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Building Capabilities for
Alliance Portfolios

Koen H. Heimeriks, Elko Klijn and Jeffrey J. Reuer

This article analyses how firms build their capabilities for alliance portfolios. We investigate
different solutions that are adopted across portfolio sizes, and whether the adoption of
these solutions explains alliance portfolio performance. Our findings illustrate which
solutions practitioners should consider implementing when expanding their alliance
portfolio, and which can help enhance their portfolio performance. Our conclusions are
based on a sample of 192 firms managing over 3,400 strategic alliances and seven expert
interviews. We analyse the adoption of 14 distinct alliance practices in four solution
categories. Our results reveal whether and when functional and staffing (e.g. alliance
manager, alliance department), tool-based (e.g. intranet, codification of best practices),
training (e.g. in-house, external training) and third party (e.g. consultant, mediators)
solutions help firms transition successfully between small, medium, and large alliance
portfolios, and to what extent they are associated with alliance success. Rules of
engagement for successful alliance portfolio management are discussed.

© 2008 Elsevier Ltd. All rights reserved.

Introduction

In today’s global environment, firms need a multitude of competences to achieve sustainable com-
petitive advantage. Alliances represent a critical means of doing so, as they enable firms to overcome
resource limitations, crack new markets and hedge against environmental uncertainties by creating
options to expand.' The last two decades have witnessed an unprecedented growth in alliance ac-
tivity,” including outsourcing relationships, R&D agreements, equity joint ventures and other forms
of collaboration. Firms such as Cisco and Motorola have created extensive alliance portfolios, form-
ing 50 to 100 new alliances each year, while the Dutch electronics and medical equipment firm Phi-
lips is currently engaged in over 1,000 alliances. However, evidence shows that alliance failure rates
are generally high, ranging from 40 to 70%, thus displaying a ‘mix of promise and peril’.’> More
importantly, studies have also shown that firms managing large alliance portfolios do not necessar-
ily perform better than those with smaller portfolios.* As more firms develop complex alliance port-
folios, executives’ attention needs to shift from the design and management of individual deals to
the broader question of how they can develop the necessary firm-wide capabilities for forming,
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implementing and terminating collaborative ventures to get more out of their overall alliance
portfolios.”

firms managing large alliance portfolios do not necessarily perform

better than those with smaller portfolios

Some preliminary work regarding the management of portfolios and the development of capa-
bilities exists. However, so far the two concepts have not been systematically analysed and inte-
grated. Moreover, only limited information is available for practitioners on ways to enhance
alliance capabilities and on how to ensure success as the firm’s alliance portfolio expands. Further-
more, to our knowledge, no study has analysed to what extent different solutions are adopted across
portfolio sizes or across performance categories. Hoffman emphasized the importance of alliance
portfolios and described how alliance portfolio managers’ tasks comprise four critical activities:
a) the establishment of a portfolio strategy, b) the monitoring of the portfolio, ¢) the coordination
of the portfolio, and d) implementing supporting management systems. While he refers to solutions
to enhance portfolio management, it is still unclear how practitioners should implement these so-
lutions in order to stimulate or drive capability development.® Other researchers have discussed
some alliance management tools to enhance performance, but again provide no systematic analysis
of all the different solutions that firms can employ.” To date, prior studies have not addressed the
recurring challenges of managing an alliance portfolio and of how to move successfully from a dy-
adic attitude to forming alliances to managing portfolios by building capabilities to enhance the
performance of alliance portfolios as they grow in size.

So how can executives strengthen their organization’s ability to manage alliances, while simulta-
neously acknowledging differences and leveraging similarities across the alliances in their portfolio?
We have carefully examined firms renowned for their alliance capabilities to unravel the myriad of
practices they deploy to equip their employees with improved alliance skills. Our analyses present
unique findings from 192 firms worldwide, who between them manage over 3,400 strategic alli-
ances, to detail when particular solutions are important for develop practitioners’ alliance capabil-
ities. (For further details of data and methodology, see the Appendix) We also test whether there are
fundamental differences between more and less successful alliance portfolios in terms of their adop-
tion of these solutions. By doing so, we analyse what solutions result in increased alliance portfolio
performance, according to portfolio size. We also study how firms adopt these solutions differently
as their portfolio size increases, allowing us to discover how they can help firms advance their al-
liance capabilities. We find significant dissimilarities between small, medium and large sized alliance
portfolios in terms of the solutions they adopt. This article therefore provides important insights on
how to build more successful alliance portfolios and highlights rules for when certain solutions are
likely to be most effective in improving alliance portfolio performance.

