets  an d  cap tu rin g  m ark e t share in  
existing industries w ith  low -cost labour and  n a tu ra l resources. This 
leads to overbu ild ing  w orld  capacity in  basic businesses. Subsequent 
price erosion then  resu lts in  governm ent subsid ies to  p reserve  jobs, 
and  in  trade barriers to protect local production , how ever, it also tends 
to destroy the business for all global competitors.

A few developed  nations have adop ted  'targeted  in d u stry ' strategies, 
w hich  assem ble vertically  in teg ra ted  consortia. These are designed  
w ith  heavy governm ent subsidies (essentially a zero cost of capital) to 
capture m arket share in  selected industries w ith  p red a to ry  pricing  i.e., 
dum ping. Loss of com petitiveness in  these industries is an  inevitable 
consequence for m any established com panies, particu larly  those w here 
en trenched  bu reaucracies resis tan t to change, im p ed e  the ab ility  to 
adjust in  time.

The recession of the late 1970s and  early  1980s has h ad  a p ro fo u n d  
im p ac t on th e  b u s in ess  en v ironm en t. H ig h  g ro w th  tu rn e d  in to  
stagna ting  d em an d  for m an y  p roducts  and  services an d  com panies 
w ere faced w ith  increasing levels of com petition in  the fight to secure 
m ark e t share in  co nd itions of low  g ro w th  or dec lin ing  d em and . 
Survival or g row th  u n d e r such  conditions d ep en d  on the ability  of 
firm s to  take business aw ay  from  com petito rs, to p ro tec t ex isting  
business from  com petitive  attacks, an d  to  d e te r  com petito rs from  
aggressive acts.
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The costs of com peting in  an  increasingly com plex environm ent have 
escalated. A p e rio d  of su sta in ed  inflation; th e  heavy  ex pend itu re  
required  to develop and bring to m arket new  technology, processes and 
products; the g row th  in  and  com plexity of regu la to ry  com pliance; the 
need  to com pete on  an in ternational basis and  the increased m arketing 
costs w ith  com peting in  a m ature m arket have com bined to increase 
business expenses (James, 1992).

Political in te rv en tio n  in  business has increased . W hile m uch  early  
legislation w as aim ed at curbing business abuse, legislation in  the 1970s 
w as triggered by political concern of the effects of business activity on 
the env ironm ent, h ea lth  and  safety and  co rru p tiv e  practices. In  the 
1980s the significant trad e  im balances p a rticu la rly  be tw een  the W est 
and  Japan  b eg an  to trigger a ro u n d  of p ro tec tio n ism  d esig n ed  to 
safeguard  in d ig en o u s com panies in  the U n ited  States and  W estern  
Europe. These legislative changes have n o t only  m ade the operating  
env ironm ent of the firm  m ore com plex b u t also costs of reg u la to ry  
com pliance have risen substantially adding  to the expense spiral.

1.2.1 Mergers - an Organisational Panacea
M any corporate  executives, concerned ab o u t su sta in in g  g ro w th  and  
s tay in g  com p etitiv e , consider m erger an  o rg an isa tio n a l panacea. 
Economists and  organisational researchers have been  try ing  for years to 
discover w hy business m ergers are so attractive to business executives. 
Yet, m ost research  has ind icated  th a t m ergers are n o t an  a ttractive 
investm ent relative to  o ther opportunities (Lubatkin, 1983).

D uring the course of a m erger, the em ployees of bo th  firm s w ill suffer 
from  u n rest. C o m b in ed  s tra teg ies  n eed  to  be fo rm u la ted  an d  
im plan ted ; pow er and  control issues need  to be resolved. O ften the 
expectations of the m anagem en t of b o th  com panies are no t realised  
(Feinstein, 1986). M any com panies are acquired  at a p rem ium  (w hich 
perhaps exceed 100 p er cent) over the p rev ious m arket values. If the 
m arket price is an  accurate predictor of firm  value, as m ost econom ists 
w ill argue, th en  any prem ium  over m arket value p a id  by the acquiring 
firm  is w aste (H arrison, 1987).
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In terest expenses are only one p a rt of the cost of new  deb t th a t is 
usually  necessary  to finance a large m erger. N ew  deb t increases the 
leverage of the m erged  corporations, th u s  increasing  financial risk. 
The im age of a com pany can suffer greatly  before, du rin g  and  after a 
take-over. M any people resent large com panies or fear th a t they have 
too m uch pow er. O thers do not like the idea that a giant firm  is able to 
engulf a sm aller firm  against its will. A n u nw illing  ta rge t com pany 
can capitalise on  these  feelings th ro u g h  press releases and  public  
interview , w hich  increase the bad im age of the acquiring firm.

The m ost frequently  cited reasons for engaging in  m ergers are g row th  
in  sales, g row th  in  earn ings, investm en t of excess cash, red u ctio n  of 
dependence on  one business area and  im proved  m anagem ent of the 
acquired firm. H ow ever, com panies do no t have to resort to  m erger to 
achieve such  results. Some of the alternatives m ay  be seen in  Figure 
1.1

Figure 1.1 Alternatives to Merger

Strategic Thrusts

Resource
Combinations:
Marketing
Finance
Technology
Production

Licensing M arketing
A greem ents

Joint
Ventures Franchising Consortia

Private
Label
Agreement

Buyer-
Seller
Agreement:

Source: James, 1985, p.77
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1.3.0 Strategic A lliances

A lliances b e tw een  com panies have long b een  a modus operandi in  
business. U ntil recently, business alliances w ere exceptions to norm al 
operations since they  w ere fo rm ed on an  ad hoc basis to deal w ith  
specific s itu a tio n s  generally  linked  to p ro d u c t access an d  m ark e t 
control. D ue to  the significant changes occu rring  in  the business  
env ironm ent, the focus on  strategic alliances has m oved to  a p o in t 
w here they are becom ing the rule rather th an  the exception. As Figure
1.1 show s, alliances offer n u m erous a lternatives to the tra d itio n a l 
option - and  m ost frequently  used - m ergers.

To m anagem ent n u rtu re d  on the long-run  success of the 'big-is-best' 
school of strategy, re lian t on  go-it-alone organic g row th , the m ove to 
s tra teg ic  a lliances w as a m ajor change in  d irec tion . For m ost 
c o m p an ie s  th e  a c tu a litie s  e m e rg in g  b y  th e  m id -1980s w ere  
continuously  d im inish ing  m argins b ro u g h t about by  escalating costs, 
increasing com petition as well as other forces of change. This increased 
vulnerability  began  to focus m anagem ent a tten tio n  on  less o rthodox  
stra teg ic  ap p ro ach es  aim ed  fu n d am en ta lly  a t red u c in g  risk  and  
em phasising  survival.

For o ther com panies, the m otive w as, literally , to  stay  in  business. 
Years of p roducer-d riven  strategies, despite the shakeout follow ing the 
recession in  the early  1980s, h ad  left m any com panies w ith  layers of 
h idden  costs w hich  h ad  severe effects on  com petitiveness. The g row th  
of foreign d irect investm en t in  new  p lan t, eq u ip m en t and  w ork ing  
practices w ith  consistently  h igh  quality  p roducts a t low er prices than  
indigenous m anufacturers began to th reaten  alm ost every industry . At 
the sam e tim e, it w as discovered  th a t com panies w ere u n d erv a lu ed ; 
the break-up value of firm s w as often far above the m arket value of the 
com pany, an d  low  p ro d u c tiv ity , inefficiency an d  overstaffing  h ad  
becom e p revalen t. In  b e tw een  m ore efficient new  com petito rs and  
financial p redato rs , strategic alliances appeared  to m any m anagem ents 
as a m ajor o p p o rtu n ity  to sim ultaneously  fight both . The m ove to 
collaborate an d  cooperate th ro u g h  strategic alliances is a m anagerial 
response to b o th  change and  uncerta in ty , and  to the realisa tion  th a t
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even in  dom estic m arkets and  low technology businesses, no com pany 
can now  com pete on an indiv idual basis (James, 1992).

James (1992) suggests that tw o factors enabled m anagem ent to quickly 
translate the concept of alliances in to  reality. Firstly, w hile m uch can 
be done to m ake the typical organisation structure a m ore effective and 
efficient developer, p roducer and  m arketer by  rationalising  production , 
s tre a m lin in g  a d m in is tra tio n  an d  in c re a s in g  sa le s  p ro d u c tiv ity , 
com panies are becom ing  m uch less re lia n t on  a fu lly  v e rtica lly  
in teg ra ted  o rgan isa tion  s tructu re  to p ro v id e  g lobal reach. W ith  the 
exception of financial resources, there  is no longer any  p a rt of the 
process from  finding  creative new  ideas based  on  advanced  technology 
th rough  to the physical m arketing of the final fin ished  p roduct, w here 
the extra w eigh t of an  in teg ra ted  o rgan isa tion  s tru c tu re  is a decisive 
factor. V irtually every activity can now  be contracted o u t or developed 
w ith  other com panies. By decoupling the fixed system  and  outsourcing 
upstream  and  d ow nstream  activities and  functions w ith  alliances, a 
com pany  can now  overcom e m any  of the  b u ilt-in  o b stru c tio n s  to 
creating value th roughou t the system  (Figure 1.2). A decoupled  system  
in tro d u ces  th e  o p p o rtu n ity  to  overcom e the  w id e ly  f lu c tu a tin g  
dem and for skills, bu ilds flexibility into fixed-cost structure, help ing  to 
m ove ideas faster and  cheaper from  concept to m arket. By im proving  
perform ance at each stage of the business process, com panies can not 
only cap tu re  significant savings b u t also im prove th e ir com petitive 
p o s itio n  by  o p tim isin g  size, avo id ing  the n eed  to b u ild  inflexible 
structures. The new  decoup led  system , even  at the  fu n c tio n  level 
p rov ided  the perfect vehicle for in troducing  strategic alliances.

Secondly, m any  com panies recognised the need  for strategic alliances 
alm ost sim u ltaneously . As w ell as experiencing  the  sam e type  of 
problem s a t the sam e tim e, there w ere sufficient capabilities available 
to m atch  a d iverse  range of technology, p ro d u c t, m arketing , finance 
and  geograph ic  needs. The large  range of capab ilities  an d  needs 
available p rov ided  firm s w ith  the flexibility to use alliances to augm ent 
core strategies or use alliances them selves as core strategies. The ability 
to access w ith  ease, a w ide variety  of vital skills and  m arkets w ith o u t 
tak ing  the m ore costly, u n certa in  an d  final step  of acqu isition  or
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m erger p o w ered  the rap id  in tro d u c tio n  of alliances as an  o rthodox  
strategic approach to business.

Figure 1.2 The Value Added System
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Source; James, 1992, p .69

1.3.1 An Alternative Paradigm for M ultinational Operations
C ooperative arrangem ents are num erous enough  to suggest th a t the 
stereotype of the m ultinational corporation  m ay need  to be changed. 
T raditionally , it has been  seen as a m onolith ic entity , con tro lling  or 
ow ning  its in p u ts  and  o u tp u ts , and  ex p an d in g  alone in to  fo re ign  
m arkets, b a sed  o n  its techno log ical, m an ag eria l, a n d  m ark e tin g  
dom inance (Caves 1971). It could be seen as a transnational chain  of 
control, 'in ternalised ' w ith in  the firm  (Buckley and  C asson 1976). In  
this view , the corporation  reserves for itself the gains from  vertical 
a n d /o r  horizon ta l integration.

In m any situations, the in ternational firm  is better seen as a coalition 
of interlocked, quasi-arm s-length  relationships. Its strategic degrees of 
freedom  are at once increased by  the g lobalisation of m arkets (Levitt,
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1983) and  decreased by the need to negotiate cooperative arrangem ents 
w ith  o ther firm s and  governm ents. In  linking u p  w ith  an  o ther firm, 
one or b o th  partners m ay enjoy options otherw ise unavailable to them , 
such  as better access to m arkets, poo ling  or sw ap p in g  technologies, 
enjoying larger econom ies of scale, and  benefiting  from  econom ies of 
scope. As a corollary, each p a rtn e r is less free to  m ake its ow n  
optim ising  decisions on issues such  as p ro d u ct developm ent, transfer 
prices, te rrito ria l scope, and  re ten tio n  of earn ings v ersu s  d iv id en d  
policy.

1.3.2 D efinition
The use of strategic alliances has becom e an  increasingly  im p o rtan t 
m anagem ent tool (Lorange and  Roos, 1991). In parallel, the area of 
alliances has received a large am ount of research in terest over the last 
few years. Yet, a uniform  definition of strategic alliances does no t exist. 
O ther phrases such  as cooperative agreem ents, in terfirm  re lationsh ips, 
jo in t v e n tu re s , in te rfirm  co o p e ra tio n  h av e  all b een  u se d  w h e n  
describing an  alliance. H arrigan  (1985), for exam ple, focuses m uch  of 
her w o rk  on jo in t ven tu res, as do  G eringer (1991), C on tracto r and  
Lorange (1988), Lyons (1991), Lyles (1987), Kent and  H ellriegel (1991), 
A nderson  (1990), K ogut (1988), K illing (1983), G om es-C asseres (1988), 
and  m any  others. Bleeke an d  E rnest (1991) exam ined  49 stra teg ic  
alliances w hich  varied  w idely  in  size, location, ind u stry  an d  structure. 
Lyles (1987) su rv ey ed  four m u ltin a tio n a l firm s w ith  experience in  
in te rn a tio n a l jo in t v en tu res  to  d e te rm in e  w h a t m istakes they  h ad  
m ade w hile jo in t venturing. G eringer (1991) concentrated m uch  of his 
w o rk  on the stra teg ic  d e te rm in an ts  of p a rtn e r selection  crite ria  in  
in te rn a tio n a l  jo in t  v e n tu re s ,  e x a m in in g  81 jo in t  v e n tu re s .  
N ied erk o fle r (1991) exam ined  v ario u s  types of s tra teg ic  alliances 
in v estig a tin g  the  evo lu tio n  of these  alliances. M uch of his w ork  
focused o n  cooperative partnersh ips in  h igh  technology industries  and  
6 case studies w ere developed. M orris and  H ergert (1987) attem pted  to 
iden tify  tren d s  in  in te rn a tio n a l collaborative agreem ents defined  a 
collaborative agreem ent as:

...a linkage between companies to jointly pursue a common goal; a 
collaborative agreement may be viewed as an intermediate position 
along a spectrum of inter-firm dealings, encompassing arms-length 
transactions at one end and full mergers at the other (p. 16).
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They believe that collaborative agreem ents m ay be categorised by four 
attributes: shared  responsibility , m aintenance of in d iv id u a l identities, 
con tinual transfer of resources an d  ind iv isib ility  of project. Parkhe 
(1991) ex am in ed  in te rf irm  d iv e rsity , o rg an isa tio n a l le a rn in g  an d  
longevity  in  global strateg ic alliances. H e d efin ed  global strateg ic 
alliances as:

...the relatively enduring inter-firm  cooperative arrangem ents, 
involving cross-border flows and linkages that utilise resources and/or 
governance structures from autonomous organisations headquartered 
in two or more countries, for the joint accomplishment of individual 
goals linked to the corporate mission of each sponsoring firm (p. 581).

This d e fin itio n  de lin ea tes  g lobal s tra teg ic  a lliances fro m  s in g le 
tra n sa c tio n  m a rk e t re la t io n s h ip s , as w e ll as fro m  u n re la te d  
d iversification  m oves, w hile accom m odating  the v arie ty  of strateg ic 
m otives and  organisational form s that accom pany global partnersh ips. 
H agedoorn  (1990) acknow ledges th a t m any stud ies refer only  to joint 
v en tu res and  assum e th a t o ther form s of cooperation  share  identical 
fea tu res . H e a ttem p ts  to p ro v id e  a c lassifica tion  of m odes of 
c o o p e ra tiv e  a g re e m e n ts  in  te rm s  of th e ir  o r g a n is a t io n a l  
in terdependence (as do Contractor and  Lorange 1988a). Lei and  Slocum 
(1991) focus their research on three b road  types of strategic alliances, i.e., 
licensing arrangem ents, jo in t v en tu res  an d  consortia. K n igh t (1991) 
exam ined  the area of stra teg ic  p a rtn e rsh ip s  as u sed  b y  110 sm all 
innovative, h igh  technology firms. In this study, strategic partnersh ips 
w ere defined very  broadly  as a "cooperative agreem ent in  w hich  tw o or 
m ore  b u s in esses  are ac tively  in v o lv ed  in  the  m a n a g em e n t of a 
venture" (p. 572). Lewis (1990) sim ply defines strategic alliances as a 
"situation w here  tw o or m ore firm s w ith  m utual needs cooperate and 
share risks to reach a com m on objective" (p. 1).

H ow ever, m any  authors agree th a t strategic alliances b e tw een  tw o or 
m ore firm s inc lude  eq u ity  an d  non-equ ity  a rran g em en ts . A jo in t 
v en tu re , the m ost com m on form  of equity  arrangem en t "im plies the 
creation of a separate corporation, w hose stock is shared  by  tw o or m ore 
p a r tn e rs , each  ex p ec tin g  a p ro p o rtio n a l sh a re  of d iv id e n d s  as 
com pensation" (Contractor and  Lorange 1988a, 7). O ther alliances that 
rep resen t non-equity  form s of cooperation  betw een  tw o or m ore firm s 
in c lu d e  s u p p ly  ag re e m e n ts , lic en s in g , m a rk e tin g  ag re e m e n ts ,
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e x p lo ra tio n  co n so rtia , re sea rc h  p a r tn e rs h ip s  a n d  c o p ro d u c tio n  
ag reem ents. H ow ever, b o th  the equ ity  an d  n o n eq u ity  form s of 
alliances rep resen t long  term  re la tionsh ips th a t p ro v id e  in d iv id u a l 
firms w ith  the m eans to broaden  the scope of a firm  w ithou t expanding 
the firm . Equity  and  nonequ ity  alliances also allow  a firm  to share 
activities w ithou t the inherent risks of going it alone (Porter, 1985).

For the purpose  of this study, a strategic alliance w ill be defined using 
the definition established by M orris and  H ergert (1987), i.e.,:

...a linkage between companies to jointly pursue a common goal; a 
collaborative agreement may be viewed as an intermediate position 
along a spectrum of inter-firm dealings, encompassing arms-length 
transactions at one end and full mergers at the other (p. 16).

1.4.0 Aspects of Strategic Alliances

M any aspects of the p h en o m en o n  of strateg ic  alliances hav e  been  
investigated , am ong them : strategic m otivations for alliances; structure 
and  perform ance of strategic alliances; strategic alliance m anagem ent; 
o rgan isa tional learn ing  and  transfer of know -how  b e tw een  alliance 
p a rtn e rs , p a rtn e r selection criteria; cu lture; an d  exit stra tegy . The 
specific problem s of strategic alliances betw een  large, estab lished  firm s 
and  sm all com panies have no t received sufficient a tten tion , how ever, 
w ith  the recen t exceptions of research  by Doz (1988), K night (1991), 
Peridis (1992) N iederkofler (1989).

1.4.1 M otivations for Strategic Alliances
The p ro fo u n d  transfo rm ation  of the w o rld  econom y w ith in  the last 
tw o  decad es  has p laced  in creasin g  p re ssu re  o n  firm s to  achieve 
perform ance targets. Thus, as m any firm s scan the env ironm ent and  
assess their ow n resources and  capabilities, they  often  discover a gap 
betw een  w h a t they w ould  like to achieve and  w hat they are capable of 
achieving. Their strategic goals, such  as a certain  m arket share or a 
com p etitiv e  p o s itio n , are o ften  u n a tta in ab le  in  th e  co n tin u o u sly  
ch an g in g  e n v iro n m e n t of g lobal com petition . T his co n cep t is 
com m only referred  to as a 'strategic gap'. The size an d  im portance of 
the firm 's strategic gap are p rim ary  factors in  its m o tivation  to  enter 
in to  a stra teg ic  alliance. The g rea ter the size of the  gap an d  the
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perceived im portance of filling it, the m ore likely the firm  will desire 
to form  an  alliance w ith  an o th er firm . R esearch  on cooperative 
partnersh ips em anated  from  the strategic m anagem ent field, and  thus, 
m any studies have ad d ressed  the strategic m otivations for alliances. 
Killing (1983, p p .6-7) identifies four m ain m otives for the form ation of 
jo in t ven tures: go v ern m en t insistence; sp read in g  the  financial risk; 
access to com plem entary skills; and  achieving satisfactory econom ies of 
scale in research and  developm ent, p roduction  or m arketing. H arrigan  
(1985, p p .24-33) classifies the benefits of jo in t v en tu res  in to  three 
g roups: in te rn a l benefits such  as cost and  risk  sharing , ob ta in ing
financing, corporate intelligence and  innovative m anagerial practices; 
com petitive benefits w hich  streng then  cu rren t stra teg ic  positions for 
e x a m p le , in flu e n c e  in d u s t r y  s tru c tu re 's  e v o lu t io n , p re e m p t 
com petitors and  gain access to global netw orks; and  strategic benefits 
w h ic h  a u g m e n t s tra te g ic  p o s itio n  th ro u g h  th e  c re a tio n  a n d  
exploitation of synergies, technology transfers and  diversification.

C ontractor an d  Lorange (1988, 4) believe th a t in  the b ro ad est term s, 
jo in t ven tures, licensing, and  other types of cooperative arrangem ents 
can achieve a num ber of objectives w hich  p ro v id e  the rationale  for 
such  ventures. These are risk  reduction; econom ies of scale a n d /o r  
r a t io n a lis a tio n ; te c h n o lo g y  ex ch an g es; c o -o p tin g  of b lo c k in g  
com petition; overcom ing governm en t-m andated  trad e  or investm en t 
barriers; facilita ting  in itial in terna tional expansion  of inexperienced  
firm s; an d  v e rtica l q u a s i- in te g ra tio n  a d v a n tag es  of lin k in g  the 
com plem entary  contributions of the partners in  a value chain.

C u lp a n  an d  K ostelac (1993) also  ex p la in  the  ra tio n a le  b e h in d  
cooperative ventures th ro u g h  the use of the value chain. They believe 
th a t the m otives of partic ipa ting  firm s in  a cooperative ven tu re  m ay 
v ary  accord ing  to th e ir resource  d ep en d en cy  an d  in v o lv em en t in  
certain  activities in  the value chain. They argue th a t som e firm s form  
alliances b ecause  they  face too m u ch  risk  in  th e ir  co m p etitiv e  
env ironm ents or possess too few in terna l skills to  cope w ith  these 
challenges alone. C u lp an  (1993) com bines a v arie ty  of reasons for 
s tra teg ic  alliances in to  tw o  p rin c ip a l m o tiv es  w h ich  are resource  
pooling and  risk /co s t reduction.



H erg ert and  M orris (1988) iden tified  the stra teg ic  ra tionale  beh ind  
in terna tional collaboration as: joint p ro d u c t developm en t p roduction , 
m arketing  p roduction  a n d /o r  m arketing, developm ent and  m arketing, 
and  a com bination  of all of them . They arg u e  th a t "cooperative 
b ehav iou r beg ins to occur very  early  in  the  p ro d u c t-d ev e lo p m en t 
cycle" (p.107), because it is easier to m anage at this stage than  during  the 
m arketing stage. G entry (1993) supports the idea th a t strategic alliances 
b e tw een  p u rc h a se rs  a n d  su p p lie rs  are g ra d u a lly  rep lac in g  the  
ad v ersa ria l re la tio n sh ip s  of the past. The m o tiv es  b e h in d  these  
re la tio n sh ip s  a re , she p o s tu la te s , ach ie v in g  s u p e r io r  q u a lity  
conform ance, co o p era tin g  on  cost re d u c tio n  p ro g ram m es w ith  a 
m inim isation  of risks and  finally, sharing  in fo rm ation , expertise and  
new  technology.

1.4.2 Structure of Strategic Alliances
As aforem entioned , m uch  research  in  the  cooperative alliances has 
been  concentrated  on  jo in t ven tures i.e., w here a separate  en tity  has 
been established and  ow nership  is shared (for exam ple, H arrigan  1985, 
Killing 1983). These arrangem ents are regarded  as the p u rest form  of 
cooperation, w here problem s can be expected to  be m ost p ronounced  
due to the natu re  of a jo in t venture. Joint ven tu res have m ore than  
one paren t, w hom , un like the shareho lders of a w idely  h e ld  public 
com pany, are v isib le  an d  p o w erfu l an d  h av e  the o p p o rtu n ity  to 
d isagree w ith  any decision  taken. For exam ple, at the b o a rd  level, 
w here m em bers com prise representatives from  each paren t, differences 
in  prio rities, d irection  an d  even  values u sually  em erge, w h ich  m ay 
resu lt in  confusion, fru stra tion  and  possibly b itterness and  a resu lting  
delay in decision m aking.

B etw een the tw o extrem es of spo t transac tions u n d e rtak en  by tw o 
firm s, on  the one end, and  their com plete m erger, on  the other hand , 
lies several types of strategic alliances and  cooperative arrangem ents. 
These a rrangem en ts  differ in  the fo rm ula used  to  com pensate each 
p artn er (the legal fo rm  of the agreem ent) as w ell as in  the strateg ic 
im pact on  the global operation of each partner. C ontractor and  Lorange 
(1988a) ra n k  th ese  a rra n g em e n ts  in  o rd e r  of in c rea s in g  in te r-  
o rgan isa tional d ep endence  w hich  is generally , b u t n o t necessarily , 
correlated w ith  strategic im pact: technical tra in ing , s tart-up  assistance
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ag reem en ts; p ro d u c tio n , assem bly , b u y b ack  ag reem en ts; p a te n t, 
licensing; franch ising ; know -how  licensing; m anagem ent, m arketing  
service agreem ent; nonequ ity  cooperative agreem ents in  exploration , 
research  p a r tn e rsh ip  a n d /o r  d ev e lo p m en t a n d  cop ro d u c tio n ; and  
e q u ity  jo in t v e n tu re . T hey in d ic a te  h o w  in te ro rg a n is a tio n a l 
d ep e n d e n c e  in c reases  as one p ro ceed s  fro m  sim p le  o n e-sh o t 
cooperative agreem ents to ongoing form al jo in t ventures.

A lthough H arrigan  (1985, 4) concentrates m uch of her research on joint 
ventures, she does exam ine other types of agreem ents: those w ith  full 
equ ity  o w n ersh ip  of assets and  skills: m ergers  an d  acquisitions or 
p rogram s for in terna l v en tu re  developm ent; those w ith  partia l equity  
co n tro l of resou rces: m in o rity  in v es tm en ts  a n d  o p e ra tin g  jo in t 
ven tu res; an d  those  w ith  co n trac tu a l con tro l only: re search  an d  
d e v e lo p m e n t p a r tn e rs h ip s , c ro ss-licen s in g  o r c ro ss -d is tr ib u tio n  
agreem ents and  other joint activities and  cooperative agreem ents.

In  h is d iscussion  on  in te rn a tio n a l cooperative  a rran g em en ts , Root 
(1988) p ro p o se s  a n u m b e r of tax o n o m ies  th a t  c lassify  su ch  
arrangem ents into types or categories:
1. N ationality  and  the degree of in terfirm  cooperation
2. C on trac tua l ag reem ents and  co n trib u tio n  from  the v a lu e -a d d e d  
chain
3. M ission and  geographic scope
4. Fiduciary risk and  environm ental risk exposure
5. Relative bargain ing  pow er, ow nership  and  control.

K night (1991) in  his s tu d y  of strategic p artnersh ips as used  by  sm aller 
innovative firm s p roposes a typo logy  in  w h ich  the in terac tion  and  
in terdependence b e tw een  the tw o organ isa tions usually  increases as 
one progresses th ro u g h  the list: subcontracting, licensing, consortium , 
strategic alliances, joint ventures and  acquisition.

Borys and  Jem ison (1989) in  d iscussing w h at they  refer to as 'hybrids' 
define a num ber of key types of in tercom pany agreem ents:
1. M ergers are the com plete unification of tw o or m ore organisations 
in to  single organisations
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2. A cquisitions involve the purchase of one o rgan isa tion  by  another, 
such tha t the buyer assum es control over the o ther
3. Supplier arrangem ents represen t contracts for the sale of one firm 's 
o u tp u t to another
4. Joint ven tu res resu lt in  the creation of a new  o rgan isation  th a t is 
form ally independen t of the parents.

Lorange and  Roos (1990/91) view  strategic alliance options in  term s of 
the degree of in itial in terdependence betw een  the p a ren t firm s at the 
tim e of in itiation. They list five types of alliances in  an  increasing  
in terdependence: ad  hoc, in form al co-operative v en tu re ; recu rring , 
fo rm al co -o p era tiv e  v en tu res ; p ro jec t b a se d  jo in t v e n tu re ; jo in t 
o w n e rsh ip ; an d  m erg e rs  an d  acq u is itio n . W hile , N u e n o  an d  
O osterveld  (1988) concentrate their s tu d y  on technological alliances 
w hich  they d iv ide in to  tw o categories. Firstly, technological alliances 
w hich  are 'vertical', w here  the m ain  p u rp o se  is to  get access to  a 
technological capability , and  secondly , 'h o rizo n ta l', w here  the m a in  
pu rpose  is to secure access to a m arket. They also develop criteria to 
differentiate alliances in  these categories: objectives, level at w hich  the 
decision is m ade, tim e horizon , nu m b er of p a rtn e rs , im pact on the 
value  ad d ed  chain, eva luation  of risk, existence of fram ew orks an d  
finally, stability of the alliance.

1.4.3 Perform ance of Strategic A lliances
A lth o u g h  s tra teg ic  a lliances are the  object of in te n se  in te re s t, 
rem arkably  few  publications address perform ance assessm ent. M ost of 
them  offer reasons for estab lish ing  an  alliance, d escrip tions of the 
creation of specific ven tu res, or guidelines for selecting a partner. In  
short, the  possib ilities of alliances seem  to generate  m ore a tten tio n  
th an  th e ir resu lts. O ne m igh t believe th a t an  alliance sh o u ld  be 
evaluated  like a d iv ision  of the paren t. But this leads to a nu m b er of 
p rob lem s. F irstly , w h ich  p a ren t sh o u ld  the alliance be ev a lu a ted  
under. Secondly, w h at if the alliance is a success b u t at the expense of a 
paren t's  in terests. F urtherm ore , alliances are especially  likely to  be 
used  in  risky, uncerta in  environm ents. In  such  an  env ironm ent, any 
b u s in ess  is d iff icu lt to  ev a lu a te  becau se  p ro fit is a lo n g  te rm  
p ro p o sitio n  an d  b ecause  th e re  are  no  p erfo rm an ce  b ase lin es  for 
com parison. A lso, m any  alliances are n o t in ten d ed  to  fill s tan d a rd
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business objectives (such as m aking profit). Instead, they are created to 
learn  a technology or for research  and  d ev e lo p m en t p u rp o ses , for 
exam ple. It is very  d ifficult to assess how  w ell an  alliance m eets 
qualitative objectives, such as these.

Perform ance m easurem ent rem ains a c loudy issue. H arrig an  (1988, 
207) m easures perform ance by considering th ree ind icators - ven ture  
su rv iv a l, d u ra tio n  an d  sp o n so r-in d ica ted  assessm en ts  of success. 
H ow ever, survival and  duration  do not indicate success if an  alliance is 
term inated  because it has fulfilled its purpose (for exam ple, technology 
transfer). S p o n so r-in d ica ted  assessm ents m ay  n o t be re liab le  as 
m anagers m ay not be w illing to adm it failure. Bleeke and  Ernest (1991, 
130) define success if an alliance passes tw o tests: bo th  partners achieve 
their ongoing strategic objectives and bo th  recover their financial costs 
of capital.

In  h is s tu d y  on  th e  assessm en t o f jo in t v e n tu re  p e rfo rm a n c e  
A nderson  (1990) has found  that m any firms typically rely on  the same 
m ethods they  use to evaluate  in terna l d iv isions w ith  u n am biguous 
goals th a t are operating  in  stable, low risk environm ents. Im posing  a 
form idable am ount of paperw ork  on the ven ture , the paren ts  typically  
ev a lu a te  p e rfo rm an ce  u sin g  financia l re p o rts , s u p p le m e n te d  by  
w hatever can be g leaned  from  inform al v isits  by  p a ren t executives. 
Even though  they realise that this approach  is not appropriate  for m ost 
joint ven tures, firm s often use such stan d ard  m ethods for lack of an 
operationally  feasible alternative.

A nderson  (1990) pu ts  forw ard  a num ber of argum ents as to w hy  joint 
v en tu res  sh o u ld  n o t be ev a lu a ted  u s in g  the s ta n d a rd  o p e ra tin g  
p ro ced u res  th a t co rpo ra te  h ead q u a rte rs  app lies  to w h o lly  ow ned  
divisions w ith  conventional business objectives. Firstly, the in terests 
of the jo in t ven tu re  and  the paren ts are often in  conflict; paren ts w ho 
evaluate jo in t ven tu re  perform ance on  the sam e basis of self in terest as 
is ap p lied  to th e ir o w n  subsid iaries  risk  a liena ting  th e ir partners . 
Secondly, the organisational politics of a joint ven tu re  are m uch m ore 
com plicated th an  th a t of w holly ow ned  divisions. For exam ple, joint 
v en tu res  are p a rtic u la rly  easy to  criticise w ith  im p u n ity  because 
ven tu re  m anagers  sim ply  cannot be as v isib le to  a p a re n t as m ost



subsid iary  m anagers are. Thirdly, w hile they  m ay  be used  for m any 
p u rp o ses , jo in t v en tu res  are especially  p o p u la r  in  risky  u n certa in  
situations, for it is there th a t firm s are m ost likely  to concede som e 
control if that w ill sp read  risk and  expand expertise, But w hen  risk and  
uncertainty  are high, profitability by itself is a poor m easure of the joint 
ven tu re 's  value. For start-up , h igh  risk businesses, profits, if any, are 
in  the fu ture, and  high costs are in  the present.

A n d erso n  (1990) offers a n u m b er of gu id e lin es in  assessing  jo in t 
v en tu re  perform ance. He believes th a t the m ost basic issue in  joint 
ven tu re  perform ance evaluation  is the question  of w hose perform ance 
to assess. H e argues that joint ventures should  be evaluated  prim arily  
as stand-alone entities, seeking to m axim ise their ow n  perform ance, 
n o t the paren ts '. H e classifies perfo rm ance m easu rem en ts  along a 
con tinuum  ran g in g  from  in p u t to o u tp u t m easures. A t the  o u tp u t 
extrem e are th e  'resu lts ' m easures th a t m ost peop le  use to  assess 
c u rre n t p e rfo rm an ce ; th ese  are  f in a n c ia l m e a su re s , o f w h ic h  
profitability is the m ost com m only used.

A t the in p u t ex trem e are in d ica to rs  of sta tes  (e.g., h ig h  m ora le  
coordinated actions). Using these notions and  O uchi's (1979) approach  
to perform ance assessm ent, A nderson  (1990) classifies jo in t v en tu re  
along tw o d im ensions (Figure 1.3). M ost joint ven tures m ust be given 
considerable tim e before they are read y  to be ju d g ed  on  trad itio n a l 
o u tp u t m easures, yet m any p a ren t firm s evaluate  im m ature  ven tu res  
too form ally, w ith  too m uch em phasis o n  financial criteria  and  no t 
enough  o n  in p u t m easures. The resu lts  are likely to be p rem atu re  
te rm in a tio n  o r a cutback in  com m itm ent before a v en tu re  has h ad  
tim e to realise its potential.
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Figure 1.3 Performance Assessm ent

Dimension #1
How well do you know the "Transformation Process"? 
Do you know how inputs get transformed into outputs? 
Do you know what people should do?

Poorly

Dimension #1 
How thoroughly 
and accurately 
can you assess 
outputs 
(results)?

