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If you  have a choice, don ' t  do them • • • Strategic all iances take 
an inordinate  a m o u n t  of managemen t  time, energy, and atten- 
tion. It w o u l d  be best  to look for other  ways  to do business .  I 
really mean  it. 

This statement was made during an interview with a 
recently retired senior executive from a firm whose 
success is based partly on its ability to form and sus- 
tain joint ventures and other forms of strategic 
alliances. Given these reservations about strategic 
alliances, why persist with them? Simply, despite the 
difficulties, the firm has no choice. Its skill lies in 
basic research and technology-- i t  produces com- 
ponents  and materials found up-stream in the value 
chain and depends on alliances to leverage its ability 
to gain market access in a t imely manner.  The tension 
evidenced by the quote is not unique to this firm and 
was consistently ment ioned in each of our interviews 
with senior managers. Managers prefer to manage 
what  they own; alliances require that one firm takes 
into considerat ion the needs and requirements of ano- 
ther firm in plotting its own (and its partner's) busi- 
ness future. The complexi ty  of and frustration in 
managing these relationships was discussed by one 
manager who remarked: 

I th ink  this could be a terrific alliance if we did wha t  we said 
we w o u l d  do - - • Everybody has to recognize that we 've  got to 
change our  organization;  its the way  of dealing wi th  the other  
partner;  its a way  of thinking.  

A recent study by Booz Allen and Hamilton 1 suggests 
that the number  of alliances in the US is surging--  
more than 20,000 new alliances were formed between 
1987 and 1992. Nearly 6% of the revenue generated 
by the 100 top US firms now comes from alliances, a 
four-fold increase since 1987. Although Europe and 
Asia have far more experience with alliances, this 
almost meteoric growth is mirrored internationally as 
well. 2 The reasons for this growth are many and stem 

from the need to reduce market complexi ty/  
uncertainty,  to gain market access, to speed up access 
to market, to engage in pre-emptive strategies and to 
gain access to emerging technology. 3 There is not a 
sector of the economy that has been shielded from the 
explosive growth of strategic alliances. 

Yet, let the potential alliance partner beware--a l l  
is not as it seems. It is true that one can leverage 
resources, jump-start technology and facilitate market 
development.  It is also true that one can learn a great 
deal from one's partner in a shorter time than it would  
have taken to develop that particular skill set or tacit 
technology internally. The espoused gains are many 
and well documented.  The data, however,  paint a 
different and more somber picture; results suggest 
that upwards of 60% of all alliances fail. 4 In this paper 
we will report  the results of a recent study in which 
we examined,  in great depth, a number  of alliances. 
Our goal was to unders tand at both a strategic and 
interpersonal level those factors which contribute to 
alliance success. Our research was guided by the fol- 
lowing questions: 
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[3 Are there distinguishable stages to the evolution 
and development  of a strategic alliance? What are 
the characteristics of an alliance at each stage of 
its life cycle? 

[3 Are there unique managerial skills which appear 
to contribute to alliance success at each stage in 
the life cycle? In addition, are there enduring 
managerial skills which  are critical to the alliance 
over its life? 

T he  S t u d y  

This first phase of our s tudy entailed in-depth inter- 
views with managers on both sides of five strategic 
alliances. These alliances characterized a spectrum of 
strategic activities ranging from offensive alliances to 
defensive alliances and to alliances in tended to 
reduce costs. Interviews lasted from 90minutes  to 
2 hours in length and included senior managers from 
each firm. In total we interviewed 31 managers in 12 
companies.  In instances where the alliance resulted 
in a joint venture,  we interviewed managers from both 
'parent  firms' as well as managers from the joint 
venture.  Interview participants were chosen because 
of their direct (either present or past) involvement  in 
the alliance. Throughout  the interview process, our 
goal was to elicit the chronology of events deemed 
critical by the individuals  in the alliance. As man- 
agers traced their alliances over time we asked them 
to focus on key events which  they felt were pivotal in 
the development  of the alliance. 

Alliances were chosen at different stages in their 
development .  Our youngest  alliance was 3 years old 
and our oldest alliance was in its 24th year. One 
alliance consisted of two US partners; in another 
alliance both partners were European; and the 
remaining alliances comprised a European and a US 
partner. Two alliances had formed separate joint ven- 
tures, one was an outsourcing partnership and the 
other two were formal cooperative relationships in 
which  partners shared both technology and marketing 
acumen and capability. The alliances represented 
the te lecommunicat ions ,  aerospace, airline, petro- 
chemical  and manufacturing industries. 

T he  V i e w  from 3 0 , 0 0 0  Feet  

Table 1 summarizes the overall findings which  
emerged from the interviews. The headings in the 
matrix are the recurring themes which  managers 
evoked to describe their particular alliance and the 
factors which influence its ability to grow and thrive. 
The seven life-cycle stages emerged from a synthesis 
of each alliance's chronology. The alliance factors/ 
activities were major themes ment ioned by alliance 
managers as key issues affecting the development  of 
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their alliances. Taken as a whole, the results of our 
s tudy capture the complex interaction between the 
various phases of the alliances'  life cycle and a series 
of both structural and process related factors and 
activities. In addition, our findings demonstrate the 
inextricable linkage between the business of the 
alliance and the interpersonal  relationship between 
the key alliance players. For example, commenting 
on the importance of interpersonal  relationships and 
their role in cementing the business relationship, one 
manager observed: 

• • . the personalities involved got on extremely well and felt 
that they had a common view as to the way the world is going 
and what each company could do to help the other. This has 
been the thread that runs through the whole relationship thus 
far and is one that we are very keen to protect because it seems 
to us to be absolutely fundamental to our success. 

Clearly, the study demonstrates that there are a 
number  of distinguishable and discrete alliance 
stages. Each stage is characterized by a set of activities 
which capture the central and unique events of a par- 
t icular life-cycle stage. In addition, the activities 
found in one stage affect the events which follow. 
While certain uncontrol lable factors might cause a 
stage, or series of stages, to repeat, there appears to be 
a progression/evolut ion through which each alliance 
must  pass. 