Solutions for managing alliance portfolios

In order to enhance alliance portfolio performance, firms can adopt various solutions to enhance
their alliance capability, which can be defined as a firm’s ability to capture, share, disseminate and
apply alliance management knowledge.® An alliance capability is an organizational resource that is
difficult to obtain or imitate and has the potential to positively affect the performance of alliances
and other resources brought into these alliances. These resources are captured by alliance practices
that increase a firm’s ability to perform similar activities repeatedly (which can include identifying
partners, initiating relationships or restructuring individual alliances or portfolios”’). When a firm’s
alliance portfolio expands, the possession of an alliance capability enables the identification of
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repeatable actions in terms of alliance management. Hence, an understanding of how alliance ca-
pabilities can be built is important to ensure firms continue to be successful as alliance portfolios
expand.

understanding how alliance capabilities can be built is important to

ensure firms continue to be successful as alliance portfolios expand

Firms that accumulate experience and adopt solutions that support the dissemination of experi-
ences gained from building or managing their alliance portfolio perform better.'® For instance, Dow
Chemical and Corning are legendary for cultivating alliance management capabilities through the
informal accumulation of experience over the years. Although many firms have relied on learning-
by-doing as their chief source of capability development, the formation of a large number of rela-
tionships in very short order cannot allow firms to develop alliance capabilities so patiently as those
firms who have accumulated their experiences more gradually. Moreover, relying upon the trial-
and-error learning approach is often fraught with problems in the alliance context: compared to
production activities where learning-by-doing has been found to exist, alliances make this approach
difficult for several reasons: a) they often have opaque performance metrics; b) the true underlying
causes of good and poor performance are hard to discern; and c) alliances are heterogeneous with
respect to partners’ motives as well as management challenges. Hence, not all the lessons that are
learned in one alliance will be appropriate for another collaborative agreement.

Faced with these challenges, many firms attempt to pursue a more formalized process to manage
their alliance portfolio by developing their alliance capabilities. Firms adopt various solutions to
speed up their alliance capability development: for instance, firms such as Hewlett-Packard and
Eli Lilly have organizational units dedicated to alliances. Other firms devise knowledge management
practices to capture and leverage best practices in a more disciplined manner by using databases or
company intranets, and still others opt for a variety of formal training programs to develop alliance
professionals or are turning to external experts for support.'' We classified these alliance practices
for capability development for alliance portfolios into four categories: (1) functional and staffing
solutions, (2) tool-based solutions, (3) management processes and training solutions; and (4) third
party solutions. Table 1 provides an overview of the four solutions.

Table 1. Four types of alliance management solutions

Solution category Descriptions
I. Functional and Units or functions within units which are mandated with responsibility for managing and
staffing solutions coordinating alliance activities within the firm e.g. alliance manager, Vice-President of

alliances, alliance department.

II. Tool based solutions Instruments containing guidelines on alliance management issues within different stages
of the alliance life-cycle. E.g. partner selection protocol, joint business planning, codified
best practices.

II. Training solutions  Programs organized internally or externally to nurture understanding of and account-
ability for critical issues in alliance management for the employees involved. E.g. in-house
company courses, intercultural training programs, courses by external experts.

IV. Third-party solutions Outside experts who provide specialized content related, for instance, to conflict medi-
ation, legal issues, financing, and alliance management. E.g. consultants, financial experts,
mediators, legal experts.
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Functional and staffing solutions

Some firms mandate individuals or entire staff units to hold responsibility for and coordinate the
firm’s alliance activities. For example, at the end of 1990s, management of a leading British phar-
maceutical company observed that all their alliances were managed independently from one an-
other, which meant the company was unable to leverage upon its previous experiences or
standardize its policies and procedures for these relationships. In order to share knowledge inter-
nally more effectively, steps were taken to consolidate skills that were available in the firm. Although
alliance managers began to share knowledge informally, the pharmaceutical company subsequently
decided to create an alliance function to disseminate experiences and stimulate the adoption of
standard processes by managers throughout the firm. The Vice-President of Alliances heading
the corporate group explained:

Initially, alliances were managed individually. At that point, we primarily relied on exchanging best
practices. However, as we reckoned alliances were a major contributor to the business development
of our firm, we started building alliance competences by consolidating our knowledge. This way, we
were able to anticipate and we could develop a discipline which we termed alliance management. ...
We established an alliance department through which institutional learning could take shape, in
which knowledge could be developed and processes could be adopted more easily.