Well

Understood Poorly Understood Well

Evaluation performed 
informally, implicity, 
seldom

Input measures 
heavily weighted

Output measures 
lightly weighted

Output measures 
heavily weighted

Input measures 
lightly weighted

Either inputs or 
outputs are valid

Use both, weightings 
outputs more heavily

Source :  Anderson, 1990, p .26

1.4.4 Strategic Alliance Design
Alliances are ju st one of a range of business developm ent rou tes w hich  
a firm  m ay follow to im prove or change its com petitive position. It is 
essential th a t before choosing the alliance, it has been  analysed  in  the 
light of the com pany 's overall corporate objectives and  o ther strategic 
alternatives. The po ten tia l risks and  benefits m u st be iden tified  and  
deem ed acceptable. H arrig an  (1985) exam ines the p lan n in g  process 
involved in  the form ation  of joint venture. The fram ew ork  p resen ted  
in  Figure 1.4 illustra tes p artner-to -partner relationsh ips in  creating a 
jo in t ven tu re . The resources an d  a ttribu tes  p a ren t firm s w ill share 
w ith  their 'child ' affect b o th  their w illingness to form  jo in t ven tu res  
and  each paren t's  relative bargain ing  pow er therein.
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Figure 1.4 Partner-to-Partner Relationships Creating a Joint Venture

Source: Harrigan, 1985 p.50

Lorange and  P robst (1987) argue th a t any organisation , in  o rd e r to be 
successful, m ust possess self-organising properties in  o rder to cope w ith  
evo lu tionary  pressures. They hypothesise  th a t the reaso n  for m any 
jo in t v e n tu re  fa ilu res  is th a t  th ey  have no t b e e n  d e s ig n e d  w ith  
s u ff ic ie n t a d a p tiv e  p ro p e r t ie s  to  co p e  w ith  th e  e m e rg in g  
environm enta l turbulence. It has b een  p rev iously  arg u ed  th a t m any  
alliances take p lace in  h ig h  risk  en v ironm en ts , th u s  reflec ting  the
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im portance of establish ing  self-organising p roperties  in  the p lann ing  
stage. Lorange an d  P robst (1987) delineate  four critical criteria  for 
establish ing  self-organising system s. Firstly, it is im pera tive  th a t the 
joint ven tu re 's  structu re  and  o rgan isation  be designed  in  such  a w ay 
that it can execute its strategy and  realistically be able to cope w ith  its 
en v iro n m en t. T herefore , it is essen tia l to in c o rp o ra te  suffic ien t 
flexibility  in  a jo in t ven tu re . The com plexity  of the jo in t ven tu re  
system  n eeded  to achieve this depends on the requ isite  varie ty  in  its 
en v ironm en t. The d ifficu lties lie in  m ak ing  the  system  com plex 
enough to ad ap t to its environm ent b u t sim ple eno u g h  to be m anaged. 
Secondly, the successful con tinu ity  of a jo in t v en tu re  w ill d ep en d  
significantly  on  its ability to m ain ta in  a degree of in terna l coherence 
w hile it read justs  to the environm ent. As the jo in t v en tu re  evolves, 
the roles of various stakeho lders invo lved  w ill change - som e m ay 
becom e m ore active, v isib le and  p o w erfu l - o th ers  m ay  even tua lly  
w ithdraw . M oreover, these realignm ents m u st be com m only  shared , 
understood  and  accepted th rough  the self-referencing process. Thirdly, 
self-organising system s m ust be au tonom ous. The in terre la tions and  
in teractions defin ing  a system  as an  en tity  sh o u ld  only  involve the 
system  in  question  and no other system. A joint v en tu re  shou ld  depict 
a certain  degree of free-standing independence w ith in  its env ironm ent 
to su rv iv e  the  long  ru n . There are p o ten tia lly  m o re  resou rces, 
m anagem ent capacities and  processes em bedded  in  the  system  th an  
strictly are needed. This gives the system  added  flexibility to ad ap t and 
evolve. A jo in t ven tu re  should  be set u p  to have alternative w ays of 
carrying ou t its value creation tasks if som ething should  go w rong.

By u n d erstan d in g  and  adap ting  the relationship of the joint ven tu re  to 
one or b o th  of its parents, in  the light of these p roperties, Lorange and 
P robst (1987) m ain ta in  that m ore appropriate  organisational form s and 
m ore effective m anagem en t processes can be chosen, w h ich  lead  to 
be tte r p e rfo rm in g  jo in t v en tu res  an d  im p ro v ed  long  te rm  success. 
Theses are critical issues w hich m ust be addressed  in  the p lann ing  stage 
of a joint venture, or indeed, any other type of strategic alliance.

K illing (1988) argues th a t com plexity  is a key con sid e ra tio n  in  the 
design  of strategic alliances. The com plexity of an  alliance w ill have 
very  d is tin c t im plications for the  m anagem en t an d  success of th a t
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alliance. Thus, in the p lann ing  stage, parents m u st create an  alliance 
th a t is sim ple en o u g h  to be m anageable. A lliances th a t undertake  
com plex tasks do no t alw ays need  to be o rg an isa tio n a lly  com plex. 
A lthough task com plexity im pacts an organisational com plexity so do a 
num ber of o ther factors (Figure 1.5) such as the level of tru s t betw een 
parents, and  the role played by each partner in  the alliance.

Figure 1.5 Factors Affecting Organisational Complexity

Source: Killing, 1988, p.61

Firms w ishing  to create an  alliance to undertake a com plex task  should  
first enter a sim pler alliance w ith  their chosen p artn er, in  o rd er that a 
degree of m utual tru st m ay be established, prior to the fo rm ation  of the 
m ore  com plex alliance. These issues m ust be a d d re sse d  in  the 
planning stage of an alliance.

Badaracco (1991) studied  m any alliances created by  G eneral M otors and 
IBM C orporation  in  the 1980s. H e has found  th a t critical factors for 
success are leadersh ip , tru s t and  com m itm ent. M any success factors 
m ust be fostered in  the p lanning  stage of the corporate venture. Firstly, 
m a n ag e rs  co n s id e rin g  an  a llian ce  m u st h av e  a c lear s tra teg ic  
u n d e rs ta n d in g  of th e ir  co m p an y 's  c u rre n t cap ab ilitie s  a n d  the 
capabilities it w ill need  in  the fu ture. Secondly, they m ust consider a 
w ide range of possible alliances. T hird ly , before com m itting  their 
co m p an y  to  an  a lliance, m a n a g e rs  m u s t sc ru tin ise  the  v a lu es , 
com m itm ent and  capabilities of p rospective partners . F urtherm ore , 
they m u st u n d ers tan d  the risks of opportun ism , know ledge leaks and  
obsolescence. A lso, m anagers m u st p lan  to s tru c tu re  and  m anage
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alliances like sep ara te  com panies. K night (1991) em phasises  the 
im portance of the selection, negotiation and  the initial p lann ing  stages 
of a partnersh ip . In his study, he found that the im portance of having 
a clear un d erstan d in g  of the objectives before en tering  a partnersh ip  
w as view ed to be crucial for the success of that partnersh ip . M anagers 
in  the s tudy  believed that partnersh ips en tered  sim ply  for the sake of 
en tering  a p artnersh ip  w ith o u t specific, realistic goals and  objectives 
w ere certain to fail.

1.4.5 Management of Strategic Alliances
C orporations are often  re luctan t to  engage in  any type of strategic 
alliance because of their perceived m anagem ent difficulties. As w ell as 
recognising the obvious cultural differences betw een  corporations, one 
m u st also acknow ledge the differences in  m an ag em en t styles. For 
exam ple, differences in  a ttitudes tow ard  risk  m igh t re su lt in  conflict 
b e tw een  p a rtn e rs  - w ith  one p a rtn e r w illing  to take risks to w ard  
seeking  h ig h  re tu rn s , w hile  the o ther insists  on  g rea te r security . 
A nother exam ple of d ifferences in  m anag em en t sty les is a ttitu d es  
to w a rd s  su b o rd in a te  p a r tic ip a tio n  in  d ec is io n  m ak in g . Such 
d ifferences lead  to conflicts over w h a t is ap p ro p ria te  leadersh ip . 
K illing (1983) believes that there  are tw o specific areas w here  jo in t 
v en tu re  m anagem en t prob lem s are m ost p revalen t. F irstly , on  the 
board  level, "differences in  priorities, direction and  perhaps values will 
em erge. The resu lt can be confusion, frustration , possib ly  b itterness 
and  a re su ltin g  slow ness to take decisions" (p .9). Fie quotes the 
exam ple of a b o ard  of d irectors consisting of A m erican  an d  British 
m anagers, continually  d isagreeing  about the am oun t of da ta  requ ired  
before a decision could be m ade. This problem  m eant th a t either the 
A m ericans h ad  to agree to p roceed  w ith  w h at they considered  to be 
in suffic ien t in fo rm ation , or th e  British h ad  to  in cu r a delay  and  
additional expenditu re  collecting inform ation  w hich  they d id  no t feel 
w as necessary . Secondly, on  the operating  level, a p u rsu it of self 
in terests w ith o u t the consideration  of the p artn er and  a lack of tru s t 
can destroy  the relationsh ip  an d  thus the m anagem ent process. The 
lack of clarity  w hich  typically  su rro u n d s a jo in t v en tu re 's  objectives 
and  the fact th a t there  is o ften  a degree of conflict b e tw een  the 
objectives of the v en tu re 's  p aren ts  m eans th a t the allegiance of the



venture 's general m anager p lays an im portan t role in  determ ining  the 
operational m anagem ent of the venture.

D evlin and  Bleackley (1988) h igh ligh t the d ifficulties in  m anaging  a 
strategic alliance. They place particu lar em phasis o n  the necessity of 
p lann ing  the m anagem ent of an alliance, w hich  in  itself has inheren t 
d ifficulties since an  alliance w ill b ring  tw o (or m ore) o rgan isations 
together w ith  different cultures, m anagem ent styles and  policies. To 
increase the po ten tia l for successful m anagem en t, they  p ropose  a 
num ber of gu idelines for senior m anagem ent in v o lv ed  in  strateg ic  
alliances. The strategic alliance should  be g iven h ig h  p rio rity  w ith in  
the  m inds of the sen ior m anagem en t w ho  sh o u ld  receive reg u la r 
reports on the perform ance and progress of the alliance. It is essential 
th a t an o rgan isation  structu re  w hich  has clear lines of accountability  
a n d  re sp o n sib ility  be estab lished . In fo rm al ch annels  sh o u ld  be 
estab lished  so th a t w h a t is learn t is fed effectively in to  the relevan t 
decision-m aking centre of the p a ren t com panies. Senior m anagem ent 
shou ld  ho ld  a very  positive a ttitude tow ards alliances. Finally, they 
m ust recognise the lim itations of an  alliance.

Lorange and  Roos (1992) believe that the grow ing diversity  of strategic 
alliances has im p o rtan t im plications for the m anag em en t of h u m an  
resources. They view  h u m an  resources as a strategic resource w hich  
should  be m anaged in  an  explicit pro-active m anner. They focus on  six 
issues th a t they have found  to be particu larly  crucial for m anagem ent 
of h u m an  resources and  core com petencies w ith in  strateg ic alliances. 
The six issues are:
1. assignm en t of m anagers  to strategic alliances: w h o  sh o u ld  be 
assigned w here
2. the h u m an  resource transferability  issue: w ho controls a particu lar 
m anager
3. the trade-off in  tim e-spending betw een operating and  strategic tasks 
am ong various m anagers involved in  the strategic alliance
4. judgem ent calls regard ing  the perform ance of the h u m an  resource 
in  the established strategic alliance: how  to avoid biases
5. hu m an  resource loyalty issues: the strategic alliance versus parents
6. ind iv idual m anagers' career p lann ing  issues: how  they  can achieve 
career progression  th ro u g h  strategic alliance assignm ents.



1.4.6 Organisational Learning and Transfer of K now -how
A prim ary  use of strategic alliances is to obtain  access to the partner's  
skills and  know -how , transfer them  to one's ow n organ isation  and use 
them  there (Killing, 1983; H arrigan, 1985; C ontractor and  Lorange, 1988; 
Kogut, 1988). Lyles (1987) believes that while o rganisational learning is 
no t synonym ous w ith  change, it involves o rg an isa tio n a l ad justm en t 
triggered by  an im petus or force for change or continuity. Through her 
s tu d y , she fo u n d  th a t a key  d is tin c tio n  b e tw een  successfu l an d  
unsuccessful jo int ven tu res  w as that successful firm s w ere w illing to 
learn  from  their m istakes an d  take corrective actions. In  ano ther 
p aper, Lyles (1988) states th a t learn ing  occurs on  tw o levels in  jo int 
v en tu re  situations. O n  the low er level, p a rtn e rs  lea rn  to  develop  
successful m anagem ent system s based on  past experiences. Therefore, 
experienced jo in t ven tu re  p artn ers  are less inclined  to  incur com m on 
jo in t v en tu rin g  problem s. O n the higher level, p a r tn e r  firm s adjust 
their in te rn a l system  of norm s and  values as an  effect of learn ing  
w hich , in  tu rn , allow s them  to becom e m ore  flexible, m ore risk- 
to lerant and  to initiate organisation change.

W estney (1988) links the need  for organ isational learn ing  to the fact 
that m any industry  boundaries are shifting:

A firm whose activities are beginning to cross industry boundaries 
must acquire knowledge from its environment or, more precisely, 
from other organisations in its environment; knowledge about new 
technologies and markets as well as knowledge about how to manage 
its own operations in adding value to the technology and in dealing 
with the markets. In this context, cooperative strategies can become an 
indispensable mechanism for learning (p.339-340).

H ow ever, there is an  obvious concern abou t technology leakage and  
black-box protection in  the m ajority of strategic alliances. W here this is 
extrem ely prevalen t, partners  m ay becom e fierce com petitors, leading  
to an unsatisfactory alliance.

B adaracco (1991) suggests  th a t m anagers in v o lv ed  in  all types of 
strategic alliances m u st be o pen  to the fact th a t core know ledge and  
capabilities flow  b e tw een  p artn ers . In d eed , he a rgues th a t m any  
relationships have b een  fostered prim arily  to com bine such  capabilities 
and  know ledge of partners. Thus, each p artn er is expected to learn  a



certain  am ount about the other's capabilities, an d  accept that channels 
of com m unication have opened betw een them .

H am el (1991) p roposes tw o m echanism s for ob ta in in g  value from  a 
strateg ic alliance: barg a in in g  over the econom ic benefits  tha t resu lt 
directly  from  the successful execution of jo in t tasks, an d  in ternalising  
the skills of partners, i.e., in terorganisational learning. He argues that 
firms should  be w illing to learn  from  their partners and failure to do so 
is lik e ly  to  u lt im a te ly  u n d e rm in e  th e  c o m p e titiv e n e ss  an d  
independence of a firm.

1.4.7 Partner Selection
O ne critical success factor of a strategic alliance is the  selection of 
com patib le p artn ers . The m ain  reason  a com pany  w ill p u rsu e  an  
alliance is th a t it is the best w ay to fulfil an  objective. Therefore, 
p a rtn e r choice w ill b u ild  o n  a precise defin ition  of the com pany 's 
p rio rity  needs and  w hat is m ost im portan t to  m eet them . W hile no 
firm  w ill m ake a perfect m atch , each one m u st satisfy  its basic 
requ irem en ts  and  ad just to the rest. For an  alliance to becom e a 
success, there m u st be a strong level of strateg ic m atch  be tw een  the 
partners. P artner selection is a very  im portan t factor in  the form ation 
and  operation of a strategic alliance, because the specific partner chosen 
will partly  determ ine the m ix of skills and  resources, operating  policies 
and  procedures, and  overall com petitiveness of the strategic alliance.

H arrig an  (1985, 1988) has un d ertak en  extensive research  in  this area. 
She proposes th a t firm s w hich  are equal in  size, ven tu re  experience 
level, re so u rce  a n d  m an ag e ria l cap ab ilities , an d  w h ich  possess  
co m p lem en ta ry  co rp o ra te  m issions are m ore  like ly  to  create  a 
successful strategic alliance. These and  other attributes create a strategic 
fit in  w hich  the b arg a in in g  pow er of the v en tu re 's  p a ren t firm s is 
evenly m atched. H ow ever, in  her 1988 study , H arrigan  has found  that 
s ince 1975, m an y  alliances have been  fo rm ed  w h ere  th e re  are 
variations in  partners ' experience level and  asset size. Yet, the resu lts 
of this s tu d y  suggest th a t alliances last longer b e tw een  p a rtn e rs  of 
sim ilar asset sizes, ven tu ring  experience levels and  cultures. The s tudy  
fu rth er suggests th a t an alliance m ay last longer w h en  its activ ity  is



related (in p roducts, m arkets, a n d /o r  technologies) to b o th  its sponsors' 
activities.

G eringer (1991) has u n d ertak en  extensive research  exam ining  partner 
selection criteria in  in terna tional jo int ven tures. This s tudy  a ttem pts 
to im prove u n d erstan d in g  of the p artn er selection  process and  how  
firm s proceed in  selecting partners. A typology of selection criteria is 
p roposed  in  w hich  a d istinction  is d raw n  betw een  task  and  p artn er 
related  dim ensions of selection criteria.

This typology explicitly acknowledges those requirements which are 
common to both international joint ventures and other forms of 
organisations (i.e., the task-related dimensions), as well as those which 
are unique to m ulti-partner organisations (i.e., the partner-related 
dimensions) (Geringer 1991, p.56).

F urther, G eringer (1991) has found  th a t the re lative im portance of a 
particu la r task -re la ted  selection  criterion  is closely re la ted  to th ree 
variables w hich  are associated w ith  a p a ren t firm 's strateg ic context. 
These variab les include the m anagerial percep tions of th ree  factors; 
firstly, the extent to w hich  that d im ension w as critical to the ven ture 's  
perform ance; secondly, the p aren t’s curren t com petitive position  vis-a- 
vis th a t critical success factor dim ension; and  finally , the an tic ipated  
future level of difficulty to be encountered in  in ternal efforts to  achieve 
a viable com petitive position  on  tha t critical success factor dim ension. 
Thus, m anagem en t m u st u n d ertak e  a th o ro u g h  analysis of its ow n  
com pany, com pare its cu rren t an d  p o ten tia l capab ilities  to those  
deem ed  necessary  for a successful alliance an d  th en  decide w h a t 
additional task-related capabilities are needed.

Bleeke and  Ernest (1991) su p p o rt H arrigan 's (1988) findings relating  to 
variations in  the s treng th  of partner firms. They found  (in their s tu d y  
of 49 s tra teg ic  alliances) th a t alliances b e tw een  s tro n g  a n d  w eak  
com panies are ra re ly  successful. Such alliances fail to p ro v id e  the 
m issing skills and  capabilities (i.e., G eringer's (1991) task-related  skills) 
necessary for op tim um  g row th  and  perform ance. W here an  alliance is 
form ed betw een  a strong  com pany and  a w eaker com pany for reasons 
such as the strong com pany seeking to control the ven ture or the w eak 
com pany seeking to  com pensate for its lack of skills, it is very  likely 
that such alliance strategies w ill no t work.



D evlin and  Bleackley (1988) accentuate  the im p o rtan ce  of p a rtn e r 
selection and  po in t o u t that m any senior executives fail to recognise 
the significance of partner selection and  therefore, do  no t undertake an 
adequate search for the right partner. They also develop the concept of 
stra teg ic  fit b e tw een  firm s w ish ing  to en te r in to  an  alliance and  
m ain tain  that the firm  should  investigate the reasons w hy the partner 
firm  w ishes enter such an  alliance. A ccording the Lyons (1991) "...even 
w h en  the 'ideal' partner(s) is 'obvious', com pan ies are ad v ised  to 
conduct a form al appraisa l of all op tions th a t could  be taken  before 
com m itm ents are made". W hen choosing a p a rtn e r it is essential to 
take a long-term  outlook  as w ell as looking at the m ore im m ediate  
benefits:

In choosing a company with which to form a strategic alliance, senior 
executives m ust be aware that what may seem to be a short-term  
operational benefit arising out of the alliance may, in fact, lead to the 
eventual loss of the company's strategic position, either to its alliance 
partner or to one of the company's competitors (Devlin and Bleackley, 
1988).

Lyles (1987) delineates the long term  im plications of partner selection. 
To b u ild  a successfu l alliance, it is essen tia l to  m a in ta in  p a r tn e r  
rapport. P artners  m u st have a m u tual respect for each o ther and  
recognise the potential long-term  effect of a m istake on partner rapport. 
Careful selection of partners can reduce the chances of such a m istake 
occurring. K ulkosky (1989) believes that a good m atch requires a m ix of 
p ro d u c t co m p atib ility , v iab ility  of b o th  p a r tn e rs , s im ila r goals, 
corporate cultures th a t b lend  well and  com m itm ent. H e also feels tha t 
a th o ro u g h  ev alua tion  of all po ten tial p artn ers  m u st be u n d ertak en  
b efo re  choosing  the  p a rtn e r. Lei a n d  S locum  (1991) fu r th e r  
acknow ledge the necessity  of carefu l se lection  an d  e v a lu a tio n  of 
prospective partners in  term s of partners w ho appear to share the sam e 
values, w orking  styles and  philosophies as the firm  seeking a partner. 
Lewis (1990) postu la tes th a t w h en  a firm  is searching  for a p artn er, 
there are three categories u n d er w hich  a po ten tia l p artn er shou ld  be 
exam ined: com bined strength , com patibility and  com m itm ent.

Lee et al. (1993) hypothesise that the decision criteria used  to select a 
p artner are strategic and  resource fitness; strategic fit includes strategic 
vision, strategic im portance of the project and  pressures such as o ther



options open  to the com pany; resource fit inco rpora tes  the level of 
previous experience in  strategic alliances, the technological, m anagerial 
a n d  fin an c ia l re so u rc e s  an d  fin a lly  th e  lev e l o f m a n ag e ria l 
co m m itm en t.

1.4.8 Culture
The influence of society 's cu lture perm eates all aspects of life w ith in  
the society, inc lud ing  norm s, values and  b eh av io u rs  of m anagers in  
com panies. C ro ss-cu ltu ra l in te rac tio n s  ex p erien ced  in  s tra teg ic  
alliances b rin g  to g e th e r  peop le  w ho  h av e  d iffe ren t p a tte rn s  of 
b ehav iou r an d  belief and  d ifferen t w ays of in te rp re tin g  the  w o rld  
(Parkhe, 1991). C u ltu re  and  cu ltu ra l differences have a very  deep  
im pact on  the m anagem ent of strategic alliances. In  som e cultures, 
p rob lem s are actively  so lved  w here m anagers m u st take deliberate  
actions to in fluence the env ironm en t an d  affect the course of the 
future (the basis for strategic planning). In  contrast, in  o ther cultures, 
life is v iew ed  as a series of p redeterm ined  situations th a t shou ld  be 
accepted as being  inevitable. S trategic alliance p a rtn e rs  w ill have 
different view s on such areas as technology developm ent, p ro d u ctio n  
and  sourcing, m arket strategy, m arketing  and  so on. For exam ple, in  
some cultures conflict is seen as a healthy, na tu ra l an d  inevitable part 
of relationships an d  organisations. Indeed, Cosier and  D alton  (1990) 
suggest the p ro g ram m ed  or s tru c tu red  conflict shou ld  be u sed  as a 
m ethod  of enhancing  the effectiveness of strategic decision-m aking. 
Yet in  o ther cu ltu res, v igorous conflict and  o p en  con fron ta tion  are 
deem ed distasteful. In  this instance, either p arty  w ill actively seek to 
avo id  em b arra ssm en t an d  loss of face by  ta lk in g  in d irec tly  an d  
am biguously about the areas of difference until com m on g round  can be 
found. Firm s w ishing  to engage in  strategic alliances m ust develop an  
u n d e rs ta n d in g  of the  d iffe ren t cu ltu ra l m odes of th in k in g  an d  
behaving. It is necessary  (and cost-effective) for such  com panies to  
invest in  form al in tercu ltu ra l aw areness p rogram m es, yet, Black and  
M endenhall (1990) have found th a t strategic alliances lack such  form al 
tra in ing  program m es.

Strategic alliances are also affected by  the national context w ith in  w hich  
they exist, i.e., su rro u n d in g  in d u stry  s tructu re  an d  in stitu tio n s, and  
g o v e rn m e n t law s  a n d  re g u la tio n s  (P ark h e , 1991). E ffective



collaboration will be ham pered by the extrem e diversity  w hich exists in  
the national contexts of strategic alliances. Parkhe (1991) exam ines the 
national context of the w orld 's three m ain  trad ing  areas:

Japanese context. In Japan, companies have a long history of 
cooperating in some areas while competing in others, a practice that 
can be traced primarily to two factors: direction from the Ministry of 
International Trade and Industry (MITI) and keiretsu, or large 
industrial groups of firms, representing diverse industries and skills... 
U.S. context. In the U.S., the federal government has traditionally 
viewed cooperation between companies with suspicion, particularly if 
they competed in the same methods... European context. In Europe, 
interfirm cooperation historically has been hampered by fragmented 
European m arkets, cultural and linguistic differences, diverse 
equipment standards and business regulations, and nationalist and 
protectionist government policies (pp.586-587).

H ow ever, Parkhe (1991) also acknow ledges th a t m ost governm ents 
now  see the p o ten tia l advantages of strategic alliances an d  they  are 
attem pting  to narrow  the gap w hich exists in  national contexts.

The in d iv id u a l cu ltu re  of an  o rg an isa tio n  is a key  factor in  the 
d ev e lo p m en t of successfu l s tra teg ic  alliances. The cu ltu re  of an  
organisation is:

...that set of beliefs, customs, practices and ways of thinking that they 
(i.e., those within the organisation) have come to share w ith each 
other through being and working together. It is a set of assumptions 
people simply accept without question as they interact with each other. 
At the visible level the culture of a group of people takes the form of 
ritual behaviour symbols, myths, stories, sounds and artefacts (Stacey, 
1993, p. 41).

H arrig an  (1988) argues th a t corporate  cu ltu re  hom ogeneity  am ong 
partners is even  m ore im portan t to strategic alliances th a t sym m etry  in  
na tional orig ins. H ow ever, P arkhe (1991) p ro p o ses th a t co rpo ra te  
culture differences w ill be negatively related  to alliance longevity.

H u ll et al. (1988) in  their s tu d y  of stra teg ic  p a rtn e rsh ip s  b e tw een  
technology-based en trep reneu rs  in the U.S. and  large corporations in  
the U.S. and  Japan  have found  th a t an  alliance b e tw een  firm s w ith  
different structu res and  cultures are unlikely to be successful because 
the innovative  p o ten tia l of the sm aller firm  m ay be stifled  b y  the 
overpow ering  bureaucra tic  structu re  and  influence of the larger firm .



Doz (1988) e m p h a tica lly  b e liev es th a t  w h ile  n a tio n a l c u ltu ra l 
d ifferences b e tw een  p a rtie s  are im p o rta n t, su ch  challenges are 
overshadow ed by interorganisational disparities.

Lyles (1987) acknow ledges that cultural differences have received m uch 
discussion in  the literature. In  her study, none of the firms m entioned 
cultural issues as the nature  of a m ajor m istake or failure, a lthough  a 
thorough  u n d erstan d in g  of the p roblem  w as m entioned  as im p o rtan t 
for a successful relationship and partnership . Lewis (1990) believes that 
alliances should  be designed to reduce cultural conflict. Factors such as 
lim iting cu ltu ra l distance, shap ing  in teractions to reduce conflict and  
reducing  uncertain ties to lim it confusion shou ld  be considered  in  the 
early stage of the form ation of an alliance. In doing so, bo th  partners 
are actively w orking  together in  an  attem pt to reduce cultural conflict.

1.4.9 Exit Strategy
As the in terests of each partner d iverge over tim e, it m ay  u ltim ately  
lead to the b reak  up  of the alliance. As such, exit m echanism s should  
be p lanned  from  the outset. If such strategies do no t exist, the end  of a 
relationship can be very  costly, no t only in m onetary  term s, b u t also in 
term s of invisible assets such as lost repu tation . C ertain  practices can 
reduce the possibility of this occurring. Partners m ay agree to set a fixed 
tim e in terval after w hich the partnersh ip  m ust be re-evaluated b y  bo th  
sides. A nother possibility is to give either partner an op tion  to b u y  ou t 
the o ther p a rtn e r  at specified  tim es. H arrig an  (1986) describes a 
m ethod, w hereby  the firm  w hich  w ants to resolve the relationsh ip  has 
to state a price at w hich it w ou ld  be w illing to buy  ou t the partner. This 
party  then  has a choice of either accepting the price or paying the same 
price to b u y  ou t its partner. The offering price will not be h igher than  
the v a lu e  to  the offering  firm  an d  w ill n o t be lo w er th a n  the  
assessm ent of the value the partner attaches to the relationship.

1.5.0 Strategic Alliances Between Large and Small Firms

Research has suggested  (Knight, 1991) that sm aller in d ependen t firm s 
often lack the  resources to b ring  their innovative p roducts  or services 
to th e ir fu ll p o ten tia l. These firm s te n d  to be tech n ica lly  or



operationally  orien ted , w hile lacking the general m an ag em en t skills, 
the ability and  resources to m anufacture, m arket an d  d istribu te  their 
p ro d u cts. O ther firm s, w h ile  possessing  som e of these  necessary  
m anagem en t skills and  resources, reach  an  im passe w h en  try ing  to 
expand  their operations to foreign  m arkets or new  m arket segm ents 
(Taylor and  Fosler, 1994). A t the same time, large corporations are not 
the ideal vehicle for generating en trep reneuria l ideas, b u t hunger for 
new  innovative  p roducts  and  services w ith  w h ich  to expand  their 
firm s. The p as t ten  years has seen a p h enom enal increase in  the 
num ber of strategic alliances betw een sm all and  large com panies. This 
rep resen ts  a m ajor change in  the d irec tio n  of stra teg ic  alliances. 
T raditionally , the literature suggests th a t alliances are m ore successful 
be tw een  firm s of the sam e asset size (for exam ple H arrig an , 1985). 
S trategic alliances can offer large firm s a channel to  tap  in to  the 
innovative an d  en trep ren eu ria l po ten tia l of sm all com panies and  an  
opportun ity  to overcom e som e of their ow n rigidities. The sm all firm  
will gain the ability to reach w orld  m arkets quickly, w ith o u t hav ing  to 
b u ild  their ow n  global d is trib u tio n  system  or to nego tia te  com plex 
agreem ents w ith  a num ber of agents. They w ill also have access to the 
extensive know ledge of the large com pany in areas such as volum e 
m an u fac tu rin g , m arketing , costing  an d  so on. H u ll et al. (1988) 
accentuate the  n eed  for o ther resources (as w ell as m oney) to  be 
b rough t in to  an  alliance:

Money is not enough! Many small firms also need access to markets, 
manufacturing know-how and managerial expertise which can best be 
provided by a cooperative relationship with a large corporation. Thus, 
a new era is dawning for "strategic partnering"... Resources for new 
ventures are often discussed in financial terms even though intangible 
assets and informal exchange may be equally important (pp. 445, 448).

Large firm s are becom ing increasingly unw illing  to acquire the sm aller 
firm s for a n u m b er of reasons. The sm aller firm s w ill u su a lly  
com m and a h igh  price, b u t even  m ore im portan t, as a resu lt of the 
acq u is itio n , the  in n o v a tiv e  a n d  en tre p re n e u ria l p o te n tia l of the 
sm aller firm  can be dim inished.

Form ing a strategic alliance w ith  a large com pany is often  the only w ay 
to reap  the  benefits  of a tim in g  ad v an tag e , specifically  in  h igh- 
technology industries. F requently  a w indow  of o p p o rtu n ity  exists for
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m arketing  the p ro d u ct before com petitors m ove in  or the p ro d u c t or 
the technology in co rpo ra ted  in it becom e obsolete. A n estab lished  
p a rtn e r w ith  extensive d is trib u tio n  capabilities m ay  help  to recoup 
in itia l investm en t fast and  realise the full benefits of each p ro d u c t 
in troduction . Innovations are typically  im itated  w ith in  a short tim e, 
thus, sm all firm s need to take full advantage of the large firm. The 
short tim e span  before com petitors in troduce a sim ilar p roduct can be 
used  to bu ild  u p  m arket share and  repu ta tion  and  potentially  to skim  
the m arket w ith  a technologically superior product.

1.5.1 Problems for Small Firms in Technology-based Industries
The technology-based in d u stry  and  m arketp lace are characterised  by 
long lead tim es from  basic research to industria l application, short lead 
tim es in  com m ercialisation, and  accelerated obsolescence u n d er global 
com petitive p ressu re  of new  p ro d u c t and  process in troductions. For 
exam ple, the cost of developing a softw are tool is £450,000 - £500,000 
before packaging  and  m arketing  costs. Small ind igenous com panies 
find it very  difficult to m eet such  w orking  capital requ irem ents for a 
susta ined  perio d  of tim e (M ulcahy, 1993). M arket o p p o rtu n ities  are 
often short-lived  and  technological b reak th rough  can quickly w ipe ou t 
the success achieved by a p ioneering firm.

L itv ak  (1992) p ro p o ses  a n u m b er of g u id e lin es  for successfu l 
en trep ren eu ria l com panies. These guidelines are b ased  o n  a critical 
exam ination of the com petitive experiences and  strategies of 29 sm all 
technology-based com panies. Small firm s are com pelled to p u rsu e  a 
g lobal m ark e tin g  strategy . Firm s need  im m ed ia te  access to  large 
m arkets to  increase the po ten tia l for recovery of up -fron t investm ent 
because local m arkets are too sm all to  su sta in  an  efficient size of 
operation. They should  concentrate corporate efforts and  resources on 
p ro d u c ts  for w h ich  com petitive advan tages can be su s ta in ed  an d  
enhanced. P ro d u c t m arket specialisation  is an o p tim al s tra tegy  for 
sm all firm s because of the  large  in itia l research  an d  d ev e lo p m en t 
investm en t requ irem en ts.

Im p ro v in g  p ro d u c t  f le x ib il i ty  a n d  co s t e ffic ie n c y  th ro u g h  
subcontracting  arrangem en ts  an d  increased  in v estm en t in  advanced  
m anufac tu ring  system s w ill allow  sm all com panies to  com pete w ith
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com panies th a t benefit fo rm  econom ies of scale in  p ro d u c tio n  and  
distribution. C om pany strategic plans should  incorporate bo th  p roduct 
and  process technology plans. Small technology-based com panies need 
to foster th e  ab ility  to  tie toge ther the co m p an y 's  research  an d  
developm ent and  m arketing  strategies, and  the ability  to m anage the 
transition  from  a research  o rien ta tion  (i.e., p ro d u c t innovation) to a 
d e v e lo p m en t/m a n u fa c tu rin g  o rien ta tion , w h ere  the  concen tra tion  
lies w ith  process innovation and  profit m axim isation.

Firm s shou ld  n o t hesitate in filing for paten ts in  OECD countries to 
streng then  in ternational m arketing  niche strategies an d  to enhance the 
com pany 's  cred ib ility  as an  inn o v a tiv e  o rgan isa tion . Sm all h ig h  
technology-based  firm s shou ld  recognise the o p p o rtu n ity  to  prom ote 
co rporate  g ro w th  th ro u g h  stra teg ic  alliances in v o lv in g  v ertica l or 
horizonta l re lated  business. Finally, he em phasises the im portance of 
fo rm ula ting  a m ission  or v ision  for the com pany  th a t cap tu res  the 
ow ner's strategic intent, involving the partic ipation  of key em ployees, 
i.e., undertak ing  strategic planning.

L itvak (1992) believes th a t sm all techno logy-based  com pan ies can 
survive if:

they concentrate(d) corporate efforts in areas of comparative 
advantage, pursue(d) a global niche strategy, emphasise(d) the applied 
and marketing side of the technology chain and possess(ed) the ability 
to adapt to and take advantage of the business/governm ent climate in 
which the operate(d) (p.51).

P e rid is  (1992) d o cu m en ts  the  p ro b le m s e n c o u n te re d  b y  sm all 
technology-based com panies. Firstly, sm all com panies are lacking in  
m an ag em en t d ep th . E n trep ren eu ria l-m in d ed  firm s are o ften  very  
reluctan t to relinquish  control over either strategic or tactical:

The entrepreneurs indicated that they were too busy managing their 
com panies, handling unscheduled  crises and  responding  to 
com petitors' incursions to devote m uch time or resources to 
producing futuristic documents. They saw little merit in having a 
wish list of goals to be realised three to five years down the road 
(Litvak 1992, p.51).

Secondly , sm all com panies co n stan tly  experience the  p ro b lem  of 
in a d e q u a te  financia l resources. In  h ig h  techno logy  in d u s tr ie s  a
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su b stan tia l in v estm en t is in  in tang ib le  assets su ch  as researchers 
salaries an d  perishable m ateria ls ra ther than  fixed assets. This is an  
obvious problem  experienced by  sm all softw are com panies in  Ireland, 
the m ajority  of w hich  are undercapita lised . D ue to the lack of fixed 
assets, they  encoun ter d ifficu lties in  financing  th e ir  research  and  
d e v e lo p m e n t an d  p ro d u c ts  are o fte n  b ro u g h t to  th e  m a rk e t 
p rem aturely  (M cLoughlin, 1993). Thirdly, sm all firm s lack the ability 
to protect p roprietary  know ledge. Litvak (1992) states that the inability 
to protect p rop rie tary  know ledge further inhibits the strategic p lann ing  
process:

...because of their general concern with secrecy and the ever-present 
threat of a key employee becoming a competitor, the entrepreneurs 
were unwilling to disclose the necessary financial and marketing data 
to make formal strategic planning a purposeful management activity 
(Litvak, 1992, p.51).

Finally, sm all com panies experience m any problem s w ith  governm ent 
bu reaucracies. The m ajority  of sm all techno logy-based  com panies 
receive d irect governm ent assistance for their activities. H ow ever, the 
m u ltitu d e  an d  com plexity  of re lev an t ru les an d  reg u la tio n s  create 
trem endous fru stra tion  for sm all firms.

1.5.2 The Role of the Large Firm in the Strategic Alliance
N iederkofler (1989) has fo u n d  th a t the p rim ary  ra tio n a le  for sm all 
technology-based firm s to cooperate w ith  larger firm s w as to gain access 
to d istrib u tio n  channels, to achieve credibility w ith  banks, custom ers 
and  su p p lie rs  and  to source cap ita l to finance h ig h  g ro w th  rates. 
C ooperative  re la tio n sh ip s  w ith  la rg er com panies he lp  the  sm aller 
firm s to grow  and  establish a defensible position  in  a shorter space of 
tim e th an  they could achieve independently .