The Formative Stages of the 
Alliance: Vision, Values and 
Voice 
There are three formative stages through which the 
alliance begins to take form. As the alliance pro- 
gresses from anticipation to engagement to valuation, 
the dream begins to take shape. The vision imagined 
by the leaders of the two firms begins to take hold in 
the minds of others and the wish for 'what can be' 
becomes shared within both firms. In each of our 
alliances, senior management  in both companies 
shared a vision of competi t ive advantage which could 
be achieved only in partnership.  Vision was absol- 
utely l inked to strategic intent, and the future success 
of both partners was l inked to these alliances. The 
importance of vision is supported by Stafford who 
commented  that without  a shared vision partners '  
behaviour  becomes far less predictable and certain. 5 
In one alliance both CEOs recognized the burgeoning 
technology in the te lecommunicat ions  market and the 
value each brought to shaping its future direction; in 
another  alliance they saw the world as being l inked 
by a handful  of global mega-airline carriers, and each 
provided routes and complementary  strengths to 
complete a world-wide network. In a third alliance 
the CEOs saw their two firms more closely linked in 
the future, and the aerospace business was a logical 

starting point  on which to build stronger bonds. In 
addition, this initial alliance helped partners 
protec t /expand world-wide market share as well as 
provided an oppor tuni ty  for partners to share costs, 
thereby contributing to their competit ive capabilities. 

These senior managers not only agreed on vision 
and were able to articulate it as part of their individual  
and joint strategies, they looked for other areas of 
common ground. Past working experiences with each 
other, similarities in corporate cultures, mutual  
respect and a basic understanding of the other's capa- 
bilities helped shape the very early stages of the 
alliance building process. In this manner,  a set of 
common values  (shaped by mutual ly  defined roles) 
began to emerge across the alliances. 6 Values appear 
to be linked to the common framework which emerges 
through the alliance formulation stages. One manager 
commented:  

Two things are critical: understanding your partner's corporate 
culture and corporate strategy. What's important to them--be 
sensitive to that. Share your corporate culture and strategy with 
them so that they know where you're coming from. 

Nonetheless,  there were tensions in the early stages 
of several alliances just as the common foundation for 
the alliance was being formed. In one instance, one 
partner sold assets which were initially viewed by 
both as key to the alliance. The sate itself was less 
problematic than was the fact that the partner 's inten- 
tions were not shared in advance. Managers on one 
side worried about a change in vision. They began 
to question the values and vision of the other. They 
quest ioned also the communicat ion processes 
between senior managers and the two companies. 
What emerges from the data is the importance of 
voice the ability to articulate one's vision and to 
communicate  it compell ingly so managers in both 
firms unders tand and come to share the vision. One 
manager cautioned: 

It [the alliance] will only work if the line managers share the 
vision, buy into it. [Senior managers] must say that we're going 
to make this work and that this message is shared between and 
within both companies• 

Voice becomes important  as the dream begins to take 
form so that the senior manager can begin to shape 
expectations regarding what can realistically be 
accomplished.  It is important  that senior and line 
managers in both firms share a common vocabulary 
about and have a similar flame of reference regarding 
the alliance. 

These early stages are often 'alive' with high energy, 
great hope and enthusiasm, and excitement about the 
strategic dream and all it potential ly can deliver. To 
over-promise leads to problems in later stages as the 
alliance managers move to solidify the true costs and 
benefits of the alliance. Alliances are believed to face 
problems when partners come to expect too much too 
soon. This point  becomes important  as the partners 
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engage in the analyses  dep ic t ed  in the va lua t ion  stage. 
Here,  the ha rd  analyses  (e.g. compet i t ive ,  market ,  
f inancial ,  r i sk / reward)  are done  and  the par tners  
begin  to de t e rmine  the wor th  of  the a l l iance and  each  
of the par tner ' s  con t r ibu t ion  to, and  gain from, the 
par tnersh ips .  It is cr i t ical  at this  po in t  that  the senior  
managers  speak  wi th  one  voice.  One needs  to be sen- 
si t ive to the fact that  at this junc ture  organiza t ional  
'buy- in '  to the a l l iance might  be uneven .  One manager  
c o m m e n t e d :  

I think there is more that can be done and needs to be done in 
terms of communicating the benefits of the alliance. I think there 
are lots of people in the trenches who just don't see why we are 
doing this thing [the alliance]. They say there's a lot of hot air 
out there. What's really happening, are we making money? What 
are we actually doing beneath the hot air? 

Metamorphosis: From Vision to 
Viability 
One manager  c omm en ted :  

Both have indicated that they are prepared to, where necessary, 
give up • • • control is the wrong word • - - but to allow one 
company to give something for the other and vice versa. These 
joint actions are something that by example demonstrate that 
they [the partners] will not let things get in the way of what we 
should do - - • they are really serious about this. The degree of 
seriousness communicated right through our respective com- 
panies - • • in terms of results, commitment, and structure that 
has been built around this process. 

