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Nowadays, it is quite usual to read about strategic alliances in Taiwan or elsewhere, although businessmen differ on what they are. Some say they are the same as JVs, others say that their OEM or outsourcing contracts are strategic alliances. Some businessmen choose to stay away from strategic alliances because they believe they require surrendering control and partnering with someone they don’t know well. In fact, all of the above are partially correct. However, in a growing number of situations strategic alliances, in particular those alliances between firms from different countries (i.e., cross-border), are becoming requirements for success. In fact, many multinationals now find that as much as 360% or more of their revenues come from strategic alliances and that they yield significantly higher ROIs than other investments. Consequently, many companies have set up corporate Strategic Alliance departments to evaluate and conduct SAs.


What do we mean by cross-border strategic alliances (CBSA)?


In order to develop guidelines for success with these business arrangements, we must start with a sharper definition of what they are. We refer to CBSAs as relationships linking two or more organizations (from two or more countries) for the purpose of creating and capturing value through mutually beneficial sharing of technologies, skills, produces, markets, or other assets/capabilities. They may create greater value through new lines of business, markets, know-how/capabilities, structural changes, competitive positioning, etc.

To be a true strategic alliance, the partners must: remain independent subsequent to the formation of the alliance; share the benefits as well as the control over performance of assigned tasks; and make ongoing contributions in one or more strategic areas. 

Another important precondition for a CBSA is that the partners must have clear value-creating goals for forming the alliance and explicit strategic intents for achieving these goals. Neither the goals nor the strategies of the partners need be the same; however, they must be compatible. Thus, one partner may have the goal of developing a new technology application for the China market and the other partner may be seeking to exit the OEM business and develop his own brand and channels of distribution. Individually, these partners have different but compatible goals; together they pursue a joint strategy for achieving win-win results.

In terms of relationships, CBSAs are more than “arm’s length” contracts or transactions, but are short of mergers and acquisitions (M&A). They can take a variety of forms, ranging from a memorandum agreeing to cooperate to an autonomous JV. In fact, most strategic alliances are joint ventures- however, not all joint ventures are strategic alliances. The alliance can be among competitors, suppliers, customers, complementors (e.g., hardware and software manufacturers), and companies in totally unrelated industries. They can involve equity contributions, non-equity contributions, or, a combination of both.


Success of an alliance is not measured in terms of longevity but in terms of whether or not the objectives were achieved. The median life of SAs is around 7 years. At some point, the partners either: (i) agree they have achieved their objectives and move on to other goals, possibly together, or (ii) go their separate ways; (iii) agree on a M&A; or (iv) end the alliance without having achieved their goals. In any case, a strategic alliance is not meant to be permanent.


Why have CBSAs become so important and so difficult?


As world markets have become more integrated, distances shortened, technology more complex, consumer demands more stringent, and time more important, CBSAs have been seen as the best (and in some cases, only) way to facilitate an organization’s strategic thrusts. Once a firm has identified its goal and strategy, it can identify the missing elements, for example; certain technology; particular competencies or resources; networks of related or complementary activities (e.g., services, internet channels, logistics); valuable information or insights; markets, reputation, contacts, approvals, etc. 


To obtain these missing elements a firm has several options—it can: develop them by itself; acquire them, or “borrow” them through an alliance. We use the term “borrow” because in most cases the firm will not own what the partner contributes, it will be temporarily theirs (although some missing elements can be permanently transferred through “learning”.) Needless to say, evaluation whether to develop, acquire or “borrow” (through an alliance) is not simple. It requires consideration of many intangibles, such as the values to assign to critical relationships or to tacit skills learned from a partner.


What are the ingredients for maximizing value and avoiding failure in CBSA?

From the many examples of CBSAs we can identify key success factors (KSF) that give greater assurance for achieving value from collaborating. As a minimum, they include:


*Have well thought-out and well-defined strategic goal(s) for creating and capturing value


*Identify what you are seeking, through collaboration, that will enable you to achieve your goals


*Select the right partner- compatible goals, compatible “culture”, complementary capabilities, due diligence

*Have realistic expectations for achievements, scope, timing, capabilities, etc.


*Agree on a realistic and effective management agenda, covering: each partner’s expected contributions and rewards; scope, tasks and timing; measurements of success; how to resolve conflicts; and exit strategy


*Be prepared to learn from each other


*Be prepared to make adjustments to the agenda as the alliance progresses


*Be open minded, flexible and have commitment on all levels (look for the same in the partners)


*Be prepared to manage multiple alliances simultaneously

Pursuing these KSF is not simple and a firm that is not prepared to do so should not attempt to enter into a CBSA.


On the other hand, there are significant untapped opportunities for Taiwan firms to form successful alliances, especially with medium- and small-sized businesses in the US and Western Europe, and particularly in high-tech industries. These opportunities can yield win-win results.