A large corporation  can bring  finance into a sm all en trepreneuria l firm  
b u t so can in d ep en d en t ven tu re  capitalists. The un ique contributions 
that larger partners  m ake to sm aller partners lie in  m any  areas. Young 
tech n o lo g y -b ased  com pan ies freq u en tly  experience p ro b lem s w ith  
credibility. To a certain  extent, the en trep reneu r's  personal rep u ta tio n  
in  an  in d u s try  d e te rm in es  re la tio n s  w ith  su p p lie rs  a n d  in d u s try  
organisations. But for nonm em bers of an  in d u stry  such  as end-users, 
the age an d  size of a business m ay be the m ost im p o rtan t m easure of
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c red ib ility  (Baatz, 1992, N ied erk o fle r, 1989). For exam ple , few 
custom ers w ou ld  w ish  to purchase com puter eq u ip m en t from  a new  
firm  w hich  m ay n o t be in  existence in  a year or tw o. H ow ever, a 
v isib le  re la tio n sh ip  wTith  a la rge  estab lish ed  co m p an y  m ay lend  
cred ib ility  to a new  v en tu re  an d  assist in  overcom ing  acceptance 
barriers.

A large com pany can be an  invaluable source of in d u stry  know -how  
and  contacts, bo th  on  the custom er side an d  on  the su p p lie r side. 
Established firms m ay also have preferential access to restricted  supply  
resources. Giving access to a d istribution  system  is one of the prim ary 
roles of the large partner. M any softw are com panies are focused on 
p ro d u c t d ev e lo p m en t an d  h av e  n e ith e r th e  re so u rce s  n o r the 
m an ag em en t expertise  to  b u ild  u p  their ow n  d is tr ib u tio n  system . 
Instead , they search for an  estab lished  corpo ra tion  to take over the 
m arketing  and  d is trib u tio n  of the product. In  tu rn , these  firm s are 
com pensated w ith  a royalty  on  sales.

L itvak  (1992) an d  P e rid is  (1992) have b o th  fo u n d  th a t sm all 
en trep ren eu ria l firm s are lacking  in  m anagem en t d ep th . As they 
outgrow  the stage of direct control by the ow ners, they need to develop 
d ifferen t m an ag em en t p ro ced u res  an d  s tru c tu res . E n trep ren eu ria l 
firm s generally lack m iddle-level m anagem ent. As the firm  grow s, the 
accounting system  becom es increasingly m ore com plicated, a custom er 
inform ation system  m ay need to be installed, and  the o rganisation  m ay 
require som e degree of form alisation  for efficiency reasons. In  being 
partners , large firm s are in  a position  to p ro v id e  read y  m odels for 
learn ing  the skills requ ired  and  actively assist in  the im p lem entation  
of new  procedures and  structures, such as quality  control system s and  
costing structures.

The larger firm  will also allow  the sm aller firm  to access efficient large 
scale m anufacturing  facilities. This is especially re levan t in  the capital- 
intensive and  scale-sensitive p ro d u ctio n  and  research  such as softw are 
developm ent w here the actual p er-u n it costs of p ro d u c tio n  are very  
low. By cooperating  w ith  the larger firm , the sm all firm  is able to 
sig n ifican tly  reduce  cap ita l in v es tm en t an d  yet be able to  take 
advantage of high quality, low cost m anufacturing. C ooperation w ith  a
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larger firm  w ill give the sm all com pany access to com plem entary  
technical know -how . Frequently , the success of the  sm aller firm s is 
b u ilt on  the com bination of existing technical know -how  ra ther th an  
on its creation  of new  know ledge. Thus, the link  w ith  the larger 
p artn er w ill p rov ide  the sm aller firm  w ith  access to critical resources 
and  assets. W ithou t these, the sm aller firm  w o u ld  n o t be able to 
pu rsue  the opportun ity  it has chosen as the m ost attractive.

1.5.3 Success Factors in Strategic Alliance Between Large and Small 
Firms
The issues involved in  the success of strategic alliances betw een  large 
and  small com panies are m ultiple and  complex. Doz (1988) categorises 
three sets of issues w hich are critical to success.

The Convergence of Purpose
In  o rder th a t a partnersh ip  will succeed, a m in im um  set of operational 
goals and  a h igh degree of m utual understand ing  are necessary. Even 
if in d iv id u a l p u rp o se s  are d iffe ren t, th ey  m u s t be su ffic ien tly  
com patible on specific term s to allow for com m on operational goals. 
H ow ever, there  are a n u m b er of factors w h ich  in h ib it successful 
convergence pu rp o ses . F irstly , in te ro rg an isa tio n a l d ifferences w ill 
have a detrim ental effect on  an  alliance:

Typically the larger firms are slow, ponderous, and consensual in their 
decision making, both in entering a partnership and subsequently with 
respect to the specific decision to be made over the life of the 
partnership. When they are not, this usually reflects hasty top 
management commitments which are opened to questioning, change, 
or mere foot dragging, if not outright sabotage, by operating levels. In 
the larger firms, decisions typically span m ultiple levels, w ith 
intermediate levels playing a key role. Top management not being 
knowledgeable of the specifics of all businesses, commitments at 
intermediate levels in the hierarchy are necessary. Smaller firms are 
more agile, fast footed, and nimble in their motives, w ith strong 
informal horizontal and vertical communications. They are also 
driven more tightly from the top. Furthermore, the formality and the 
clarity of hierarchies and the perceived social distance between levels 
are greater in the established firms than in the entrepreneurial ones 
(Doz, 1988, p. 320).

Such fundam ental differences m ust be recognised and  dealt w ith  in  the 
p lan n in g  stage of a strateg ic alliance in o rd er to overcom e cu ltu ra l
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distance. K night (1991) advises that sm all com panies should  expect 
such  differences and  p lan  for them  from  the in itia tion  of the alliance. 
Secondly, uncertain ty  and  m isunderstand ings m ay exist in  the alliance 
because of difficulty for the larger firm to clearly com prehend exactly 
w hat the  sm aller firm 's technology or innovative  idea  can prov ide . 
This problem  w ill occur because the technologies are unclear and  not 
developed  far enough  yet or because the analysis of com plem entary  
and  com petitive aspects of the partnersh ip  is no t carried  far enough. 
Also the capabilities of the larger firm  m ay be overra ted  by the sm all 
firm . Finally, there  exists in  b o th  p artn ers , a n a tu ra l reluctance to 
d ivu lge  in fo rm ation . P a rtn e rs  find  them selves in  a com plicated  
situation  w hereby if they contribute too little to the partnersh ip , it w ill 
fail, w hile if they  contribute too m uch too openly , their p artn er w ill 
gain  the u p p e r  h a n d  in  the im plicit or exp licit b a rg a in in g  pow er 
balance in  the alliance.

Consistency of Position within the Large Firm
Large firm s experience difficulties in estab lish ing  an d  m ain ta in ing  a 
co n s is ten t p o s itio n  re la tiv e  to  th e ir  sm a lle r  p a r tn e rs . L arge 
organ isa tions are m ade u p  of several levels of m an ag em en t and  
different personalities. It is likely that w ith in  a large corporation, some 
people w ill s tand  to  gain from  a partnersh ip  w hile o thers m ay stand  to 
lose. Thus w hile an alliance m ay offer solutions and  opportun ities to 
some, it p resents problem s and threats to others:

Vested interests in the large firm are important mainly in that they 
make reaching an honest assessment of the partnership difficult - the 
analysis is partisan analysis. Top management - at divisional or 
corporate level - may have a strong influence but not the ability to 
create or impose a single unitary view. Furthermore, the intrinsic 
technological and m arket uncertainties of m any partnerships, 
encourage vested interest. Positions are often more a m atter of 
judgement and belief than a matter of well-defined analysis (Doz, 1988, 
p. 327).

Top m an ag em en t in  the la rger firm  m ay develop  expecta tions of 
success ra ther than  a balanced  view  of risks and  advantages. This m ay 
lead  to an  overem phasis on the m erits of the  ag reem ent in  the early  
stage of the strategic alliance. H ow ever, m ost alliances are form ed in  
h ig h  risk  en v iro n m en ts  and  the  resu lts  are lo n g -te rm  ra th e r th a n  
short-term  re tu rns (A nderson, 1990). U nless this is clearly understood
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from  the outset, it is likely th a t a degree of overpessim ism  about the 
success (or lack of success) of the strateg ic alliance w ill be p resen t 
w ith in  the senior m anagem ent of the large firm . This could lead  to a 
reduction  in the resource com m itm ent. A n obvious so lu tion  to this 
problem  is to ensure th a t sufficient com m unication takes place w ith in  
the large firm . This com m unication shou ld  occur o n  b o th  a vertical 
and  horizontal level.

Interface
The operating  interfaces betw een  tw o p a rtn ers  m u st be p lanned  and  
n o t sim ply assum ed. C ultural gaps are again  a factor in  this situation. 
A strategic alliance brings together tw o (or m ore) com panies w hich are 
quite d ifferent, have no w ay  to u n d e rs tan d  each  o th er 's  o p e ra tin g  
m ode and  no u n d erstan d in g  of m anagers' ro les an d  positions in  the 
o ther organisation. It is v ital to attem pt to fill these gaps in  the very  
early  stage of the alliance th ro u g h  close cooperation  and  coordination. 
It is essen tia l to  clearly  u n d e rs ta n d  w h ere  the  sm all com pany 's  
contribution  'fits' w ith in  the large com pany. The ind iv iduals dealing 
w ith  the  alliance sh o u ld  be chosen v ery  carefu lly , "...m ost of the 
in d iv id u a ls  successfully  invo lved  in  m ak ing  the p a rtn e rsh ip  w ork , 
h ad  en trep reneuria l skills th a t set them  ap art from  their colleagues" 
(Doz, 1988, p. 335).

Doz (1988) concludes th a t an  alliance is m ore likely  to  fail d u e  to 
m anagerial ra ther th an  technical reasons. If bo th  firm s recognise and  
a ttem p t to overcom e the issues iden tified , they  are m oving  tow ards 
achieving a successful strategic alliance.

1.6.0 Conclusions

This chapter identifies the critical issues involved  in  strategic alliances 
and  partnersh ip  agreem ents. W hile in  the past, the average success rate 
of strategic alliances w as low , they  are becom ing cornerstones of new  
ven tu re  strategies. In  a w orld  of increasing environm ental turbulence 
and  com petition , su rv iv a l an d  g ro w th  are m ade possib le  th ro u g h  
innovative capabilities and  organisational flexibility. Strategic alliances 
allow  sm all firm s access to  som e of the la rger firm s' resources and
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assets, such as m arketing and  distribution  channels, and  an  established 
rep u ta tio n , w hile  large firm s benefit from  the in n o v a tiv e  n a tu re  of 
sm aller com panies. Such p artn ersh ip s help  firm s to com pensate for 
th e ir id io sy n cra tic  w eak n esses by  g iv ing  access to  th e  p a rtn e r 's  
resources, skills an d  capabilities. W hile cooperation  is no t the only 
s tra te g y  av ailab le  to  com pan ies  re sp o n d in g  to  an  in c reas in g ly  
com petitive environm ent, they cannot afford to ignore cooperation  as 
an  instrum ent to pro tect or enhance com petitive advantage.

The follow ing chap ter proffers a review  of the softw are in d u stry  in  
Ire land  w ith  p articu la r em phasis g iven to  stra teg ic  alliances in  the 
industry .
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Chapter 2

A STRATEGIC REVIEW OF THE 
SOFTWARE INDUSTRY IN IRELAND



2.1.0 Introduction

This chap ter develops a strategic review  of the softw are in d u stry  in  
Ireland. It exam ines the industry  by divid ing  com pany types in to  tw o 
subsections - indigenous and  foreign-ow ned. Forces of change w hich  
influence the industry  are exam ined and  key trends are identified. The 
chapter closes w ith  a discussion on strategic alliances in the industry.

The m o d ern  econom y is governed  b y  com puters an d  in fo rm atio n  
technology to a m uch greater extent than  m ost people realise. C om puters 
are  n ecessa ry  for ev ery  secto r of the eco n o m y  - a g r ic u ltu re , 
m anufacturing and services - and  m ay never be considered as a separate 
sector, in  iso la tion  from  the rest of the econom y (M urphy , 1993a). 
D espite hav ing  one of the fastest grow ing m arkets in  the w orld , the 
com puter industry  is subjected to m uch  volatility and  unpredictability . 
Failure to adjust to these conditions has created a paradox w hereby  the 
large, dom inan t com panies of a few  years ago are now  b o rd erin g  on 
collapse, w hile recen t s ta rt-ups becom e m u ltin a tio n a l en tities. For 
exam ple, the m arket capitalisation of M icrosoft is now  equivalent of that 
of IBM, a developm ent unforeseen, w hile m any other software com panies 
have grow n at rates even faster th an  d id  IBM and Digital in  their peak 
grow ing stage (M urphy, 1993). This changing phenom enon, w hereby the 
rev en u e  of so ftw are  com pan ies is su rp a ss in g  th a t of h a rd w a re  
com panies, is further evidenced by  the fact that all the large com puter 
m an u fac tu re rs  have expressed  th e ir in ten tio n  of ea rn in g  over fifty 
percen t of revenues from  softw are and  services in  the fu tu re  (Cullen, 
1993).

Few com panies in  any in d u stry  have h ad  the strateg ic fo resigh t to 
fu n d am en ta lly  transfo rm  business m odels th a t have led  to  success. 
H ow ever, new  technological and  econom ic forces dem and such a stance 
because the com puter in d u stry  is experiencing a p ro fo u n d  strateg ic 
inversion driven  by the relentless advance of its ow n technology such as 
m ore pow erfu l m icroprocessors, the  in tegration  of m ore functions in to  
few er chips, and  less expensive, m ore efficient m anufactu ring . The 
im plication of this is successful com puter com panies w ill be those that 
focus o n  inven ting  new  m arkets ra th e r than  b u ild in g  new  p roducts. 
Value is derived  from  scarcity and  in  the industry , scarcity resides in  the
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gap  b e tw een  po w er, i.e., w h a t com pu ters  an d  th e ir  u n d e rly in g  
sem iconductor technologies are capable of doing, and  utility , i.e., w hat 
h u m an  im agination and  softw are engineers are capable of enabling the 
com pu ter to do. The technologies w hich  b rid g e  th is gap include 
m icroprocessor architecture, operating systems, user interfaces, databases 
and  applications software.

2.2.0 The Software Industry - An Appraisal

Softw are, a general term  for com puter program s, com prises a set of 
instructions for perform ing a particu lar action. W hile the m arket for 
com puter hardw are has slackened som ew hat in  recent years, the dem and 
for softw are rem ains undim inished. The software industry  will continue 
to grow , so long as com puter p rogram m ers continue to develop  new  
applications to perform  a m ultitude of different tasks. Yet, since 1991, 
w hen  the overall com puter industry  experienced its first real recession, 
expansion in  software w as reduced concurrently. The softw are industry  
is one of the fastest grow ing industries in  Ireland and  is am ong the top 
five exporting  sectors in  the country, accounting for 10% of all exports 
(N ational Softw are D irectorate, 1992). A lthough  a re la tive ly  new  
ph en o m en o n  - tw en ty  years ago, it w as v irtua lly  nonex isten t - the 
softw are in d u stry  is p resen tly  undergo ing  a num ber of changes. The 
pace of change in the industry  is relentless; the structure is changing, the 
n a tu re  an d  dem an d s of its m arkets  are changing  an d  finally , the 
tech n o lo g ies  w ith  w h ich  the  in d u s try  m u st d ea l are chang ing . 
C ontinuous change to this degree causes great difficulty - especially for 
sm all com panies - in  keeping inform ed of the relevan t changes. The 
challenge is fu rther intensified  by the need  to no t only be capable of 
keep ing  in fo rm ed , b u t to  possess the ability to ad ap t to  change, to 
anticipate it and ultim ately to convert it to gain com petitive advantage.

2.2.1 Key Trends
A nu m b er of key trends are identifiab le w ith in  the in d u stry  and  its 
m ark e ts  w h ich  are h av in g  a p ro fo u n d  in fluence  o n  the d es ig n  
developm ents and  sale system s and  thus, on the success or dem ise of 
softw are com panies (Cullen 1993a). M ultinational user com panies are 
increasingly tending  tow ard  sourcing global solutions from  one vendor.
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G lobalisation, continuously  increasing s tandards and  a trend  tow ard  
facilities m anagem ent will lead to the em ergence of a sm all num ber of 
very  large com panies w ho, as system s integrators, will dom inate the IT 
service sector by offering a global m ix of hardw are , system  softw are, 
netw orking, com m unications, application softw are, and  add-on  services 
in  a "one-stop shop" approach. The influence of the U.S. on the global 
softw are industry  is intensive; the U.S. is the la rgest single m arket for 
softw are and  its p roducts lead  the w orld  in  alm ost every  m arket and  
m ore frequently, products originating elsewhere m ust succeed in  the U.S. 
before gaining w idespread  acceptance in  o ther w o rld  m arkets. As in  
m ost o ther p roduct m arkets, the custom er has em erged  as the decisive 
influence and  com panies, in o rder to succeed, m ust get close to the end  
user and  listen to w hat they request. This inform ation (just like people, 
capital and  physical assets) is becom ing a vital business resource, and  
successful com panies now  access data quickly and  selectively via user- 
friendly interfaces.

M ajor changes have occurred in  d istribu tion  channels in  recent years, 
especially in  the P.C. m arket, due prim arily to huge decreases in  the price 
of hardw are . M anufacturers deal directly  w ith  end-users in stead  of 
having  a long d istribution  chain com prising m anufacturer, d istributor, 
and  dealer or VAR (value ad d ed  reseller). They m anufacture  to order, 
using  JIT, (just in  tim e production scheduling), holding no finished stock 
an d  m in im um  raw  m aterial stock levels. This approach  is now  being 
adopted  by software m anufacturers. The increasing grow th of standards 
in  the I.T. in d u stry  has a d irect effect on  the softw are developm ent 
process. M any users are beginning to set their I.T. p rocurem ent policies 
a ro u n d  key  s tandards. W hile large com panies, e.g., O racle, Sybase, 
Inform ix, or P rogress, are capable of covering all op tions, sm aller 
com panies m ust choose a particu lar m ethodology, effectively cutting off 
sizeable m arket segm ents. Q uality  is now  the central focus of alm ost 
every  in d u stry , an d  the softw are is no  exception. M any end -user 
com panies are certified for a recognised  quality  s tan d a rd  - such  as 
IS09000 - and  in  order to m ain tain  this status, need  to deal w ith  quality 
suppliers. C ustom er regularly  specify an approved  quality  certification 
as a p rerequisite  in  tendering  for the ir business. W ith  decreasing life 
cycles on  new  products and  increasing difficulty sustain ing com petitive
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advantage, the continuous p u rsu it of quality  can be one differentiator 
w hich is sustainable in the long-term.

2.2.2 Implications for Small Companies
G lobalisation can cause severe problem s for sm all com panies w hich do 
not have the size or the international netw ork to be credible in  the eyes of 
large m ultinationals requ iring  global solutions from  one vendor. The 
dom inance of large system s in tegrators leads to m any  difficulties for 
small com panies com peting in  international m arkets. They are likely to, 
at best, assum e a subcontractor role w ith  one of the larger companies. In 
this situation, strategic alliances m ay be the ideal op tion  for the sm all 
com pany. C hanges in  the d is trib u tio n  channel offer a nu m b er of 
opportunities for sm all companies. H ow ever, they require m ultilingual, 
technically - literate te lem arketing  personnel to be able to  deal w ith  
foreign custom ers directly. S tandardisation presents huge challenges to 
sm all com panies insofar as, if they  select a p articu la r tool, they  are 
m aking  them selves inaccessible to  a large p a rt of the m arket. Small 
com panies are also faced w ith  the challenge of sp ira llin g  quality  
standards reflected in custom er dem ands for quality suppliers.

2.3.0 Profile of the Irish Software Industry

The softw are industry  in  Ireland is v iew ed as the sector w ith  the greatest 
potential for industria l developm ent and job creation. In  ju st over one 
decade, the in d u stry  has gone from  a state of alm ost nonexistence to 
becom ing a vital p a rt of the econom y and  am ong the top five exporting 
sectors (O ram , 1992). O ver 8,900 people are em ployed in  the softw are 
in d u stry  w hich  p ro d u ced  revenue of £1.992 b illion  in  1993 of w hich  
£1.842 billion w as export revenue. Even in  the m id st of a recession, it 
con tinues to p ro v id e  w ell-pa id  an d  challenging  jobs for a m ostly  
g raduate  w orkforce. D igital's decision to re ta in  its softw are centre in  
G alw ay, w hile it closed its com puter system s factory has been  w idely  
seen as an  indicator th a t Ireland's fu ture in  inform ation technology is in  
software rather than  hardw are  (Trench, 1993). M urphy (1991) highlights 
that the softw are ind u stry  is a very  valuable asset to the Irish  econom y 
for a num ber of reasons:
1. It is a labour intensive industry
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2. It requires highly skilled, highly paid  personnel
3. The overseas softw are com panies, in  particular, source a substantial 
am o u n t of p ro d u c ts  an d  services in  th is co u n try  e.g., packag ing , 
docum entation, com puter disks.

2.3.1 Structure
The ind igenous softw are in d u stry  is h ighly  fragm en ted  w ith  44% of 
com panies em ploying less than  6 people (see Figure 2.1 for a breakdow n 
of the indigenous sector by com pany size). Some people see this as an  
inheren t w eakness of the sector. H owever, others support the notion that 
since m any  indigenous com panies are set u p  by en trep reneu rs  w ith  a 
c rea tive  idea , im m ense d riv e  an d  d e te rm in a tio n  to  succeed  an d  
frequently  w ith  experience of a particular industry , this w ill lead to the 
em ergence of a small, highly creative, highly m otivated  team  of people 
determ ined to succeed. A lthough there are m any new  start-ups, there is a 
strong  nucleus of w ell established  com panies w ith  a b ro ad  range of 
technical and  com m ercial skills, capable of p en e tra tin g  huge export 
m arkets. A total of 64% of Irish  ow ned com panies em ploy less than  10 
p eo p le  an d  in  co m p ariso n  to Europe as a w h o le , th is figu re  is 
su b stan tia lly  h igh. In  E urope as a w hole, on ly  36% of so ftw are  
com panies em ploy fewer than  10 people. Yet, according to the N ational 
Software Directorate (1992), the num ber of large indigenous com panies is 
increasing. In 1989, only four companies em ployed m ore than  50 people, 
w hile in  1993, this figure has risen to 17. Furtherm ore, the num ber of 
com panies em ploying 20 people or m ore has increased by 80% over the 
sam e period.

C oupled  w ith  the issue of size is that of m anagem ent developm ent. As 
p rev io u sly  d iscussed , m ost m anagers  com e from  a techno log ical 
background . There is a general reluctance in  softw are com panies to 
attract general m anagem ent ta len t and  to use non-executive directors. 
A ccording  to the N ational Softw are D irectorate (1992), there  exists 
evidence, w hich suggests that softw are com panies are m ore susceptible 
to stagnation and at an earlier phase than  firms in alternate industries. It 
suggests four reasons for this occurrence:

1. Size: As a com pany grows, it m ay lose its dynam ic qualities
2. Short life cycle of products: A com pany can rapidly  lose its com petitive
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Figure 2.1 Size of indigenous Sector (n=291 (1991), n=336 (1993))

1-5 6-9 10-19 20-29 30-39 40-49 50+
No. of Employees

Source: National Software Directorate, 1993

edge un less th ere  is co n s tan t and  tig h tly  fo cu sed  research  and  
developm ent
3. Pace of technological change: A softw are com pany m ay discover it is 
on the incorrect platform  or has not invested adequately  in  tra in ing  for 
new  technologies
4. E rosion of technical validity: As the p rim ary  technical people are 
p rom oted  to m anagem ent positions, they  m ay lose to u ch  w ith  their 
specialism  and  stop  developing  technically, th u s  erod ing  the overall 
technical com petency of the company.

The foreign-ow ned sector provides a direct contrast to the size profile of 
the indigenous group. Ireland has become a w orld  centre for softw are 
localisation activity and  m anufacturing, and  has developed a com plete 
infrastructure for these functions. This has im portan t connotations for 
the Irish economy. Significant opportunities have evolved in  the printing 
and  packaging industries, evidenced in their quick response to dem ands 
to u p g ra d e  their q u a lity  an d  expand  their facilities. Even m ore 
im portantly, com panies w ho originally established localisation centres in 
the country  are now  attaching softw are developm ent units. A prim ary 
exam ple of this is the Lotus C orporation w ho decided to develop all its 
U nix-based products in  D ublin rather than  in  the U.S. In  1993, there w as
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a to tal of 81 foreign  ow ned  com panies in  Ire land . As Figure 2.2 
dem onstrates, 80% of these com panies each em ploy 20 or m ore people. 
A lthough the num ber of overseas companies represents slightly less than  
20% of the to ta l a m o u n t of so ftw are  co m p an ies , they  p ro v id e  
em ploym ent for alm ost 50% of those w orking in  the industry . The top 
four companies account for 45% of total em ploym ent in  this sector.

Figure 2.2 Size of Overseas Sector (n=74 (1991), n=81 (1993))
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Source: National Software Directorate, 1993

2.3.2 Revenue and Exports
Of the 417 firm s in  the softw are sector, 336 are indigenous and  81 are 
foreign-ow ned. The indigenous com panies p roduced  revenues of £.236 
billion in  1993 w hich w as a 57% increase on the 1991 figure (£.15 billion); 
49% of this revenue w as export revenue (£.116 billion). In contrast, 98% 
of revenue generated  by  foreign-ow ned com panies is export revenue 
(£1.726 billion). In  all, 79% of indigenous com panies, and  86% of foreign- 
ow ned com panies are active in  export m arkets (see Table 2.1).

Yet, w hile som e Irish  com panies have established offices overseas, the 
m ajority rely u p o n  their ability to sell directly in to  overseas m arkets, or 
use agents and  distributors. O nly 36 com panies have established offices 
in  the U.K., 21 elsewhere in  Europe, and  9 in  the U.S.A.
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U nlike m ost of Europe, w here service com panies dom inate, the Irish  
softw are industry  is predom inantly  product-based. 66% of indigenous 
com panies are en g ag ed  p rim arily  in  the d ev e lo p m en t of en d -u ser 
application products, w hile 34% of the same earn  m ost of their revenues 
from  the su p p ly  of services and  specialist system s such  as tools, 
com m unication software and software for dedicated hardw are devices.

Table 2.1 % of Revenue Earned Through Exports

Indigenous Overseas

% of Revenue 
earned from % of Cum. % of Cum
Exports Companies % Companies %

100 7 7 34.5 34.5
90-99 11 18 34.5 69
80-89 7 25 2 71
70-79 5 30 0 71
60-69 5 35 0 71
50-59 5 40 2 73
40-49 5 45 2 75
30-39 4 49 2 77
20-29 5 54 2 79
10-19 13 67 2 81

1-9 12 79 5 86
0 21 100 14 100

100% 100%

Source: National Software Directorate (1993)

2.4.0 Issues of Importance

The N ational Software D irectorate (1992) has undertaken  a study  w hich  
identified a num ber of w eaknesses w ith in  the indigenous sector w hich  
m u st be ad d ressed  if con tinued  g ro w th  an d  developm en t is to be 
attained. The s tudy  suggests the continued grow th  w ith in  this sector is 
d ep en d en t u p o n  the in d u stry  becom ing m ore export orien ted , be tte r 
m anaged, p ro d u c t led, profitable, and  quality  conscious. H ow ever,
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negative factors are p revalen t in  the industry  an d  are p rerequisites to 
achieving growth.

2.4.1 Marketing
Irish com panies are innovative and  technically com petent, yet there is a 
m ajor w eakness in  the m ark e tin g  s tru c tu re  of m ost in d ig en o u s  
com panies. "The 'nerd ' engineer m ay well rem ain  v ital to any softw are 
house, b u t increasingly, the commercial side is also loom ing large" (Daly, 
in  Fitzgerald, 1993). M ost companies lack basic inform ation on the size of 
their m arket, of their ow n m arket share, and  m ore im portantly , they lack 
the know ledge necessary to develop appropriate m arket entry strategies. 
They face m ajor difficulties in  choosing b e tw een  direct approaches or 
o p e ra tin g  via d is tr ib u tio n  channels. In d eed , v e ry  few  so ftw are  
com panies em ploy  qualified  m arketing  personnel. People are the  
p rim ary  asset of any softw are com pany. H ow ever, a neglect am ong the 
indigenous sector in  investm ent in the ongoing train ing and  developm ent 
of em ployees is evident. Lack of m anagem ent expertise is an  ongoing  
problem  since m ost m anagers come from  a technical background  and  to 
no t posses the necessary m anagerial skills to develop the com pany in to  a 
larger operation.

A ttem pts are being m ade to establish a special m anagem ent developm ent 
course for senior m anagers of softw are com panies w ith  em phasis on 
finance, business strategies, delegation and  p resen tation  skills (N ational 
Softw are D irectorate, 1992). The Inform ation and  C om puting  Services 
A ssociation has also identified  m arketing, and  specifically in ternational 
p ro d u c t m ark e tin g  as being  of critical im portance to firm s in  th is 
industry . The A ssociation em phasises the im portance of n u r tu r in g  
m arketing  functions w ith in  softw are com panies and  p rov id ing  aid  in  
m arketing and  distributing their products in  order to facilitate continued 
developm ent in  the softw are in d u stry  (Sunday Business Post, July 4, 
1993).

2.4.2 Funding
F und ing  has been, and  continues to  be a m ajor w eakness in  the Irish  
softw are industry . The m ajority of com panies find it extrem ely difficult 
to source venture capital or seed funding, w hilst capital rem ains a critical 
fact in  the g row th  and  developm ent of a successful capital (Fitzgerald,
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1993). W ith the exception of state agencies and  certain BES funds, their is 
m in im al v en tu re  o r seed  cap ital availab le  in  Ire lan d . F inancia l 
institutions - banks, venture capital companies - view  software com panies 
as high-risk investm ent particularly since they usually  do no t have h igh  
value physical assets. Indeed, in  m any sm all softw are com panies, the 
biggest asset is the software developer(s). The lack of venture capital is a 
m ajor p rob lem  in  Ireland. In the U.S. in  1990, 15.7% ($420m) w as 
invested by venture capitalists in the softw are industry . The equivalent 
figure in  Europe (figures are not available for Ireland as a separate entity) 
w as $294m, w hich  is a m ere 3% of the to ta l invested  by  v en tu re  
capitalists.(National Software Directorate, 1992).

Lack of cap ita l m eans th a t m any so ftw are  com panies com m ence 
undercapitalised, relying on loan and overdraft facilities. The long term  
inference is that m any companies are forced to concentrate their energies 
on  generating  revenue for day-to-day  expend itu re  and  are unab le to 
in v est in  p ro d u c t re sea rch  an d  d e v e lo p m e n t an d  the s tra teg ic  
requirem ents of the business. As an illustration  of the im plications of 
this, consider that the typical cost of developing a low  price softw are tool 
is approxim ately £450,000 and a h igh  price application product is around  
£600,000. This does no t include and  m arketing  or com m ercialisation 
costs. Therefore, a com pany faces a negative revenue of at least £500,000 
before any revenue is generated (McLoughlin, 1993). It is very difficult to 
fu n d  such  expend itu re  w ith  sho rt term  funding . W here com panies 
experience such a degree of undercapitalisation, they find it extrem ely 
difficult to afford the m anagem ent experience necessary to take a p roduct 
to an in ternational m arket (which, due to the natu re  of the industry , is 
critical to the success of a product).

A recen t exam ple of the effect of lack of fu nd ing  in  Irish  softw are 
com pan ies  is the  case of G lockensp ie l (Irish  C o m p u te r, 1992). 
G lockensp ie l becam e the firs t co m p an y  to  offer a com m ercia l 
im plem entation  of C++ in  1986. It had  ad o p ted  C++ as its p rim ary  
developm ent language and  secured rights from  AT&T to further develop 
and  m arket C++ u n d e r licence. H ow ever, in  1992 the com pany  w as 
acquired by an  A m erican com pany - C om puter Associates In ternational 
Inc. - w h en  it w as forced to ap p ly  for exam inersh ip  due  to  lack of
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funding. A ccording to A dam  W inkelm ann w ho was General M anager of 
the com pany (cited in  Irish Com puter, 1992):

Contrary to rum ours of investm ent of softw are in  Ireland, there is sim ply 
little  or no p rivate  developm ent cap ital availab le  here desp ite  our 
w orldw ide technical reputation.... You cannot ever dom inate the m arket 
w ithou t m oney. You are in the hands of the people w ho distribute the 
m oney (p.5).

M cLoughlin (1993) has suggested that the m ost successful com panies are 
either partia lly  fu n d ed  by clients in  the developm en t stage, or they 
develop an alliance w ith  an international th ird  party  w ho funds ongoing 
research and developm ent. The N ational Software Directorate (1992) also 
advocates the form ation of strategic alliances w ith  a b igger in ternational 
com pany. The D irectorate has fu rther recom m ended  th a t a h igh-tech  
ven ture  capital fund  be established, w ith  an initial budget of £10m for 
investm ent in software and other high-technology industries.

2.4.3 Quality
As previously discussed, quality is now  the central focus of alm ost every 
industry , software being no exception. In Ireland, a significant gap exists 
in  quality standards betw een a large majority of overseas and  indigenous 
companies. In  a survey carried ou t by the N ational Software D irectorate 
in 1993 it w as found  that 39% of overseas com panies have a recognised 
quality m anagem ent system, while only 9% of indigenous com panies do 
so. A lth o u g h  41% of ind igenous com panies are in  the p rocess of 
im plem enting  a quality  m anagem ent system , 50% have yet to begin  
im plem enting  such  a system . The quality  status of m any  ind igenous 
com panies is very  poor and  this is affecting the in d u stry  as a w hole. 
According to the N ational Software Directorate:

There is a  real gap betw een the overseas com panies and  the ind igenous 
com panies and  it is growing. O verseas com panies tend to have a very  
fo rm alised  ap p ro ac h  to so ftw are  d ev e lo p m en t and  tre a t it as an  
eng ineering  discipline w ith  em phasis on quality  an  professionalism . 
T hey  also  u su a lly  b enefit from  th e  im p o sitio n  of a co rp o ra te  
m ethodology an d  use of prescribed tools. The indigenous sector tends to 
treat softw are developm ent m ore like a cottage industry  than  a precise 
engineering discipline. (National Software Directorate, 1992, p.3-8).

It further highlights the effect of lack of funding on quality, w hereby m any 
com panies are operating  on  very  low  profit m argins and therefore, their
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actions and  culture are dom inated by im m ediate issues rather than  being 
gu ided  by  m ed ium  or long term  strategies. M cLoughlin  (1993) also 
em phasises this po in t th a t the lack of fund ing  from  institu tions forces 
some com panies to perform  less than  the necessary am ount of m arket 
research at the user requ irem ent stage of the developm ent stage w hich 
severely im pinges on quality procedures during  this stage.

In sum m ary , the m ost critical and  im m ediate issues w hich  m u st be 
ad d ressed  th ro u g h o u t the Irish  softw are  in d u s try  are the  lack of 
m arketing, funding  and  quality in  indigenous com panies. W ithout these 
functions in  place, Irish com panies will grow  at a slow rate and  fail to 
achieve a sufficiently strong m arket position.

2.5.0 Strategic Alliances

C om panies in  the softw are in d u stry , like those in  m any  o ther h ig h  
technology industries, have experienced m ajor structural reorganisation  
due to  a co n tin u u m  of change over the years. A dvancem en ts  in  
technology w hich lead  to p roducts having  a shorter p ro d u c t life cycle, 
escalating costs and  increased com petition are factors w hich  have forced 
com panies in  h igh technology industries, software not being an  exception, 
to develop strategic alternatives to reduce expenditure and  risk  an d  to 
increase their chance of survival and  success. Probably the m ost p ro found  
developm ent in  the software industry  is the increased num ber of strategic 
alliances and  their ready acceptance as an  alternative to the trad itional 
organisational structure. For large com panies, strategic alliances are a 
m eans of reducing cost and risk, developing new  products, and  enhancing 
technology. For small com panies, they offer channels into m arkets w hich 
w ould  be inaccessible to such small com panies on an indiv idual basis.