This  quote  i l lustrates  the p rob lems  w h i c h  can exist  
dur ing  m e t a m o r p h o s i s  in w h i c h  the course  of the 
a l l iance  is p lo t ted  and  the dep th  and  b read th  of  
a l l iance  act ivi t ies  are set. Me tamorphos i s  conno tes  a 
s ignif icant  change  in the d e v e l o p m e n t  of the al l iance 
such  that  it begins  to take form and  evolves  its ear ly  
s t ruc ture  and  processes .  The  two me tamorph o s i s  
stages in the  life cyc le  affect the scope,  d o m a i n  and  
the opera t iona l  pu r pose  of  the  al l iance.  Coordination 
descr ibes  the emergence  of  the a l l iance governance  
s t ruc ture  in w h i c h  the in tegra t ion  points ,  processes  
and  the d iv i s ion  of labour  b e t w e e n  the par tners  is 
es tabl ished.  These  stages begin  the design process  in 
w h i c h  changes  in organiza t ional  a rch i t ec tu re  accom- 
m oda t e  the conf luence  of  two (or more)  i n d e p e n d e n t  
firms. The  a l l iance n o w  takes on an opera t iona l  focus 
and  the m a n n e r  in w h i c h  the par tners  wil l  in terac t  
is set in mot ion .  Each of the a l l iances  es tabl i shed  
coo rd ina t i on  commi t t ee s  to bo th  oversee  the evol-  
u t ion  of joint  work ing  a r rangements  and  to mode l  the 
range of  acceptable  behav iou r s  b e t w e e n  par tners .  In 
some instances ,  the fo rmat ion  of these  commi t tees  
was faci l i ta ted th rough  the use of outs ide  consul tan ts  
w ho  gu ided  the process.  These  commi t t ees  var ied  in 
size and  in degree of  formal i ty .  At one  ext reme,  due  to 
the e labora te  work ing  re la t ionsh ips  be tween  par tners ,  
this commi t t ee  a ppea red  as a 'mi r ror  organiza t ion '  

i n t e n d e d  to l ink cri t ical  opera t iona l  func t ions  
b e tw een  the two firms. At the other  ex t reme,  the com- 
mi t tee  was real ly  an in formal  s teering commi t t ee  
charged  wi th  modes t  overs ight  respons ib i l i ty  and  
wi th  lit t le formal  author i ty .  Coord ina t ing  teams t end  
to act more  on  a strategic level  and  give way  to work  
teams w h i c h  are charged  wi th  opera t iona l  issues and 
tasks as they  relate  to the a l l iance and  the evolv ing  
d iv is ion  of  labour  b e tw een  the two par tners .  

Formal  work ing  commi t tees  add  stabil i ty to the 
re la t ionsh ip  and signal co m m i tm en t ,  on bo th  sides, 
to the al l iance.  In addi t ion ,  the f indings demons t ra te  
c lear ly  that  f requent  face-to-face c o m m u n i c a t i o n s  
b e tw een  the commi t t ee  m e m b e r  resul ts  in less 
confus ion ,  serves to bu i ld  t rust  as wel l  as to sol id i fy  
impor t an t  in te rpe rsona l  re la t ionships .  The  more  suc- 
cessful  a l l iances  in our  sample  were  not  managed  by  
t e l ep h o n e  or fax; they  were  managed  by  managers  
mee t ing  on a regular  basis. It is the role  of these  work  
teams to br ing the two organizat ions  c loser  and to 
ef fect ively  manage  the a l l iance 's  passage f rom dream 
to opera t iona l  reali ty.  Effect ive m a n a g e m e n t  of these 
teams bui lds  t rust  b e t w e e n  the two firms w h i c h  
ex tends  to each  m e m b e r  of  the work ing  commit tee .  
Effort e x p e n d e d  here  by  the par tners  to br ing the two 
firms closer  pays  d iv idends  in later  stages of the 
all iance.  Lit t ler  and  Lever ick  confirm, in ano the r  con- 
text,  that  a l l iances  in w h i c h  coord ina t ing  commi t tees  
exist  have  a h igher  probabi l i ty  of succeeding .  7 

The  second  stage in m e t a m o r p h o s i s  is investment  
in w h i c h  the bus iness  case t ranslates  to 'bodies  and 
budgets ' .  Here,  m a n y  al l iances  reach  a wa te r shed  in 
that  the strategic v is ion  that  drove  the ear ly  stages 
of the a l l iance is formal ly  c o m m i t t e d  and  del ivered.  
Inves tmen t  signifies the ded ica t ion  of f inancial ,  
h u m an ,  phys ica l  and  in te l lec tua l  capi ta l  to the 
all iance.  In one  a l l iance par tners  p u r c h a s e d  a manu-  
factur ing bus iness  w h i c h  c o m m i t t e d  t h em  to a course  
of  act ion wi th  a n ew  technology.  C o m m i t m e n t  to one 
course  of ac t ion  often p rec ludes  o ther  al ternat ives.  A 
key conce rn  is w h e t h e r  there  is convergence  be tween  
the dream and  the emerging reality.  If a gap appears  
it is impor t an t  to u n d e r s t a n d  w h y  and to examine  the 
causes.  Does the pe rce ived  d i f ference  b e tw een  the 
dream and  the emergen t  real i ty  d imin i sh  the impor t -  
ance  of  the al l iance? Our  sample  of a l l iances  shows 
that  this  po in t  is r eached  3years ,  or more ,  into the 
al l iance.  Whi le  our  sample  might  reflect more  's table '  
a l l iances  in that  they  are all re la t ively  long-l ived,  the 
po in t  regarding hard  choices  still s tands  and  is very  
re levant  even  for a l l iances  w h i c h  m o v e  faster th rough  
thei r  life cycles.  Being able to manage  the gap b e tween  
expec ta t ions  and  real i ty  is an impor t an t  aspect  of 
these  stages. In some ins tances  the bubble  might  
burst;  in o ther  ins tances  it might  on ly  be deflated. 
However ,  ha rd  choices  mus t  be m ad e  in the face of 
changing  marke t  condi t ions ,  changing t echno logy  
a n d / o r  one  par tner ' s  changing  f inancial  p ic ture  or 
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strategic d i rec t ion.  To be able to re - shape ,  re-con-  
figure or even  re -ca l ibra te  the  scope  and  d i rec t ion  of 
the  a l l i ance  is of ten difficult .  In fast p a c e d  a l l iances  
th is  task  is even  m o r e  cha l lenging .  One  m a n a g e r  com-  
men ted :  

I can assure you that as long as you are making money and the 
business looks good and the future looks reasonably good to 
people, then everybody gets along well. You find out how good 
the partnership is when things get tough. 