The use of these ‘dedicated alliance functions’ can enhance the management of alliance portfolios
in a number of different ways. First, such functions can aid in accumulating experiences gathered
from a variety of alliances in the portfolio so that they are more easily transferable to new situations,
a method sometimes referred to as ‘assimilation’.'? In this case, such functions can be responsible
for the storage of knowledge.'” Second, an alliance function can help to coordinate alliance knowl-
edge in the firm. This means knowledge is shared on a structured basis, allowing individuals to
communicate in a more effective manner.'* For instance, whereas alliance training events can stim-
ulate knowledge transfer over a restricted time period, an alliance department provides an institu-
tionalised instrument to leverage knowledge gathered from a firm’s various alliances. Alliance
functions act as a central coordination mechanism to institutionalise alliance knowledge.15 Third,
the creation of a dedicated alliance function increases external visibility and also provides a firm-
wide signal that alliances are deemed important. In this way the firm can mitigate the ‘not-invented
here’ syndrome, and convey management’s commitment to both internal and external knowledge
exchange.'®

creating a dedicated alliance function both increases external visibility

and provides a firm-wide signal that alliances are deemed important

Tool-based solutions

Many firms also use a variety of practices that provide guidelines which encourage learning about
alliances, improving their alliance know-how for dealing with day-to-day management issues. Tool-
based solutions can include partner selection protocols or codification of best practices that help
firms store knowledge in a central place where it can be easily accessible for other managers. Spe-
cifically, they are instruments that often contain codified knowledge on issues on different alliance
life-cycle stages,'” which means that the executive who manages the alliance is not left alone in han-
dling the business relationship as it evolves. An alliance expert working in large U.S. chemical firm,
whose portfolio includes over 800 alliances enacted by eight different business units, noted the
importance of such tool-based solutions:
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We organically developed our alliance capabilities by distilling best practices from individual
alliances and use this input to feed network-sharing sessions and our intranet.

Thus, in order to capture and disseminate their experiences more systematically, it has started
sharing best practices among the eight different business units. In particular, it uses the company’s
intranet to make best practices accessible and update them so that employees can leverage and share
insights from other alliances. This eliminates the need for members in an alliance team to develop
their skills from scratch.

Adopting these alliance practices can support alliance portfolio management in various ways.
First, adopting a more formal and standardized approach to partner selection can help the firm
consolidate its knowledge from prior experiences, contributing to a more efficient process and re-
ducing the likelihood of selecting inappropriate partners. Second, they can stimulate sharing of in-
dividual experiences and knowledge from different alliances across the firm’s portfolio, which in the
end fosters the collective competence of the firm. The use of codified best practices can aid the dis-
persal of information on alliance progress throughout the firm, and can stimulate managers to doc-
ument their alliance related knowledge.'® Third, the management of the alliances themselves can be
supported by using tool based solutions. The adoption of joint business planning sessions can aid in
defining alliance objectives at an early stage, which can ease alliance execution. These sessions can
also support alliance management through their potential to reduce conflicts and aid in joint prob-
lem-solving activities.'"” By sharing their knowledge and expectations in joint business planning
sessions, partners become more aware of the future direction of the alliance.*

Training solutions

There are a variety of training solutions that can help practitioners improve their alliance portfolio
performance, such as in-house training, external training and training specifically geared for inter-
national alliances. Training helps provide insights into specific aspects of alliance management, and
enables learning from different alliances to occur at firm, alliance and individual levels. At the firm
level, training stimulates knowledge exchange and allows different people inside the firm to benefit
from the knowledge of others. At the alliance level, sharing critical alliance management skills
equips the managers involved with the insights to ensure their alliance performs well. Similarly,
having employees share experiences first-hand helps them to remember the lessons learned so as
to avoid the same mistakes in future projects. At the individual level, people inside the organization
will be more motivated to learn if they know that successes are captured in lessons learned, poten-
tially leading to more conscious behaviour by the manager in charge of the alliance. It is important
to understand that a systematic exchange of lessons drawn from different alliances in the portfolio
only occurs when some formal structures (such as an intranet or codification of best practices) are
in place. Perhaps the most effective manner to exchange knowledge is in peer to peer situations.”'
Practitioners involved in alliance portfolios thus need to adopt practices - such as communities of
practice or training sessions - where alliance managers meet to overcome the incidental nature of
informal knowledge exchanges and increase firm-wide awareness of the importance of consistent
knowledge exchange between them.

