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Surely, your firm has a strategic alliance. It probably has several. But do you really have a coherent "alliance strategy"? The two terms are not the same, and the difference is more than semantic. An alliance without a coherent strategy behind it is doomed to fail.

In 1988, Mitsubishi and Daimler-Benz launched their strategic alliance with much fanfare. The capabilities of these giants seemed well-matched and global competition drove them into each other's arms. The leaders of the companies signed a deal in principle to collaborate in various areas. But no concrete projects were launched then, and no major ones were forthcoming later. The alliance was stillborn. It has faded away quietly.

IBM and Apple launched another much-touted strategic alliance in 1990. A multi-part agreement outlined areas of collaboration, including investments in joint ventures and collaborative labs. Together, they would take on Intel and Microsoft. It didn't happen. Eight years later, this strategic alliance, too, is fading away, though not so quietly.

There are many other examples. Alliances formed at high levels and often blessed with the designation "strategic" or "corporate" often fail to deliver real benefits to the partners. Analysts and managers will argue eternally over what caused each link-up to fail. Some will blame egos and clashing cultures, others will cite business conflicts and ruthless competition. Yet these cases of unfulfilled promise often share one syndrome: Amid the hoopla, the creation of the big alliance came to be seen as an end in itself rather than a means toward a broader strategic goal. The failure of these deals teaches one clear lesson: It's the strategy behind the deal that matters, not the deal itself.

Companies that have heeded this lesson have been more successful in their alliances than those that have ignored it. Sun Microsystems has leveraged its core capabilities impressively through a multitude of alliances. Some of its alliances have survived long, others have been short-lived; some were narrowly focused, and a few were broader. Sun's partners are big and powerful, including Fujitsu, Toshiba, Oracle, and IBM. But none of these partners or individual alliances accounts for Sun's success. Rather, the way in which Sun has used its alliances has allowed it to get the most out of this strategy.

The story of Corning Glass in fiber optics is no different. The company's deals were important and well managed, but its overall strategy was key. Corning used a portfolio of alliances to test the market and develop related aspects of the technology, all the while continuing to invest in its own core capabilities. The same can be said of Fujitsu in large computers and Microsoft and Intel in microcomputers.

Intel's first generation of X86 microprocessors were licensed to several allies; later generations were licensed to progressively fewer firms. Today, Intel is the sole producer of its high-end chips. Intel's X86 alliances in and of themselves were tools-steps on the ladder, so to speak; the real goal was creating and dominating the microprocessor standard.
 

The Elements of an Alliance Strategy

As these examples suggest, a coherent alliance strategy has four elements:

· An underlying business strategy that shapes the logic and design of individual alliances. 

· A dynamic view that guides the management and evolution of each alliance. 

· A portfolio approach that enables coordination among alliances and enhances flexibility. 

· An internal infrastructure that supports and strives to maximize the value of external collaboration. 

Taken together, these elements determine whether a firm is successful in using alliances. As a general matter, alliances themselves are neither good nor bad for a firmit all depends on how they are used. At the right time and when managed well, they can create tremendous value; at the wrong time and when managed poorly, they can be costly distractions.
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