Staying the Course Managing Over 
Time 
During  stabilization m anage r s  focus  on s tay ing  the  
course  and  adap t i ng  the  d i rec t ion  of the  a l l i ance  to 
reflect  b o t h  in te rna l  and  ex te rna l  p ressures .  In our  
s ample ,  this  po in t  was  r e a c h e d  in abou t  5 years  f rom 
the start  of  the  a l l iance.  Our  f indings  s h o w  that  prob-  
l ems  occur  w h e n  the  pa r tne r s  are unable ,  or unwi l l -  
ing, to conf ron t  each  o ther  and  deal  w i th  i ssues  as 
they  occur .  In part ,  our  data  d e m o n s t r a t e  tha t  re luc-  
t ance  is due,  in part ,  to not  wan t i ng  to hur t  the  o the r ' s  
feeling.  In o ther  ins tances ,  r e luc t ance  s t ems  f rom a 
wi l l i ngness  to let th ings  go becaus e  the bus ines s  
a p p e a r s  to be  going w e l l - - w h y  upse t  the  m o m e n t u m ?  
P rob l ems  of ten c o n v e r g e d  on issues  of  equi ty  8 in that  
pa r tne r s  a t t e m p t  to equa te  effort  w i th  reward .  If  one 
pa r ty  a t t emp t s  to have  the  equa t ion  ba l ance  at the  end  
of  the  day  or the  r epor t ing  per iod ,  there  is l ike ly  to be  
confl ic t  s ince  the  ebbs  and  f low of bus ines s  p roh ib i t  
such  p rec i se  book-keep ing .  Managers  m u s t  t rus t  that  
ba l ance  wil l  occur  over  t ime.  

Al l i ances  w h i c h  s t ayed  the  course  e s t ab l i shed  a 
blameless review process in w h i c h  bo th  par t ies  agreed  
to pe r iod i c  r e v i e w s  to e x a m i n e  the s ta te-of- the-  
a l l iance.  Here ,  bo th  par t ies  can  feel comfor t ab l e  abou t  
ra is ing  i ssues  s ince  it is a par t  of  the m a n a g e m e n t  
process .  The re  is no fear tha t  one  is accus ing  the o ther  
of  w r o n g  do ing  or the like. The  ques t ion ,  howeve r ,  
ar ises  as to h o w  f requen t ly  such  a r e v i e w  is con duc -  
ted. One  m a n a g e r  c a u t i o n e d  that  " o n e  s hou l d  not  
r egu la r ly  u n e a r t h  a rose  to check  on its g rowt h" .  Too 
f requen t  a r e v i e w  p rocess  can  be dys func t iona l ;  none-  
the less ,  one  canno t  let i m p o r t a n t  mat te r s  s l ip  for too 
long a per iod .  B lameless  r e v i e w  processes  fo rmal ize  
the  a l l i ance  aud i t  p rocess  in w h i c h  m anage r s  ask  
ques t ions  regard ing  strategic a l ignment .  Have  there  
b e e n  changes  in the  e n v i r o n m e n t ,  s t rategic intent ,  
m a n a g e m e n t  p roces ses  etc. w h i c h  affect  the  s ta ted  
goals and  p u r p o s e  of  the  a l l iance?  One  m a n a g e r  noted:  

This is about welding together two massive businesses. Any 
differences in opinion • • • Its easy to think, we disagree but 
let's be cosy, let's be friends about it. If you're disagreeing about 
something and it is a significant business issue • • • To sweep 
that under the carpet, you're not being a good business manager 
in doing that. You're being a fool to yourself- • • You're just 
being a fool. 

The  decision stage of  the life cycle  is p l aced  after  
s tab i l i za t ion  a lmos t  to reflect  a t rad i t iona l  p r o d u c t  
l i fe-cycle  no t ion  and  to cap tu re  the c o n c e p t  of  severe  
ins tabi l i ty ,  and  in its ex t reme,  decl ine .  Howeve r ,  it 
s h o u l d  be  no t ed  that  this  po in t  can  be r eached  at any  
stage and  s ignals  that  even ts  m igh t  have  occu r r ed  that  
cut  to the  core of  the  a l l iance  and  se r ious ly  j eopard ize  
its ex i s tence  or requi re  a n e w  strategic di rect ion.  This  
stage r ep resen t s  a po in t  at w h i c h  pa r tne r s  dec ide  
(ei ther  jo in t ly  or ind iv idua l ly )  to re-def ine  the 
r e l a t i onsh ip  in its cu r ren t  form. The  dec i s ion  stage 
can  be  a na tu ra l  o u t c o m e  of  the  b l a m e l e s s  r e v i ew  
if  factors  affect ing the objec t ives  of  the a l l iance  are 
s ignif icant ,  or it can  evo lve  as a na tu ra l  occu r r ence  in 
the  g r o w t h / d e c l i n e  of  an a l l i ance  as it p rogresses  over  
t ime.  This  stage e m b o d i e s  i ssues  ranging  f rom cri t ical  
ques t ions  of  w h e t h e r  to con t i nue  or exit  the al l iance,  
to less severe  ques t ions  of  b r o a d e n i n g  or na r rowing  
the a l l i ance ' s  scope.  Unl ike  m e t a m o r p h o s i s  w h i c h  
r e p r e s e n t  na tura l  d i s rup t ions  that  occur  as an out- 
come  of g rowth ,  this  stage s ignals  that  a po ten t i a l ly  
cr i t ical  junc tu re  has  b e e n  reached .  One  m a n a g e r  
observed:  

Circumstances change, competition changes. If you have a div- 
orce and walk away, what are you left with? It is not a defeat. It 
may be that circumstances that brought you together have now 
changed. Our alliance with X didn't fail. It delivered what it was 
meant to deliver when we went in, but circumstances changed 
and we've shook (sic) hands and walked away. There's no shame 
associated with that. 