Jones (cited in  M cColgan, 1993) p u rp o rts  the p rim ary  reaso n  for the 
increasing developm ent of strategic alliances in the softw are industry , is 
the evolu tion  of the industry . Fie believes it m ay reach a po in t w here 
there will be difficulty distinguishing betw een a hardw are and  a softw are 
com pany, and  the p rim ary  reason for this is, he believes, users' dem ands 
for bo th  types of com panies to w ork together.
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A ccording to M urphy  (1994) and  Dixon (1994), m any small, indigenous 
software com panies are now  becom ing involved in some form  of strategic 
alliance - m any , licensing  ag reem en ts  - p r im a rily  w ith  a la rg er 
in te rn a tio n a l com pany , su ch  as h a rd w are  v en d o rs  an d  system s 
in tegrators. The N ational Softw are D irectorate (1992) com m ents th a t 
alliances are m ore likely to succeed if the Irish com pany has an innovative 
p ro d u ct, is quality  d riv en  and  confident in  its ab ility  to m ain ta in  a 
com petitive edge. The D irectorate also h igh ligh ts the advan tage of 
establishing inform al agreem ents w ith  hardw are m anufacturers such as 
IBM, and  using their offices in  other countries to facilitate m arketing and 
sales functions. According to M urphy (cited in  Davis, 1993):

Every company in the business including the very major companies like 
IBM, Novell and Lotus are accepting that they cannot do everything and 
are entering into strategic alliances. They are prepared to acquire 
companies to acquire the technology. There is a definite mood in the 
world of partnering, and one of the things driving it is that the window of 
opportunity is dwindling. You do not have the luxury of saying I will 
tackle the British market this year and the US market a year later. You 
have to move fast when establishing your product. The ability to stay 
ahead and retain a competitive edge is extremely difficult.

Tables 2.2 and  2.3 illustrate exam ples of strategic alliances in  the com puter 
in d u stry  w o rld w id e , and  th e  softw are in d u stry  in  Ire lan d . O n a 
w orldw ide basis, m any com puter m anufacturers are reducing the size of 
their w orkforce in  an  attem pt to reduce their costs, e.g., in  1990, IBM 
reduced  its w orkforce by 14,000, U nisys reduced  its to tal w orkforce by  
5,000 and in 1990/91, Digital decreased its total workforce by  6,000 people. 
This tren d  is set to continue w hereby  the size of the w orkforce w ill 
d im inish  and  the num ber of alliances and  partnersh ips w ill increase. In  
Ire land , stra teg ic  alliances offer the m any  u n d er-cap ita lised , sm all 
indigenous com panies the opportunity  to expand their m arket beyond the 
boundaries of w hat they could finance on  an indiv idual basis. Indeed it 
has been  cited th a t every successful indigenous softw are com pany has 
initially exploited  an alliance or partnersh ip  of som e type - m ost often 
w ith  a hardw are  m anufacturer - to gain access to overseas m arkets w hich 
w ou ld  o therw ise have been  im possible for the com pany  to penetra te  
(National Software Directorate, 1992).
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Table 2.2 Examples of Strategic Alliances in the Computer Industry

Date Partner Partner Technology

1983 IBM Microsoft O S/2

1984 Microsoft Apple Mac Os

1987 IBM Lotus 1-2-3/m

1987 M icrosoft 3Com LAN

1991 IBM Lotus OfficeVision

1991 IBM A pple Object-Oriented 
H ardw are-Ind. 
O perating Env.

1992 G roupe Bull IBM M icrochip

Source: Compiled by author from various sources

Table 2.3 Examples of Strategic Alliances in the Software Industry 
in Ireland

Date Partner Partner Technology

1990 SoftCo DITAS SoftLink

1992 Dascom StorageTek Online Tape 
Archival System

1993 EirTrade PostGem EDI

1993 Phimac Office Integrated RULER

1993 Softco Oki Systems DOC-1T

1993 Vector Software ESRC Financial SW

1994 Iona
Technologies

SunSoft CORBA

Source: Compiled by author from various sources
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2.6.0 Chapter Summary

The softw are industry  is one of the fastest grow ing industria l sectors on a 
w orldw ide basis and  offers enorm ous po ten tial econom ies. The Irish 
softw are in d u s try  com prises a large am o u n t of sm all in d ig en o u s 
com panies and  a lim ited num ber of large m ultinational organisations. 
Difficulties in  sourcing capital funding, insufficient levels of investm ent in  
m arketing , lack of in te rn a tio n a l business experience am ong senior 
m anagem ent and  failure to recognise the im portance of in terna tional 
standards of quality are key w eaknesses am ong the indigenous sector on 
the softw are industry.

Identifiable trends include m ultinational user com panies increasingly  
tending  tow ard  sourcing global solutions from  one vendor; an  em ergence 
of a sm all num ber of very  large com panies w ho w ill dom inate the m arket; 
m ajor changes in  the d istribu tion  channels; and, quality  becom ing the 
central focus of the industry.

Indigenous com panies are increasingly becom ing involved in  some form  
of strategic alliance, prim arily  to enter m arkets currently  inaccessible to 
them  as a small company.

The fo llow ing  chap ter rev iew s m ethodo log ical issues in  m arketing  
research and in  particular, organisational research.
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Chapter 3

C H A N G ING  PERSPECTIVES ON  
RESEARCH M ETHODOLOGY IN  

M ARK ETING



3.1.0 Introduction

This chapter exam ines the changing perspectives of m arketing  research 
m ethodology over the years. It debates the scientific nature  of m arketing 
and  thus, m arketing  research. It explores areas of e thn o g rap h y  and  
phenom enology and proffers the notion of the case s tudy  as a legitim ate 
research tool.

M arketing scholars have, for m any years, debated  the scientific status of 
m arketing  (for exam ples of the argum ents see A lderson  and  Cox, 1948, 
Buzzell 1963, O 'Shaughnessy and  Ryan, 1979 and  A nderson, 1983), the 
nature  of m arketing as a science, or perhaps m ore accurately, the type of 
science that m arketing should  become. W hile the issue has been  argued 
considerably, relatively few  answ ers have been  g iven  to the question  of 
m arketing's scientific credentials. Popper (1962) referring to the search for 
crite ria  th a t separa te  science from  nonscience as the "problem  of 
dem arcation", believes that its solution w ould  be "the key to m ost of the 
fundam ental problem s of the philosophy of science" (p.42). The problem  
of dem arcation is inextricably linked w ith  the issue of scientific m ethod. 
H u n t (1976) argues that positivistic m arketing adopts the perspective of 
a ttem pting  to describe, explain, predict and  u n d ers tan d  the m arketing  
activities, processes and phenom ena that actually exist and  in  doing  so, 
qualifies as a science.

3.1.1 Positivist versus Humanistic Thought
Inheren t in this central argum ent is the question concerning the types of 
m ethods used  by  m arket researchers. M arket research  traditionally  has 
taken tw o distinct paths, one following positivistic philosophies, w hile the 
other approaching hum anistic philosophies. Positivist science is prem ised  
on  axiom s th a t assum e a single, tangible reality  consisting of discrete 
e lem ents; the d iv ision  of d iscrete elem ents in to  causes and  effects; 
independence betw een  researcher and  phenom enon; the possibility and  
desirability of developing statem ents of tru th  that are generalisable across 
tim e and  context; an d  the  possib ility  an d  desirab ility  of value-free, 
objective know ledge discovery (H unt 1983, H irschm an 1986). This is the 
custom ary postu late  u p o n  w hich m arketing is based  and  thus, m arket 
researchers have spen t m any years m easuring, quan tify ing  and testing  
variables, placing m arketing firm ly w ith in  the boundaries of the physical
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sciences. C onversely, hum anistic  research suggests that, ra th er th an  
standing  apart from  the system  being studied , the researcher in tegrates 
w ith in  it (H irschm an, 1986). A fundam ental belief of hum anistic inquiry  
is that hum an beings construct m ultiple realities w hich  are realities th a t 
can be com prehended  only as gestalts, i.e., holistically. Further, the 
researcher and the phenom enon under study  are m u tually  interactive. 
The researcher cannot "distance" the self from the phenom enon nor can 
the phenom enon be understood w ithout the personal involvem ent of the 
researcher. The aim  of research inquiry should be the developm ent of an 
idiographic body of know ledge consisting of tentative statem ents about a 
particular phenom enon. That is the researcher should  strive to construct 
a "thick description" (Geertz, 1973) of the phenom enon  u n d er s tu d y , 
w hich  describes its com plexity, an d  in terna lly  constructed  m eaning. 
Because phenom ena are engaged in  a process of continuous creation, it is 
m eaningless to designate one set of phenom enal aspects as "causes" and  
another set as "effect". Research inquiry is inherently value-laden because 
researcher values inevitably influence the choice of phenom enon, choice 
of m ethod, choice of data and choice of findings. Research inqu iry  is a 
social construction, resulting from  the subjective in teraction betw een  the 
research and the phenom enon. Thus know ledge is subjectively attained; 
know ledge is constructed, not discovered.

These axioms, contrary to a m yriad of m arketing thought place m arketing 
(and thus m arketing research) into a social science rather than  a physical 
science context. P ractitioners are finally beg inn ing  to u n d e rs tan d  the 
benefits of view ing m arket research from  a hum anistic angle as opposed  
to taking a positivistic stance. To fully appreciate the potential richness of 
such  an  approach  to m arket research, it is beneficial to exam ine som e 
areas of e th n o g rap h y  an d  phenom enology , app roaches w h ich  are 
com m only used  in areas of the social sciences.

3.1.2 Phenom enology
Phenom enology takes a directly opposite stance to that of positivism . It 
starts w ith  the concept th a t reality  is socially constructed  ra ther th an  
objectively determ ined. Therefore, the social scientist should  aim  no t to 
gather facts and  m easure how  often certain patterns occur, bu t rather, to 
a ttem p t to appreciate  the d ifferent constructions and  m eanings th a t 
people place u p o n  their experience. Thus, it is m ore beneficial to try  to
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un d erstan d  and  explain  w hy people have different experiences, ra ther 
th an  search for external causes and  fundam ental law s to explain  their 
behaviour. W ithin  the phenom enological v iew poin t, there are several 
direct attacks on the assum ptions of positivism . Keats (1981) disregards 
the idea of "scientism" w hich postulates that the only know ledge of any 
significance is that w hich is derived from the use of objective m easures. 
A nother criticism centres on  the view that science itself should  be based  
only on data that can be observed and  m easured  directly. H ow ever, one 
of the strongest attacks on positivism  has been  on  its assum ptions of 
value-freedom . H aberm as (1970) has strongly argued  this case, pointing 
ou t that any form  of know ledge is an  in stru m en t of self preservation. 
H u m an  in terests inherently  condition the m ethods of inqu iry  an d  the 
constructions of know ledge used by researchers. Yet positivists claim that 
research m ethods used  are independent of values and  interests.

Melville Dalton (in Easterby-Smith et al, 1991, p. 29) carried out one of the 
pioneering studies using a phenom enological perspective. H e stud ied  the 
behaviour of m anagers w hen  w orking him self w ith in  the organisation as 
a m anager. W hile w orking  in the com pany, he gathered  data from  his 
o w n  o b se rv a tio n s  an d  from  those of a n u m b er o f in fo rm an ts . 
In terestingly , a lthough  m uch of his data  w as qualitative, he w as no t 
averse to collecting a certain am ount of quantitative data such as details of 
the salaries. D alton d id  no t com m ence the research  w ith  any  clearly 
preconceived set of hypotheses and theories to test; his research grew  out 
of his ow n questionings and  thought. R ather th an  try ing  to form ulate 
explicit hypotheses and  guides for his w ork, he contented him self w ith  
fram ing sim ple questions about events that w ere taking place w hich he 
d id  no t clearly understand.

Burgoyne and  H odgson (1983) used a sim ilar approach to collecting data 
about m anagers' experience of their w ork  and how  they learn  naturally  
from  everyday experience. Their data consist of a num ber of ep isodes 
from  the w orking lives of eight m anagers. Their data  collection involved 
a general "context" interview ; observation  and record ing  actual events 
from  their w ork  lives, w here possible, hav ing  m anagers "think aloud" 
during  such events; after the event occurred, having m anagers recall their 
thoughts and  feelings; and  finally, a num ber of m onths later, conduct a 
fo llow -up interview . W ith in  a strict phenom enological approach , the
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realm  of experience w as the basic focus of research, and  descriptions of 
this constituted the data for analysis.

Taylor and  B ogdan (in G um m esson  1991) su m  u p  the ideals  of 
phenom enology in their definition. According to them:

the phenomenologist is committed to understanding social phenomena 
from the actor's own perspective. He or she examines how the world is 
experienced. The important reality is what people perceive it to be 
(pp.149-50).

3.1.3 Ethnography

Ethnography is a method for both data collection and analysis, each 
irrevocably mated to the other. It is based upon achieving a conscious 
and systematic interpretation of the culture system operating for those 
the ethnographer observes to those who may eventually take in the 
ethnographer's end product... most commonly, a book (Rosen, 1991,1).

In  ethnographic studies, the researcher becom es the  research tool and  
collects d a ta  th ro u g h  liv ing  am ong those  w ho  are the  da ta . The 
ethnographer becom es part of the situation being s tud ied  in  o rder to feel 
w hat it is like for the person  in that situation. M any view  ethnographic 
s tud ies  sim ply  as an  art of d escrip tio n  or m asses of useless and  
uninterpretable inform ation, yet huge am ounts of data  w ill be recorded, 
filed, stored, checked and rechecked and thus organised according to one 
of several interpretative styles.

From  the body  of ethnographic literature, Sanday (1979) categorises these 
styles into three taxonomies:

Holistic Style
A lthough  differing v iew poin ts exist w ith in  th is style, essentially  it is 
concerned w ith  describing and in terpreting culture as a w hole rather than  
a num ber of indiv idual units.

Semiotic Style
The centrality of the semiotic style lies in the search for the "native's poin t 
of view". "The w hole po in t of a semiotic approach to culture is to aid  us in 
gaining access to the conceptual w orld  in w hich o u r subjects live in  order 
th a t w e can, in  som e extended sense of the term , converse w ith  them" 
(Geertz in Sanday, 1979, 532-33). W ithin this in terpretative style, Geertz
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(1973) sees the possib ility  to m ake "thick descrip tion" as being  the 
essential task of theory building.
Behaviouristic Style
B ehaviourism  involves the "form ulation  of ded u c tiv e  p ropositions" 
(Sanday, 1979, 536). The m ain  objective of this approach is to "uncover 
covarying patterns in observed behaviour" (p. 537).

Rosen (1991) proposes the use of a fram ew ork for analysis developed by  
Spooner (1983 in Rosen 1991). This entails the use of one or a com bination 
of three fundam ental forms, based on establishing the:

appropriateness of the reported data to human needs (functionalism); the 
tendency of the reported data to reinforce social and cultural equilibrium 
(structural-functionalism); or the consonance of the data with presumed 
meta-pattems of thought (structuralism) (p.2).

Van M aanen (1979) further em phasises the im portance of analysis, since 
m uch confusion surrounds the types of em pirical data gathered  th rough  
ethnographic studies. He em phatically states that the fieldw orker m ust 
con tinuously  be separa ting  opera tional and  p resen ta tio n a l d a ta  for 
analytic purposes, w hich is not a sim ple task:

... the fieldworker may find it difficult to generalise (to develop second- 
order concepts) from specific practices (operational data) without merely 
parroting back the normative abstractions (presentational data) used by 
members of the studied group to both describe and account for their 
behaviour (pp.543-45).

W hile m ost e thnography  is w ritten  about general forms of organisations 
and  general w ays of th ink ing  in  p a rticu la r contexts, o rg an isa tio n al 
e thnography  is "predom inantly  concerned w ith  those social re la tions 
coalesced around  a subset of goal-oriented activities" (Rosen, 1991, p.3). 
A n th ropo log ists  have trad itio n a lly  s tu d ied  k insh ip  an d  com m unity  
o rganisations w hereas organ isational e thn o g rap h y  differs in  th a t the 
focus is o n  the form al adm in istra tive organisation. H istorically , the 
p rim ary  concern  in  an th ro p o lo g y  lies w ith in  how  one com es to 
understand  - if such understanding  can be attained - the understand ing  of 
others. O rganisational ethnography, on the other hand, is concerned no t 
w ith  co m p rehend ing  iso la ted  and  "exotic" com m unities, b u t  ra th e r 
app rehend ing  a local subject and  transform ing th a t w hich  is cu ltura lly  
familiar into a subject upon  w hich to in terpret understandings. There are
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a n u m b e r  of p ro b le m s a tta ch ed  to c o n d u c tin g  o rg a n isa tio n a l 
e thnography . In itially  the researcher m u st m ake a choice b e tw een  
conducting research as an em ployee of the com pany or as an  outside 
observer. In  becom ing a direct partic ipant, the researcher w o u ld  hope 
that by being w hat the m em bers of the organisation are he w ou ld  be able 
to give a m ore incisive account of the organisational social processes and  
structure than  by being merely an observer. H ow ever, a num ber of issues 
m u st be raised. A n observer has less access th an  a partic ipan t to the 
technical expertise and  em otional feelings w hich  derive from  do ing  a 
particu lar type of job. The role selected by the ethnographer will have a 
direct correlation w ith  his access to organisational policies, d irections, 
records and other organisational secrets and  w ithout the correct clearance, 
m uch  of this in fo rm ation  m ay be inaccessible. If an  e th n o g rap h er 
becomes a partic ipant and  plays a particular role w ith in  the organisation, 
he m ay  no t be tru s ted  by  others located  in  the sam e political arena, 
w hereas, em ployees m ay be m ore likely to trust, and  be m ore open  w ith , 
an  o u tsid e  observer. As a d irect p a rtic ip an t, the  e th n o g ra p h e r  is 
undertak ing  a dual role w hich can lead to confusion, for bo th  h im  and  the 
em ployees. H e is firstly playing the part of an  em ployee w here he shares 
the group 's fram ew ork of values and  beliefs and  is there to w ork. But 
secondly, he is there as an ethnographic researcher, and  m ust pu rsue such 
activities as asking extensive questions concerning social an d  cu ltu ra l 
relations, recording inform ation while in the w orkplace, and  so on.

A lthough m any problem s and m yths exist in  the use and  application  of 
e thnographic research, this type of research lends itself to answ ering  a 
num ber of questions in  the area of theory generation. Van M aanen (1979) 
m ain ta ins th a t w ith in  social research , one tends to theorise  w ell in  
advance of the facts thus allow ing for the possibility that the facts th a t 
em erge from  research  studies are d isto rted  to fit a given theory. The 
p re se n t lack  of a b o d y  of o rg an isa tio n a l e th n o g rap h ies  slow s the 
refinem ent of theoretical fo rm ulations (Rosen, 1991). G eertz (1973) 
postulates that such studies bu ild  on one another in  a slow  and staggered 
m anner:

... studies do build on other studies, not in the sense that they take up 
where the others leave off, but in the sense that, better informed and 
better conceptualised, they plunge more deeply into the same things... 
Previously discovered facts are mobilised, previously developed 
concepts used, previously formulated hypothesis tried out; it is from an
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awkward fumbling for the most elementary understandings to a 
supported claim that one has achieved that and surpassed it. A study is 
an advance if it is more incisive - whatever that may mean - than those 
that preceded it, but it less stands on their shoulders than challenged and 
challenging, it runs by their side (p. 19 in Rosen).

3.2.0 The Qualitative/Quantitative Paradigm

Q ualitative research  m ethods have becom e an  increasingly  im portan t 
m ode of inquiry w ith in  the social sciences. H aving been  long dom inated 
by m ethods borrow ed from the physical/experim ental sciences, the social 
sciences now  have their ow n  collection of research m ethods includ ing  
anthropology, ethnoscience, ethnography and  ethnology. Yet the phrase 
qualitative m ethods does no t have an  exact m eaning and  can include 
e thnography , case studies, role playing, cartoon com pletion, projective 
tech n iq u es , p a r tic ip a n t or u n o b tru s iv e  o b serv a tio n s , focus g ro u p  
interview ing and  indep th  interviewing; it is:

... an umbrella term covering an array of interpretative techniques which 
seek to describe, decode, translate, and otherwise come to terms with the 
meaning, not the frequency, of certain more or less naturally occurring 
phenomena in the social world (Van Maanen, 1979a, p.520).

H ow ever, scanning the literature confirm s that in  the w orld  of research, 
qualitative data are frequently designated soft, w hilst quantitative data are 
held  to be hard. As H alfpenny (1979) notes, positivist researchers in  the 
nom othetic trad ition  either do  not gather qualitative data or, should  they 
acquire such inform ation, spend m uch effort and  time transform ing it into 
figures. H um anistic  researchers, in  the other hand , regard  softness as 
being of the essence and  reject the necessity to convert such data  in to  
figures and  equations. For m any positiv ists, m easu rem en t p receded  
existence; for e thnographers and  phenom enologists m easurem ent m ay  
w ell p rec lu d e  access to the essence of any  p a rticu la r  s itu a tio n  or 
relationship.

Q ualita tive research  m ethods com bine the rational w ith  the in tu itive  
approach to knowledge; "the focus in  m any qualitative studies typically is 
on  the unfolding of process rather th an  the structure" (Das 1983, p.301). In 
co n trast, q u a n tita tiv e  research ers  w ill focus on  social s tru c tu re s . 
Q ualitative research approaches allow  for a b roader an d  m ore holistic
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perspective to be taken, than do quantitative tools - a perspective w hich is 
o ften  ig n o re d  by o rg an isa tio n a l research ers  (W h ittin g to n , 1992). 
Conclusions em erging from  qualitative research are im pressionistic rather 
than  definite in w hich the personal experiences of the researcher are often 
key elem ents to be understood and  analysed as da ta  (Sam pson 1972 and 
Van M aanen, 1979a, 520). It is in the nature of qualitative research to 
develop  exp lanations ra th er th an  p red ic tio n s of the  subject u n d e r  
in v es tig a tio n , th ro u g h  e lic itin g  d a ta  w h ich  consists  of d e ta iled  
descrip tions of events, situations and  interactions betw een  people and  
things (Das 1983, Finem an and  M angham , 1983, K ydd and O ppenheim , 
1990).

Q ualitative and  quantitative data bo th  have their place in  organisational 
research. The determ ination  of w hich approach  to take should  only be 
decided w ith in  the context of a particular research setting; in  other w ords, 
m ethodologies are neither applicable or inapplicable until they are related 
to a specific research problem. A dilem m a often arises betw een  objective 
and  subjective m easures (Downey and Ireland, 1979); objective m easures 
referring to tabulation of events or objects w ith in  an  organisation and  its 
environm ent, w hile subjective m easures refer to any m easure that seeks to 
use p a rtic ip an t's  percep tions of th e ir o rg an isa tio n 's  en v ironm en ts . 
D ow ney and  Ireland (1979) argue that using such descriptions of these 
term s, it is no t su rp ris in g  th a t researchers w o u ld  ho ld  a d is tin c t 
preference for objective m easures. This objective-subjective categorisation 
they reason, has had  a num ber of effects on organisational research. The 
objective-subjective dilem m a has equated  objectivity w ith  quantification. 
As a d irect resu lt of this, qualita tive stud ies have been  avo ided  by 
o rg an isa tio n a l researchers because of the p ossib ility  of ap p ea rin g  
"unscientific". C onversely , subjectiv ity  has b een  eq u a ted  w ith  the 
m easurem ent of perceptions and  m uch  confusion lies in  the a rgum ent 
over w hose subjectivity is involved.

A lthough  there  are strong links betw een  qualitative and  quan tita tive  
research , b o th  approaches to the s tu d y  of o rgan isa tions ten d  to  be 
m u tu a lly  exclusive. A ccord ing  to V an M aanen  (1979a) "perhaps 
G resham 's  Law  is a t w o rk  in  o rg an isa tio n a l s tu d ies  w h ere in  the  
p rog ram m ed  research is d riv ing  o u t the unprogram m ed". There are a 
num ber of reasons w hy this m ay be so. Bonoma (1985) believes th a t in
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m ethodological decisions in  research, choices m ust be m ade betw een data 
integrity and  currency. Data integrity refers to a com bination of elem ents 
of research tha t affect error and  bias in  results including internal validity  
and reliability. The term  currency, on  the other hand , is used  in  the sense 
of "has currency" and relates to generalisability of results. "Specifically, it 
(currency) refers to the characteristics of research that affect the contextual 
relevance of findings across m easures, m ethods, persons, settings and  
time" (Bonoma, p .200). It is a com bination of w hat is usually  referred to 
as external valid ity  and  ecological validity. A lthough  researchers w ill 
seek to m axim ise bo th  p roperties, Bonoma (1985) suggests th a t w h en  
researchers choose a p a rticu la r m ethodology , they  m u st trad e  one 
characteristic for another. He represents this dilem m a in  g raph  form  w ith  
data integrity  on  the vertical axis and  currency on  the horizontal axis (see 
Figure 3.1).

Figure 3.1 A Knowledge-Accrual Triangle

H
I— IPio

Q

High

\
\

\
Laboratory
Experiments

Low

5

Simulations

Models

\  C

Tests \

Surveys

Field \
Experiments \

\
Field x  
Studies \

Case Research ^  Science

Archives Stories Non Science

1 Personal
Opinion

Myths
Legends

Low CURRENCY
High

Source: Bonoma, 1985, p.200

72



As Figure 3.1 suggests, w ithin any individual research m ethod, exists the 
inability  to sim ultaneously  m axim ise data in tegrity  and currency. For 
exam ple, a study seeking a h igh degree of data in tegrity  tends tow ards a 
positiv istic  approach  and  requires a relatively  large sam ple size and  
quantitative data for statistical analysis. W hereas, a study requiring high 
currency  generally  takes a holistic  ap p ro ach  w here  large sam ples, 
q u a n tita tiv e  m easu res  an d  con tro l, in  p rac tise  are  p ro b lem atic . 
O ptim ally, researchers will w ish  to sim ultaneously achieve h igh  levels of 
da ta  generalisability  and  valid ity  by adopting  triangu la tion  strategies 
w hich lend to replication a n d /o r  corroboration of results across m ethods 
w ith in  a single research  study. T riangulation  is b ro ad ly  defined  by 
D enzin (1979, p.291) as "... the com bination of m ethodologies in  the study  
of the sam e phenom enon". W hile this m ultim ethod  ap p roach  appears 
ideal, in  practice it is rarely used  due to the technological an d  expense 
barriers w ith in  any one research study.

In  deciding w hich approach  to take, Bonoma (1985) suggests th a t one 
should  consider tw o characteristics of research problem s: the pu rpose  of 
the research and  the nature of the phenom enon under study. Looking at 
the pu rpose  of the research, one m ust determ ine at w hat po in t along the 
hierarchy of study types the research study m ay be placed. The hierarchy 
com prises of a num ber of sequential steps: descrip tion , classification, 
com parison , m easu rem en t/e s tim a tio n , estab lish ing  association , and  
d eterm in ing  cause and  effect. As one proceeds along th is p a th , it is 
assum ed that the proceeding types of studies have been undertaken. For 
exam ple, unless a situation has been adequately described, it is futile to 
a ttem pt any type of statistical classification or m easurem ent. S tudies 
tend ing  tow ards the description end  of the continuum  are associated w ith  
theory bu ild ing  (and thus a holistic approach), w hereas those at the other 
end  of the spectrum  i.e., near the cause and  effect end  are m ore often used  
for theory disconfirm ation (and therefore w arran t a positivistic approach). 
Thus, the argum ents used  in  the positiv ist versus holistic approach  to  
m a rk e tin g  (and  m ark e t research ) cou ld  also  be ap p lie d  in  th is  
circum stance. W ithin a particu lar study, if there is a large am oun t of 
existing know ledge, then  the m ethods orien ted  to w ard  the low er-right 
apex of Figure 3.1 m ay be purposeless and the researcher should  view  the
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s tudy  further up the hierarchy, and  thus consider m ethodologies oriented 
tow ard  the upper-left apex of the graph. H ow ever, w here this body of 
know ledge does not exist, the study  lends itself tow ards theory building 
ra th er th a n  verification or extension. In  this s itu a tio n , the tasks of 
description, classification and  com parison becom e relevant; the m ethods 
tow ard  the low er-right apex of Figure 3.1 being m ost efficient for this 
research purpose.

Two key points are related to the nature of the phenom enon under study; 
one re la ting  to w h e th e r or no t the p h en o m en o n  can  be researched  
effectively outside its n a tu ra l setting and  the second is w hether it is 
am enable to quantification. For example, areas such as the coordination 
of m arketing activities w ith  other business functions and  "best m arketing 
p ractice" are in  the  early  stage of th eo ry  d ev e lo p m e n t an d  are 
nonquantifiable as it is im possible to know  w hat to count. This prem ature 
app lica tion  of theory -testing  (positivistic) m ethods to  phen o m en o n a  
w h ere  theo ry  b u ild in g  (holistic) m ethods are m ore ap p ro p ria te  is a 
constant source of concern across the social sciences, and  in  particular, the 
m arketing field. W hen respondents express difficulties in  verbalising the 
underly ing  cause of a particular behaviour or w here a phenom enon, due 
to its com plexity, cannot be operationalised m eaningfully  in  quantitative 
data, clinical judgem ent based on qualitative data is required. A lthough 
this leads to a reduction in the data integrity, such approaches should  not 
be deem ed unscientific; rather these m ethods will be guided  by the same 
p rinc ip les as m ost quan tita tive  m ethods. The m ain  d isp a rity  is th a t 
qualitative approaches w ill use inductive, theory-bu ild ing  technology, 
w hereas quantitative approaches use deductive theory-testing technology 
(Bonoma, 1985, M artinko and  G ardner, 1990).

H irschm an  (1986) criticises the ideas p u t fo rw ard  by  Bonom a (1985) 
because she believes th a t a lthough  he advocates the increased  use of 
qualitative research m ethods in  m arketing  research, he m easures their 
w o rth  using  positiv ist criteria such  as objectivity an d  quantifiability . 
Since the determ ination of cause and  effect are assum ed by  him  to be the 
h ighest p o in t on  the h ierarchy  of s tudy  types, an d  da ta  in teg rity  is 
equated  w ith  the control m ade possible by laboratory  experim entation  
context, hum anistic m ethods such as the case s tudy  w o u ld  be v iew ed  as
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ta in ted  by researched subjectivity and m easurem ent bias. According to 
H irschm an (1986):

Such a characterisation perpetuates long-held stereotypes about the 
nature and utility of humanistic methods - that they are good for 
generating ideas, but inadequate for rigorous theory-testing applications. 
More importantly, it obfuscates the very real divisions between humanist 
and positivist science. Methods such as the case study derive from the 
humanistic metaphysic. They are a complete and internally consistent 
approach to the theory construction, testing and revision process when 
used competently by a researcher. They are neither inferior to nor 
dependent on positivist methods. Rather, humanistic inquiry provides a 
parallel path in relation to the positivist method for acquiring marketing 
knowledge (p.239).

Yin (1984) postu lates tha t research strategies sh o u ld  no t be a rranged  
hierarchically. H e rejects the notion that case studies are appropriate  for 
the exploratory phase of an  investigation, th a t surveys and  histories are 
app rop ria te  for the descriptive stage and  that experim ents are the only 
w ay  of determ in ing  cause and  effect. H e p refers  to  view  research  
strategies in  a pluralistic light w here any one strategy m ay be beneficial 
for either exploratory, descriptive or explanatory purposes.

3.3.0 Trends in Organisational Research

D espite the conflicting view s on  the approaches to qualitative m ethods, 
all authors agree that over the past num ber of years, there has been  a huge 
surge tow ards this type of approach  to research (for exam ple, Spender, 
1993, Jeffcutt, 1994). There are a num ber of reasons for th is trend . 
O rganisational strategists have begun  to realise that w hile m uch is w ritten  
ab o u t s tra teg y  fo rm ation , little is k n o w n  descrip tiv e ly  abou t how  
m anagers engage particu lar strategies under real-w orld  pressures. The 
trad itional research bias tow ards m ethods w hich  preserve data in tegrity  
at the expense of currency, have im paired the developm ent and testing of 
so u n d  theories (Bonom a, 1985). Also, o rgan isa tional researchers are 
v iew ing, w ith  increasing d istrust, quantitative approaches (such as the 
form al interview , statistical survey) (Van M aanen, 1979a). O rganisation 
b eh av io u r is curren tly  app ro ach ed  from  a ho listic  v iew p o in t w here  
organisational researchers have a preference for exam ining the gestalt of 
the behaviour of the unit u nder study:
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The holistic approach assumes that the whole is different from the sum of 
its parts and hence any serious discussion of a phenomenon can happen 
only if its contexts (of occurrence) are carefully described and studied. 
Thus it is felt that a phenomenon (such as leadership) cannot be 
adequately understood by focusing only on a few variables such as the 
task structure, the leader's personality and the subordinate's goals, but 
rather has to be understood as a complex, situational phenomenon 
influenced by these and other variables (Das 1983, 303).

Laboratory experim ents and surveys on areas of organisational behaviour 
are now  being  rejected and  rep laced  by  an  increasing  preference for 
naturalistic studies (for exam ple, W illm ott, 1987). M intzberg (1979), a 
leader in  stud ies involv ing  struc tu red  observation , has alw ays firm ly 
believed that in  order to examine organisational phenom ena, it is essential 
to go ou t into the organisation:

Measuring in real organisational terms means first of all getting out into 
the field, into real organisations. Questionnaires often won't do. Nor 
will laboratory simulations, at least, not in policy research. ...The 
evidence of our research - of interruptions and soft data and information 
overload - suggests that we do not yet understand enough about 
organisations to simulate their functions in the laboratory. It is their 
inherent complexity and dynamic nature that characterise phenomena 
such as policy making. Simplification squeezes out the very thing on 
which the research should focus (p.586).

The theoretical fram ew orks used  in  organisational behaviour research 
have grow n in  com plexity  at a phenom enal rate. As a resu lt of this 
increased com plexity, the application of such research m ethodologies as 
surveying and  experim entation  has, one could argue, becom e obsolete. 
Researchers now  look for other tools - ethnographic studies, longitudinal, 
in-depth  studies - w hich go beyond the traditional quantitative designs, to 
describe, understand  and  eventually  theorise the intricate dim ensions of 
o rgan isa tional behav iou r; phenom ena w hich  are n o t suscep tib le  to 
quantitative m easurem ent tools.

3.4.0 Formulating a Research Strategy

The argum ents for and  against any one particular research approach have 
been w idely  docum ented  and  com m ented u p o n  in  the  literature. All 
authors agree that a researcher should not decide to do  a qualitative study
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and  th en  search  for a research  prob lem , p a rtic u la rly  w here  m any 
researchers are under the m isconception that qualitative research is the 
easier option. Researchers m ust design  their s tu d y  according to the 
research questions they w ish  to answer. M arshall an d  Rossm an (1989) 
suggest th a t su rvey  and  experim ental research  (h igh  d a ta  in teg rity  
approaches) are ap p ro p ria te  for u n am b ig u o u s an d  tig h tly  defined  
variables w ith  h ig h  levels of reliability. If, o n  the o ther h an d , the 
researcher finds th ro u g h  rev iew ing  the ap p ro p ria te  lite ra tu re , th a t 
p revious research has raised  m any questions, variables are am biguous 
an d  unclear, or th a t the context in  w hich  the p h en o m en o n  u n d e r  
investigation is contained has m ore im portan t dom ains w hich  dem and  
further exploration, then  a descriptive s tu d y  w ill yield m ore im portan t 
an d  richer resu lts. Bonom a (1985) has p rev io u sly  su p p o rte d  th is 
argum ent for undertaking case study research.

Yin (1989) opposing this hierarchical view point, agrees th a t the first and  
m ost im portant step in  deciding betw een the various research strategies is 
to identify  the type of research question being posed. H e classifies the 
types of questions into five categories: w ho, w hat, w here, w hy  and  how. 
Basically, "what" questions, if exploratory, could p e rta in  to a research 
stra tegy , concerning  prevalence, and  w o u ld  fav o u r surveys or the  
analysis of archival records; "how" and  "why" questions are likely to 
favour the use of experim ents, case studies or histories; and  "who" and  
"where" questions are likely to favour survey  strategies or the use of 
archival records. Yin (1989) draw s a further distinction am ong strategies 
th rough  the extent of control and  access the researcher has over actual 
behavioural events. For example, if the researcher has alm ost no access or 
control, histories w ould  be the optim al strategy. W hereas, if exam ining a 
con tem porary  even t or phenom enon , w here  one does n o t w ish  to 
m anipulate the relevant behaviours, Yin (1989) advocates the use of the 
case study. H e discrim inates betw een history and  case s tudy  techniques 
by po in ting  o u t th a t the case s tudy  uses tw o ad d itio n a l sources of 
evidence: direct observation and  system atic interview ing. Experim ents 
are p referable in  a s itu a tio n  w here the researcher can "m anipulate 
b eh av io u r d irectly , p rec ise ly  an d  system atically" (Yin 1989, p .20). 
H ow ever, he acknow ledges tha t particular situations m ay arise w here a 
num ber of (or all) research strategies m ay be relevant. W hen this is the 
case, he advocates the use of triangulation.
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3.5.0 Case Study

Bonoma (1985) states that w here there exists a relatively  th in  theoretical 
base, or com plex observational task, case s tu d y  research  is the m ost 
beneficial research strategy. P latt (1988) also suggests that a case study  
m ay suggest hypo theses, in terp re ta tions, em pirica l un iform ities for 
further (quantitative) investigation. O thers have rejected this notion of a 
void  in  theory building. M arkus and  A nderson (1989) believe that it is 
m ore com m on for any  given phenom enon to have too m any theories. 
They propose th a t case s tudy  research should  be used  for theory testing 
and  in  doing  so allow s for the possibilities of "generating theoretical 
alternatives or refinem ents on  those frequent occasions w hen  the tested  
theory  is partia lly  or totally discontinued" (p.21). Yin (1989) com m ends 
the use of a num ber of d ifferent strategies in  any given study , yet, he 
believes that certain situations exist w here a specific strategy has a distinct 
m erit. H e proposes the use of the case s tudy  w h en  a "how" or "why" 
q uestion  is be ing  asked  and  d istin g u ish es b e tw een  fo u r d iffe ren t 
applications for the use of the case study  in  research: explain, describe, 
evaluate and  explore. A case s tudy  can be u sed  to explain cause and  
effect links in  s itu a tio n s  too com plex for ex p erim en ta l o r su rv ey  
strategies. Secondly, the descriptive case study  is an  a ttem pt to describe 
the "real-life context in  w hich  an  in terven tion  has occurred" (p.25). 
Thirdly, the case study  approach m ay be used to explore situations w here 
the phenom enon being investigated has no clear outcom e. G um m esson 
(1991) divides case stud ies into tw o types, those a ttem pting  to derive 
general conclusions from  a sm all num ber of cases an d  the single case 
striving tow ards specific conclusions. A lthough acknow ledging the views 
of Yin (1984), he strongly  advocates the case s tu d y  app roach  for its 
opportunity  to ascertain a holistic view of the situation:

The detailed observations entailed in the case study method enable us to 
study many different aspects, examine them in relation to each other, 
view the process within its total environment and also utilise the 
researcher's capacity for "verstehen" (understanding). Consequently, 
case study research provides us with a greater opportunity than other 
available methods to obtain a holistic view of a specific research project 
(p.76 , explanation added).