a systematic exchange of lessons from different alliances only occurs
when formal structures such as an intranet or codification of best

practices are in place

There are multiple examples of firms using training to nurture alliance capability development.
For instance, a leading U.S. pharmaceutical firm decided in 1998 to start a firm-wide program
aimed at establishing itself as the preferred partner in its industry. Under intensive competitive
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pressure, and facing the need to fill gaps in its drug pipeline, it defined a specific alliance manage-
ment process and established a dedicated alliance management office to systematize its alliance
management approach. Under the auspices of this office, the company trained over 500 employees
in one year. These training sessions also involved members outside the firm, with managers from
partner firms being invited to join in its alliance training programs (as was also the case with the
U.S. chemical firm mentioned above).?” Not only did this lead to extensive learning within the
company itself, it also helped to build trust with its partners.

Third party solutions

Third party solutions make up a fourth set of alliance practices that can be used to build a successful
alliance portfolio. Management can use different third parties - such as consultants, lawyers, medi-
ators or financial experts - to complement their own knowledge. Such third parties can substitute in
part for a firm’s lack of specific knowledge regarding contractual agreements, in the case of lawyers,
or due diligence and valuation, in the case of financial experts. Companies that are initiating co-
operation, and who have not yet built up their alliance portfolios, may find it especially useful
to tap into the assistance of external parties such as consultants, financial experts etc. However,
larger firms also consult external parties to tap in to their specialized expertise. For instance, a large
European airline operator made use of external consultants to improve its employees’ alliance man-
agement skills. This consultancy also helped it derive key lessons from one particular alliance, and
the lessons learned in this case were then implemented via in-house training sessions organized by
the consultancy. One of the responsible corporate alliance managers explained:

A leading management consultancy consulted us with our work and organized workshops for line
managers involved in the alliances, but also two-day seminars were organized to share
implementation and management issues.

External parties can be beneficial for a number of reasons. First, the potential value that a third
party can contribute resides not only in practical problem solving or in developing alliance specific
know-how, but it can also assist in conflict resolution by acting as an independent mediator.>® Sec-
ond, because an external party tends to be more objective and can bring rigor to the planning pro-
cess, involving them can underscore the partner’s commitment to the alliance. Third, an external
party can help ensure the goals set are realistic and induce partners to the realization of easy gains
to promote mutuality.

The four solutions described above have varying cost implications, and obviously require effort
in terms of both time and financial resources. Also, it is possible that specific solutions will be
more appropriate at specific stages of alliance portfolio growth, and it is therefore interesting
to analyse how many firms adopt different solutions as their portfolios grow. In order to do
this, we have categorized firms as having small, medium and large alliance portfolios. In order
to identify the emphasis practitioners place on implementing specific solutions depending on
their portfolio size, we look at adoption rates of fourteen alliance practices, categorized into these
four solutions (in percentages). This also makes it possible to distil important recommendations
for alliance practitioners about what solutions improve alliance portfolio performance at specific
alliance portfolio sizes.

looking at adoption rates of different alliance practices [allows us to]
distil important recommendations about what solutions improve

alliance portfolio performance at specific portfolio sizes
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Solutions and alliance capability development

We first analysed the total number of alliance practices adopted by firms by summing up the total
number of practices used across all four solution categories. To see whether solutions are important
in general to alliance portfolio performance, we compared the use of fourteen practices against
portfolios with low (0—40%), medium (41—60%) and high success rates (61—100%). Table 2
shows the average number of solutions practitioners have implemented in the three different per-
formance groups. The results show that, while adoption levels vary greatly, firms with higher port-
folio performance implement more alliance practices to a greater extent. (The last column in the
table represents the F-value of the one-way ANOVA, a statistical test used to verify differences
between the performance groups concerning the adoption of the solutions.)

Although these results are interesting as they suggest that the solutions adopted, and the associ-
ated underlying alliance practices, play an important role in the firm’s ability to manage alliance
portfolios successfully, questions remain as to which solutions should be implemented at which
portfolio growth stage, as well as which specific alliance practices enhance the performance of
the alliance portfolio as a whole. The results of our analyses are illustrated in Tables 3 and 4: the
first analyses the solutions adopted by the firms in managing different sized alliance portfolios -
where portfolio size is categorized as small (1—15 alliances), medium (16—25) or large (26 or
more alliances) - while the second illustrates the adoption rates of the solutions in low, medium
and high performing alliance portfolios.

To analyse the relevance of the solutions for different portfolio sizes and their performance ef-
fects, we performed chi-square tests to determine the probability of obtaining the observed results
by chance. (A significant chi-square value means a low probability that the differences in adoption
of solutions occur by chance.) This enabled us to compare the extent to which solutions are used in
portfolios of different sizes and the likelihood of them being implemented in low, medium or high
performing portfolios.

