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Alliance Strategy

Develop “alliance strategies,”
not “strategic alliances™” . . .

1. Let business strategy drive the alliance logic
. Design the alliance to fit the strategy
. Grow relationships, don’t just “do deals”
. Use constellations of alliances, not stand-alones

. Organize internally to cooperate externally

Alliance Strategy

The Arc of Alliance Strategy

Goals, partner Relationship
selection, i management,

structure U e WAL alliance evolution
Design Management

Alliance Alliance
Constellation | Capability

Design and Internal
management of organization,
alliance knowledge
portfolio management \

ORGANIZATIO
Industry and company context

Source: Mastering Alliance Strategy: A Comprehensive Guide to
Design, Management, and Organization, by James Bamford,
Benjamin Gomes-Casseres, Michael Robinson (Jossey-Bass, 2003).
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Alliance Definition

Types of Inter-Firm Relationships

Self-reliance;
acquisitions

i Integration

production
) Equity
Co-marketing joint ventures

Preferred
suppliers
Market Exchange .
g Joint R&D Minority

Competitive investments
suppliers

DURATION OF COMMITMENT

One-off
arm’s length
purchase

EXTENT OF JOINT DECISION MAKING

Alliance Definition

Self-reliance;

Long acquisitions

Joint
production

. Equity
Co-marketing joint ventures

Preferred
suppliers

Joint R&D Minority
Competitive investments
suppliers

DURATION OF COMMITMENT

One-off
arm'’s length
Short purchase

EXTENT OF JOINT DECISION MAKING
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Alliance Definition

The Soul of an Alliance

length < >

contract Alliance

. Creates value by combining capabilities
. of separate firms
. which share control

. in an open-ended (“incomplete”) agreement.

Alliance Definition

Incomplete Contracts: Typical “Open ends”
Unforeseen changes in technology or markets
Unforeseen evolution of brand image
Uncertainty in what the joint project will require
Difficulty in measuring inputs or outputs
Difficulty in enforcing project commitments
Difficulty in protecting against “hold-up”

Dependencies with concurrent projects
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Alliance Definition

Alliance = a way to manage “incompleteness™

Incomplete contract

Unforeseen Unforeseen
External Events ~ 7 _ Internal Events

New decisions

Relational
contract

Alliance Definition

Fundamental Phases of Every Alliance

Alliance Alliance
Design Management
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Alliance Strategy

Goals, partner Relationship

selection, ) . management,
structure Alliance bl alliance evolution
Design Managemen

Alliance Design
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Alliance Management

The Alliance Life Cycle

ClpelElE Restructure

Invest

Negotiate

Plan
.-

Alliance Alliance
Constellation Capability.
Design and Internal
management of organization,
alliance knowledge
portfolio management

ORGANIZATIO
Industry and company context
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Alliance Constellation

A Single Alliance

Alliance Constellation

An Alliance Constellation

2> W
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Alliance Constellation

A single, ideal partner seldom exists

Complexity demands multiple capabilities

Select position among and within groups
Group design may create joint value (or destroy it)

Positions within group determines value captured

Alliance Strategy: Conclusion

Mastering Alliance Strategy

Determine how alliances fit in your strategy
Collect and analyze your own experience
Develop and introduce alliance tools

Coordinate your alliance activities

Find and internalize “best thinking”
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