M cClintock et al (1979) recom m end the use of the case s tudy  w hen  the 
objectives of the study  are to develop a fram e of reference and definition
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of the phenom enon under study; to engage in  a detailed  exam ination of 
an  o rgan isational situation; or to de term ine factors w hich  allow  for 
greater understand ing  of causality.

3.5.1 D efinition
Yin (1989) in  searching for a "technical" definition of a case study  proffers 
the following:

A case study is an empirical inquiry that investigates a contemporary 
phenomenon within its real-life context, when the boundaries between 
phenomenon and context are not clearly evident and in which multiple 
sources of evidence are used (p.23).

H e a rgues th is d e fin itio n  is u sefu l in  th a t i t  n o t on ly  offers an  
u nderstand ing  of case studies, b u t also clearly distinguishes them  form  
other research  strategies such as experim entation  or surveys. Bonoma 
(1985) uses a very  sim ple general definition: "a case study  is a description 
of a m anagem ent situation" (p.203). H ow ever, he offers a nu m b er of 
points to further clarify this definition. Case construction infers the use of 
m ultip le data sources, and  very  im portan tly , shou ld  reflect the context 
w ith in  w hich  the phenom enon  (a m anagem ent's  act, for exam ple) is 
occurring and  be sensitive to the tem poral d im ension th rough  w hich  the 
situation unfolds, i.e., incorporating the gestalt of situations. Further, case 
studies require direct observation of the behaviour under investigation by 
the researcher w ho concurrently  applies his ow n in te rp re ta tio n  of the 
ongoing events, and  attem pts to un d erstan d  the actions of those in  the 
situation, i.e.,:

... case method is concerned basically with the researcher's interpretation 
of management's signification of events, information, and reality - that is, 
it depends on the researcher's perceptions about management's meanings, 
not on some 'objective reality' (p.204).

3.5.2 Data Collection
Case studies, a lth o u g h  they are deep ly  em b ed d ed  in  the qualitative, 
holistic approach to research, do not preclude the use of quantitative data. 
Yin (1989) suggests six different sources of data, u p o n  w hich  case studies 
can be based : d o cu m en ta tio n , a rch ival reco rd s , in te rv iew s, d irec t 
observation, partic ipan t observation and  physical artefacts. Each data 
source m ay be m axim ised if the researcher follows three principles: use
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m ultiple sources of evidence; create a case study  data base; and  m aintain  
a chain of evidence. Bonoma (1985) also advocates the use of m ultiple 
sources of data. He fu rther em bellishes the use of quan tita tive  data 
sources. H e proposes that such sources serve as a m eans of "perceptual 
triangulation" and  furn ish  a m ore com plete p icture of the phenom enon 
under investigation:

The notion of perceptual triangulation' raises the point that, in all 
qualitative research, knowledge depends heavily on the perceptions of 
the actors and of the observer (or case compiler). Following Geertz, 
however, knowledge can only be considered knowledge within the 
confines of someone's perceptual framework, which is called 'signification. 
The fact that we know so little of how managers perceive marketing 
realities is a major concern (p.203).

M cClintock et al (1979) p u t fo rw ard  inform ant in terv iew s, partic ipan t 
observation and  archival analysis as the p rim ary  sources of data  for case 
study  research. They propose tha t the advantages of using  in form ant 
interview ees w hen  developing case studies of organisations are that such 
people can th ink in  term s of the organisation as a w hole (i.e., holistically) 
as well as various settings w ith in  it. They are able to  keep the researcher 
in  con tinuous contact w ith  the env ironm en t an d  they  can be u sed  
repeated ly  to ob ta in  da ta  about a b ro ad  range of situations. They 
em phasise the im portance of selecting inform ants w ho are know ledgeable 
and accurate.

3.5.3 Single versus M ultiple Case Study D esign
As a research  strategy, the case s tu d y  focuses on  u n d ers tan d in g  the 
dynam ics p resen t w ith in  single settings. Case studies can involve either 
single or m ultip le cases, and  num erous levels of analysis, includ ing  an 
em bedded  design  i.e., m ultiple levels of analysis w ith in  a single s tudy  
(Yin, 1989, Thom as and  Trevine, 1993).

3.5.4 Rationale for Single Case D esign
If a single case represents the "critical case" (Yin 1989, 47) in  exam ining a 
w ell-form ulated theory, it m ay be appropriate to use only that particular 
case. The case m ay  be used  in  the ex am in atio n  of the theo ry 's  
propositions and  the generation of alternative explanations. Further if the 
case represents an  "extreme or unique case", (p.47) single case study  design 
is appropriate  (com m only used  in  clinical psychology). Yin (1989) also 
suggests that a single case design m ay be suitable w hen  it is the "revelatory
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case" (p.48). This occurs w here the research  has the o p p o rtu n ity  to  
observe an d  analyse a s itu a tio n  p rev ious inaccessible to scientific 
investigation.

A single case study  does not necessarily im ply only one un it of analysis. 
If the case s tu d y  is exam ined in  a global sense, a holistic design  is 
ap p ro p ria te  an d  here is only one u n it of analysis. This desig n  is 
advantageous if no logical subunits can be identified w ith in  the study  and  
if the underly ing  theory is of a holistic nature. H ow ever, this v iew point 
can lead  to the en tire  study  being u n d ertak en  in  an  abstract m anner, 
lacking any  clear direction, m easures or inform ation. C am pbell (1975) 
argues for capitalising on  the richness of detail w ith in  a single case by  
searching  for m ultip le  im plications of the theoretical concepts being  
exam ined; thus, the single case becomes a set of diverse m anifestations of 
theory, and  each m anifestation (as opposed  to each ind iv idual case) can 
be th o u g h t of as a u n it of analysis. This em b ed d ed  design , w hile  
overcom ing a num ber of problem s, also presents its ow n questions. The 
central w eakness w ith  this design is that the case study  m ay tend  to focus 
only on  the subunit level and fail to retu rn  to the larger un it of analysis. If 
this occurs, there is the danger that the com plete study  m ay loose the 
richness and  thick description potential of such a research approach.

3.5.5 Multiple-Case D esign
W hen app roach ing  a m ultip le  case design , Yin (1989) suggests th a t 
replication rather than  sam pling logic should  be used  in  the analysis of 
this approach. H e p roposed  that each case is selected so th a t it either 
"predicts sim ilar results (a literal replication)" or "produces contrary results 
b u t for predictable reasons (a theoretical replication)" (p.53). H e rejects 
sam pling  logic being applied  to case studies for a num ber of reasons. 
Firstly, case stud ies are no t usually  used  to m easure the incidence of 
phenom ena. Secondly, a case s tu d y  covers not only  the phenom enon  
under investigation b u t also its context, thus resulting in  a large num ber 
of po ten tia lly  relevan t variables, w hich  in  tu rn , requ ires a very  large 
num ber of cases. Finally, m any types of research, inherently  cannot be 
applied to the sam pling logic.

E isenhard t (1989) p roposes that the sam pling  of cases from  a chosen 
p o p u la tio n  is u n u su a l w hen  b u ild in g  theory  from  case studies. She
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supports the reasoning that cases m ay be chosen to replicate a previous 
s tudy  or to extend em ergent theory, or to provide exam ples of extrem e 
polar types and  fill theoretical categories. W hen developing a m ultip le 
case study  design, the em phasis is no t on achieving the goals of statistical 
sam pling  p rocedures b u t rather in  choosing cases w hich  are likely to 
replicate or extend the em ergent theory.

3.6.0 Case Study Process

Bonom a (1985) suggests a four-stage process for the developm ent of a 
case study. He represents this process in  graphical form , classifying the 
fo u r s tages in  the p rocess as "drift", "design", "p red ic tion" an d  
"disconfirmation".

Figure 3.2 A Process M odel for Case Research
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Source: Bonoma, 1985, p.205

The first stage - d rift - incorporates the researcher's a ttem pt to fam iliarise 
h im se lf w ith  th e  concep ts, in s ig h t a n d  u n d e rs ta n d in g s  o f the
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p h en o m en o n  u n d e r investigation . W ith in  the b ro ad  sp ec tru m  of 
qualitative research approaches, there are conflicting views on the level of 
p reunderstand ing  an investigator should  have w h en  starting  the study. 
Phenom enologists, for exam ple, argue that an  investigation  should  be 
undertaken  w ithout any preconceptions of the situation  under s tudy  i.e., 
'bracketing':

.. means suspending as much as possible, the researchers' meanings and 
interpretations, and entering into the world of the unique individual who 
was interviewed" (Hycner inTesch, 1990, 92).

G laser and  Strauss (1967) suggest th a t "an effective strategy is, at first, 
literally to ignore the literature of theory and fact on the area under study" 
(p.37). E isenhardt (1989) states tha t w hile it w ou ld  be ideal to enter a 
theory bu ild ing  study  w ith  a "... clean theoretical slate" (p.536) in  reality it 
im possib le  to do  so. She acknow ledges the  necessity  of a priori 
specification of constructs to shape the initial design of such research, b u t 
she accentuates the im portance of the researcher avo id ing  extensive 
reference to  specific re la tio n sh ip s be tw een  variab les and  theo ries, 
particu larly  at the com m encem ent stage, as such th o u g h t m ay b ias or 
abate results. Yin (1989) argues th a t in  o rder to rem ain  focused, the 
in v estig a to r m u s t have a firm  u n d e rs ta n d in g  of the issues (bo th  
theoretical and  policy) involved. H e highlights the fact th a t collecting 
data  for case s tudy  research does not only involve recording da ta  in  a 
m echanical fashion (as is the case w ith  highly struc tu red , quan tita tive  
questionnaires). In contrary, the investigator m ust have the ability  to 
sim ultaneously  in terp re t the data and  for exam ple, be able to identify  
contradictory inform ation and  the need for additional evidence or data.

M arshall and  R ossm an (1989) advocate the use of the literatu re  review , 
prio r to the execution of the prim ary research as a m eans of ensuring the 
researcher is th o ro u g h ly  know ledgeab le  ab o u t the subject an d  the 
in te llec tu a l trad itio n s  th a t su rro u n d  the study . M cC utcheon  an d  
M eredith  (1993) d istinguish  betw een the types of cases being researched 
w hen  establishing a perspective on  a priori know ledge. If the research is 
in tent in  bu ild ing  theory, they feel it m ay be optim al to lim it theoretical 
assum ptions. If, on  the o ther hand , a theoretical background  to  the 
phenom enon  is very  w ell developed, they suggest th a t this extensive 
theory m ay be useful in  the generation of hypotheses, prior to conducting
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prim ary research; such cases are likely to be explanatory studies. Bonoma 
(1985) op ines th a t th is stage is ex trem ely  s ign ifican t, n o t for its 
c o n tr ib u tio n  to w a rd  h y p o th e se s  g e n e ra tio n , b u t  ra th e r  in  the  
developm ent of a priori notions about the phenom enon and its contexts. 
Yet, he acceded the im portance of the researcher, at this stage, suspending 
a priori bias, and  being "ready to learn  from  naturalistic  phenom ena as 
they present themselves" (p.205).

The design stage embraces the form ation of a tentative explanation, w here 
the investigator has collected a num ber of divergent observations. A t this 
stage, the im portance of m ethodolog ical d esign  flexibility  is at the  
forefront. D ata collection is now  focused to assess and  refine the m ain  
areas of inquiry  suggested by the prelim inary  fram ew ork. For instance, 
som e findings m ay require clarification or dem and  peripheral studies. 
Follow ing the precepts of g rounded  theory  developm ent, the case s tudy  
m ay be ex p anded  in  an iterative fashion as theory  is developed  an d  
understand ing  increased.

The notion of grounded theory developm ent w as arrived at by Glaser and  
Strauss (1967) w hen  they rejected the overem phasis in sociology o n  the 
verification of theory w hich w as prevalent at the tim e, w hich resu lted  in  a 
d e-em p h asis  o n  the  p rio r  s tep  of d iscovering  w h a t concep ts an d  
hypotheses are relevant for the area that is under research (p.1-2).

The researcher m ay be confronted w ith  new  concepts or situations and  it 
is of extrem e im portance that he has the capability to allow fu rther (and 
m aybe new ) data  be collected and  allow thought to recycle back to  the 
d rift stage if original conceptualisations do not correspond.

The th ird  - predictive - stage of the case research w ill usually  occur in  the 
m id d le /la te  stage of the investigation. The researcher w ill now  have a 
m odel p roposing  generalisations for testing and  a firm  understand ing  of 
the factors o n  w hich  field data  m ay be grouped. G eneralisation m ay be 
achieved th ro u g h  com piling fu rther cases (i.e., m ultip le  design) from  
situa tions th a t are d ifferen t from , b u t conceptually  sim ilar to, those 
situations used  to determ ine the m odel.
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The fourth  and  final stage - disconfirm ation - is concerned w ith  further 
tests of generalisation. H ere, the researcher should  aim  for polar type 
cases w here generalisations' lim its could be surpassed . This concept is 
explored further by Yin (1989) in  his proposed m ultiple case s tudy  design. 
This s tage is analogous of fa lsifica tion  p ro ced u res  in  positiv istic  
(d ed u c tiv e ) ap p ro ach . The p ro cess  now  tak es  u p o n  itse lf a 
th e o ry /d a ta /th e o ry  validation  cycle, an  iterative eva luation , the goal 
being to achieve understanding  and depth  of know ledge (in essence, thick 
description).

3.7.0 Quality of Research Design

The research design represents the logic that links the data, and  as such, 
should  be exposed to a num ber of tests to determ ine its quality . Yin 
(1989) suggests four tests Which are relevant for case studies an d  indeed  
other types of social research  - construct valid ity , in te rn a l valid ity , 
external validity and  reliability.

Construct Validity
C onstruct v a lid ity  is concerned w ith  estab lish ing  correct operational 
m easures for the concepts being studied. This can be a particu lar problem  
in  case research. Case s tu d y  researchers are often  criticised  in  their 
tendency to  use subjective judgem ents w hen  collecting da ta  ra ther than  
d ev e lo p in g  o p era tio n a l m easu res. H ow ever, ad v o ca to rs  of th is 
m ethodology argue th a t the am ount of variables u n d er investigation  is 
too great to  be operationalised; further, if they w ere to  do so, they risk 
losing the richness and  real-life context, w hich is, in  effect, the essence of 
the case s tu d y  approach. Yin (1989) suggests th ree tactics w hich  will 
increase the construct valid ity  in  case studies: use m ultip le  sources of 
evidence; establish chain of evidence; and  have key inform ants review  
draft case study  report (pp.41-42).

Internal Validity
In te rn a l v a lid ity  exists w h en  causal re la tio n sh ip s  are consisten t. 
Inferences w hich  are involved in a case study  every tim e an  event cannot 
be d irec tly  observed  m u st be a ir tig h t and  correct. It is v ita l to  
acknow ledge and  consider rival explanations and possibilities. Thus this 
logic is inapplicable to descriptive or exploratory studies as these types of
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investigations are no t concerned w ith  m aking causal statem ents. It is 
difficult to develop tactics w hich will address this problem . Yin (1989) 
suggests the  use of specific analy tic  techniques: p a tte rn -m atch in g , 
explanation-building and time-series analysis.

External Validity
External validity involves the degree of generalisability of results beyond 
the in itia l investigation . Critics find  m ajor p rob lem s in  case s tu d y  
research, stating that single cases offer a very w eak basis for generalising. 
But they m ake such criticisms by contrasting the s ituation  w ith  survey 
research w hich does rely on statistical generalisation. Case studies, on the 
other hand , rely on analytical generalisation, w here the researcher strives 
to generalise a set of results to some broader theory. To enhance external 
validity, (generalisation is not autom atic), Yin (1989) advocates the use of 
replication logic in a case study  design.

Reliability
Reliability is h igh  in  a s tu d y  if an  exact repetition  of the sam e study  
arrives at the sam e findings and  conclusions. In  o rder to reduce  the 
reliability problem , one should m ake each step as operational as possible, 
and conduct the research as if a th ird  party  is continuously overseeing the 
situation. Specific tactics for case studies suggested by Yin (1989) include 
the use of a "case study protocol to deal w ith  the docum entation  problem  
and the developm ent of a case study data base" (p.45).

H irschm an (1986) rejects these m easures of quality, on  the basis that such 
criteria are m ore applicable to studies w ith in  positivistic sciences; factors 
such as in terna l and  external valid ity  are derived  from  m etaphysical 
underly ing  positivist science and  should  not be applied  in  the evaluation 
of research  developed  from  hum anistic  m etaphysics. She proposes a 
different set of criteria m ore appropriate  to hum anistic  investigations - 
credibility, transferability, dependability and  confirmability.

Credibility
In  rem oving  the m etaphysical basis of positiv ist science, the in terna l 
valid ity  criterion  becom es functionless. H um anists  reject the discrete 
causal process com position of the w orld  and  propose the possibility  of 
m ultip le constructed realities, thus there is no t in  existence, a concrete
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benchm ark  for validating  resu lts and  in terpretations. A n alternative 
approach suggested is for the researcher to give the in terpretation  of the 
phenom enon to those individuals upon  w hom  it is based, and  ask their 
opinions as to its authenticity.

Transferability
This is an  analogue of the criterion  of external valid ity . H um anists 
suggest th a t w ith in  their research  m ethodologies one shou ld  no t be 
concerned w ith  the generalisability of a particular finding, b u t rather w ith  
the "transferability of one m anifestation of a phenom enon  to a second 
m anifestation  of the phenom enon, recognising im plicitly  th a t no tw o 
social contexts are ever identical" (H irschm an 1986, p .245). It is only 
possible to assess the transferab ility  of any one in te rp re ta tio n  by 
com paring  it w ith  in te rp re ta tio n s  constructed  in  o ther contexts, an  
assessm ent w hich is only possible on  a post hoc basis.

Dependability
This is an  approxim ate analogue of the concept of reliab ility  in  the 
positivistic approach. Traditionally, reliability m easures are based on the 
dependency  of developing  a research  instrum en t w hich  w ill be bo th  
stable and  consistent. H ow ever, in  hum anistic  inqu iry , the research  
in s tru m en t is n o t som e five-po in t scale, b u t h u m an  beings i.e., the 
researchers them selves. Thus the problem  exists of how  to assess the 
dependab ility  of the research. The solution offered is to use m ultip le 
hum an  instrum ents - though  in  hum anistic inquiry, one does no t expect 
perfect correlation betw een m ultiple interpretations.

Confirmability
C onfirm ability  is alm ost equ iva len t to the no tions of objectivity  in  
positivist science. H ere, the researcher is not assum ed to be em otionally 
neu tra l an d  d istan t from  the subject or s ituation  u n d er investigation. 
Conversely, he will be intim ately involved w ith  the topic of s tudy  and  
im m ersed in interpreting its m eaning:

... the interpretation generated by the researcher is not assumed to be 
disinterested or value-free, as in the positivist approach. Rather, it is 
expected to be supportable from the data as gathered by the inquirer, to 
represent a logical set of conclusions given the reasoning he or she 
em ployed during the interaction, and to be a nonprejudiced,
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nonjudgemental rendering of the observed reality (Hirschman, 1986 
p.246).

3.8.0 Analysis

It has been clearly docum ented in  the literature that qualitative research 
generates large am ounts of nonstandard  data, the analysis of w hich  is 
problem atic and not well form ulated. While quantitative data have clear 
conventions w hich can be used in  analysis, the analyst of qualitative data 
has very  few guidelines as to w hat is correct. G enerally authors spend 
m uch tim e on m atters such as gaining access, interview  techniques, choice 
of inform ants and very little on  analysis tools.

G ro u n d ed  theory  developm ent (Glaser and  S trauss, 1967) solves the 
central cognitive problem s of qualitative data analysis th ro u g h  bringing 
them  o u t in to  the open. V arious aspects of the research  d a ta  are 
converted into a m anageable form  - through  setting them  out on  cards - 
and  can thus be analysed by  m eans of consciously adop ted  strategies. It 
is essential to have tw o  sets of files to u n d ertak e  com prehensive  
qualitative data  analysis (Turner, 1983). Firstly, field  da ta  shou ld  be 
organised in  a chronological order w hich is readily retrievable. Secondly, 
categories should  be devised  w ith in  w hich features of the  data  can be 
defined as the analysis progresses. The concepts w hich  em erge are the 
basis for the grow ing theoretical understanding  of the phenom enon under 
investigation. Turner (1983) - disagreeing w ith  Bonoma (1985) - believes 
that as such theoretical p ropositions are extracted, they  shou ld  n o t be 
subjected to quantitative, statistical testing, ra ther, the concepts m ay be 
expanded to take into account a range of variations (multiple-case studies, 
Yin 1989, polar-types, E isenhardt 1989) and confirm ed by  cross linkages to 
other studies of the same area and  replication studies.

The analytic procedures of g rounded  theory are designed to bu ild  rather 
th an  only test theory; it gives the research process the rigour th a t is 
requ ired  to m ake the theory "good" science. G rounded  theory aids in  the 
break th rough  of biases and  assum ptions b rought to, and  w hich develop 
du ring , the  research  process. Finally , th is p ro ced u re  p ro v id es  the 
grounding, builds the density and develops the sensitivity and  integration 
required to generate a rich, tightly  w oven, explanatory theory that closely 
approxim ates the reality it represents (Strauss and  Corbin, 1990). Thus
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the structu re  used  for analysis has first to be d eriv ed  from  the data 
collected and  ra th e r th an  forcing data  in to  p reconceived  categories, 
g ro u n d ed  theory  generation  is successful because it is derived  from  
concepts and categories used  by  those under investigation  to in terpret 
and organise their world.

G laser and  Strauss (1967) m ain ta in  th a t w h en  develop ing  g rounded  
theory, the researcher m ust be open to w hat the site u n d er investigation 
has to offer, an d  slow ly evolve a coherent fram ew ork , ra th er th an  
im posing one from  the start:

Soon categories and their properties emerge which fit and work and are 
of relevance to the processing of the problem. The researcher must have 
patience and not force the data out of anxiety and impatience... He must 
trust that emergence does occur and it does (Glaser, 1992, 4).

Miles (1979) advocates the use of a ro u g h  fram ew ork  a t the s ta rt of 
fieldw ork, acknow ledging tha t it is not a "self-binding fram ework" (p.591) 
and  w ill be revised several tim es over the life of the study. He proposes 
the use of data  reduction  as a prelim inary  analysis tool w hich  "refines, 
iterates and  revises fram ew orks, suggests new  leads for fu rth er data 
collection, and  m akes da ta  m ore available for final assem bly in to  case 
studies and  cross-site analyses" (p.593). H e has found  that m uch  analysis 
is undertaken  in  the m ind of the fieldw orker w hile carrying ou t the study  
(h igh ligh ting  one of the m ajor differences b e tw een  qualita tive  and  
quantitative thought).

A n alternative analytical approach, cause m apping, is a form  of content 
analysis w hich isolates the key assertions w ith in  a docum ent - such as a 
de ta iled  case research  re p o rt - and  includes p ro p o sin g  linkages of 
causality am ong signals, events, decisions and  activities (W oodside and 
Elstrott, 1993). The links am ong decisions, activities or events, and  the 
in teractions am ong persons can be sum m arised  th ro u g h  tim e w ith in  
cause m aps. Coding schemes are used  to indicate causal and  definitional 
relationships am ong the linkages in  the causal m aps, e.g., + positively 
affects. A m ap m ay be constructed  - from  thick descrip tion  data  - by 
connecting specific events, decisions and interactions of people w ith  a 
sym bol for the type of relationship or phenom enon u n d er investigation. 
U sing A xelrod 's (1976) an d  Barr e t al. (1992) ap p ro ach  to m ap p in g  
strategic thought, W oodside and E lstrott (1993) define cause m app ing  as
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"... a form  of content analysis that isolates the key  assertions w ith in  a 
docum ent, such as a detailed case research report;... includes proposing 
linkages of causality  am ong signals, events, decisions and  activities". 
Given that strategic decisions are m ade in  the context of a situation w hich 
is u su a lly  characterised  by incom plete in fo rm ation , w hich  m ay be 
am biguous and  even contradictory, a crucial task facing an organisational 
researcher is one of com prehending the m anner in  w hich  the strategist in  
the organisation uses in terpretation and judgem ent to form ulate strategy 
(Ennis, 1994). D eveloping  cause m aps sh o u ld  be v iew ed  as data- 
co n d en sin g  an d  d a ta -so rtin g  exercises ra th e r  th a n  as r ig o ro u s  
m ultivariate analyses. They do not oblige the analyst to draw  univocal 
conclusions from  distributions and  partitions. The prim ary  objective for 
doing a cause m ap is to force a m ore inferential level of analysis that pulls 
the data together in  a single sum m arising form  (Miles and  H uberm an, 
1984).

A range of different coding schemes w hich have been  derived from  the 
original creator of the system  (Axelrod, 1976), can be utilised, for example, 
H uff et al (1990) or Fahey and  N arayanan (1989). The coding categories, 
w hich were used in  this study, are outlined in Table 3.1, and  are sim ilar to 
those used by Ennis (1994).

Table 3.1 Coding Categories in Cause M apping

Symbol Definition

+ Positively affects
- N egatively affects
a May or m ay not be related  to
m Affects in  a non-direct m anner
= Is equivalent to
c Choice criterion
e Is an example of

Source: Ennis (1994) p .339
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3.9.0 Chapter Summary

This chapter a ttem pts to d raw  together som e of the ideas from  the 
literature regard ing  the nature  of m arket research. It rejects the notion 
that m arketing researchers should concentrate on  m easuring, quantifying 
and  testing variables w hich firm ly places m arketing in  the boundaries of 
the physical sciences. Instead, the hum anistic approach is suggested as an 
alternate the trad itional positivistic stance and  places m arketing w ith in  
the  social sciences. Such an  ap p ro ach  sh o u ld  n o t be v iew ed  as 
'unscientific' or 'soft', ra ther it should  be appreciated  for its po tential to 
generate 'rich' data.

The next chapter applies these ideas to the p resen t study , clearly states 
core objectives and  propositions, outlines the research m ethodology and  
determ ines the unit of analysis and the analysis technique used.
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Chapter 4

RESEARCH D ESIG N



4.1.0 Introduction

The previous chapter exam ined changing perspectives in  the approaches 
to m arketing research. In this chapter, core objectives are discussed and 
propositions developed. The research m ethodology is ou tlined  for this 
study  and  its advantages and lim itations discussed.

A research thesis usually conveys an orderly, linear process of know ledge 
developm ent. N orm ally  objectives are dev elo p ed  and  hypotheses 
deduced  w hich  are then  subjected to som e form  of em pirical testing. 
H ow ever this s tudy  rejects the no tion  of theory  verification  and  has 
concentrated its efforts on the discovery of concepts w hich  m ight lead to 
theory  o n  the developm ent and  im plem entation  of strateg ic alliances 
betw een small and  large com panies in  the com puter industry . This has 
entailed an  iterative and  fragm ented process of know ledge accum ulation.

Various different research m ethods are available in  the social sciences, 
e.g., surveys, archives, experim ents, sim ulations, tests and  case research. 
A researcher m ay investigate a situation  at one po in t in  tim e or he m ay 
concern him self w ith  developm ent and  change of a s ituation  over tim e 
(longitudinal research). Research m ay be used to test existing theory, or 
to fu rth er the creation of theory . All research  m ethodolog ies have 
relative s treng ths as w ell as w eaknesses and  the choice of a specific 
research m ethod  will alw ays depend  on the original research  objectives 
or propositions (Yin, 1989).

4.2.0 Core Objectives

This s tudy  seeks to answ er tw o basic questions w hich  have becom e the 
central objectives of the research:

Why are cooperative agreem ents betw een large and  small 
com panies initiated?
How are such relationships initiated, im plem ented and  developed 
over time?
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4.2.1 Propositions
The propositions, w hich are based on ideas and  concepts derived  from 
both  em pirical and  theoretical evidence are as follows:

1. The sm all firm  will enter into a strategic alliance because it does not 
have direct access to certain assets w hich are m ost likely to be m arketing 
and d istribution channels
2. The large firm  w ill enter in to  a strategic alliance to gain  access to 
technological know -how  or a technological ad vancem en t it does n o t 
possess
3. O rganisational culture conflicts will occur
4. T rust and  goodw ill are achievable over tim e th ro u g h  developing a 
good w orking relationship betw een partners.

It is no t claim ed that this is a finite num ber of propositions, b u t rather the 
opposite. It is envisaged that a num ber of other propositions w ill em erge 
d u ring  the course of the analytical stage of the research. The above 
p ro p o sitio n s  are specu la tive  in  n a tu re  an d  w ill be con firm ed  or 
disconfirm ed during  the course of the study.

4.3.0 The Domain of Grounded Theory

There exists a relatively  th in  theoretical base concerning cooperative 
agreem ents betw een  large and  sm all com panies in  the literature. In  the 
absence of a solid theory, the objective of this s tudy  w as to  in tegrate a 
num ber of phenom ena w hich has been observed in  practice by  m anagers. 
The resu lt of this exercise is a descriptive m odel of a com plex system  of 
in terre la ted  issues w hich  determ ine the developm ent of cooperative 
relationships betw een large, established and small, evolving companies.

Since the in ten tion  w as to b u ild  ra th er th an  verify  theory , it w as of 
p rim ary  concern no t to confine th inking  to any pre-existing categories, 
s tru c tu re s , m odels or theories. R ather th a n  force rea lity  in to  a 
preform ulated  theoretical design and  ignore some of the im portan t issues 
w hich  m ay not fit into such a m odel, it appeared  m ore appropriate  (and 
valuable) to design  and  redesign  a m odel firm ly b ased  on  em pirical 
observations w hich  w ould  reflect as m uch of the 'real w orld ' as possible.
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This decision  resu lted  in  an  itera tive  process of fo rm u la tio n  and  
refo rm ulation  of theory , each tim e adap ting  th eo ry  to the em pirical 
observations w hich had  been m ade in the meantime.

Thus, as far as possible, this research has follow ed a num ber of Glaser 
and  Strauss' (1967) postulations on  the developm ent of g rounded  theory. 
W hile they  do no t dism iss the use of past and  cu rren t literature, they 
strongly recom m end that the researcher should not becom e so blinded by 
w h a t a lready  exists (categories, theories, m odels, etc.) th a t he is 
nonreceptive to forthcom ing theories or new  categories:

... our focus on the emergence of categories solves the problems of fit, 
relevance, forcing and richness. An effective strategy is, at first, literally 
to ignore the literature of theory and fact on the area under study, in 
order to assure that the emergence of categories will not be contaminated 
by concepts more suited to different areas. Similarities and 
convergences with the literature can be established after the analytic core 
of categories has emerged (Glaser and Strauss, 1967, p.37).

4.4.0 Quasi-longitudinal Design

This s tu d y  attem pts to u n d ers tan d  particu lar strateg ic processes, i.e., 
those w h ich  lead  the co opera tion  an d  those w h ich  d e te rm in e  the 
developm ent of the cooperative relationship. In  o rder to  develop  an  
u n d erstan d in g  of these processes, a longitudinal research  design  w as 
required, w hich tracks developm ents as they take place. H ow ever, since 
an alliance agreem ent m ay extend over m any years, it w as necessary to 
rule ou t a 'real-time' longitudinal study. A real-tim e s tudy  w ould  entail 
s tudy ing  a phenom enon  from  its com m encem ent un til its com pletion, 
w hich  w as n o t feasible in  this instance. Instead, a quasi-longitud inal 
app roach  w as chosen w hereby  real-tim e data covering one year w as 
com bined w ith  retrospective data collection in the form  of interview s and  
archival data analysis.

4.5.0 Case Study Design

Bonoma (1985) advises that w here there exists a relatively th in  theoretical 
base, or com plex observational task, case s tudy  research  is the m ost
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beneficial research strategy. Yin (1989, 19) believes th a t 'W hy...?' and 
'How...?' questions can be best resolved using  the case s tu d y  m ethod. 
The developm ent and  im plem entation  of cooperative agreem ents are 
phenom ena em bedded in a hugely complex set of in terrelated  variables, 
such as organisational strategies, structures and cultures. Thus, following 
both  Yin's (1989) and Bonoma's (1985) advice, it seem ed logical to  use the 
case s tu d y  m ethodology. The case s tu d y  allow s the  researcher the 
possibility to study issues w ithin  a rich context, and  to m ake a m ultitude 
of inferences betw een complex sets of variables; "...the distinctive need for 
case stud ies  arises o u t of the desire to u n d e rs ta n d  com plex social 
phenom ena" (Yin, 1989, 14). H irschm an (1986) has w ritten  at length  on 
the subject of hum anistic inquiry  w hereby a fundam en tal belief of this 
type of inquiry  is that hu m an  beings construct m ultip le realities w hich 
are realities that can be com prehended only as gestalts, i.e., holistically. 
One of the p rim ary  advantages of using the case s tu d y  m ethodology is 
that it is possible to capture and  retain  such m ultip le realities w ith in  a 
research study:

...the case study allows an investigation to retain the holistic and 
meaningful characteristics of real-life events - such as individual life 
cycles, organisational and managerial process, neighbourhood change, 
international relations and the maturation of industries (Yin, 1989,14).

Furtherm ore, case study  is an obvious, though no t necessarily exclusive, 
vehicle for g rounded  theory  developm ent, as it can be u sed  to allow 
theory  em erge from  the data , ra ther th an  im posing  a preconceived  
theoretical fram ew ork on reality. This is the m ain d ifferentiating factor 
betw een case study and  surveys. Surveys are restricted to a very  lim ited 
set of relationships betw een  variables and the questions asked usually  
im pose categories on  th e  in terv iew ee an d  u ltim a te ly  reflec t the 
researcher's preconceived in terpretation of the research question.

The p o ten tia l of case s tu d y  m ethodo logy  to generate  an  in tim ate  
understand ing  of one or a small num ber of situations, although being  its 
biggest strength, m ay also be regarded  as a principal weakness. The lack 
of generalisability is often view ed (particularly by those w ho base their 
prem ise on  positivistic philosophies) as a major draw back of this k ind  of 
research  m ethodology . H ow ever, case s tu d y  research ers  are no t 
concerned w ith  dem onstrating  the validity of an argum ent for statistical 
popu la tions or universes, ra ther, they aim  to create an d  expand  rich
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theoretical fram ew orks. Such fram ew orks are concerned prim arily  w ith 
analy tical as op p o sed  to statistical generalisation . O p p o n en ts  also 
express concern over the lack of rigour in case study  research. "Too m any 
tim es, the case s tu d y  investigator has been  sloppy , an d  has allow ed 
equivocal evidence or b iased  view s to influence the d irection  of the 
findings and  conclusions" (Yin, 1989, 21). This addresses the question of 
reliability w hich  has already been discussed in  the p rev ious section of 
this chapter.

Before data collection commences, the researcher m ust decide w hether a 
single-case study  or m ultip le cases are going to be used  to address the 
research questions; the rationale for both  approaches has been  discussed 
in the previous section of this chapter. In this study, it w as decided to use 
single case study  design. It w as felt that the research  w as exploring an 
area - alliances betw een large and small com panies - w h ich  had  received 
very  little prior attention and, indeed, virtually  none in  an  Irish  context. 
A lthough the phenom ena m ay not have been  previously  inaccessible to 
scientific investigation, few researchers had  taken  the  o p p o rtu n ity  to 
observe and  analyse such a complex set of variables. For these reasons 
one m ay view  the case as a revelatory case.