In both tables, the importance of certain solutions is illustrated: alliance practices that are signif-
icant in size or performance categories are marked in bold type. Boxes indicate the precise effect of
specific practices: a boxed figure indicates where a specific practice significantly influences a firm’s
ability to move from once ‘stage’ to the next, in terms of size or of performance. Thus, firms have
a greater chance of successfully managing a growing alliance portfolio when they pay attention to
that respective practice. A box covering more than one category means that there is a significant
overall difference for the three categories, but no specific significant difference between the two cat-
egories within the box. By distinguishing between practices that have performance implications for
successful portfolio management independent of portfolio size and practices that have implications
for alliance portfolios of specific sizes, we can more clearly delineate which practice is relevant dur-
ing which specific transitions. Looking at the results in these two tables together, we can derive
a number of insights as to which solutions are particularly beneficial in managing the transitions
as alliance portfolios grow in size, and how firms with different alliance portfolios sizes can increase
their alliance portfolio performance.

Table 2. Average adoption by absolute number of alliance practices per performance category (ANOVA)

Low performance Medium performance High performance F-value
(0—40%) (41—60%) (61—100%)
Number of alliance 4.15 (2.87) 5.11 (2.67) 6.09 (2.65) 2.795 **
practices adopted *
N 52 37 87

* There are 14 alliance practices in total; N = 176; Cells provide means (in absolute numbers) and standard deviations for
the number of alliance practices adopted. Sig. T p <.1; * p <.05 ** p <.01; ¥** p <.001.
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Table 3. Implemented solutions across portfolio size (in percentages)

SOLUTION CATEGORY Small portfolio Medium portfolio Large portfolio Kol (Sig.) Y (sig.) e (sig.)
(1—15 alliances) (16—25 alliances) (>26 alliances)

I. FUNCTIONAL & STAFFING

1. Alliance department (a) 27.3 42.6 64.5 25.02 7" 9.70 3.72°

2. Vice president of alliances (a) 22.7 48.7 71.0 13.87 " 3261 361 F

3. Alliance manager (a) 33.0 51.1 83.9 24,15 421" 8.74 "

II. TOOL-BASED

4. Partner selection protocol (b) 34.1 63.8 71.0 17.94 7 10.97 0.43 (n.s.)

5. Joint business planning sessions (b) 39.8 61.7 64.5 8.82" 591" 0.06 (n.s.)

6. Codified best practices (b) 25.0 42.6 54.8 1032 440" 1.13 (n.s.)

7. Intranet for alliance resources (c) 33.0 52.4 71.0 16.18 1.54 (n.s.) 1.46 (n.s.)

III. TRAINING

8. In-house company courses (a) 11.4 19.1 45.2 16.46 757" 6.08 "

9. Intercultural training programs 11.4 12.8 3.2 2.11 (n.s.) 0.06 (n.s.) 2.08 (n.s.)

10. Courses by external experts 30.7 40.4 35.5 1.31 (n.s.) 1.30 (n.s.) 0.19 (n.s.)

IV. THIRD PARTY

11. Consultants 37.5 38.3 29.0 .84 (n.s.) 0.01 (n.s.) 0.71 (n.s.)

12. Legal experts 38.6 38.3 38.7 .002 (n.s.) 0.01 (n.s.) 0.01 (n.s.)

13. Mediators 8.0 2.1 0.0 4.20 (n.s.) 1.87 (n.s.) 1.67 (n.s.)

14. Financial experts 33.0 38.3 22.6 2.12 (n.s.) 0.39 (n.s.) 2.12 (n.s.)

N 88 47 31 166 135 78

Sig. tp<.1; *p <.05 ** p <.01; ¥ p <.001;

(a) Alliance practice adoption demonstrates discrete increase for each portfolio size category;
(b) Alliance practice adoption increases with portfolio size and in particular from small to medium-sized portfolios;

(c) Alliance practice adoption increases with portfolio size in general but not for any specific transition for one category to the next.
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Table 4. Implemented solutions across portfolio performance (in percentages)

SOLUTION CATEGORY Low performing Medium performing High performing i meh (sig) Aim (sig) Kin (sig.)
portfolios (0—40%) portfolios (41—60%) portfolios (61—100%)

