Strategic Alliances: Keys to Successful Partnering

One of the changes brought about by the "New Economy" during the past 10 years has been the proliferation of strategic business alliances. Strategic alliances are a way for companies with complementary strengths to enter a given market more effectively and efficiently than either alliance partner could manage alone. Strategic alliances allow companies to minimize risks relating to their technological, market, or competitive environments.

These alliances take a number of forms and go by various labels. Alliances may be contracts, limited partnerships, general partnerships, or corporate joint ventures, or may take less formal forms, such as a referral network. The terms alliance, joint venture, partnership, or constellation may be used to describe various relationships between one or more companies. For purposes of this article, we will use the term "strategic alliance" to encompass all such relationships. Regardless of the legal form, alliances govern the ongoing, often open-ended relationship between the partnering companies that remain separately owned. The strength, as well as the potential weakness of such arrangements, lies in their flexibility and the partial commitments of the alliance members.

	Strategic alliances are in essence marriages of unrelated parties. As with all marriages, if not managed carefully, they may unravel to the detriment of all parties involved. From our experience serving strategic alliances in a number of different industries, we believe there are four keys to successful strategic alliances: proper strategy, aligned structure, clear governance rules, and effective monitoring by all parties involved.
	


Proper Strategy

Too often, alliances are formed without sufficient thought being given to the strategic purpose for the alliance. The thought process is often no more than: "We have a great product. They have a great distribution channel. We should partner-up." Or, "Everyone else in our industry seems to be forming strategic alliances. We’d better find a partner of our own." Or even, "Old Bubba is a great guy. We should find a way to work with his company." The formation of alliances becomes an end in itself, rather than a means to achieve a strategic goal. Little thought is given to the underlying strategic foundation for an alliance.

As with all strategic planning, the decision to form a strategic alliance should be the result of a formal assessment process. You evaluate your external business environment, your internal capabilities, and your desired goals. In other words: what does the market want, what can we deliver, and how do we align the two? If the market wants something that you cannot currently deliver, you must decide whether to "build or buy." Only if it is cheaper or faster than you can achieve on a stand-alone basis, should you seek a strategic alliance.

A final word on strategy. A strategic alliance may be the correct solution for your current strategy. However, strategies change. Companies should continually evaluate their strategic goals and the tools they employ to achieve those goals. A strategic alliance that makes sense today may not make sense five years from now.

Aligned Structure

Most articles focus on the structural elements of alliances and often include a "top-ten" list of critical success factors, all related to the legal structure of an alliance or the terms of alliance operating agreements. Before we get to our own list of suggestions, we want to first make it very clear that every situation is unique. Companies must tailor their alliance structure to their business strategy. The goals of a technology-based joint venture are likely to be very different from those of a supply-chain alliance or a research partnership.

Strategy should drive the choice of legal structure as well as the choice of alliance partners.
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