M intzberg's (1979) view  on organisational research further reinforced the 
choice of a single case:

The field of organisation theory has, I believe, paid dearly for the 
obsession with rigour in the choice of methodology. Too many of the 
results have been significant only in the statistical sense of the world. 
...What, for example, is wrong with samples of one? Why should 
researchers have to apologise for them? ...Given that we have one 
hundred people each prepared to do a year of research, we should ask 
ourselves whether we are better off to have each study 100 organisations, 
giving us superficial data on ten thousand, or each study one, giving us 
in-depth data on one hundred (Mintzberg, 1979, 583-584, emphasis 
added).

4.5.1 Unit of Analysis
A fundam ental difficulty in  undertaking  case study  research  is defining 
exactly w h a t the 'case' is - it m ay be an ind iv idual, an  organisation, an 
event or a num ber of situational variables. Yin (1989) offers a general 
guideline w hich  entails defining the unit of analysis in  relation to the w ay 
the initial research questions have been defined. In this s tudy  the case
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w as an  event w hich  inco rpo rated  a num ber of d ifferen t situational 
variab les. The 'even t' w as the  in itia tio n , im p lem e n ta tio n  and  
developm ent of a cooperative relationship, w hich in  tu rn  becam e the unit 
of analysis.

W hat is understood  by  a single case is som etim es m isconceived. Yin 
(1989) m akes clear that a single case approach  m ay involve "more than  
one un it of analysis" (p.49). Essentially this gives the researcher the 
option  of using an embedded case study design or a holistic design. A n 
em bedded  case s tu d y  design  is applicable w hen , w ith in  a single case, 
a tten tion  is also g iven  to a su b u n it or a n u m b er of subunits. The 
alternative - a holistic design  - involves exam ining the case study  in  a 
global sense and  is applicable w hen no logical subun it can be identified 
and w hen  the relevant underlying theory is itself of a holistic nature. A n 
em b ed d ed  d esig n  is ad v an tag eo u s w h en  logical su b u n its  can  be 
identified. In  this s tu d y  the un it of analysis has been  defined  as the 
initiation, im plem entation and  developm ent of a cooperative agreem ent. 
Since the Irish  com pany used  in  the final case has been  involved  in  a 
num ber of strategic alliances it w as felt that an em bedded  design w ould  
be applicable and  this w as confirm ed as the research progressed. Each of 
its alliance experiences w as exam ined  as an  in d iv id u a l subun it. 
H ow ever, m uch atten tion  w as given to avoiding the p itfall of focusing 
only  on  the sub u n it level and  failing to re tu rn  to the larger u n it of 
analysis.

4.6.0 Data Collection

In  order to develop an  understand ing  of the area, tw o  m ain  sources w ere 
used  optim ally. Firstly, extensive literature w as consulted incorporating 
various subject areas such  as strategic alliances (w hich covered a huge 
range of topics, e.g., p a rtn e r  selection  criteria , m o tiv a tio n  factors, 
perform ance m easurem ent), the softw are in d u stry , and  social science 
research m ethods. The purpose  of this w as no t to  develop theoretical 
categories for exam ination b u t rather to fam iliarise herself w ith  the areas 
under investigation and  to use the literature in  the analysis stage of the 
s tudy , (G laser and  S trauss' (1967) com parison  g roups w hich  w ill be 
discussed later). Secondly, in -dep th  in terview s w ere carried ou t w ith
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experts in  a nu m b er of fields such as the so ftw are  in d u s try  and  
partnersh ip  agreem ents. The purpose of these in terview s w as twofold. 
They provided  a further understanding  of a num ber of issues involved in 
the area u n d er investigation, and  they assisted  in  b u ild in g  a pool of 
potential cases for examination.

Eventually a list of th irteen  strategic alliances in  the softw are industry  
w as developed, all of w hich w ere candidates in  the early  stage of the 
study (see A ppendix  B for full list). This inventory w as developed w ith  
the aid of a num ber of industry  experts and  th ro u g h  articles in  com puter 
journals and  national new spapers. Each w as an  Irish-ow ned softw are 
com pany w hich  w as involved in various types of strategic alliances. 
Initially, the m anaging  director of each com pany w as w ritten  to  and  a 
prelim inary interview  arranged w ith  each of them  (see A ppendix A). The 
purpose of this w as to select a com pany w hich could be used  in  the m ain 
body  of the study. This selection w as m ade on the basis of tw o criteria. 
First, the case selected m ust be capable of producing inform ation that w as 
rich  enough. In  som e cases, prelim inary  in terv iew s show ed th a t the 
interview ee w as no t w illing to discuss intim ate details and  problem atic 
situations in  the cooperation. In contrast, other interview ees yielded in- 
dep th  candid  discussion. It w as felt th a t these w o u ld  be especially 
valuable in  giving insights into the difficulties and  problem s, as w ell as 
the m any benefits, encountered in  cooperative agreem ents. Second, the 
alliance m ust have been in  existence for a period of tim e long enough  to 
yield substantial experience. For exam ple, one com pany w as rejected 
because it w as less than  one year old and  it w as felt that it had  no t yet 
accum ulated  enough  experience in  the area for investigation . Tw o 
com panies w ere identified had  been in existence longer than  five years; 
w ere sm all com panies (the Small Firm s A ssociation in  Ireland defines a 
sm all firm  as one having  less than  100 em ployees); and  h ad  extensive 
partnership  experience.

The challenge to identify a case w hich w ould  yield 'rich' inform ation m ay 
be paralleled w ith  Bonoma's (1985) notion of currency in  research studies:

...it [currency] refers to the characteristics of research that affect the 
contextual relevance of finding across measures, methods, persons, 
settings, and time. ...a study which seeks high currency typically 
demands situationally unconstrained operationalisations of variables to 
allow cross-setting generalisation, and observations within natural,
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ecologically valid settings - "noisy" settings - where large samples, 
quantitative measures, and control are more difficult to achieve 
(Bonoma, 1985,200-201).

As well as enhancing richness of data, it w as im portant to consider 'event 
contextuality ' (refer to Figure 4.1). Event contextuality is coined by the 
author to suggest that certain times or periods can w itness a considerable 
stream  of relevant dynam ic happenings w hich im pact on  the case history. 
The cliche 'w e live in  exciting tim es' evokes th is no tio n  of ev en t 
contextuality. Event contextuality w ould  have a big influence on  the 
richness of d a ta  (richness relies on  m ore th a n  the open n ess  of 
interview ees). Thus, the aim  w as to iden tify  a com pany  w ho  had  
extensive p a rtn e rsh ip  experience w ith in  the cu rren t econom ic and  
technological climate - a climate of im m ense technological advancem ents, 
turbulent economic environm ents and increased complexity.

Figure 4.1 Event Contextuality

Source: Developed by Author

A pilot case s tudy  w as constructed using one of the companies. This w as 
developed following a num ber of in-depth  interview s w ith  the m anaging 
director of the Irish  com pany and  the m arketing  director of the larger 
partner firm. This p ilo t case p rovided  very  useful 'learning curve' effects 
to u n d erp in  the m ain  case s tudy  carried  ou t on  the  second firm . The 
second firm  chosen for the m ain case w as used  because it had  potential to
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produce vast am ounts of rich data and also, its partnersh ip  experiences 
evolved around the m any forces of change.

The case presented in  this study has been constructed on the basis of field 
research  carried  o u t over one year. A n u m b er of d a ta  collection 
techniques w ere used  w hich are typical in  this type of organisational 
research. These include observation (sitting in on  com pany m eetings and 
general day-to-day activities of the company), desk research (examining 
existing docum ents such as com pany literature, fax m essages, m em os, 
rep o rts , v ideo  p resen ta tio n s  etc.) and  in te rv iew s (w hich  in c lu d ed  
p e rso n a l an d  te lep h o n e  in te rv iew s, th o u g h  p rim arily  personal). 
Interview s took place vertically and  horizontally  across the firms. Such 
interview s typically ranged in length of tim e from  one to four hours, had 
from  one to three interview ees and  w ere all conducted in  person. In line 
w ith  som e of the p recep ts of g ro u n d ed  theo ry , the in te rv iew er 
purposely d id  no t structure the interview  or offer categories for answers. 
Instead the interview ees w ere sim ply asked to describe their experience 
and  the in terv iew er took  a seem ingly passive  role. H ow ever, the 
in terv iew er d id  p ro v id e  a b road  guidance to keep  the conversation  
w ithin the tw o core research questions:

W hy d id  your com pany get involved in this relationship?
H ow  has the relationship been developing over time?

O ther th an  this, the role of the in terv iew er w as to listen  an d  ask the 
interview ees to clarify certain points or to m ake interpretations from  their 
poin t of view. The range of interview ees w as very  b road  and  included 
directors, softw are developers, salespeople, and  receptionist in  the small 
com pany and  the m arketing  director and  o ther m arketing  an d  sales 
personnel in  the large com pany. D ifferent in terp re ta tions of various 
events occurred throughout the interview  stage w hich w ere subsequently 
add ressed  in  la ter in terview s. For the m ajority  of in terv iew s, tape 
record ing  w as m ade to assist m em ory. H ow ever, due to the sensitive 
nature of som e of the m aterial, all interview ees w ere given to op tion  of 
sw itching off the m achine at any time. As w ell as tape recordings, the 
in terv iew er u n d e rto o k  extensive no te-tak ing . As far as possib le, 
in terv iew s w ere transcribed  d u rin g  the sam e d ay  or the follow ing 
morning.
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Since the research w as conducted over a one year period , there w as the 
opportunity  to follow the evolvem ent of the relationship in  'real time' and 
to participate in  a num ber of m eetings directly related to the cooperative 
relationship. The case narrative and  history, as w ell as its analysis and 
cognitive fram ew ork , w ere set d o w n  in  v a rio u s  d ra ft form s and  
circulated to the key personnel in  the partner com panies. This process 
was repeated until as full a clarification as possible w as achieved.

4.7.0 Analysis

As the em pirical data w ere collected, they w ere sim ultaneously analysed 
and  em erging theoretical conceptions w ere constantly  adjusted. Glaser 
and  Strauss (1967) describe this technique as the constant com parative 
m ethod. It centres around  a p roposition  th a t in  o rder to firm ly base 
theory  o n  da ta , observations constan tly  n eed  to be an a ly sed  an d  
reconciled w ith  theory  as they are collected. D ata collection shou ld  
continue un til clear patterns have em erged and  additional data  w ill no 
longer add  to the refinem ent of the em ergent theoretical concepts. This 
infers that the theoretical fram ew ork w ill continuously change and  this is 
w hat happens. O ver a period of tim e, previously  unlinked observations 
start to fall in to  place and  the overall p icture emerges. It is no t claim ed 
that any theory is a com pletely accurate reflection of the 'real w orld ', yet 
theory is based  on abstraction from  the com plex netw ork of in terrelated  
factors w hich  determ ine outcom es in  reality. Thus, it is the aim  to 
recognise th e  m ost critical factors w ith in  a system  (of in te rre la ted  
variables) and  to record their interconnection in  a model. This leads to a 
theory w hich  develops a predictive ability w hich w ill be of in terest to 
both researchers and practitioners.

One problem  w hich  has been associated w ith  case study  research (and 
indeed , m any other qualitative research  m ethodologies) is the lack of 
clear-cut p rocedures and  m ethods for analysing  and  in terp re tin g  case 
study data. Field w ork  w hich spanned over a one year period  generated 
large am ounts of nonstandard , irregular data.

Leavy (1990; 1994) has p ro p o sed  four w ays to generate theory from  
descriptive-inductive research data. U sing Pettigrew 's (1979) no tion  of
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"letting the data speak for them selves", the analyst should  allow alm ost 
pure induction from  the data; secondly, by converging diverse literature, 
he can generate  a synthesis; the analyst can explore existing theory, 
highlight its inadequacies and  generate alternative theory; and  finally, he 
can combine any of the aforem entioned techniques.

Probably the m ost difficult part of a qualitative research study  is m aking 
the 'creative leap'. M intzberg  (1979) describes the creative leap (i.e., 
generalising beyond one's data) as a vital stage in  induction:

The fact is that there would be no interesting hypothesis to test if no one 
ever generalised beyond his or her data. Every theory requires that 
creative leap, however small, that breaking away from the expected to 
describe something new. There is no one-to-one correspondence 
between data and theory. The data do not generate the theory - only the 
researchers do that... (Mintzberg, 1979, 584).

C ause m ap p in g  w as u tilised  to so rt d a ta  an d  to  develop  a m ore 
inferential level of analysis w hich aided  in  the developm ent of the final 
model.

4.8.0 Chapter Summary

This chapter has outlined the research m ethodology used  in  this study, 
describ ing how  data  w ere collected and  analysed. U sing  ideas and  
concepts d iscussed  in the previous chapter, it w as decided  to take a 
hum anistic approach to this study and  thus, it w as decided to use a single 
case. As far as possible, postulations on  the developm ent of g rounded  
theory w ere followed.

The case study, w hich  traces the developm ent of relationship agreem ents 
in a Irish softw are com pany, is presented in  the next chapter.

107



Bonoma, Thom as V. (1985), "Case research in  m arketing: 
opportunities, problem s, and  a process", Tournal of M arketing 
Research, vol. 12, pp. 199-208.

H irschm an, Elizabeth C. (1986), "H um anistic inqu iry  in  m arketing 
research: philosophy, m ethod, and  criteria", Tournal of M arketing 
Research, vol. 12, pp. 237-249.

Glaser, Barney and  Anselm  Strauss (1967), The D iscovery of G rounded  
Theory. Aldine: N ew  York.

Leavy, Brian (1990), "The craft of qualitative research", Paper p resented  
at the G raduate  Sem inar on The Uses and  M isuses of Research 
Techniques, D ublin Business School, February, 28.

Leavy, Brian (1994), "The craft of case based qualitative research", Irish  
Business and  A dm inistrative Review, vol. 15, pp. 105-119.

M intzberg, H enry  (1979) "An em erging strategy of "direct" research", 
A dm inistrative Science Q uarterly , vol. 24, no. 4, 582-589.

Pettigrew , A ndrew  M. (1979) ," O n studying  organisational cultures", 
A dm inistrative Science Q uarterly , vol. 24, no. 4, 570-581.

Yin, Robert K. (1989), Case S tudy Research Design and  M ethods. 
revised edition, Sage Publications, London.

References

1 0 8



Chapter 5

CASE STUDY



5.1.0 Introduction

This chap ter p resen ts the  case s tu d y  w hich  w as w ritte n  based  on 
inform ation gathered over th rough  field research carried  ou t over a one 
year period. In each interview , respondents w ere given a broad guidance 
to keep conversations w ithin the two core research questions:

Why did your company get involved in this relationship?
How has the relationship been developing over time?

5.2.0 Company Background Information

Dascom G roup was founded in 1984 by Bill Shaughnessy, w hen  John Sisk 
B uilding G ro u p  d ro p p ed  its in -house  com pu ter an d  m an ag em en t 
inform ation services and contracted ou t this activity to Shaughnessy, w ho 
h ad  been  the in form ation  technology m anager a t Sisk. The G roup 
specialises in  prov id ing  application softw are and  services for the IBM 
m ainfram e, m idrange and  client server platform s. Since its foundation, 
the G roup has achieved dram atic g row th  w ith  n u m b er of em ployees 
increasing  from  four in itia lly  to a p re sen t figure  of 70 co m pu ter 
professionals in  Ireland, Belgium and  the U.K. Its consultants have broad 
in ternational experience w ork ing  on  m ulti-vendor platform s. In-house 
hardw are includes IBM 43XX, 308X, A S/400, S /36, RS/6000, P.C. and  a 
complete Unix environm ent consisting of IBM AIX, SCO, SunOS, H ew lett 
Packard HPUX, Intergraph CLIX, Sequent PTX, and DEC MIPS Ultrix.

Dascom G roup com prises three com panies- Dascom Services (IRL.) Ltd., 
Beacon M an ag em en t Services (U.K.) L td. an d  D ascom  Services 
In ternational S.A. Dascom Services (IRL.) Ltd. has its headquarte rs  in 
D ublin and  specialises in  supplying I.T. facilities and  services to the IBM 
Irish m arketplace. The range of services it supplies includes facilities 
m anagem ent, applications developm ent, project m anagem ent, package 
im p lem en tation , system s p rog ram m ing , capacity  p lan n in g , n e tw o rk  
planning, packaged softw are, b u reau  services, SE support, m anagem ent 
consu ltan t, so ftw are selection  consu ltancy  and  h a rd w are  selection  
constancy. Beacon M anagem ent Services (U.K.) Ltd. (established in  1981) 
is a stra teg ic  acquisition  by  the  D ascom  G roup  to  service the  U.K.
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m arketplace in  the IBM m idrange arena. Beacon is an  IBM agent and  
provides num erous services tha t include A S/400 Business Systems, IBM 
m idrange system s su p p o rt services, application su p p o rt, consultancy, 
contingency planning, system s support, specialist services, and  education 
- business system s and  technical. Dascom Services In ternational S.A. w as 
inco rpo rated  in  M arch 1993 and  is an am algam ation  b y  the D ascom  
G roup of the D un & Bradstreet range of A S/400 m idrange softw are and  
Dascom  M idrange C om pany w hich  w as founded  in  1991. Located in  
Brussels, this com pany supports the Dascom G roup E uropean  custom er 
base.

(Unless otherw ise specified, Dascom Services (IRL) Ltd., w ill be referred 
to as Dascom.)

5.3.0 Background Market Information

The com puter industry  has alw ays been dom inated  by IBM w hich  has a 
current turnover of $60 billion. Its size, pow er and  repu ta tion  have m ade 
it very  d ifficu lt for o ther com panies to com pete; M em orexTelex, for 
exam ple, has a turnover of $2.5 - 3 billion and  StorageTek has a turnover 
of approx im ate ly  $1.5 b illion  (the relevance of these  com panies w ill 
becom e evident as the case progresses). Following a num ber of law suits 
in  the 1960's and  1970's, IBM has been forced into disclosure and  it is now  
com pulsory for the corporation  to pub lish  its prices. C om petitors w ere 
then  able to offer a p ro d u ct w ith  m ore functionality th an  an  equivalent 
IBM p ro d u c t a t a cheaper price. Typically com petitors w ere  selling 
p roducts at about 85% of IBM pro d u ct prices, offering a better p roduct 
and  supporting  their products w ith  a better support system. C om panies 
like M emorexTelex and  StorageTek w ou ld  look to IBM m arkets, w here 
huge revenues w ere being generated and  attem pt to take a p roportion  of 
this and  thus bu ild  profitable niches w ith in  the m arket (w hich is possible 
because they w ere no t dealing w ith  com m odity markets).

M em orexTelex has developed  a b ro ad  p ro d u c t range w hich  includes 
A S/400 (tape disk), A irline, 3270, P.C .'s, M edia and  E3390 (w hich are 
large system s - autom ated tape libraries (ATL). Follow ing a m anagem ent 
b u y o u t in  1985 and  an am alg am atio n  w ith  Telex in  1987, b y  1989, 
MemorexTelex had  achieved a turnover of $2.4 billion.
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StorageTek has a narrow er p ro d u c t range w hich  consists prim arily  of 
E3390 large system  ATL's. It specialises in the research and  developm ent, 
m anufacture, m arketing, sales and  service of p ro d u c ts  that store and 
retrieve electronic inform ation for h igh perform ance com puter system s 
and  enterprise com puter netw orks. StorageTek w as founded  in  1969 as a 
low cost alternative to IBM in  the nine-track tape m arket and  has grow n to 
a $1.5 billion corporation w ith  a significantly broadened  p roduct line. On 
O ctober 31, 1984, as a resu lt of increasing  liq u id ity  p rob lem s and  
continued deterioration in the com pany's profitability, StorageTek filed 
for reorganisation under C hapter 11 of the B ankruptcy Code in  the U.S. 
B ankruptcy  C ourt. It em erged  from  C hap ter 11 on  July 28, 1987, 
becom ing one of the largest and  fastest tu rn a ro u n d s in  the h istory  of 
A m erican business. The StorageTek p roduct range consists of disk, tape 
and  prin ters and  it com petes in  the same m arketplace as M emorexTelex, 
as well as IBM.

In  1985, IBM m ade a statem ent declaring that the tape m arket w as dead  
and  th a t it w as defocusing from  tape. H ow ever, S torageTek m ade a 
strategic decision that tape w as not dead and that the fu ture for tape lay in 
autom ated  tapes. A t around  this time, Ryal Poppa becam e chairm an of 
StorageTek. H e believed that since tapes had  been  a ro u n d  for 30 years, 
the m arket w ou ld  be re luctan t to change and  th a t to be a success it 
required some form  of autom ation process behind it. He realigned a lot of 
the developm ent w ork being undertaken w ithin  StorageTek in  other areas 
and focused completely on  tape.

In 1987, StorageTek developed Nearline. The rap id  g row th  in  disk storage 
d em an d  has created  a flow -dow n need  for significantly  h igher tape 
backup capacities. One of the new est elements in  the strategy to maximise 
the capacity of a single tape transpo rt is the add ition  of au tom ated  tape 
h an d lin g  equ ipm ent. These au tom ated  system s have the ab ility  to 
increase the unattended  capacity of a drive tenfold in the case of low -end 
stackers, and  u p  to h u n d red s  of cartridges are available in  som e of the 
larger jukebox library  designs. A gainst the backdrop  of trad itio n al 
backup  an d  archival app lica tions for tape, a new  req u irem en t has 
em erged that is dem anding  enhanced functionality in  the m agnetic tape 
drives. N earline storage is com posed  of files th a t are accessed so 
infrequently  tha t allotting h ard  disk space is no t a cost-effective option.
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H ow ever, these files still need to be referred to occasionally and cannot be 
relegated to traditional archived, offline tape storage either. M ini-library 
products are uniquely suited to m eet this nearline application.

A t this stage no other com pany had  ever au to m ated  tape before and  
StorageTek, being first into the m arket, sold a large num ber of units 
initially. H ow ever, MemorexTelex soon in troduced  a com peting product 
- the 5400. A t the same tim e IBM entered into a strategic alliance w ith  
G rau - a G erm an com pany - w ith  the intention of selling tape libraries. A 
conflict arose betw een  G rau and  H ausen  - ano ther G erm an com pany - 
over patent rights w hich delayed the introduction of an  IBM product (the 
3499) un til late 1992 - five years after the StorageTek p ro d u c t had  been 
launched. In  essence, StorageTek has had  to face m in im um  com petition 
for the first five years of the product's life and  as a resu lt has 6000+ units 
w o rld w id e , w hile M em orexTelex has a m ere 300+ u n its  an d  IBM is 
currently approaching a figure of 300 units; effectively StorageTek control 
96% of this particular market.

H ow ever, IBM - the giant in  the com puter in d u stry  - is now  trying to 
build  a substantial presence in  the ATL m arket w ith  the 3495 and the 3494. 
This increased  com petition  comes at a tim e w h en  the  g ro w th  in  
installation has slow ed dow n considerably com pared to five years ago. 
F urther, the storage capacity  has increased  trem en d o u sly  since the 
libraries w ere first introduced. In  1987, the m axim um  capacity attainable 
per cartridge w as 200mb, yet cartridges are now  available w hich can hold 
up to 1.6gb. Therefore, w ith  this type of technological advancem ent, it is 
now  possible to store the sam e capacity on one library as on four libraries 
five years ago. This is very attractive for users as the libraries take up a 
large am ount of floor space w hich is a major part of the overall installation 
cost. S torageTek N earline m easures 11 feet across and  is one of the 
sm allest in physical size - the M emorexTelex library  m easures up  to 96 
feet long. This increased capacity has had  a m ajor effect on the total 
revenue of h ard w are  com panies. For exam ple, the average cost of a 
StorageTek N earline library is Stg£400,000. Large organisations w ould  in 
the past purchase four of these libraries generating a revenue of Stg£1.6m. 
But w ith  the increased capacity, one library  is sufficient for the da ta  
m anagem ent needs reducing  firstly, the hardw are revenue by £1.2m and  
secondly, the m onthly  m aintenance cost is now  reduced  to  one library  
instead of four.
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Users are also left w ith  excess hardw are for w hich they  have no use and  
traditionally  hardw are com panies have not been concerned w ith  the end  
use of the equipm ent. W hen the m ajority of the libraries w ere purchased 
in  the late 1980's, they w ere purchased for au tom ation  purposes. W hen 
they w ere delivered to custom ers and installed  initially , they w ere no t 
fu lly  fu n ctio n a l an d  w o u ld  no t generate  an  ad eq u a te  re tu rn  o n  
investm ent. This w ould only occur over a period of tim e as the hardw are 
becam e m ore and  m ore in tegrated  into the various business functions. 
H ow ever, this w as no t a concern for the hardw are  com panies w ho up to 
this point saw them selves as hardw are suppliers, w hose prim ary concern 
was to sell hardw are and not w orry  about w hat the custom er actually d id  
w ith  the system . This approach  w as acceptable w hen  au tom ated  tape 
libraries w ere first in tro d u ced  because the p ro d u c t w as un ique  and  
com petition was m inim al and  also the m arket size w as grow ing at a very 
fast rate.

H o w ever, fu n d am en ta l changes w ere o ccu rrin g  in  th e  co m p u te r 
m arketplace. It becam e obvious to all those supp ly ing  the m arket that 
custom ers w ere no longer w illing  to pu rchase  h a rd w are  from  one 
com pany and  u n d ertak e  a separate search for softw are. They now  
w anted  to purchase a com plete package that incorporated hardw are w ith  
a so ftw are  so lu tion . H ard w are  com panies w h ich  h a d  been  very  
successful in the past, suddenly  found that its salespeople w ere no t able to 
m eet custom er dem ands. M ost hardw are salespeople had  an operations 
background  and  w ere thus very  know ledgeable in  the hardw are  area. 
H ow ever, because they never crossed to developm ent, they essentially 
knew  very  little (if anything) about softw are and therefore they d id  not 
have the ability to offer the custom er the overall solution they required.

5.4.0 Relationship Agreements

Dascom w as provid ing  a consultancy service in  the IBM m ainfram e area 
of technical su p p o rt to specific custom ers and  com puter users in  the 
D ublin area - banks and  insurance com panies, for exam ple - while, at the 
sam e tim e, p ro v id in g  a sim ilar service to M em orexTelex, in itially  in
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Ire lan d  and  ev en tua lly  in  the U.K. Before any  re la tio n sh ip  w as 
established, Dascom prov ided  M emorexTelex w ith  a consultancy service 
w hereby it assisted its salespeople in developing proposals, undertak ing  
technical evaluations of prospective custom ers, and  partic ipating  in  pre- 
and  post-sales presentations. Dascom developed a concept for a software 
p roduct com patible w ith  M emorexTelex hardw are used  to autom atically 
load tape cartridges on drives. W hen it becam e apparen t that custom ers 
w ere in terested  in  this concept, Dascom developed the actual softw are 
product. M emorexTelex and  Dascom form ed an official agreem ent and  
the softw are p roduct w as com bined w ith  M em orexTelex hardw are  and 
sold as an overall solution.

M emorexTelex held  full responsibility  for sales and  m arketing  since it 
already had  an extensive sales and m arketing netw ork  in  the m arketplace. 
Even m ore im portantly , it h ad  an established and  w idely  know n b rand  
nam e. W hile m uch of its effort is concentrated  o n  p ro v id in g  a h igh  
quality sales service, the com pany lack expertise in  softw are developm ent. 
Dascom was aw are that it could never offer an equivalent sales service or 
estab lish  such  an  extensive m arketing  netw ork , nevertheless, it w as 
confident that its strength  w as its software developm ent abilities.

H ow ever, soon after this agreem ent became active, a num ber of problem s 
arose. Firstly, the agreem ent - a legal contract, w hereby M emorexTelex 
purchased  a m inority  shareholding in  Dascom - w as based  on achieving 
target p ro fit figures over a certain  leng th  of tim e. A ccording to Tom 
M cGovern (Financial Director, Dascom), this type of agreem ent w as not 
suitable in  their situation. The m ain problem  w as the major differences in 
culture w hich  existed betw een the tw o com panies. For exam ple, radical 
differences existed betw een the two companies' decision process. Dascom 
w as accustom ed  to m ak in g  im m ed iate  dec isions, w h ereas  w ith in  
M emorexTelex, it w as essential that all decisions w ere arrived  at after a 
num ber of m eetings, m aking the decision process a very  form al one w hich 
often extended over a lengthy period  of time. M em orexTelex expected 
Dascom to conform  to its m anagerial systems such as docum enting every 
directors' m eeting. Secondly, M emorexTelex hardw are  d id  n o t m ake a 
huge m arket im pact and  th ird ly , some fu n d am en ta l in terna l changes 
occurred w ith in  M emorexTelex w hich resulted in the corporation placing 
decreased em phasis on  large storage system s, w hich  h ad  becom e of less 
strategic im portance to them . The corporation began  to p u t m ore sales
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and m arketing resources into other areas - areas th a t were no t related to 
the Dascom product. It w as at this stage that Dascom realised it had  m ade 
a vital m istake in  its dealings w ith this particular relationship agreement. 
It assum ed that if MemorexTelex held a m inority shareholding in Dascom, 
then it w ould  be in  its interest to continue selling a large num ber of units 
of hardw are com patible w ith  Dascom software. H ow ever, it soon became 
apparen t th a t this w as no t to be the case. F urtherm ore , although  the 
partnersh ip  w as a m inority  shareholders agreem ent, M emorexTelex felt 
that it had  a h igh degree of control over Dascom w hich  obviously was not 
the intentions of Dascom directors.

In 1988, Dascom in  conjunction w ith  M emorexTelex developed a solution 
for Telecom Eireann w hich allow ed it to use a M emorexTelex library  to 
store all item ised bills and  to random ly access the inform ation on tape. In 
1990, Dascom  decided  th a t the so lution it h ad  developed  for Telecom 
E ireann h ad  m uch b ro ad er applications and  cou ld  in  fact becom e a 
package. This w as legitim ate because since D ascom  developers had  
w ritten  the program m e they ow ned the rights to it. A t this stage, Dascom 
software developers u n bund led  the p rogram  from  the telephone system  
and produced  a superior product w hich they nam ed OTAS - online tape 
archival system.

OTAS is a tape database m anagem ent system  an d  is, in  this respect, 
sim ilar to disk based  database m anagem ent system s, i.e., it is invoked 
from  w ith in  the application  program s and  w ill store and  retrieve data 
from  tape databases in  response to user requests. OTAS allow s for 
significant direct access storage device (DASD) savings since m igration of 
data  from  DASD to tape w ill enable large am ounts of in terna l DASD 
space to be re triev ed  from  online databases, v ia d a ta  de le tion  and  
database reorganisation . H igh  levels of interface are su p p lied  for all 
OTAS functions, to enable tape database processing to  be fully in tegrated  
into existing batch or online applications. In this w ay  it will be possible to 
extend existing system  access to online data, via database m anagem ent 
system s such  as IM S/D B  or DB2, to  v irtua lly  u n lim ited  quantities of 
archived storage on tape, w hile still retaining the ability to access this data 
online.

In 1992, Dascom experienced another m ajor problem  in  dealing w ith  large 
corporations. It had  p roposed  the p ro d u c t (OTAS) inside the policy of
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MemorexTelex U.K. b u t it w anted it to be adopted  at corporate level in  the 
U.S. H ow ever, M em orexTelex U.S. rejected the p roduct. A lthough  
M emorexTelex is a relatively young com pany w ith  an  en trepreneuria l 
spirit, this d id  no t p reven t it from  experiencing the effects of the N ot- 
Invented-H ere syndrom e. Bill Shaughnessy (M anaging Director, Dascom) 
believes that this w as a prim ary factor in the rejection of their product by 
MemorexTelex. Pride and focus on its ow n products m ay very well have 
been a large part of its success story, bu t it also ham pers the acceptance of 
ou tside ideas. But it w as essential for D ascom  to get su p p o rt a t a 
corporate level if the relationship was to be a success. The significance of 
this can be seen in  the fact that MemorexTelex only had  8 ATL units in the 
U.K. and  therefore, u nder the p resen t rela tionsh ip  agreem ent, Dascom  
had  only 8 potential custom ers w hich w as no t a large enough  custom er 
base. W hereas, in  the U.S. it had  over 200 units w hich  w ou ld  be a very  
significant custom er base for a com pany  like D ascom . A lth o u g h  
M emorexTelex U.S. d id  no t approve, M em orexTelex U.K. agreed  w ith  
Dascom that there w as no w ay it could preven t Dascom  from  prom oting  
the product itself.

Dascom w as w orking on a proposal w ith  M emorexTelex for M anw eb - a 
U.K. com pany - w here the com petition for the contract was StorageTek. 
StorageTek being  the leaders in  the field of au tom ated  tape  libraries, 
thought that it w ou ld  autom atically  w in  the contract for tw o reasons. 
Firstly, it has a h uge  custom er base w hich  w o u ld  give the com pany 
credibility  an d  secondly , its p ro d u c t w as a be tte r p ro d u c t th an  the 
M emorexTelex library. But suddenly , StorageTek realised that there w as 
a further differentiator - i.e., the Dascom package - and  it d id  no t have it, 
m aking it m ore difficult to w in  the contract th an  anticipated . Being 
h ard w are  peop le  they  d id  no t u n d e rs tan d  the  package, b u t be ing  
salespeople they  recognised  that the com bination  of h a rd w are  an d  
softw are w as giving M emorexTelex the com petitive edge because the 
custom er w as expressing  a d istinct in terest in  the overall so lution. 
StorageTek im m ediately approached Dascom to discuss the possibility of 
some form  of collaboration b u t obviously at this p o in t in  tim e, D ascom  
w ere no t in  a po sitio n  to cooperate w ith  S torageTek in  the M anw eb 
p roposal because of its re lationsh ip  w ith  M em orexTelex. H ow ever, 
S torageTek saw  the b enefit of u sing  OTAS in  p ro p o sa ls  an d  w as 
in terested  in  hav in g  fu rth e r d iscussions w ith  D ascom  ab o u t fu tu re  
contracts. The advan tages for D ascom  form ing  a re la tionsh ip  w ith
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StorageT ek ra th e r  th a n  M em orexTelex w ere  eno rm ous. F irstly , 
StorageTek has a huge custom er base - in  the U.K. alone it has installed 
over 300 libraries w hich  is m ore than  the M em orexTelex w orldw ide 
figure. F urtherm ore, StorageTek has a m uch  n arro w er p ro d u c t range 
than  M em orexTelex and  concentrate all its efforts - sales, m arketing, 
research and  developm ent - on  tape libraries w hich  w as w here the 
Dascom software w as applicable. MemorexTelex, on  the other hand, had  
already m ade a strategic decision to de-em phasise tape libraries and  to 
focus on other sections of the m arket w hich d id  no t have applications for 
Dascom software. Also, due to financial restructuring  it d id  no t w an t to 
becom e involved in  supporting  another p ro d u c t - especially one w hich 
was not developed w ith in  its ow n corporation - fu rther evidence of the 
negative effect of the N ot-Invented-H ere syndrom e. Because of this lack 
of support at a corporate level, Dascom decided that it w ould  begin  to sell 
its product through  StorageTek.

W hile the relationship never became acrim onious, it obviously w ould  no t 
m ake sense for M em orexTelex to continue an  equity  partic ip a tio n  in  
Dascom if Dascom w as now  cooperating w ith  its biggest com petitors in  
the autom ated tape library section of the m arket, i.e., StorageTek. Dascom 
realised that the p resen t relationship w as going now here and eventually  
the agreem ent w ith  MemorexTelex w as term inated and the shares ow ned  
by MemorexTelex w ere repurchased by the directors of Dascom.

5.4.1 Negotiations
After the initial contact w as m ade, and  a basis of shared  in terests had  
been  estab lished , negotia tions w ere com pleted  very  sm oothly. The 
interests and  needs of bo th  firms suggested  th a t the com panies w ou ld  
make a perfect m atch. Both parties w ere excited about the deal, although 
Dascom  w as w ary  of having  to deal w ith  the bureaucracy  of a large 
corporation (particularly after its past experience w ith  MemorexTelex).

A n ag reem en t w as set in  p lace w h ereb y  D ascom  w o u ld  su p p ly  
StorageTek w ith  softw are on a v ery  sim ilar basis as M em orexTelex, 
how ever, u nder this agreem ent StorageTek d id  n o t undertake an  equity  
participation. Dascom  had  learn t from  the M emorexTelex alliance that 
having an  equity  partic ipation  in  a com pany does not guarantee 100% 
com m itm ent from  a large corporation. Furtherm ore, cu ltural conflicts
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arose w hen  M emorexTelex attem pted to extend the level of control they 
held over Dascom.

MemorexTelex tried to impose their culture on our organisation without 
realising or understanding the vast differences which exist between large 
and small companies.
(Tom McGovern, Financial Director, Dascom).

Therefore, a renew able annual agreem ent w as set in  place and  StorageTek 
do no t have any  d irect contro l over the m an ag em en t of Dascom. 
StorageTek proposed  that the nam e of the package should  be changed to 
N earA rchive - w hich  it w as - in  keeping w ith  the StorageTek p ro d u ct 
range w here everything is N ear— . It also produced  brochures and  other 
prom otional m ateria l describing N earA rchive an d  its function. These 
brochures w ere produced in identical form at to other StorageTek products 
and they held the StorageTek nam e w ith  no m ention of Dascom.