An Alliance as an Intertwined Set of 
Relationships 
From the above,  one pa in t s  a m e n t a l  image  of an 'S '  
s h a p e d  p r o d u c t  l i fe-cycle  cu rve  9 to r e p r e s e n t  the  
in i t ia t ion,  g rowth  and  dec l ine  of  a s t rategic a l l i ance  
(see Figure  1). For  desc r ip t ive  p u r p o s e s  an a l l iance  
migh t  p r o c e e d  in tha t  manne r ;  howeve r ,  it w o u l d  be 
a m i s t a k e  to v i e w  an a l l i ance  as on ly  a bus iness  
r e l a t i onsh ip  w h i c h  m o v e s  t h rough  its life cycle.  With-  
out  excep t ion ,  our  f indings  s h o w  c lear ly  that  an 
a l l i ance  is a c o m p l e x  in te rac t ion  of bus iness  and  
i n t e rpe r sona l  ac t iv i t ies  w h o s e  p u r p o s e  is to ach ieve  
m u t u a l l y  benef ic ia l  goals. Both the bus iness  and  the 
i n t e rpe r sona l  ac t iv i t ies  are essent ia l  ingred ien t s  and  
bo th  m u s t  be  a t t ended  to. Focus  on one ac t iv i ty  to the 
exc lus ion  of the o ther  is l ike ly  to cause  the  a l l iance  
to unrave l .  S h a u g h n e s s y  descr ibes  severa l  a l l iances  
tha t  fa i led due  to m a n a g e m e n t ' s  s ingular  focus  on the 
' c o m m e r c i a l  logic '  of  the p a r t n e r s h i p  to the  exc lus ion  
of less eas i ly  m a n a g e d  e l emen t s  of  the  a l l iance.  1° Fig- 
ure  2 dep ic t s  the  a l l iance  as a hel ix;  at the core of  
w h i c h  lies the spi r i t  of  the  al l iance.  The  spir i t  of  the 
a l l i ance  grows  f rom the v i s ion  car r ied  fo rward  by  
sen ior  managers .  It conno te s  the essent ia l  p r i nc ip l e s  
u p o n  w h i c h  the  a l l i ance  is based.  The  spir i t  of  the  
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The business activities follow closely the stages of 
the alliance itself and are a natural extension and 
manifestat ion of the alliance v is ion- - the  mutual  com- 
petit ive advantage sought by the partners. These 
activities relate to the work tasks associated with 
implementing the alliance. The interpersonal  activi- 
ties depict  the steps through which  the relationship 
between alliance managers and, then, the alliance 
part icipants/players is courted, nur tured and 
developed. Our findings reveal that there is con- 
siderable energy needed to build and nurture these 
interpersonal  ties. This process is often made more 
difficult by the fact that many firms rotate their man- 
agers on a regular cycle. One manager commented  
that: 

The 
Relatic The Business 

he 
, l l iance Spir i t  

alliance embodies the emergent norms of the part- 
nership-- i .e ,  the implicit  ground rules which govern 
each partner 's  view of the interactions and working 
relationships. It is the partners '  mutual ly  agreed upon 
interpretat ion of the alliance. 11 The spirit captures 
those rules of engagement and values which tran- 
scend the boundaries  of each firm and become part 
of the bedrock upon which  the alliance builds. It is 
sur rounded by the inter twined business and inter- 
personal activities. 

it takes a lot of time--in some instances 3, 4, 5 years to under- 
stand the other side. If people move too quickly, somebody is 
coming up and they move them out, this happens a lot - • • that 
causes problems because a good partnership means continuity 
in the people who are involved--not changing too often. 

Trust, communicat ion,  perspective taking, rapport  
building and commitment  emerge as key charac- 
teristics of successful interpersonal  relationships. 12 
In our most successful alliances partners have 
developed personal relationships which transcend 
the requirements of the business. Although our study 
focuses on those managers running the alliance, one 
can infer from the findings that ties can run deep 
into each partner 's  organizational structure. Figure 3 
illustrates the complexi ty  and depth of interpersonal  
interaction that might be required in very extensive 
relationships. In the airlines alliance, for example, 
the depth of interaction extends from the office of the 
chairmen, to the flight decks, to the baggage handlers. 
The linking points between the two firms are quite 
elaborate and the need for trust and commitment  at 
all levels within the two firms is essential. Stafford 
suggests that these more 'complex '  alliances present 
significant challenges since they are by definition 
harder  to untangle and, therefore, pose greater risks 
to the partners. 13 

Strong alliances demonstrate that partners respect 
and like each other. It is far more than having close 
ties at the CEO level. One manager remarked: 

Without a dedicated, loyal and motivated staff, we wouldn't be 
as effective. Making the bridge and getting the right people with 
the right mental set, attitude and perspective I think was 
extremely critical and significant in terms of delivering on day 
to day commitments, as well as being able to move forward and 
win additional business. 

In the early stages of an alliance one can easily 
envision a courtship period in which partners get to 
know each other, enjoy each other's company and 
form personal bonds. Managers not only appreciate 
better the goals and objectives of each firm, they better 
unders tand the motivations and aspirations of their 
counterpart .  
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The  pe r sona l  r e l a t i o n s h i p  p rov i de s  the cush ion  
w h i c h  s u p p o r t s  the  a l l i ance  w h e n  the  bus ines s  is 
u n d e r  stress.  In the  good  t imes  ' r i s ing  t ides  ra ise  all  
s h i p s '  and  the  pe r sona l  r e l a t ionsh ips  can be t aken  for 
granted .  Yet, the  i n t e r p e r s o n a l  t ies a p p e a r  to act  as 
the  safe ty  net  w h i c h  p ro tec t s  the a l l i ance  f rom self- 
des t ruc t ing  w h e n  the  bus ines s  is u n d e r  pe r fo rming ,  
or w h e n  expec t a t i ons  are not  be ing  real ized.  One  m a n -  
ager recal led:  

[the problem] got to be a divorce item • • • If you don't do this, 
then • • • It was a real trauma. But we had enough of a relation- 
ship that when it started to blow up we talked to each other and 
we started to get things back together. I don't think you can 
estimate the amount of time it takes to build personal relation- 
ships - • • You've got to build a relationship so when an issue 
comes up, they are your friends and you can argue without 
people taking it personally. 