I. FUNCTIONAL & STAFFING

1. Alliance department (a) 34.6 43.2 55.2 574 F 0.68 (n.s.) 1.48 (n.s.)

2. Vice president of alliances (a) 26.9 43.2 54.0 9.72 " 2.58 (n.s.) 1.21 (n.s.)

3. Alliance manager (b) 38.5 59.5 62.1 772" 3.83 " 0.08 (n.s.)

II. TOOL-BASED

4. Partner selection protocol (a) 40.4 51.4 63.2 6.96 1.05 (n.s.) 1.52 (n.s.)

5. Joint business planning sessions 48.1 59.5 50.6 1.21 (n.s.) 1.12 (n.s.) .82 (n.s.)

6. Codified best practices (c) 28.8 27.0 44.8 536 1 0.04 (n.s.) 3.44 7

7. Intranet for alliance resources (b) 32.7 62.2 58.6 10.81 7.59 " 0.14 (n.s.)

III. TRAINING

8. In-house company courses 21.2 27.0 28.7 0.99 (n.s.) 0.41 (n.s.) 0.04 (n.s.)

9. Intercultural training programs (c) 11.5 2.7 19.5 6.53 2.33 (n.s.) 593"

10. Courses by external experts 26.9 29.7 42.5 4.09 (n.s.) 0.08 (n.s.) 1.79 (n.s.)

IV. THIRD PARTY

11. Consultants 32.7 35.1 44.8 2.34 (n.s.) 0.06 (n.s.) 1.00 (n.s.)

12. Legal experts 40.4 37.8 36.8 0.18 (n.s.) 0.06 (n.s.) 0.01 (n.s.)

13. Mediators (a) 0.0 2.7 6.9 6.50 1.42 (n.s.) 0.86 (n.s.)

14. Financial experts 30.8 29.7 40.2 1.90 (n.s.) 0.01 (n.s.) 1.23 (n.s.)

N 52 37 87 176 89 124

Sig. T p<.1; ¥ p <.05 ** p <.01; ¥** p <.001;

(a) Alliance practice has performance implications;
(b) Alliance practice helps raise performance to medium level;
(c) Alliance practice helps to raise performance to high level.



Solutions and size transition implications

Table 3 shows the percentage of implemented solutions across the different portfolio sizes. The re-
sults show a number of distinct differences in adoption rates for the different solutions across al-
liance portfolios of different sizes. Overall, from the four solution categories, eight of the fourteen
alliance practices facilitate transition to larger alliance portfolio sizes. More particularly, there are
a number of specific insights related to the different solution categories. First of all, there is a marked
increase in adoption of all functional and staffing solutions at each alliance portfolio size. This
means that — independent of the size of the portfolio — the firms that we have analysed place
more emphasis on using the different functional and staffing solutions when their alliance portfo-
lios expand. Our results indicate that there are discrete changes from both small to medium port-
folios and medium to large. This confirms the generic notion that it is important to appoint
dedicated personnel or departments to manage expanding alliance portfolios, and that more em-
phasis should be placed on such departments or staff as firms establish more alliances.

Second, with respect to tool-based solutions, all practices classified in this category exhibit higher
adoption rates as portfolio size expands. With the exception of an intranet, all alliance practices in
the tool based solution category are adopted to a greater extent when firms move from small to me-
dium-sized portfolios, as the boxes indicate. However, as the non-significant chi-square values dem-
onstrate, there is much less difference in the adoption of tool based solutions between medium and
large-sized portfolios. Partner selection protocols, joint business planning sessions as well as codified
best practices are adopted more often when firms move from small to medium-sized portfolios. While
firms with medium-sized alliance portfolios more frequently install an intranet than firms with small
portfolios, there is no significant difference for any of the size categories. This suggests that firms adopt
an intranet more frequently as the portfolio size increases, but that the adoption of this practice does
not appear to be specific to any one size category. The other alliance practices in this solution category,
however, are adopted significantly more often in medium-sized than in small portfolios. Hence, alli-
ance practitioners should focus on standardizing protocols and joint business planning sessions when
they transition from a small to a medium-sized alliance portfolio.

Third, in the case of training solutions, the results show that firms in our dataset tend to develop
an in-house company course as their alliance portfolio expands. However, the other two practices
in the training solutions category were not implemented more often as firms’ portfolio sizes
changed. This is interesting, because it could be expected that the use of external experts or atten-
dances at external training events would be higher among firms with small alliance portfolios than
among firms with large portfolios, as smaller firms may lack knowledge or resources. The insigni-
ficance of the other training solutions implies that firms generally tend to rely on these practices
independent of the size of the portfolio they manage, yet for two of the three practices in the train-
ing category adoption rates are lower than most functional and staffing solutions.