5.4.2 Rationale for Cooperation
StorageTek becam e involved in the relationship for a num ber of reasons. 
First of all it saw the differentiating factor M emorexTelex held  w hen  it 
w as using the Dascom  p roduct in  its proposal. Secondly, it felt that it 
could use this p roduct to extend the com pany's p roduct range and  m ost 
im portan tly , it felt th a t the com bination of its hard w are  an d  D ascom  
softw are w ou ld  aid  in  selling m ore of its core products. H ow ever, the 
com pany does no t w ish  to view  the alliance as a strategic alliance b u t 
rather as a tactical alliance.

There is definitely an element of "strategic fit" between our two 
companies, but we view the alliance as being tactical. Dascom had a 
product which we felt would increase StorageTek's sales, therefore, it 
made sense for us to form some type of relationship with them. With the 
recession, companies have been forced to increase the usage of present 
equipment and competition has become stronger.
(Paul Bush, Marketing Director, StorageTek)

Dascom expected prim arily  m arketing  advantages from  the agreem ent 
w ith  StorageTek. As a sm all com pany targeting  large corporations as 
custom ers, Dascom  had  frequently  h ad  to overcom e prejudice about its 
small size. Purchasing departm ents w ere reluctant to deal w ith  a young, 
sm all com pany, even th o u g h  D ascom 's p roducts  m ay be technically  
superior to large com petitors' products:
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The big advantage to us in setting up [the alliance] with StorageTek in the 
first place was that we instantly get access to their existing customers 
who in most cases are large companies. We can walk into companies like 
Barclays Bank, and people will sit down and listen to us. StorageTek has 
a high profile in this particular area of storage management. If we come 
into their company as StorageTek, they will listen and take seriously what 
we have to say. If we were to go in as Dascom they would wonder who 
we are and I suspect we would have great difficulty in getting in through 
the door, let alone talk to the right people.
{Geriant Waters, Software Developer, Dascom)

Dascom 's softw are p roduct is a com plem ent to StorageTek's hardw are  
systems and  could easily be sold in  package w ith  StorageTek's computers. 
StorageTek's U.K. (and indeed w orldw ide) direct sales force w as of special 
interest to Dascom, w hich depended on  a small direct sales force.

W hile D ascom  could help StorageTek address a specific custom er need 
and  im prove its com petitive position, StorageTek could  help  Dascom 
boost its grow th potential w ithin a short tim e before Dascom  w ould  have 
to face increased com petition from other software developers.

F u rtherm ore , S torageTek's rep u ta tio n  for quality  an d  su p p o rt w as 
exem plary . In  fo rm ing  the alliance, D ascom  becam e p a r t of the 
StorageTek Active Call M anagem ent (ACM). ACM provides a proactive, 
dynam ic responsive support operation w hich offers h igh  levels of service 
expertise. It entails a 24 hour 365 day  services offering year round  
support availability.

The scope of negotiations developed beyond a licensing agreem ent for 
tw o reasons: (1) Dascom  needed an  infusion of capital and  StorageTek 
agreed to  contribute to the research developm ent financing; and  (2) the 
softw are package w as extrem ely com plex, and  the existing StorageTek 
salesforce needed technical backup from  Dascom technicians.

5.4.3 Early Cooperation Experiences
At the start of the relationship, Dascom  again m ade the assum ption  that 
StorageTek salespeople could sell bo th  hardw are and  software - a m istake 
that it quickly recognised:

They could promote and sell hardware and they could promote but 
not sell software.
(Paul McSweeney, Sales Manager, Dascom)
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They [StorageTek] are a hardware organisation, they do not really know 
software and they certainly do not have the expertise in selling software 
solutions. They would like to be able to sell this black box solution 
which has all the various components. They can supply the hardware 
and the hardware expertise but they need somebody else to supply the 
software, the expertise to sell it, to evaluate customer requirements, to 
implement and support the software. This is the role that we play 
because they do not have their own people to carry out these functions. 
(Geriant Waters, Software Developer, Dascom)

StorageTek salespeople and  system s engineers (w ho are sales support) 
h ad  h isto rica lly  so ld  and  su p p o rted  h a rd w are . They w ere  very  
unfam iliar w ith  areas of softw are an d  h ad  v irtu a lly  no  app lication  
developm ent know ledge. So even though  the ATL has its ow n softw are, 
it w as w rap p ed  up into the hardw are deal and w as in effect, invisible to 
the salesperson  w ho w as thus selling a piece of h ard w are . D ascom  
becam e very  frustrated  w ith  this situation because it now  had  access to a 
huge sales netw ork w ho d id  no t have the know ledge to prom ote and  sell 
the softw are. The o ther p rob lem  w hich  arose w ith  the S torageTek 
salespeople w as that a NearLine library cost £400,000, w hile N earA rchive 
cost a m ere £40,000. Thus the com m ission involved in  selling softw are is 
very sm all com pared w ith  that achievable in  selling hardw are.

Initially, StorageTek's sales team  w on  a sm all num ber of contracts as a 
direct resu lt of having N earA rchive in  their p roposal and  being able to 
offer the so u g h t after 'overall so lu tion '. H ow ever, it soon  becam e 
apparent tha t they w ere using N earA rchive as a talking point:

What they used the software for was as a talking point with the customer 
and were not actively trying to sell it. They were going into a customer 
saying: " I've got this great product, terrific product, it could do a lot of 
things with your hardware. I don't know what it does, I don't know how 
it does it, but I do know it does something" So you can see how the 
software was used as another reason to go into the customer.
(John Walshe, now Director of Business Solutions Group, past 
Technical Director, Dascom)

The salespeople had  no real benefit in  selling software; they w ere no t able 
to  u n d e rs ta n d  it an d  w h en  they  a ttem p ted  to involve the system s 
engineers, because it is an  application and  no t operations, they w ere no t 
able to su p p o rt it either. D ascom  recognised  th a t if this s itu a tio n  
continued, it w ou ld  sell tw o or three packages and that w ould  be the end
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of w h at had  appeared  to be a lucrative relationship. Rather than  let this 
happen, it m ade a strategic decision to change the situation.

From  February , 1993, John W alshe (who w as at th is tim e Technical 
Director in Dascom) w orked very closely w ith  the StorageTek sales-team. 
Because he w as an instigator in  the p rogram  design, he knew  how  to 
present it across to customers. He bad  been integrally involved w ith  the 
Telecom E ireann application and  could explain to p o ten tia l custom ers 
w hy Telecom Eireann had  used  it, w hat benefits they got ou t of it and  
w hy they w ere still using it and how  custom ers could get better use out of 
their libraries. Present users realised th a t they h ad  been underu tilis ing  
their assets sim ply on  the basis th a t they d id  no t know  how  to use the 
application. Dascom aim ed for m ore than  just getting the p ro d u c t sold 
th rough  StorageTek - often StorageTek had  incorporated the p rogram  into 
a financial package offering it to  custom ers in  lieu  of a d iscount. 
A lthough it w ould  be counted as a sale for Dascom, it w as no t content 
w ith  hav ing  its package sitting in  o rgan isations and  no t being  fully  
in tegrated  (if at all) into the business. The directors felt th a t this w ould 
achieve very little for the com pany's long-term  success, rep u ta tio n  and  
credibility.

Zurich Municipal has successfully integrated NearArchive into a DB2 
system. They found that they can now move data in 20/30 seconds 
rather than the 2/3 minutes their old system took and they are thrilled 
with the package. This is the type of reference base that we are trying to 
build. We can use their testimonial in future proposals.
(John Walshe, Director, Business Solutions Group)

A t this tim e, John W alshe w as w orking  in  the D ascom  U.K office. In 
February 1994, he re-established this office as an in dependen t com pany 
u nder the nam e Business Solutions G roup w hich  ow ns one-th ird  of the 
copyrigh t of N earA rchive. This com pany  has in itia ted  a separa te  
cooperative agreem ent w ith  S torageTek w hich  is very  sim ilar to the 
Dascom agreem ent. Thus, Dascom 's strategic alliance experiences have 
developed even further, w hereby a new  com pany has been  established as 
a direct resu lt of the cooperative agreem ent. H ow ever, Business Solutions 
G roup has continued a very close w orking relationship w ith  Dascom. The 
developm ent of the different relationships is sum m arised in  Figure 5.1.
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Dascom . Business Solutions G roup

Figure 5.1 Developm ent of Key Relationships

Source: Developed by Author

From  the very beginning of the D ascom /StorageTek alliance there were 
problem s w hich had  to be w orked  on from  both  sides. Dascom  w as very 
frustrated w ith  the initial StorageTek sales effort. H ow ever, bo th  partners 
acknow ledged the problem  and set about fixing it. W hile StorageTek m ay 
not have delivered all its prom ises initially, the relationship gave Dascom, 
and subsequently, Business Solutions G roup the opportun ity  to bu ild  up a 
very significant custom er base com prising blue chip accounts:

Since our relationship with StorageTek commenced, we have built up a 
very significant customer base - accounts like Barclays Bank, Girobank, 
DVOIT, Royal Insurance, Commercial Union, B.T. Billing and NatWest. 
There is no way we could have got access to these accounts without 
StorageTek. The first thing that these large blue chip companies look for 
in a computer company is longevity - they need to be reassured that 
based on your history, you have a future. You can have a very bad 
product and sell it into these companies if you have a future, in contrast 
to having a good product but appearing not to have a future. There is 
absolutely no way they will buy a product that does not have a track 
record or a history. They may be implementing a system that will be 
around for 20/30 years and they need reassurance that your company 
will be there to support the package. They do not want the cost or 
commitment of employing their own staff to support the program.
0ohn Walshe, Director, Business Solutions Group)

D ascom  has estab lished  a d irec t link  w ith  S torageT ek m ark e tin g  
d ep a rtm en t w hich  is the on ly  channel of com m unication  w ith  the 
com pany. Since the softw are is so ld  as a S torageT ek p ro d u c t by 
S torageTek sa lespeop le , D ascom  d id  n o t have a d irec t link  w ith  
custom ers. To overcom e this com m unication problem , Dascom  set up  a 
U.K. office w hich p rov ided  pre- and  post-sales su p p o rt to custom ers as 
part of the StorageTek netw ork. These people w ere an  essential link in  the
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w hole chain and provide Dascom w ith  a second channel of inform ation 
concerning customers needs.

StorageTek do no t w ant Dascom to have direct dealings w ith  custom ers 
because it w ants to have full control over the relationsh ip  betw een  the 
com panies and fear that an elem ent of this control will be lost if Dascom 
com m unicate directly  w ith  custom ers. H ow ever, this poses particu lar 
problem s for Dascom since it cannot develop in  a vacuum  and  needs to 
observe w h a t is happen ing  in  the m arketplace and  m onito r changing 
custom er requirem ents. Dascom realise that it cannot solely depend  on 
the feedback in form ation  from  StorageTek and  therefore take every  
opportunity  to obtain inform ation itself through Business Solutions G roup 
and occasions w hen  Dascom technicians are requested  to visit custom ers 
to provide in d ep th  technical support. Yet this com m unication problem  
rem ains a major weakness in  the Dascom - StorageTek relationship.

5.4.4 Constraints
C onstrain ts in  the relationsh ip  agreem ent m ean  th a t D ascom  are no t 
presently  actively prom oting N ear Archive outside of Ireland and the U.K. 
A ny com m u n ica tio n  b e tw een  D ascom  an d  S torageT ek  France or 
StorageTek G erm any is supposed  to take place th ro u g h  the m arketing  
departm ent in  StorageTek U.K. H ow ever, there is very  little incentive for 
those in  StorageTek U.K. to m ake presentations o n  behalf of D ascom  to 
any of their sister com panies. Firstly, the percen tage com m ission on 
software is relatively small com pared to that on large hardw are  sales; and 
secondly, the m ajority of the com m ission on sales in  France or G erm any 
w ould  go to branches in  the respective countries. Yet, D ascom  feel that 
there is huge potential for N earA rchive in  these m arkets bu t, because of 
term s in  the agreem ent, they are restricted from  p u rsu in g  this potential. 
P art of the  p roblem  is caused  by the culture of large organisations. 
N earA rchive has no t been accepted at a corporate level in  StorageTek i.e., 
th ro u g h  h ead q u arte rs  in  the U.S. W ith in  this C orp o ra tio n , all the 
com m unication channels flow from  headquarters to  in d iv id u al country 
branches and  vice versa b u t very  little com m unication occurs betw een 
countries. It is difficult for Dascom to appreciate these cultural differences 
and  they som etim es becom e frustra ted  w ith  the inactiv ity  of StorageTek 
U.K.
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StorageT ek is an  A m erican  com pany  w ith  th e ir h ead q u a rte rs  in  
C o lo rad o . T here  are  s tro n g  re la tio n sh ip s  b e tw e e n  co rp o ra te  
headquarters and  each ind iv idual country, b u t from  country  to country 
there is a m uch m ore inform al netw ork - the m ain  pa th s lead back to 
headquarters. If you  try  to do som ething across the hierarchy, it is 
difficult, particu larly  if there is no great benefit to  them  - w hich in  this 
case there is not.
(Geriant W aters, Software Developer, Dascom)

5.4.5 Unexpected Benefits
D uring discussions w ith  a big insurance organisation, Dascom discovered 
a fu rther application for its software. The custom er w as looking for a 
so lution w hereby it w ould  be possible to scan data  into the system . In 
provid ing  a solution, it was able to develop another p roduct - N earim age 
- w ith  financial backing from  StorageTek. N earim age provides support 
for the m igration  and  retrieval of objects from  tape  using  IBM's object 
access m ethod  (OAM), allow ing cartridge tape to co-exist w ith  existing 
OAM storage devices. The softw are package provides a com plete range 
of facilities and  u tilities to  im p lem en t a com prehensive  tape  object 
m ig ra tio n  an d  re tr ie v a l s tra te g y  w ith  m in im a l in s ta lla tio n  and  
im plem entation requirem ents.

5.4.6 Exit Strategy
A definite exit strategy is in place in  the legal agreem ent protecting each 
partner if either side break the agreem ent. W hile the softw are is sold as a 
StorageTek product, m any custom ers are aw are th a t it is being supplied  
by a th ird  party , and  they dem and that such an exit strategy be in  place to 
protect their interests if the agreem ent breaks down.
H ow ever, bo th  parties are extrem ely w ary of becom ing overdependent on 
each other. StorageTek U.K. is not p repared  to become so in tegrated w ith  
D ascom  th a t it cannot continue in  a certain  d irection  of business, or 
sustain a particular support level w ithout them. For this reason it prefers 
to view  the alliance as tactical ra ther th an  stra tegic  - w hether this is 
actually the case or not is debatable. Dascom also has huge reservations 
about becom ing overd ep en d en t on StorageTek be ing  its only m arket. 
This is the reason it has been  particularly careful in attem pting  to bu ild  up 
a reference base of its ow n custom ers - though  it acknow ledges that this 
has been  successful because  it goes in to  o rg an isa tio n s  in itia lly  as 
StorageTek people, in  fact, their business cards have the StorageTek nam e, 
telephone num ber etc., on  them.
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... if at some stage they [StorageTek] w ant to quit the agreem ent, w e have 
established an  existence of our ow n that ho lds a fu tu re  for us. O ne 
w eakness of a p u re  strateg ic  alliance w o u ld  be w here  w e w ere so 
dependen t on them  tha t if the alliance ended  w e w ou ld  die. A nd we 
m ust realise that this is a very real threat. Because the alliance is in  place 
on the U.K. level ra ther than  corporate h ead quarte rs , they could  get 
orders from the top to ditch us.
(John Walshe, Director, Business Solutions G roup)

5.5.0 The Present S ituation
Mr. John W alshe is of the op in ion  that a p a rtn e rsh ip  is never a real 
partnersh ip  w hen  one partner is substantially larger th an  the other, and  
furtherm ore, strategic alliances are a short- term  rather th an  a long-term  
strategy, i.e., he view s them  as a m eans to an end  rather than  an end  in 
them selves. Exactly, w hat the future is for Business Solutions G roup is 
presently  unclear.

In a strategic alliance, usually  one partne r e ith er w an ts  access to the 
other's m arket or they w an t the other's p ro d u c t/s  and  once they have this 
and  the m arket has gone th rough  its life cycle, the relationship  a t tha t 
point is dead, because there is nothing new to come into it.
(Dave Litten, Project Support M anager, Business Solutions Group)

Business Solutions G roup is essentially an extension of StorageTek U.K. 
b u t yet is an  independen t com pany. A nd at the m om ent this situation is 
very favourable for StorageTek U.K. because they do no t have to report 
them  upw ards to headquarters as they are not a departm en t or a budget. 
Even though  headquarters are aw are of the arrangem ent and  are closely 
w atch ing  the situation , there is no risk involved  for them  as long as 
D ascom  an d  B usiness S o lu tions G roup  rem a in  sep a ra te  en tities. 
H o w ev er, M r. W alshe an d  M r. S h au g h n essy  b o th  feel th a t th is 
arrangem ent is not an adequate long-term  solution.

O n the o ther side, StorageTek are happy  to keep the relationship  at its 
present level for the foreseeable future.

O ur C om pany has alw ays been very g uarded  abou t setting  up  alliances 
w ith  o ther com panies. A t the m om ent w e h av e  no  in ten tio n  of 
pu rch asin g  Dascom . M aybe w e m igh t take o u t a m in o rity  equ ity  
shareholding in the com pany but it w ould  have to suit u s  and  w e w ou ld  
have to feel that we are getting  som ething really substantial out of doing 
so.
(Paul Bush, M arketing Director, StorageTek U.K.)
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All partner com panies involved judge the alliances to be a success - a 
judgem ent w hich  has been  m ade on the level of increased  sales. Both 
agreem ents are reassessed on  a one yearly basis and  are likely to rem ain 
on  sim ilar term s for the im m ediate  fu tu re . D ascom  an d  Business 
Solutions G roup  are aw are th a t a stra teg ic  a lliance  does not last 
indefinitely. Both com panies are considering further E uropean expansion 
b u t are experiencing difficulties under the cu rren t arrangem ents w ith  
StorageTek. In  the long-term , bo th  directors w o u ld  like to see a further 
am algam ation (and perhaps, an  eventual takeover) of their respective 
com panies w ith  StorageTek, yet, at the p resen t tim e StorageTek is n o t 
considering this option.

5.5.0 Chapter Summary

In  this chapter, the case study  was presented  w hich  traces the initiation, 
im plem entation and  developm ent of various strategic alliances in  a small 
Irish  softw are com pany. It incorporates all partners ' involvem ent in  the 
relationships and  establishes w here each partner w o u ld  like to see the 
relationships progress to in the future.

The fo llow ing chap ter p resen ts  an  analysis of th e  case u s in g  cause 
m app ing  to analyse the stream s of decisions and  behav iou r occurring 
th ro u g h  the phases of in itiation, im plem entation  and  developm ent of 
strategic alliances.
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Chapter 6

CASE ANALYSIS



6.1.0 Introduction

In  C hapter 4, it w as established th a t this s tu d y  seeks to answ er tw o 
questions, as w ell as addressing  a num ber of propositions. The core 
research questions are:
W hy are cooperative agreem ents betw een  large an d  sm all com panies 
initiated? and
H ow  are such relationships initiated, im plem ented  and  developed over 
time?

The propositions, w hich  are based on  ideas and  concepts derived  from  
both  em pirical and  theoretical evidence are as follows:
1. The sm all firm  w ill enter into a strategic alliance because it does no t 
have direct access to certain assets w hich are m ost likely to be m arketing  
and d istribution channels
2. The large firm  w ill enter into a strategic alliance to gain  access to 
technological know -how  or a technological advancem ent it does no t 
possess
3. O rganisational culture conflicts will occur
4. Trust and  goodw ill are achievable over tim e th ro u g h  developing a 
good w orking relationship betw een partners.

6.2.0 Analysis Technique

C ause m ap p in g , an  estab lished  techn ique of analysis, w as deem ed  
particularly  suitable to apply  to the descriptive data (docum ented in the 
case h isto ry  in  the prev ious chapter) in  o rder to s tu d y  the stream s of 
decisions and  b ehav iou r occurring  th ro u g h  the phases of in itia tion , 
im plem entation  an d  developm ent of strategic alliances (Ennis, 1994). 
C oding schem es w ere  u tilised  to  ind ica te  causal an d  d efin itio n a l 
re la tionsh ips am ong the linkages in  the causal m ap. A m ap  w as 
constructed by connecting specific events, decisions and  in teractions of 
people w ith  a sym bol for the type of relationship observed. To enhance 
reliability and  valid ity  at this stage of the research, each edition  of the 
cause m ap (only the final one is presented here) w as circulated to the key 
people in  the p a rtn e r  com panies w hose com m ents en su red  th a t the 
refined m ap w as representative of the actual happenings.
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(Unless specifically s ta ted , the 're la tionsh ip  or alliance' refers to the 
D ascom /StorageTek relationship.)

The cause m ap w as used  in  an attem pt to develop a fram ew ork  w hich  
w ould represent the 'actual happenings' in  the initiation, im plem entation 
and  developm ent of a strategic alliance betw een  sm all and  large firm s,
i.e., it identifies events, phases, decision processes an d  in fluen tia l 
variables w hich the firm s experience over a period  of time. The aim  in  
this exercise w as to develop an understand ing  of the events w hich have 
occurred during  the life of the strategic alliance. Before a ttem pting  any 
form  of m app ing  procedures, it w as essential to have a very  in tim ate 
know ledge of the data. This was gained th rough  the m any h undreds of 
hours spen t w ith  the various partner firm s, transcrib ing tape recording  
and  observational notes and compiling the final case history.

This analytical approach  allows a num ber of categories to em erge from  
the em pirical evidence (docum ented  in  the case history) ra th e r th an  
im posing  preconceived  theoretical categories on  the data. Fahy an d  
N arayanan (1989) have developed the notion of cause - effect understanding 
w hich refers to the "structure of causal inferences m ade by  the strategist to 
m ake sense of the strategic environm ent" (p.362). They define revealed  
causal m aps as the "interconnected assertions of causality decision m akers 
choose to  reveal to the w orld  around  them" (p.362). In a sense, the cause 
m ap presen ted  in  this study  allows such assertions to be identified  and  
evaluated. The cause m ap provides a v isual outline of various dealings 
w ith  strategic alliances over tim e and suggests a num ber of em erging  
categories. The categories are then  exam ined and  analysed in  detail to 
establish their relevance to the strategic alliance and  the key questions 
being posed  in  this study. W hen constructing the m ap, the au thor h ad  to 
m ake a key decision about from  w hich  angle to  commence. Since the 
in itial in terest in  this s tudy  came from  a curiosity  in the d is trib u tio n  
practices of sm all softw are com panies in  Ireland, it w as decided to begin  
th e  m ap  from  the fo u n d a tio n  of D ascom  - the  sm all firm  u n d e r 
inv estig a tio n , an d  to trace the re la tio n sh ip  experiences over tim e 
incorporating all influential factors.
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6.3.0 Towards Understanding a Strategic Alliance

Figure 6.1 Cause Map of Strategic Alliance Development

(For code explanations, refer to Table 3.1)
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Figure 6.1 continued
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6.3.1 Rationale for Initiation
Dascom 's p rim ary  reason for becom ing involved in  strategic alliances was 
to gain  access to assets it as a sm all com pany d id  n o t possess, i.e., 
extensive m arketing  and  d istrib u tio n  channels. It h ad  developed  a 
p roduct - NearArchive - bu t d id  no t have either the financial capacity or a 
credible rep u ta tio n  to prom ote and  sell the package extensively. The 
d irecto rs believed th a t in  forg ing  a re la tionsh ip  w ith  a com patib le 
hardw are com pany, they w ould  reach m arkets w hich w ould  otherw ise be 
inaccessib le  to them . Since the  co m p an y  w as in v o lv e d  w ith  
M emorexTelex in a consultancy capacity, it becam e the obvious choice as 
partner. Furtherm ore, it had  an  extensive m arketing  and  d istribu tion  
ne tw o rk  and  also had  h isto rical credibility . A t th is early  stage in  
Dascom 's experiences w ith  strategic alliances, its directors d id  no t foresee 
the effect of the p roduct realignm ent un d ertak en  by  M em orexTelex. 
H ow ever, in  th is stage of the analysis, it suffices to d iscuss ra tiona le  
w hich  w as, as already m entioned, to gain access to extensive m arketing 
and  d istribution netw orks, and to be associated w ith  a reputable partner.

D ascom 's principal rationale for the strategic alliance w ith  StorageTek 
w as to forge an  alliance w ith  a w ell-know n large h a rd w are  com pany 
w hich  has an established history, credibility and repu tation , and  also, an  
extensive m arketing and sales team  w hich served a large custom er base 
com prising prim arily  blue chip companies. StorageTek's s tand ing  as the 
ind u stry  leader in  autom ated tape libraries m ade it a far m ore attractive 
proposition  for Dascom than  its previous partner - MemorexTelex. Being 
associated w ith  a reputable partner like StorageTek w as very  im portan t to 
Dascom, since it operates in a m arketplace w here im age and credibility 
d irectly  affects sales p o ten tia l. A  secondary  ra tio n a le  w h ich  has 
developed over time w as to use StorageTek to partly  finance a num ber of 
research developm ent projects.

StorageTek's rationale for cooperation w ith  Dascom w as to get access to 
D ascom 's so ftw are  package , w h ich  w as one of the  f irs t m ajo r 
dev e lo p m en ts  in  au to m ated  tape lib raries since th e ir in tro d u c tio n . 
StorageTek realised that M em orexTelex had  a com petitive advantage in  
using  N earA rchive in their proposals. StorageTek recognised that they 
cou ld  use N earA rchive to ex tend  their p ro d u c t range w h ich  w o u ld  
u ltim ately  m ean  selling m ore of their core products. M ore im portan tly ,
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custom ers w ere dem an d in g  an  overall so lu tion  w h ich  inco rpo ra ted  
h ardw are  and  softw are, and  w hile StorageTek are experts in  hardw are  
research  and  developm ent and  m anufacturing , they knew  very  little 
about software and could not offer customers the required  solution. Their 
cooperation w ith  Dascom - a software com pany - w as seen as an  answ er 
to this problem . The alliance w as clearly focused on the technology 
in co rp o ra ted  in  one p roduct. S torageTek w a n te d  to get access to  
N earA rchive because it was a com plem ent to StorageTek's p roduct line, 
an d  it w as expected  th a t it w o u ld  increase the a ttrac tiv en ess  of 
StorageTek's proposals against M emorexTelex and  especially IBM - the 
historical leader in the industry . StorageTek w as determ ined  to protect 
and  enhance existing com petitive position, thereby form ing a partnership  
w ith  Dascom in  order to incorporate NearArchive into its ow n strategy.

The relationship helped Dascom to experience a faster revenue grow th  by 
gaining access to StorageTek's direct sales force. Thereby, a defensible 
com petitive position could be established fast in  an  em erging m arket. O n 
StorageTek's side, their p roduct line w ou ld  becom e m ore versatile and  
attractive to its custom ers by  gaining access to the technical sophistication 
of D ascom  and  its softw are. Thus, StorageTek's com petitive position  
could be enhanced  greatly  th ro u g h  the relationship . The focus of the 
re la tionsh ip  w as p rim arily  on  the developm ent and  m arketing  of a 
specific solution, and  less on learning the partner's capabilities.

6.3.2 Negotiations
D uring the negotiation period  (of the D ascom /StorageTek relationship), 
b o th  firm s correctly iden tified  their partners ' resources an d  po ten tia l 
contributions to the partnership . Dascom had  w hat StorageTek w anted , 
and  StorageTek had  w hat Dascom w anted. They identified  a com m on 
goal in  the fu tu re  to w o rk  to w ard s. A lth o u g h  the ra tio n a le  for 
cooperation  w as quickly established in  this w ay, the partners  d id  n o t 
spend  substan tia l tim e on  deliberating  how  to m ake the cooperation  
w ork. Thus the relationship w as fundam entally  bu ilt on  the m om entary  
convergence of their technologies. Rather than  find w ays to safeguard the 
operation of the relationship, the partners took a chance and assum ed that 
the relationship  w ould  w ork  itself out, based  on the com m on interests. 
Furtherm ore, bo th  partners v iew ed the relationship differently  - Dascom  
looked at it as a strategic alliance, m aking it a fundam ental p a rt in  the
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success of their com pany. StorageTek, on the o ther hand , v iew ed the 
re la tionsh ip  as a tactical alliance - p robably  because they w o u ld  no t 
acknow ledge any level of dependency on a th ird  p arty  i.e., Dascom.

The agreem ent w as constructed so that both  parties w ere able to protect 
their interests in the relationship. To both  sides, the agreem ent offered 
the po ten tia l to p ro fit greatly from  the relationship  an d  thus created a 
strong m otivation to m ake the alliance work. But at the same tim e, the 
partners have no t allow ed them selves to become critically dependen t on 
each o ther - StorageTek m ain tain  that they are involved  in  a 'tactical' 
alliance w hich  reduces the  stra teg ic  im portance they  p lace o n  the 
arrangem ent. Dascom has retained com plete control of its com pany and 
continuously attem pts to build  u p  its ow n nam e and  reputation.

In sum m ary , a basis of strong  shared  in terest w as estab lished  in  the 
negotiation  period  and  an agreem ent w as drafted  w hich  pro tected  the 
interests of bo th  parties. StorageTek did  not w an t a controlling interest in  
Dascom, w hich in  the short term, was very im portan t to Dascom w ho h ad  
a previous b ad  experience w ith  M emorexTelex in  this area.

6.3.3 Developm ent of the Relationship
A lthough vastly  different in  organisational cultures and  procedures, the 
p artn ers  have succeeded in  b ridg ing  the m ajority of these differences. 
There has no t been  m uch involvem ent betw een  the p artn ers  - unlike 
M emorexTelex, StorageTek has no t attem pted to inflict their culture or a 
h igh  degree of control on Dascom. O n the o ther h and , D ascom  has 
recognised the difference betw een large and small organisations and  they 
have learn t to w ork ou t any major problem s w hich  arise. This has been 
helped  b y  the fact th a t m any of the Dascom people have h ad  previous 
experience w ork ing  in  a large organ isa tion  and  they  w ere therefore 
fam iliar w ith  the culture of such an  organisation.

H ow ever, an inherent operational problem  arose early in  the relationship. 
A lth o u g h  StorageTek is a re la tive ly  young  o rgan isa tion , it w as no t 
im m une to the occurrence of the N ot-Invented-H ere syndrom e in  its 
organisation. In  the sales departm ent, StorageTek's sales people w ere not 
actively prom oting the software - they w ere using it as a talking point, b u t 
they  d id  no t adequately  u n d e rs ta n d  the p ro d u c t to be able to  sell it.
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F urtherm ore, the p roduct has no t yet been accepted in to  the StorageTek 
portfolio at corporate level in  the States. N either com panies w anted  these 
problem s to destroy the relationship as they bo th  felt it h ad  huge potential 
to be a success.

Initially, StorageTek d id  no t w an t Dascom to have m uch  direct contact 
w ith  their custom ers, because they felt it w ould  jeopardise their position  
and  they could lose an elem ent of control over the relationship  betw een 
them  and  their custom ers. H ow ever, they com prom ised  this position  
w h en  they  realised  th a t their ow n sales people w ere n o t qualified  to 
prom ote and sell the solution. Business Solutions G roup now  w orks as an 
ex tension  of the S torageTek sales team  and  they  have the ability  to  
prom ote and  explain the package to customers. Furtherm ore, StorageTek 
U.K. has undertaken  to present the package to other com pany branches. 
Dascom  quickly recognised the weaknesses in  the StorageTek sales team  
and  solved the problem  by  using its ow n people in  conjunction w ith  the 
StorageTek sales team.

6.3.4 Sources and Effects of G oodw ill and Trust
The lack of initial support at StorageTek w as a m ajor source of frustration 
for Dascom and  could have led  to a decline in  the relationsh ip  climate. 
H ow ever, since both  partners w an ted  the relationship to w ork, they w ere 
willing to invest some effort w hich translated into goodwill. The fact that 
these initial problem s could be overcom e has even increased the trust and  
goodw ill in  the relationship, and  as a result of successful culture bridging, 
the quality  of the relationship is very  good. This is evidenced in  the fact 
that Business Solutions G roup has open access to the StorageTek build ing 
in  W oking (U.K.) and  can use com pany docum ents such as prom otional 
m aterials, headed paper and  business cards.

S torageTek m ay, at som e fu tu re  date, in v est in  a m in o rity  eq u ity  
sharehold ing  in  Dascom a n d /o r  Business Solutions G roup - Paul Bush 
(M arketing Director, StorageTek) believes that this w ou ld  show  the larger 
firm 's com m itm ent and  confidence in  the smaller firm , and  thus increase 
the tru s t betw een  the com panies. H ow ever, because of Dascom 's past 
experience w ith  M emorexTelex, a m inority equity  shareholding m ay no t 
be v iew ed as a token of tru st or commitment.
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6.3.5 Unexpected Benefits
W hen the relationship  w as form ed, Dascom h ad  one p roduct, (OTAS, 
renam ed N ear Archive). H ow ever, w hen they w ere in  negotiations w ith  a 
custom er (in conjunction w ith  StorageTek), a developm ent arose w hereby 
the custom er w as looking for solution w hereby they could scan data into 
the system. W ith financial backing from StorageTek, Dascom  w as able to 
develop a new  product - N earim age - w hich is now  selling successfully in 
a num ber of m arkets.

6.3.6 Lack of Headquarter Support
W hen Dascom  w as involved  w ith  M em orexTelex, it felt th a t the N ot- 
Invented-H ere syndrom e w as the m ajor reason the p roduct w as rejected 
at corporate  h ead q u arte r  level. A t the tim e, th is p re sen ted  m ajor 
problem s because M emorexTelex had  such a sm all custom er base for 
au tom ated  tape libraries in  the U.K. Similar problem s have arisen w ith  
StorageTek, how ever, in  the short term , this is no t a m ajor issue because 
StorageTek has a very large U.K. custom er base. Yet, Dascom w ould  like 
to see m ore com m itm ent from  the com pany in  the long term.

H ow ever, S torageTek m anagem en t is re lu c tan t to give any fu rth e r 
com m itm ent, because, at the m om ent it does not see any m ajor benefit in  
doing so, b u t it has no t ru led  ou t a future possibility. Also, to incorporate 
under the auspices of headquarters w ould be a very long and  com plicated 
legal procedure and  StorageTek is not yet w illing to take this step.

6.3.7 Interest Shifts
Dascom experienced m ajor problem s w ith  MemorexTelex w hen  the latter 
refocused its sales team . Essentially, the strategic fit w hich  had  been 
established betw een the partners d isappeared  and  Dascom  realised that 
the m axim um  po ten tia l sales possible from  the p artn ersh ip  w as eight 
units. This soon led to the relationship  becom ing dysfunctional. Since 
StorageTek has a narrow er p ro d u ct range, such a p roblem  should  no t 
arise to this extreme.
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6.3.8 Dependence
A po ten tia lly  negative consequence of the stra teg ic  alliance, is th a t 
D ascom  could becom e over dependen t on  S torageTek and  therefore 
extrem ely vulnerable vis-a-vis its partner. Both partners are aw are of this 
p rob lem  and  are de term ined  to overcom e it. D ascom  and  Business 
Solutions G roup are actively looking for new  business opportun ities 
outside the realm  of the alliance. They use the partnersh ip  agreem ent to 
their m axim um  advantage and  are building up  a very attractive custom er 
base w hich is giving the com panies the future credibility they need to be 
able to surv ive on their ow n. StorageTek has alw ays restric ted  its 
involvem ent in Dascom and has not m ade any false prom ises. A lthough 
it is aw are that D ascom  ultim ately  w ou ld  like to becom e p a rt of the 
StorageTek w orldw ide group, it does not see any  real benefit in such a 
m ove at the p resen t tim e and  has m ade this clear to the directors of 
Dascom.

6.4 .0 Dascom's Relationship Development

Since its early developm ent, Dascom has been involved  in  a num ber of 
strategic p artnersh ips - a rou te  now  taken  by  num erous firm s in  the 
softw are industry  (and indeed, m any other industries). It is possible to 
categorise Dascom's developm ent into five chronological phases:

Phase 1: OTAS is developed in conjunction w ith  M emorexTelex
Phase 2: Alliance w ith  StorageTek; NearA rchive
Phase 3: Dascom sets up  U.K. office - Dascom U.K.
Phase 4: Dascom U.K. reconstitutes itself as an  independent entity -

Business Solutions G roup 
Phase 5: Considering European expansion.