As sugges ted  by  the  above,  w h e n  t rus t  b e t w e e n  the  
pa r tne r s  p reva i l s  each  s ide  is wi l l ing  to act  p r u d e n t l y  
and  wi th  res t ra int .  W i t h o u t  these  ties there  is a tend-  
ency  to act  o p p o r t u n i s t i c a l l y  becaus e  one  expec t s  the 
w o r s e .  14 If  one  focuses  on the  e c o n o m i c s  of  the  i ssues  
only,  there  is l ike ly  to be  a sho r t - t e rm reac t ion  that  
affects  l onge r - t e rm gain.  In the  good  t imes  a d i f ferent  
m e c h a n i s m  leads  po ten t i a l l y  to the s a m e  s u b - o p t i m a l  
resul t .  W h e n  the  bus i ne s s  is s trong,  pa r tne r s  are wil-  
l ing to ignore  i n t e rpe r s ona l  p r o b l e m s .  Yet, if  effort  
is d ive r t ed  f rom the i n t e r p e r s o n a l  r e l a t ionsh ip ,  one  
d e v e l o p s  a false sense  of  secur i ty  in the  good  t imes  
a n d  lacks  the  s t reng th  of conv i c t i on  in the face of  
adve r s i t y  in the  bad  t imes .  Our  f indings  suggest  that  
the  pe r sona l  re la t ions  he lps  define the  s trategic 
d ream,  faci l i ta tes  the requ is i t e  d ia logue  b e t w e e n  
par tne rs ,  and  con t r ibu te s  to the  s t rength  of  the  ties 
b e t w e e n  the  a l l i ance  m anage r s  and  the  a l l i ance  
par tners .  

The Alliance Manager: the Essential 
Ingredient 
The  f indings  u n e q u i v o c a l l y  s u p p o r t  the i m p o r t a n c e  
and  cen t ra l i ty  of  the a l l i ance  manager .  The  a l l iance  
m a n a g e r  is the  p e r s o n  charged  w i t h  car ry ing  the 
a l l i ance  fo rward  at each  stage in its life cycle.  In this 
role  the  a l l iance  m a n a g e r  is the pe r son  r e spons ib l e  
for the  care and  feeding of the  a l l i ance  and  serves  
as h i s / he r  f i rm 's  key  r ep re sen t a t i ve  on the a l l iance  
m a n a g e m e n t  team.  A l though  the  role  r e spons ib i l i t y  
of  the a l l i ance  m a n a g e r  m a y  change  in r e s p o n s e  to the  
r e q u i r e m e n t s  and  d e m a n d s  faced at each  stage in the 
a l l i ance ' s  life cycle ,  the i m p o r t a n c e  of the m a n a g e r  
does  not  d imin i sh .  Thus ,  the a l l iance  m a n a g e r  m u s t  
w e a r  a n u m b e r  of d i f ferent  hats  and  m u s t  be facile 
p l ay ing  a n u m b e r  of  di f ferent  roles.  To c o m p o u n d  the 
p rob l ems ,  the  a l l i ance  m a n a g e r  is t ru ly  the  ' pe r son-  
i n - t he -midd l e ' .  One  m a n a g e r  c o m m e n t e d :  

I tell my folks who work in the relationship manager pos- 
ition • - • They often get frustrated with dealing with issues on 
both sides. They're doing their job if they are perceived by com- 
pany A as being very pro company B and perceived by company 
B as being very pro company A. If you can keep a balance 
between these two, it probably means that you're doing a great 
job. 

In the ear ly  stages,  the a l l iance  m a n a g e r  is a stra- 
tegic sponsor - -a  c o m b i n a t i o n  of v i s iona ry  and  emiss -  
ary. This  role  is t yp ica l ly  p l a y e d  by  sen ior  manage r s  
w h o  are able to shape  the fu ture  d i rec t ion  and  m i s s i o n  
of the firm. We have  s h o w n  ear l ier  that  this s p o n s o r  
m u s t  also be  able to t rans la te  and  c o m m u n i c a t e  the 
v i s ion  so o thers  in the  firm b e c o m e  c o n v e r t e d  to the 
d ream.  In ve ry  c o m p l e x  a l l iances  in w h i c h  organ- 
iza t ions  wi l l  t r ans fo rm the i r  bas ic  bus ines s  p rocesses ,  
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the vision cannot be mandated from the top. Under- 
standing and commitment  must flow down to middle- 
level managers as well. One manager cautioned: 

Just because the number one guys get along, there has to be a 
solid business reason to make it work. However, the opposite is 
not true. If there are good, solid business reasons to make it work 
and the number one guy isn't aboard, then you've had it. 

Managers at all levels must be converted and join 
the ranks of the believers. Thus, the alliance manager 
is also an advocate who carries the dream and rallies 
the requisite people in his/her own firm. As the 
alliance grows and coordinating activities become 
more important, the alliance manager is a networker 
and a facilitator who links functions, areas, people 
and partners in such a manner as to enhance, manage 
and direct the flow of important and timely alliance 
related information. This task can be quite cum- 
bersome in very complex alliances in which different 
functions and levels must be coordinated. 

Our data also show that alliance managers tend to 
rely heavily on informal networks and ties. In two of 
our alliances, managers were purposely given assign- 
ments in different parts of the business as part of their 
normal career development. Although not explicitly 
done to improve their alliance management skills, 
these two firms have developed strong alliance man- 
agers partly due to the informal networks that their 
managers developed over time. 