Last, comparing the adoption of third party solutions, the results show there are no significant dif-
ferences for different portfolio size categories. Firms in our dataset do not appear to resort to external
sources for alliance management to any greater or lesser degree as their alliance portfolio expands.

Solutions and performance implications
In order to understand which solutions help improve the firm’s ability to perform successfully, we
analysed which alliance practices in the four solution categories differed across the various perfor-
mance categories. Again we used the same performance categories for low (0—40%), medium
(41—60%) and high performing firms (61—100%). Eight out of the fourteen adopted alliance prac-
tices proved to differ significantly in usage across these portfolio performance categories. First, our
results indicate that functional and staffing solutions have performance implications. Interestingly,
appointing alliance managers is considerably more important in helping firms move from a low to
a medium performing portfolio than in helping them achieve high performing portfolios.
Second, in the tool based solution category all practices except joint business planning sessions
have performance effects. This means that partner selection protocols, codified best practices and
intranet are all solutions that can raise a firm’s alliance portfolio performance. There are, however,
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a number of more specific insights that flow from the differences across the portfolio performance
categories for the tool based solutions. First, an intranet is particularly helpful for organizations to
move from low to medium performing alliance portfolios. With respect to high portfolio perfor-
mance, the results of our analyses suggest that firms can attain this level by focusing more on
the implementation of the codified best practices These findings clearly point to a learning effect:
firms that codify their best practices will stimulate intra-organizational learning, because lessons
learned from other alliances are documented and can be easily accessed by other managers. These
lessons learned will prevent alliance managers from being repeatedly trapped in similar pitfalls and
thus improve alliance portfolio performance as a whole.

Third, in the training category, we find that intercultural training programs are important. While
it is the only alliance practice for training solutions that significantly differs in terms of perfor-
mance, it suggests that, by sharing important insights learned about differences between partner
countries, intercultural trainings programs help avoid pitfalls specific to certain circumstances.
This way, besides the other practices mentioned in the other categories, specific training solutions
can help firms move from medium to high performing alliance portfolios.

Last, in the third party solution category, only the figures for the use of mediators differ between
performance categories. This is interesting, because the use of mediators (as well as intercultural
training programs) appears to be linked with portfolio performance transitions, but not with port-
folio size transitions. This suggests that both solutions may be being neglected by practitioners de-
spite the fact that both have important portfolio performance implications. Interestingly, the
opposite holds true for joint business planning sessions and in-house training solutions: we observe
significant differences between the adoption of these solutions as the portfolio size changes, but
their adoption tends not to have significant performance implications. This indicates that joint
business planning and in-house training solutions are so called ‘hygiene-factors’ — they can help
the portfolio expand, but do not exhibit higher performance effects.

Cisco’s solutions and alliance portfolio management

An example of a successful organization that has developed its alliance capabilities as its
portfolio has become more extensive is Cisco Systems Inc.. The company significantly ex-
panded its alliance portfolio after 2000, and by 2006, Cisco’s partnerships accounted for
more than 13 percent of its total business activity. In an interview at the American Manage-
ment Association, Greg Fox, Cisco’s OEM Commodity Manager, said: We now actively go and
seek new alliances, manage existing alliances and coordinate alliance activities companywide.”In
order to do this ‘Cisco really brought a more formalized alliance management program to-
gether.”* Besides establishing a dedicated alliance department, Cisco also used the tactic
of involving senior level management to support collaborations. When the CEO is involved,
you can get a lot of senior-level support for a relationship. John [Chambers, CEO of Cisco] has
helped incubate some alliances and asked us to go off and look at new alliances... he sometimes
takes a leading role and that has helped break down the barriers within Cisco.’

One of the critical aspects of alliance management that Cisco does well is maintaining a bal-
ance between centralization and decentralization. On the one hand it centralizes specific activ-
ities, such as developing the overall alliance framework, global governance, new partner
selection, training, and technology development, but on the other, customer-contact matters
such as field sales, support, and regional marketing are decentralized. This balance creates ben-
efits: the centralized activities have helped Cisco develop standard protocols, such as the six-
step process that helped them to enhance their alliance portfolio - ‘We have a series of best
practices that we have created around the alliance life cycle — from new alliance evaluation to
formation, incubation, operations, transitioning the alliance and alliance retirement.” — while
the decentralized elements ensure that clients feel that Cisco is very involved in the deal.
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In summary, Cisco has incorporated many of the tools noted in Table 1. During the tran-
sition phase when Cisco decided to enlarge its alliance portfolio, one of the key messages
was the commitment from top management. However, the formalization of best practices
and the training solutions offered to alliance managers and staff was also important - as
Greg Fox noted: We have a curriculum for training. We are really high on strategic alliances
as a self-developing organization, meaning that we are investing in our people to try to give
them the skills and the tools needed to be a successful alliance professional..