(For a sum m ary, see Figure 6.2 overpage.)
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CATALYST NARRATIVE ---------------------------------------------

Figure 6.2 Chronological Phases of Dascom's Relationship Developm ent

Dascom Software 
Expertise

TIME Phase 1 Phase 2

I
M arket N eed

D ata A rchival and 
R etrieval Systems

t
M em orexTelex 
StorageTek 
ATL H ardw are 
Expertise

EVENT

POTENTIAL 
ADVANTAGE 
(to Dascom)

POTENTIAL

Develop w ith  
MemorexTelex 
(for Telecom) 
new OTAS

Better than 
existing OTAS

MemorexTelex is
DISADVANTAGE a sma11 Player in 
(to Dascom) 1116 market

Alliance with  
StorageTek; 
Near Archive 
product

StorageTek big 
player in U.K.; 
good strategic 
fit

StorageTek's
hardware
selling
orientation



Phase 3 Phase 4 Phase 5

Dascom sets 
up U.K. office

Attempt to
access end user 
more directly

U.K. office Considering
reconstitutes itself European
as an independent expansion
entity (B.S.G.)
under 'alliance
champion', John
W alshe

Further 
motivation 
to succeed

ON
CD

Desire to 
internationalise

StorageTek's 
sa les/ 
marketing 
function is 
channel/ 
gatekeeper to 
end user

Alienation  
from U.K. 
market

U.S. corporate 
control at 
StorageTek not 
supportive; 
poor inter
country 
relations



6.4.1 Phase 1: OTAS is Developed in Conjunction with MemorexTelex
Dascom  w as able to develop OTAS from  a concept w hich  arose w hen  it 
w as w ork ing  in conjunction w ith  M em orexTelex on  a p roposa l for 
Telecom Eireartn. There w as huge potential for this package as it w as a 
m ajor developm ent in  the area of ATL's, its p rim ary  advantage being the 
significant DASD savings it created. Dascom  becam e involved in  the 
alliance w ith  MemorexTelex because it d id  not have the assets to reach the 
large potential m arket. M emorexTelex w as a w ell established com pany 
w ith  extensive m arketing  and  d istribu tion  channels. A t the outset, it 
appeared  to be a perfect partner for Dascom. H ow ever, M emorexTelex 
w as a very small player in  the ATL m arket and  w hen  a strategic decision 
w as reached to defocus the com pany, ATL's becam e an  insignificant p a rt 
of its overall p ro d u c t range. Dascom d id  no t adequate ly  exam ine its 
partner's  criteria before the alliance was forged. Furtherm ore it d id  no t 
correctly determ ine the potential problem s incurred  due to differences in  
organisational cultures and  the im m ense bureaucracy su rround ing  large 
organisations. As the relationship  developed, these problem s becam e 
quite obvious. P erhaps if Dascom  h ad  spen t m ore tim e exam in ing  
M emorexTelex's credentials during  the partner selection stage, it w ou ld  
have been m ore reluctant to enter into a relationship w ith  M emorexTelex 
(and  especially  in  allow ing the com pany to have a m inority  eq u ity  
shareholding in  its company).

6.4.2 Phase 2: Alliance with StorageTek; NearArchive
As it becam e clear that the alliance w ith  MemorexTelex w as no t going to 
be successful, Dascom d id  no t com pletely reject the notion of partnersh ip  
agreem ents due to this p articu la r failure. R ather, it reassessed  the 
situation and  considered a num ber of other options. It knew  that it h ad  a 
un ique package w hich  h ad  huge po ten tia l if it could  be successfully  
b rough t to the m arketplace.

W hen StorageTek approached Dascom, strategic fit w as established m uch 
earlier in  the relationship  than  w as the case w ith  M emorexTelex (w here 
one could  correctly question  the existence of strategic fit at any time). 
StorageTek w as the obvious choice of p artn er for a num ber of reasons. 
First, it had  a narrow  product range w hich consisted prim arily  of ATL's 
w hich w as Dascom's core interest. Second, it w as (and still is) the leader 
in  this area, dom inating  approxim ately 95% of the m arket. Third, it w as
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extrem ely in te rested  in  forg ing  an  alliance w ith  D ascom  because it 
recognised the value of incorporating  N earA rchive in to  its proposals. 
Furtherm ore, StorageTek has a long history and  a very strong repu tation  
in  the com puter industry.

6.4.3 Phase 3: Dascom Sets up U.K. Office - Dascom U.K.
As the S torageT ek/D ascom  alliance developed a nu m b er of problem s 
arose. The m ain  problem  w as that StorageTek is a h ardw are  com pany 
and its salespeople w ere trying to sell a software p roduct that they d id  not 
understand . Initially, neither StorageTek nor D ascom  recognised  the 
p rob lem s in  h av in g  h a rd w a re  salespeop le  p ro m o tin g  a n d  selling  
softw are. StorageTek w as reluctan t to allow  D ascom  to have a lot of 
direct contact w ith  end users. It in  effect w anted  to act as gatekeeper in  
the relationship, w hich  m ay not have been  a p roblem  if StorageTek had  
the necessary abilities to sell software.

H ow ever, D ascom  realised  th a t if StorageTek salespeople continued  to 
prom ote its softw are, the relationship w ould  never p roduce m ore than  a 
small num ber of un it sales. StorageTek acknow ledged these w eaknesses 
and  com prom ised its position, allowing Dascom to have increased direct 
contact w ith  custom ers. As Dascom personnel w ere spending  m ore and  
m ore tim e in  the U.K., it decided  to  set u p  a U.K. office, w hose sole 
purpose w as to su p p o rt the strategic alliance. This has becom e a key 
factor in  the success of the relationship . D ascom , now  not on ly  had  
alm ost com plete direct access into custom er organisations, b u t it also had  
a very  im p o rtan t second  channel in to  S torageTek (p rev io u sly , all 
com m unication w ent via the StorageTek m arketing departm ent).

6.4.4 Phase 4: Dascom  U.K. R econstitutes Itse lf as an Independent 
Entity - Business Solutions Group
Since M arch 1994, Business Solutions G roup has been  operating  as an 
independent entity. This is an  interesting, and  unexpected developm ent 
in  the progression  of the initial D ascom  /  StorageTek alliance. Business 
Solutions G roup operates u nder a very  close w orking  relationship  w ith  
StorageTek. In  effect, an  independen t com pany has been  created on the 
strength  of w hat started  ou t as a licensing agreem ent.
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6.4.5 Phase 5: Considering European Expansion
Dascom 's long term  p lan  is to internationalise th ro u g h o u t Europe and  
eventually  in to  N o rth  Am erica. It believes th a t N earA rchive has the 
p o ten tia l to b rin g  the com pany to the d esired  in te rn a tio n a l level. 
H ow ever, its relationship w ith  StorageTek has been  a m ajor constraint to 
these plans. Initially, Dascom thought that in  the long term , StorageTek 
w o u ld  be th e  p e rfe c t veh ic le  th ro u g h  w h ic h  to  ch an n e l its  
in ternationalisation . H ow ever, it m ade a fu n d am en ta l m istake in  no t 
recognising and understand ing  the bureaucracy involved in  the channels 
of com m unica tion  in  a m u lti-n a tio n al o rg an isa tio n . It m ade  the 
assum ption  for exam ple, tha t if it developed a strong relationship  w ith  
StorageTek U.K. (w hich it has achieved), StorageTek U.K. w ou ld  then  
open channels to o ther branches of the com pany. But the in ter-country  
com m unication links w ith in  the organisation  are extrem ely w eak as all 
com m unication channels lead back to headquarters  in  the U nited  States. 
It is very  difficult for a com pany like D ascom  to  accept th is lack of 
com m unication since such a feature w ould  no t arise in  the culture of a 
small organisation.

There is huge potential for NearArchive on an in ternational basis since it 
is an  un iq u e  package and  StorageTek has a very  large in te rn a tio n a l 
custom er base. H ow ever, Dascom m ust accept that it w ill no t get access 
to these m arkets unless it can channel it th ro u g h  h eadquarters . Even 
though  the directors find it difficult to understand , they m ust accept that 
the in ter-coun try  com m unication link is so w eak  th a t it is essentially  
useless to  them  (this is illu s tra ted  in  F igure 6.3). To succeed  in  
in terna tionalising  th ro u g h  StorageTek, it is essential for D ascom  th a t 
N earA rchive is recogn ised  at co rporate  level. This m ay  infer th a t 
StorageTek U.K. w ill be forced to change its view  of the alliance and to 
view  it as strategic ra th er than  m erely  tactical. A t the p resen t tim e, 
StorageTek is re luctan t to m ake such a m ove and  there are a num ber of 
reasons for this. Firstly, StorageTek is a hardw are  com pany and  no t a 
software com pany. Historically, it has not produced  or sold softw are as a 
separate en tity  from  hardw are . Secondly, inco rpo rating  a p ro d u c t at 
h ead q u arte rs  level m eans going th ro u g h  a lo t of bu reau cracy  an d  
legalities. T h ird ly , S torageTek is n o t w illing  to m ake any  fu rth e r 
com m itm ent to Dascom  than  the p resen t agreem ent un til it is confident 
that it will yield an  adequate re tu rn  on  investm ent.
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Figure 6.3 StorageTek Inter-Country Communications Link
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6.5.0 Chapter Summary

In  this chapter, cause m app ing  w as app lied  to the descrip tive data  - 
docum ented in  the previous chapter - to analyse the stream s of decisions 
an d  b eh av io u r o ccu rring  over th ro u g h o u t the alliance in itia tio n , 
im plem entation  and  developm ent. C oding schem es w ere u tilised  to 
indicate causal and  definitional relationships am ong the linkages in  the 
causal map.

D ecisions an d  b eh av io u r d iscussed  include ra tiona le  for in itia tion ; 
negotiations; developm ent of the relationsh ip ; sources and  effects of 
goodw ill and  trust; unexpected  benefits; lack of headquarter support; 
interest shifts; dependence; and phases the com pany has gone th rough  in 
its developm ent. They w ere n o t p re-ex isting  categories, b u t ra ther, 
categories w hich em erged from the data th roughou t the analysis.
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In the final chapter the author develops a theoretical m odel, based  on the 
causal m ap  p resen ted  in  this chapter. A n explanation is offered and the 
key research objectives and propositions addressed. Based on the m odel 
d ev e lo p ed  an d  the  conclusions deriv ed , a n u m b er of m an ag eria l 
im plications are deduced. Finally, further research recom m endations are 
proposed.
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Chapter 7

CONCLUSIONS



7.1.0 Introduction

The num ber of strategic alliances betw een large, established organisations 
and  sm all, u n k n o w n  firm s is increasing  - especially  in  in d u strie s  
influenced by  rap id  technological progress such as the softw are industry. 
In theory, the com bination of a small com pany's know -how  w ith  a larger 
firm 's m arketing  and d istribu tion  system s and  capital strength , should  
lead to b o th  parties developing a strong com petitive advantage. Yet, in  
the past, m any of such partnerships have led to d isarray, disillusionm ent, 
w asted  tim e m oney and  other resources, and  even, law suits. A lthough 
m uch  has b een  w ritten  in  the lite ra tu re  abou t strateg ic  alliances, (a 
com prehensive rev iew  is p resen ted  in  C hap ter 2), few  au th o rs  have 
explored the notion of alliances betw een large, established com panies and 
sm all firm s. This s tu d y , w h ich  b eg an  from  a cu rio sity  w ith  the 
d is tr ib u tio n  strateg ies of sm all softw are com panies in  Ire lan d , has 
progressed to an  attem pt to offer a m odel w hich m ay be representative of 
the happenings betw een tw o com panies - one large and  one sm all - w hen  
they em bark in the developm ent of a partnership  agreem ent.

Since the results presented  here are based  only on a single case, they are 
no t representative, in  the trad itional sense, of the of the w hole population  
of strategic alliances. From the outset, the m ethodological approach  of the 
research  rejected the no tions of the  positiv istic  sciences w h ich  are 
p rem ised  on axiom s that assum e a single, tangible reality  consisting of 
discrete elem ents; the division of discrete elem ents into causes and  effects; 
independence betw een researcher and  phenom enon; the possibility  and  
desirability of developing statem ents of tru th  that are generalisable across 
tim e an d  context; and  the possib ility  and  desirab ility  of value-free, 
objective know ledge discovery (H un t 1983, H irschm ann 1986). Rather 
this s tu d y  w as approached from  a hum anist v iew poin t w hereby instead 
of stand ing  apart from  the system  being studied, the researcher integrates 
w ith in  it. C entral to th is ap p ro ach  is the belief th a t h u m an  beings 
construct m ultip le realities w hich are realities that can be com prehended 
only as gestalts, i.e., holistically. The researcher and  the phenom enon 
u nder s tudy  are m utually  interactive and  the researcher cannot distance 
the self from  the phenom enon nor can the phenom enon  be understood  
w ithout the personal involvem ent of the researcher.
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7.2.0 Towards a M odel

The results of this study offer some insights into the causal relationships 
d e te rm in in g  the  in itia tio n , im p le m en ta tio n  an d  d ev e lo p m en t of 
partnersh ips betw een large and  sm all firms. The m odel developed as a 
result of these observations m ay be a helpful tool in  in terp re ting  sim ilar 
strategic situations. At the very  least, the ideas p resen ted  here can be 
u tilised  as a basis for d iscussion  an d  thus co n trib u te  to a b e tte r  
understand ing  of cooperative m anagem ent.

As far as possible this research has follow ed G laser and  Strauss' (1967) 
recom m endation for the developm ent of "grounded theory", w hereby the 
researcher or analyst lets the theory emerge from the data. As opposed  to 
a ttem pting  to fit data into preconceived theoretical form ulae and  ignore 
all the factors w hich m ay no t come into any particular category, this study  
has d es ig n e d  an d  red esig n ed  a m odel firm ly  b a se d  o n  em pirica l 
observations of "real w orld" situations. Cause m ap p in g  w as used  as a 
tool to reduce the m any hundreds of pages of data collected th roughou t 
the s tu d y  and  a num ber of pa tterns becam e obvious as a resu lt of this 
exercise. These pa tte rns w ere th en  generalised  to  develop  a m odel 
representing the causal relationships betw een sm all and  large com panies 
involved in  strategic alliances (presented in  Figure 7.1 on the follow ing 
page).

7.2.1 M odel Explanation
The s ta rtin g  p o in t in  the cycle is w h en  a new  p ro d u c t or concept is 
developed (in this case by the sm all com pany, i.e, Dascom). The com pany 
has tw o  choices: develop  a m ark e t in d ep en d en tly ; o r n ego tia te  a 
p artnersh ip  agreem ent. Due to m any  factors, the sm all com pany will 
o ften  choose the la tter avenue w hereby  it seeks a p a rtn e r to aid  its 
developm ent. A fter iden tify ing  a po ten tia l p artner, negotiations take 
place and  a form al agreem ent is set in  place. From  this point, success can 
be achieved, a lthough  this is no t likely. The form al agreem ent ideally  
should  lead  to  bo th  strategic and  operational fit, again  a po in t w here 
success can be achieved. H ow ever, it is the nature of the "real world" that 
change w ill occur and  this can hap p en  on  both  a strategic and  operational 
level.
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Figure 7.1 Strategie Alliances - A M odel
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Source: : Based on Author's compilation from  Cause Map (Figure 6.1) and other case analysis

Furtherm ore, the negotiation process m ay establish strategic fit b u t m ay 
not sufficiently address im plem entation issues (operating fit). The initial 
en thusiasm  and  goodw ill in  the partnersh ip  is rap id ly  transla ted  into 
frustration , w hen  a lack of in ternal support at the larger firm  renders a 
sm ooth  opera tion  im possible. Sim ilar obstacles can also arise from  
differences in  culture and  structure betw een the organisations. This leads 
to strategic m isfit a n d /o r  operational misfit. A t this stage, bo th  partners 
need  to renegotiate  the agreem ent w hich  re-establishes strategic and 
operational fit, or either or b o th  partners m ay decide to exit and  the 
partnersh ip  is term inated. If the latter occurs, the sm all com pany m ay 
seek an alternative partner or chose to continue independently .
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M any specific areas of strategic alliances have been  stud ied  by various 
authors, such as w hy firm s should  cooperate (Contractor and  Lorange, 
1988), life cycle of agreem ents (Kogut, 1988), task  and  organisational 
complexity (Killing, 1988), partner selection (Geringer, 1991) and  trends in 
collaborative agreem ents (H ergert and Morris, 1988). H ow ever, to m ake a 
d irect com parison  of the m odel developed  in  th is s tu d y  and  p as t 
literature is difficult, because very few authors have attem pted  to develop 
such a m odel. The one exception to this, is the  w ork  u n d ertak en  by 
N iederkofler (1989). In  his m odel, he places m ore em phasis on  the 
dependence factor and  postulates that if operational m isfit occurs, and  it 
is not resolved and the sm all com pany is dependen t on  the larger firm 's 
support, strategic fit w ill then  occur. This au thor believes that strategic 
and  operational m isfit can exist in parallel w ith  each other, rather than  as 
a result of each other.

Even th o u g h  the m odel p resen ted  is tentative in  na tu re , and  there is 
certainly a need for further disconfirm atory research, m anagers m ay use it 
to shape their behaviour, actions and decision-m aking w hen  involved in  a 
strategic alliance. W hile im plications of this s tu d y  for m anagers are 
discussed later in the study, it is interesting to consider their activities at 
this stage. Initially, m anagers m ust focus on the establishm ent of both  
strategic and operational fit - w ithout both, it is unlikely that the alliance 
will be a success in the long-term. Furtherm ore, they m ust recognise that 
change will occur, and  accordingly, be able to adap t to new  situations as 
they arise. They should  also acknow ledge that the strategic alliance m ay 
not be a success, and therefore, have some type of exit strategy in  place. If 
th is s itu a tio n  occurs, they  sh o u ld  no t d isreg a rd  the p ossib ility  of 
developing an  alternative relationship.

7.3.0 Key Research Questions

This s tudy  seeks to answ er tw o basic questions w hich  are the central 
objectives of the research:

Why are cooperative agreem ents betw een large and  small
com panies initiated?
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How are such relationships initiated, im plem ented and developed 
over time?

7.3.1 Rationale for Initiation
The p rim ary  reason  cooperative agreem ents b e tw een  large and sm all 
firms are in itiated  is sim ilar to a fundam ental reason  alliances are pu t in  
place betw een sim ilar sized com panies, i.e., to gain  access to assets one 
com pany does not possess. This reason is w idely docum ented by authors 
such as Killing (1983), Contractor and Lorange (1988) and  H arrigan (1985). 
H ow ever, in  th e  case of re la tio n sh ip s  b e tw een  sm all and  large  
organisations there are very specific assets w hich  each com pany m ay be 
lacking.

Small Firm
The p rim ary  rationale for the sm all com pany becom ing involved in  a 
strategic alliance is to gain access to assets it as a sm all com pany does not 
possess. These assets are:

•Credibility w ith  customers, suppliers and  financiers 
•Extensive m arketing and distribution channels 
•Finance for additional research developm ent projects.

Dascom 's principal rationale for the strategic alliance w ith  StorageTek 
w as to forge an  alliance w ith  a w ell-know n large hard w are  com pany 
w hich has an established history, credibility and  repu tation , and  also, an 
extensive m arketing and  sales team  w hich served a large custom er base 
com prising prim arily blue chip companies.

This supports  the first proposition  w hich w as that the sm aller firm  will 
enter in to  a strategic alliance because it does no t have d irect access to 
certain  assets w hich  are m ost likely to be m arketing  an d  d istribu tion  
channels.

151



Large Firm
The large firm 's p rim ary  rationale behind the relationship  agreem ent was 
also to gain  access to assets it as a large com pany  does no t possess. 
H ow ever, the assets lacking in the large organisation are very different to 
those m issing in  smaller companies. These assets are:

•C orporate entrepreneurship 
•Com petitive advantage

E ntrepreneursh ip  is p robably  the m ost difficult asset to foster in  large 
organisations. The large firm  intends to protect an d  enhance its existing 
com petitive position  by  com plem enting its p roduct line. A lternatively, it 
m ay w ish  to establish  a new  com petitive position  in  a new  m arket by 
diversification or by  preparing  for fundam ental technological change.

In  a sense bo th  M emorexTelex's and  StorageTek's p rim ary  rationale for 
en tering into an agreem ent w ith  a sm all com pany is a com bination  of 
these tw o reasons. Dascom 's software package w hich  w as one of the first 
m ajor developm ents in  au tom ated  tape libraries since their in troduction  
d em o n stra tes  the en trep ren eu ria l sp ir it p re sen t in  so m an y  sm all 
com panies and  lacking in  alm ost all large organisations. Even m ore 
im p o rtan tly , custom ers n o w  d em an d  an  o v era ll so lu tio n  w h ich  
in co rp o ra tes  h a rd w a re  an d  so ftw are , an d  w h ile  m o st h a rd w a re  
com panies (such  as S torageTek an d  M em orexTelex) are experts  in  
hardw are research and  developm ent and  m anufacturing, they know  very 
little about softw are and  cannot offer custom ers the requ ired  solution. If 
this situa tion  w as to continue in  the long-term , h a rd w are  com panies 
w ou ld  find it difficult to sustain  com petitive advantage.

This supports the second proposition w hich states th a t the larger firm  will 
enter into a strategic alliance to gain access to technological know -how  or 
a technological advancem ent it does not possess.

7.3.2 Initiation, Implementation and D evelopm ent
The second core objective of this study  w as to determ ine how  cooperative 
relationships are initiated, im plem ented and  developed over time.
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In order to succeed, a strategic alliance m ust have a balance of strategic 
and  operating fit. D uring the negotiation period  firm s establish strategic 
fit in  correctly  id en tify in g  their p a rtn e rs ' reso u rces  an d  p o ten tia l 
contribution to the partnersh ip  and  are able to set a com m on goal in the 
fu ture to w ork tow ards. H ow ever, at this early stage, the partners m ay 
no t spend substantial tim e on  deliberating how  to m ake the cooperation 
w ork  w hich  can lead  to operational m isfit. The m odel constructed  
p resen ts  stra teg ic  and  o p era tional fit in  p ara lle l w ith  each o ther. 
H ow ever, it should  be no ted  that if either strategic or operational fit is 
achieved, this does not m ean that the other is autom atically present. It is 
m ore likely that one m ay exist w ithout the other in  the initial stages, and  
if this situation rem ains unresolved, the partnership  will not be a success.

In the M em orexTelex/D ascom  relationship bo th  strategic and  operational 
m isfit are ev idenced . Strategic m isfit arose w h en  in te rn a l changes 
occurred w ithin  M emorexTelex w hich resulted  in  the corporation placing 
decreased em phasis on  large storage system s, w hich  h ad  becom e of less 
s tra teg ic  im p o rtan ce  to  them . O p e ra tio n a l m isfit a rose  w h en  
MemorexTelex attem pted to impose its organisational culture on  Dascom. 
It is obvious that this w ould  cause problem s betw een the tw o com panies 
since the culture of large and  small organisations are so fundam entally  
d ifferent. This su p p o rts  the th ird  p ro p o sitio n  w h ich  s ta tes  th a t 
organisational culture conflicts will occur.

In  the D ascom /S torageT ek relationship  strategic fit w as very  quickly 
established as a result of the strong basis for shared  interests. H ow ever, 
this has been  w eakened  b y  the reluctance of S torageTek to v iew  the 
relationship as strategic and  its preference in  thinking of the arrangem ent 
as a tactical agreem ent. The reason for this is StorageTek does not w an t to 
be in  a situation w hereby it is dependent on  Dascom. Likewise, Dascom 
has retained com plete control of its com pany and  continuously attem pts 
to build  up  its ow n nam e and reputation.

As the relationship developed a degree of operational m isfit is evidenced. 
Even though  StorageTek is a relatively young com pany, it is affected by 
the N ot-Invented-H ere syndrom e. This led to its sales team  not actively 
p ro m o tin g  th e  D ascom  p ro d u c t. H o w ev er, th is  p ro b le m  w as 
acknow ledged by bo th  partners and operational fit w as re-established.
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N egotiations m ay establish strategic fit, b u t m ay neglect to adequately  
address operational fit. Strategic m isfit m ay arise as a result of a change 
in  either partner's  position a n d /o r  environm ent. This can be resolved 
th ro u g h  renego tia tion  and  reposition ing  of the  re la tionsh ip  or the 
relationship  m ay  be term inated  if no basis of sh ared  in terests can be 
identified. Both of these scenarios are evidenced in  the case presented in 
this study. O perational m isfit m ay be overcom e by  m anagers w illing to 
w ork  to g e th er as a team . U nreso lved  o p era tio n a l m isfit is also 
detrim ental to the success of a partnership.

G oodw ill an d  tru s t  increase over tim e on  th e  basis  of perso n a l 
relationships fostered  betw een  the m ajor p layers in  the p artnersh ip , 
th rough intensive com m unication, and  successfully overcom ing problem s 
as they arise. G oodw ill and  trust decrease over tim e w hen  cultural and  
s tru c tu ra l d ifferences rem ain  u n b rid g ed . This su p p o rts  the  final 
proposition w hich states that trust and  goodw ill are achievable over time 
through developing a good w orking relationship betw een partners.

7.4.0 Implications for Managers

Based on  the developm ent of the m odel, and  the conclusions derived  
from  the  ana lysis , a n u m b er of m an ag eria l im p lica tio n s  for the 
im plem entation of a strategic partnersh ip  agreem ent can be deduced. It 
m ust be reiterated that these deductions and conclusions, based in  a sense 
on a sam ple of one, are no t am enable to norm al statistical inference. 
H ow ever, these insights provide em pirical evidence of how  cooperative 
relationships are initiated, im plem ented and  developed over time.

7.4.1 Negotiation Process
Since the cooperative agreem ent depends on  the contributions of both  
partners, only relationships that benefit bo th  parties w ill w ork. Each 
partner m ust bring  som ething to the agreem ent th a t will benefit the other 
partner. If this is no t the case, and  the relationsh ip  only  benefits one 
p a rty , the  o th er p a r tn e r  w ill n o t be w illin g  to m ake ad eq u a te  
contributions to the partnership.
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If the negotiation process is a success and  creates a firm  understand ing  of 
each partner's position and  interest, the relationship can be built on a solid 
foundation  of sh ared  interests. This is achievable th ro u g h  an  open 
discussion of interests and the avoidance of h id d en  agenda. This type of 
clear com m unication  also increase the level of goodw ill experienced 
betw een organisations.

It is essential that each partner recognises the danger of becom ing over 
dependent on the other w hich m ay render and  alliance dysfunctional. N o 
m atter how  good the term s and com m unications are at the beginning of a 
re la tionsh ip , p artn ers  firm s m u st not lose sigh t of the fact th a t the 
partnership  m ay not w ork out. For this reason it is vital to have clear exit 
strategies in  place.

7.4.2 Culture and Structure
W here there exists a relationship betw een sm all and  large organisations, 
there also exist structural and  cultural differences. The effects of such 
differences can be reduced by lim iting the interaction betw een partners to 
the m inim um  necessary to achieve the goal of the cooperative agreem ent 
(w ithout inh ib iting  the com m unication level essential for success). To 
m inim ise the effect of s tru c tu ra l an d  cu ltu ra l p rob lem s, the  large 
organisation should  assign one key person  to m anage the relationship. In  
doing so, this person  can coordinate activities concerning the alliance, and 
reduce the bureaucracy norm ally associated w ith  large organisations. In 
re tu rn , the sm all com pany m ust acknow ledge the needs of the large 
organisation and  p resen t m em os, accounts etc., as far as possible, in  the 
form at required  by  the large firm.

The im portance of how  the larger o rgan isation  links w ith  the sm aller, 
w hether th ro u g h  assigning one key ind iv idual to m anage relations or 
th rough  some o ther w ell-conceived contact m echanism , shou ld  n o t be 
underestim ated. In  w orking w ith  the StorageTek UK subsidiary, Dascom  
established a local w orking  relationship  w ith  StorageTek w hich, in  the 
short-term , p ro v id ed  an  adequate  ou tle t for the sm aller com pany. Its 
m edium - to long-term  strategic options w ere lim ited by  the strong central 
control cu lture of the  larger com pany an d  the consequent absence of 
direct inter-subsidiary links. In  the absence of a relationship w ith  a senior
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sponsor in  the US paren t com pany, Dascom was inevitably peripheralised 
to an extent.

7.4.3 F lexibility
The success of an alliance is largely determ ined by  the ability of partners 
to react to change - both strategic and  operational change. One of the few 
things that is certain in  a relationship agreem ent is the change will occur 
and can lead to strategic a n d /o r  operational misfit. Each partner m ust be 
willing to reexam ine its role in  the partnersh ip  and  be capable of inducing 
the necessary changes. In  parallel to this, firm s m uch  acknow ledge each 
others' lim itations in  this area, especially in  the large organisation w here 
bureaucracy can severely h inder change and  flexibility.

The m odel stipulates that a form al agreem ent be in  place. H ow ever, the 
degree of form ality is debatable. A tight legal agreem ent w ill have tw o 
effects on  the partners. First, it is certain  to reduce the flexibility of the 
partnership  and  second, it is likely to increase transaction costs. The case 
p resen ted  in  this s tu d y  reflects the inappropria teness  of a rig id  legal 
agreem ent betw een  tw o partners, w here one is a large organisation, and  
the other is a small firm. While it is im portan t to have a legal docum ent to 
p ro tect b o th  p artn ers , it shou ld  no t becom e the central focus of the 
alliance. Instead, partners should  concentrate on  cultivating good faith  
betw een com panies, and  in  doing so, will increase the chance of success 
and reduce legal and  thus, transactionary costs.

The notion  of flexibility is supported  by research undertaken  by K night 
(1991). He agrees that agreem ents need  to be flexible and  even "loose", 
allowing each partner the capacity to m ake adjustm ents and  a relatively 
easy exit th rough  an  escape clause if the relationship does no t proceed to 
each partners expectations. Lorange and  Probst (1987) further argue that 
the reason  for m any jo in t ven tu re  failures is th a t they have no t been  
designed w ith  sufficient adaptive properties to cope w ith  the em erging 
environm ental turbulence, i.e., they lack flexibility.
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7.5.0 Propositions

This s tudy  has substantiated  the four proposition  developed earlier. To 
reiterate, these are:

1. The sm all firm  will enter into a strategic alliance because it does no t 
have direct access to certain assets w hich are m ost likely to be m arketing 
and d istribution channels.
2. The large firm  w ill enter into a strategic alliance to gain  access to 
technological know -how  or a technological advancem ent it does no t 
possess.
3. O rganisational culture conflicts will occur.
4. T rust and  goodw ill are achievable over tim e th ro u g h  developing  a 
good w orking  relationship betw een partners.

H ow ever, a num ber of other propositions have arisen in  com prehending 
the case m aterial w hich render further study:

5. Partnership  selection does not w arran t the am ount of a tten tion  it has 
received in  the past in  the literature. M any authors (e.g., H arrigan , 1985, 
1988, G eringer, 1991, Bleeke and Ernest, 1991), place m uch em phasis on 
the partner search stage in the form ation of a strategic alliance. O bviously 
identifying the correct partner is a critical factor in  a successful alliance. 
But one m u st question  the extent of the search, and  postu la te  th a t the 
p artn er choice m ay  be obvious - p e rhaps even before either firm  has 
decided to develop a strategic relationship , especially in  the case of the 
small firm. In the w ords of one of the players in  the case study, "it quickly 
becomes obvious w ho you can best do business with".

6. Each partner firm  m ust articulate a very clear indication of the benefits 
its com pany can give to the other in  form ing a partnersh ip  agreem ent. 
The prim ary m otivation for a firm  form ing an  alliance is to gain access an 
asset it d id  not previously possess, and  unless, a firm  believes it is gaining 
som ething from  the alliance, it will no t w ish to continue the relationship.

7. Large o rg an isa tio n s  are  v ery  u n lik e ly  to  ack n o w led g e  th e ir 
dep en d en ce  o n  a sm aller o rg an isa tio n  an d  w o u ld  ra th e r  v iew  a 
relationship as tactical as opposed to strategic. This is an issue w hich has
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received  very  little  a tten tion  in  the lite ra tu re  and  w arran ts  fu rth er 
research.

A related po in t here is the need  to consider carefully the contact points 
and m echanism s betw een the larger and sm aller firm. This is particularly  
relevant w hen  the sm aller firm  is dealing w ith  a d ivision or subsidiary  of 
the larger firm  w hich m ay have diverse and  transnational operations.

8. Credibility and  access to a huge custom er base is a core reason a small 
firms w ould  w ish to foster a relationship w ith  a large organisation. Small 
firms have alw ays experienced difficulties in developing  new  m arkets, 
especially w hen  dealing w ith  large corporations. N iederkofler (1989) has 
also found  credibility to be a key issue for the sm all firm  in  a strategic 
alliance w ith  a large organisation. H ow ever, w hile m any other authors 
explore the concept of the sm all firm  gaining access to the large firm 's 
d is tr ib u tio n  channel, they do  n o t develop  the n o tio n  of increased  
credibility.

7.6.0 Further Research

This s tu d y  is a usefu l beginning  in  u n d ers tan d in g  strategic alliances 
betw een  large and  sm all organisations. The constructs and  dynam ics 
involved in  cooperative relationships are so diverse that they could  not 
possibly be understood  in  a single study. Indeed this particular study  has 
probably p roduced  m ore questions than  prov ided  answ ers. But it does 
provide a starting  po in t for developing a solid theoretical understand ing  
of strategic alliances betw een  large and sm all firms. Each of the eight 
propositions are an indiv idual basis for continued theoretical discussion. 
The notion  of "event contextuality" coined by the au thor (in C hap ter 4) 
m erits further investigation and  exam ination.

H ow  this research progresses from  this po in t depends on beliefs of the 
individual researcher. Some m ay treat this study  purely  as an  exploratory 
one, and  w o u ld  w ish  to take the p ropositions and  develop  hypotheses 
w hich w o u ld  be th en  subjected to rigo rous statistical testing, creating 
"hard" data. H ow ever, this avenue m ay have its lim itations. Instead, a 

m u ltip le  case s tu d y  ap p ro ach  u n d e rta k in g  cross-case an aly sis  is
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suggested. This is based on the prem ise that m anagers construct m ultiple 
realities w hich  are realities that can be com prehended only as gestalts. 
There are num erous events in  the im plem entation  of strategic alliances 
that w arran t further research of the nature. For exam ple, exactly how  do 
m anagers sp an  cu ltu ra l boundaries? W hat differences exist in  o ther 
industries? Each of the propositions could be exam ined and  thus, further 
refine the theoretical m odel developed in this study.

One of the m ost exciting aspects of this study  - at least in  the eyes of the 
author - is the rejection of trad itional m arketing research m ethodology - 
the desire to a tta in  "hard" data, m easure, quantify and  test variables in  a 
true  positivistic sense. Instead, it is hoped  that this s tudy  displays the 
m erits of the researcher assum ing a hum anistic stance and  im m ersing the 
self into the phenom enon under investigation and  allow ing the data to 
speak  for itself and  for theory  to em erge from  the d a ta  ra th e r than  
app ly ing  pre-existing theory  to the data. There is po ten tia l for every 
aspect of m anagerial activity to be exam ined holistically.
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APPENDICES



Copy of in troductory  letter sent to com panies at the early  stage of the 
study.

Appendix A

D e a r ,

I am  a g raduate undertak ing  an MBS by full-tim e research  on  the 
softw are industry  in Ireland. M y particular focus is in  the 
exam ination of strategic alliances and  partnersh ips in  the industry .

At a recent m eeting w ith  Barry M urphy and John Dixon of the 
N ational Software Directorate, your com pany w as suggested  as a 
potential partic ipant in my study. Thus I am  w ondering  if it w ou ld  be 
possible to m eet briefly w ith  you to discuss the possibility of such 
partic ipation.

I fully appreciate the m any dem ands on your tim e, b u t I w ou ld  hope 
that m odest benefits m ight accrue to your firm  and  the softw are 
industry  in  general from  m y study. I p lan  to investigate w hy 
cooperative relationships are initiated, how these relationships are 
im plem ented  and how  they develop over time.

I w ill contact you by phone in a week's tim e to discuss the m atter 
fu rth er.

Yours sincerely,

Em m a D onnellan .
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Mentec International Ltd.,
D un Laoghaire Ind. Est.,
Pottery Road,
D un Laoghaire,
Co. Dublin.

Expert Edge C om puter Systems Ltd.,
Equity House,
85 Pem broke House,

Ballsbridge,
D ublin 4.

Iona Software Ltd., U nit 6,
IDA Enterprise Centre,
East W all Road,
D ublin 3

Precision Software Ltd.,
103 Lower Baggot St.,
D ublin 2.

ESBI Com puting Ltd.,
Stephen Court,
18/21 St. Stephens Green,
D ublin 2.

Im plem entors International Ltd.,
U nit 10
L eopardstow n Office Park,
Sandyford 
D ublin 18.

Dascom Services Ltd.,
W eir View House,
6 The Mall,
Lucan 
Co. Dublin.

Sybex C om puting Ltd.,
Leopardstow n Office Park,
D ublin 18.

Softco Ireland Ltd.,
40 N orthum berland  Ave.,
D un Laoghaire,

A ppendix B

Inventory of Potential Companies for Case Study.
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C o .  D u b l i n .

Insight Software Export Ltd.,
83 Lower Leeson Street,
D ublin 2.
International Financial Systems Ltd., 
39 Dame St.,

C redo G roup Ltd.,
Russell House,
Russell G roup,
St. Stephens Green,
D ublin 2.

Key Financial Services Ltd., 
Dame St.
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