Four steps to making strategic alliances work

All too often companies form alliances that offer great promise but fail to deliver results both parties anticipated. Instead, companies become mired in strategic gridlock: persistent organizational problems that grind progress to a halt. Consider the following scenario:
A distribution company (DC) created a strategic alliance with a manufacturing company (MC) to develop a new service offering. Both partners considered the potential for success extremely high, since each was considered a market leader in its respective industry. The management teams of both organizations conducted the necessary due diligence and secured contracts from each other. Everything was in place — until the kickoff meeting.
While the alliance objectives seemed clear, the participants couldn’t agree on how they would work together. MC representatives, working under highly structured project management guidelines, immediately assembled detailed steps, a timeline and measurements for success. DC representatives, accustomed to frequently changing directions, resisted MC’s approach to managing workflow and insisted on using a more fluid scheduling system.
The MC approach won; but the established steps, timeframes and measurements soon became irrelevant. DC and MC repeatedly missed milestones and dropped goals. Within six months, changing priorities at both DC and MC made it difficult for alliance team representatives to devote the necessary time and resources to project development efforts. The alliance succumbed to strategic gridlock, with each partner accusing the other of being a poor fit.
Though such cases are common, executives still form strategic alliances to advance business strategies and meet shareholder expectations. Businesses use alliances to launch new products and services, improve technology and expand market reach. These relationships provide access to critical knowledge and capabilities, increase production capacity, reduce costs and accelerate growth without the financing requirements and managerial overlap created by mergers and acquisitions.
However, creating a productive strategic alliance requires more than identifying a clear objective, conducting due diligence, securing a contract and establishing an operating process. Executives must recognize and address strategic and organizational challenges that come at four distinct stages of the alliance-building process. The following steps can prevent problems from occurring in many types of alliances, whether structured loosely or as highly committed joint ventures.
Develop your company’s alliance strategy as a foundation
The ease of entering and exiting alliances increases the risk of seizing an opportunity before knowing if it’s right for the company. Sometimes alliances occur when a relationship evolves from convenience or familiarity rather than strategic purpose. When executives do not define an alliance strategy, the resulting conflicts and misunderstandings waste time and resources, diminish productivity and negate opportunities.
Look inward at your organization before selecting alliance partners. Base your alliance strategy upon the organization’s larger vision, mission and strategy. Look at your own company’s unique circumstances, competencies and capabilities to determine whether an alliance makes more sense than increasing your infrastructure, merging or outsourcing. This is the time to understand how such an arrangement might impact stakeholder groups such as employees, suppliers and customers. Then, negotiate their buy-in to the initiative.
Locating a business culture’s supporting strengths and debilitating weaknesses is also important. Values, beliefs and practices stated in a company’s official documents and speeches are often not reflected in actual behavior. For example, if a company’s formal culture promotes empowering employees to make decisions, but the informal culture reinforces the need for multiple levels of management approval to change procedures, employees may find it difficult getting things done in an alliance. Keep in mind that as more companies form global strategic alliances, they need to understand their organization’s level of global awareness so they are prepared to bridge cultural differences.
By identifying challenges in advance, and charting strategic objectives, executives can more accurately determine a starting point for building alliances. They can create steps, communication plans and checkpoints that will close gaps in readiness and increase the likelihood of choosing an appropriate partner.
Create an alliance strategy before finalizing agreements
Alliance partners are equal in power, yet each company is an independent entity with objectives and guidelines. To be successful, partners must consider “what’s in it for them?” as well as “what’s in it for me?” The larger the commitment, the more important it is for executives of each company to evaluate the alliance strategy of its intended partner as well as its own. This includes understanding the other company’s vision, mission and strategy, as well as its overall strengths, weaknesses and corporate culture.

PARTIAL DOCUMENT – THE REMAINDER IS VIEWABLE BY THE MEMBERS ONLY









PAGE  
2