When problems or disagreements arise the alliance 
manager serves as a mediator--an honest broker who 
attempts to resolve conflicts for the betterment of the 
alliance. One of the key concepts upon which 
alliances are built is the existence of mutual  inter- 
dependence. This suggests that it would be foolhardy 
to act in one's own self-interest since any move which 
adversely affects one partner, adversely affects the 
alliance. The alliance manager is acutely aware of 
this tension and must strive to balance the needs and 
concerns of both partners. Above all, the alliance 
manager is a manager who shoulders the responsi- 
bility of the business of the alliance and must assure 
that the alliance maintains its course to achieve its 
goals and objectives. Again, Littler and Leverick's 
work supports the importance of the alliance 
manager. Their results show that these 'champions'  
help distinguish between successful and unsuc- 
cessful alliances. 1~ 

In one alliance in our study the alliance manager 
was placed in his present position primarily because 
of his line management skills, to the exclusion of 
several of the other alliance manager role require- 
ments. Although the business side of the relationship 
has warranted attention, this manager has neglected 
some of the other roles which focus on building stron- 
ger interpersonal relationships. This neglect has 
caused confusion in the minds of his partner, who 
feels out of touch and perceives a change in direction 

of the alliance. In the interest of controlling costs, this 
manager has failed to shore-up his interpersonal ties 
with his partner. Our point is that too often successful 
line managers are promoted to alliance managers. Due 
to the diverse, and seemingly conflicting, set of role 
requirements, the transition for some is not easily 
made. Figure 4 depicts the different role requirements 
needed of alliance managers depending on the state 
of the business and the state of the relationship. Both 
components are essential to the viability of the 
alliance and require skill and attention. We believe 
that many alliances have managers who are good at 
running the numbers but lack strong alliance man- 
agement skills. Our findings demonstrate that weak 
alliances require strong alliance managers. 

Are Good Alliance Managers Born? 
Can they be Developed? 
Herein lies a critical question and the answer to both 
questions is 'yes'. Given the exponential growth of 
strategic alliances and the high rates of failure, can 
greater success be achieved by placing the right per- 
son in the job? We believe that the role of the alliance 
manager is central to alliance success and that many 
companies fail to provide the proper set of work and 
educational experiences to ensure a cadre of skilled 
alliance managers. Our data show that the business 
of the alliance cannot be separated from the skills 
needed to manage the alliance. One can infer that 
there ought to exist a greater dialogue between senior 
managers and the human resource managers who are 
responsible for strategic manpower planning and per- 
sonnel development. One senior manager commented 
that his company's  ability to grow through alliances 
was limited by the number of potentially qualified 
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'Unteachable' competencies 

The alliance perspective--good managers "think" and "see the world differently' 
Willing to change self to accommodate others 
Willing to consider other person's point of view 
Simultaneously consider multiple points of view 
Learn from past but are not constrained by it 
Willing to take losses in return for future gains 

Virtual thinking 
Optimistic 
Clever and creative 
Eager to embrace other cultures 
Pragmatic 
Vigilant 
Questioning 

'Teachable" competencies 

Functional 'Earned' Interpersonal 

Line skills 
Staff skills 
Educational background 
General business knowledge 

Credibility and respect 
Extensive networks: 
--organizational 
--alliance 
--industry 

Social skills 
Process skills 
Tact/sensitivity 
Cross-cultural awareness 

alliance managers. Another manager cautioned about 
building the skill through outside hires and observed 
that these people lacked the requisite internal net- 
works and informal relationships. 

Our data reveal that there are skills which can be 
taught while other competencies can be developed. 
In addition, there are a third set of skills which appear 
to be 'hard wired'  and seem to distinguish strong 
alliance managers from other good line managers. 
These skills/competencies are summarized in Tables 
2 and 3. For example, one can be taught functional 
skills and managerial decision processes. Yet, these 
skills require a cross-functional perspective and a 
sensitivity to both strategic and operational concerns. 
In instances where an alliance is forged with one's 
competitor, the alliance manager must never lose 
sight of the goals of the alliance and how this seem- 
ingly unnatural  union fits within the larger strategic 
mission of his/her firm. To act in the best interest of 
the alliance might appear, at first glance, to run coun- 
ter to the firm's best interest. Our findings show that 
alliance managers must be facile with operational, 
strategic and policy level concerns and be able to 
move easily between these levels since each affects 
the alliance at one, or more, stages of its life cycle. 

Interpersonal competencies as they relate to social, 
process and cross-cultural sensitivities can also be 
taught. The key here is to tease out the valid set of 
competencies and to create a meaningful set of edu- 
cational and developmental experiences. Careers can 
be managed to ensure cross-cultural experiences as 
was the procedure in two of our more successful 
alliance companies. Yet, there are other competencies 
which must be earned and these relate to credibility, 
trust and the ability to form networks within the firm, 
in the alliance and in the partner company. Here, the 
question of how much time is needed for the alliance 

manager to develop these skills before he/she is 
moved to the next assignment is important. Can one 
fast-track through these different developmental 
experiences? Similar to the development of a chess 
master, it takes time for an effective alliance manager 
to build a repertoire of alliance skills and experiences. 

The data caution that a 'two years and you move' 
tradition of assignment rotation might be inherently 
dangerous to the health of an alliance. Building trust, 
credibility, rapport and a personal relationship all 
takes time and should not be rushed. In one of our 
sample, there seems to exist a tradition of bringing 
new members of the alliance team into the 'family' 
early to have them establish their relationships and 
to grow into the role of alliance manager over a period 
of time. Not only does one get to know the alliance 
well before one inherits the reins of alliance manager, 
the firm ensures that certain behaviours are patterned 
by having the younger members of the alliance team 
'sit at the table' and learn from the older, more sea- 
soned members. We infer from our findings that when 
windows of opportunity preclude a more measured 
process to the development of alliance managers, it 
would be best to define the alliance with a more lim- 
ited scope and domain or to involve higher-level man- 
agers or alliance managers. 

We believe quite strongly that weak alliance 
managers will damage important alliances. One 
must constantly recall that alliances are 'unnatural '  
organizational forms which require special care and 
feeding. It is unwise to place key alliances in the 
hands of the inexperienced. Smaller alliances, 
however, have sharper focus and can, by definition, 
be better circumscribed into more precisely defined 
boundaries. Thus, there is less room for mis- 
interpretation as individual discretion is more closely 
monitored. 
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The data imply that good alliance managers are 
different. They have an innate alliance mentali ty that 
gives them a perspective in which they see the world 
as a series of connections. They can 'parallel process' 
and can easily see the big picture, drawing on bits 
of relevant information from different sources. One 
manager observed: 

You have to learn to operate on gut feel at times. This is very 
uncomfortable initially for people with technical training. In the 
lab, you can always go back and run more experiments to make 
sure the data say this is the right way to do it • • • In this busi- 
ness, you can't. 

Perspective taking is the hallmark of successful 
alliance managers. They not only can simultaneously 
consider multiple points of view, they easily under- 
stand the position of their partner and are willing to 
listen. They are also flexible and represent the best 
of a learning organization--all iance managers easily 
learn from the past but are not constrained by it. They 
understand that past alliance success does not always 
ensure future success and that one must also learn 
from failures. 16 The successful alliance manager 
embraces change and adapts easily to new cultures 
and new situations and new cultures. Clearly, these 
skills and characteristics extent the range of com- 
petencies expected from and often found in suc- 
cessful line managers. 

Lessons Learned 
Successful alliances have their origin at the top of the 
organization. Even those alliances of lesser stature 
and managed at lower levels within the organization 
must have the blessing and support of top manage- 
ment. Given that managerial time and attention is 
valuable, alliances must be chosen carefully and with 
discrimination. The drain on management resources 
precludes a large number of strategic alliances. Firms 
that tout their large number of alliances should ques- 
tion whether they have a number of relationships only 
some of which are strategic. 

Senior management bears responsibility for several 
key aspects of the alliance formulation process. First, 
they must ensure that the alliance is tied to the stra- 
tegic intent of the firm. Second, they must drive the 
alliance vision down through the organization--all  
alliance participants must understand why the 
alliance makes sense and how it fits into the larger set 
of goals and objectives held by the firm. This implies 
that all alliances, regardless of their size or financial 
commitment,  must be congruent with the values and 
beliefs of the firm and that these core values are shared 
by the partner. A shared vision cannot exist if partners 
do not share values and a have common interpretation 
of why the alliance must succeed. Speaking with a 
singular voice is essential--both partners must share 
a common vocabulary about the alliance, its goals and 

the mutual  benefits gained. Cultural differences can 
be managed and accommodated for, differences in 
core values cannot. 

During metamorphosis the vision becomes a reality 
and the dream begins to take on life. Organizational 
structures and processes should nurture and develop 
the growing alliance. Formal coordinating working 
committees add stability to the process and provide 
the necessary support to the alliance at this devel- 
opmental phase. Key concerns center on bridging the 
gap between 'what can be' and 'what is'. Serious con- 
cerns surface regarding the cost/benefit of the alliance 
as it is here that corporate resources are committed 
and dedicated. Hard choices must be made since 
options chosen also represent opportunities foregone. 
The alliance manager is the mortar which holds this 
emerging structure together. At the same time, man- 
agement must be convinced that the goals and objec- 
tives of the alliance are still on target. 

Although one sets a course for the alliance, vig- 
ilance throughout the journey is key. Care must be 
given to both the nature of the business and the nature 
of the interpersonal ties upon which the strength of 
the alliance is ult imately built. One cannot attend 
to the business of the alliance without  giving equal 
attention to the interpersonal aspects of the alliance. 
Successful alliances implement blameless review 
processes at scheduled intervals to ensure that the 
alliance is on course despite those internal/external 
pressures which might affect its direction. Changes 
do occur and these must be moni tored--unexpected 
changes in the marketplace, in technology and/or in 
one partner's internal operations can affect not only 
the scope and purpose of the alliance, it might also 
call into question its continued existence. Partners 
must jointly, and with some degree of regularity, 
review the progress of the alliance and mutual ly  agree 
on the proper course of action. 

Strong alliance managers are essential to the suc- 
cess of an alliance and their centrality becomes even 
more apparent in weak or troubled alliances. They 
occupy a number of different roles throughout the 
alliance life cycle and each is essential to help main- 
tain the alliance at each stage. They not only carry the 
message forward and strive to convert the alliances 
participants to uphold and maintain the spirit of the 
alliance, they are instrumental in weaving the net of 
informal relationships (both within and between the 
partner firms) which adds strength and support to the 
formal alliance structure. 

Among the problems which can affect the 
relationship perhaps the most serious is a rupture of 
the relationship between the alliance managers of the 
two companies. This can occur when one of the 
alliance managers is replaced by someone who has 
not previously played a role in the alliance, who dis- 
agrees with the strategic vision of the alliance or who 
lacks the background and skills to be a successful 
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alliance manager. Perceptive alliance managers act 
quickly to repair such a breach through direct and 
intense discussion with his/her opposite, recognizing 
that to let such a problem linger is to court disaster. 
In some circumstances the rift is so potentially severe 
that third-party counseling might be required. 

Firms which are successful in alliances have a cul- 
ture that encourages and supports processes that 
develop alliance managers. Recognizing that alliance 
managers are different from successful line managers 
and possess skills that go beyond those competencies 
which are desired in high performing general 
managers, these firms seem to structure assignments, 
select and hire people, and provide opportunities in 
which potential alliance managers will grow and 
prosper. It is important that human resource managers 
and senior management are in agreement that a formal 
plan is needed for the selection, development and 
training of alliance managers. 

Our study demonstrated that alliances are com- 
posed of both business and interpersonal relation- 
ships and that the demands and requirements of each 
vary over the alliance's life cycle. We have shown 
also the critical role played by the alliance manager. 
We acknowledge that alliances are a business necess- 
i t y - b r i m m i n g  with opportunity and fraught with 
problems. We believe that successful alliances are 
managed differently and demonstrate better align- 
ment between 'what can be' and 'what is'. We have 
provided insight to help manage the gap between the 
vision and the reality. We believe also that the lessons 
learned here will contribute to alliance success and 
will strengthen ties which help alliances to endure. 
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