Rules of engagement

The outcomes of this study lead to a number of important insights into the ways companies can
build capabilities for alliance portfolios. First of all, it is interesting to note that many firms we stud-
ied followed a similar path in developing their alliance capabilities. One of the managers summa-
rized this path thus:

Initially, we primarily gained experience and learned our lessons managing one major alliance.
However, as more alliances were formed and alliances gained in importance in terms of sales
revenues and positioning, the knowledge accumulated was spread around to other managers
using alliance trainings. The contents of these trainings was put together with the use of
a leading management consultancy, which helped us distil and structure the knowledge to be
shared in these trainings. ... At this point in time, various functions have been installed which
ensure that knowledge remains deeply routed inside the organization’s system. ... We continue
to share specific experiences and insights in meetings.

As this remark illustrates, building alliance capabilities for expanding alliance portfolios requires
additional efforts beyond simply accumulating alliance experience. Indeed, the results of our anal-
yses of 192 firms worldwide help differentiate which solutions are more frequently adopted when
alliance portfolios expand, and which actually help raise the performance of the portfolio. Our find-
ings point to a number of general insights that are relevant for managers overseeing expanding al-
liance portfolios. For instance, it is important for firms to rely on functional and staffing solutions
as their portfolios expand. We also find that the use of in-house knowledge is generally preferable to
the use of outside experts. From our findings, we can derive a number of specific ‘rules of engage-
ment’ for professionals involved in alliance portfolio transitions. Beyond being relevant to manag-
ing growing portfolios, some solutions carry specific performance implications for small, medium
or large alliance portfolios. These rules of engagements pertain to insights on (1) how to avoid
underperformance in expanding portfolios and (2) how to achieve high performance in expanding
portfolios. We summarize these rules of engagement below.

the use of in-house knowledge is generally preferable to the use of

outside experts

Rules on how to avoid consistent underperformance in expanding portfolios

Besides a number of more generic rules that are important when facing an expanding alliance port-
folio, there are a number of important rules for firms to avoid consistent underperformance during
alliance portfolio transitions. First, firms should assign alliance managers to oversee the portfolio.
Although all the functional and staffing solution category practices are relevant as the portfolio ex-
pands, installing an alliance manager avoids the high fixed costs involved in setting up an alliance
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department, which makes an alliance manager particularly appropriate for firms with small but ex-
panding alliance portfolios. Although the results suggest such an appointment does not guarantee
sustained superior performance, adopting this alliance practice is particular advantageous at an
early stage as it allows the alliance manager to be present during the initial portfolio transitions.
The alliance manager can also share experiences about management of alliances formed subse-
quently, and this early presence is likely not only to foster the firm’s absorptive capacity at later
stages, but also to increase external visibility and provide a sign that alliances are deemed important
to the firm’s future.

Second, firms can avoid under-performing alliance portfolios by enhancing access to important
alliance-related knowledge via an intranet. Rather than investing scarce resources in specific prac-
tices for specific tasks, such as partner selection programs, a firm can use its intranet to outline al-
liance backgrounds and coordinate alliance activities. Instead of gathering general information
about how to initiate, coordinate, govern and achieve success in strategic alliances in general, the
execution of the alliance at hand is given priority and a number of lessons can be shared. Where
resources to develop alliance capabilities are likely to be limited - as in the case of small firms
with growing alliance portfolios - it is particularly important that such information be made avail-
able widely within the organization. This can enable top management to delegate daily management
of alliance operations to others and focus more on strategic issues related to the alliance portfolio.

Rules on how to excel in expanding portfolios

The outcomes of this study point to two specific rules for firms that seek to consistently achieve
superior outcomes from their alliance portfolio. First, to truly excel in managing alliance portfolios,
it is essential for firms to share, update and implement codified best practices throughout the or-
ganization. Our findings clearly indicate that codified best practices are implemented significantly
more often in the highest performing alliance portfolios and when the size of the portfolio is ex-
panding. Codified best practices help leverage the knowledge which typically resides in the minds
of a small number of specialists responsible for the firm’s portfolio management to make it available
to a greater number of people. This way, critical knowledge is disseminated to employees who need
it. Being committed to deriving which lessons are vital, the implementation of this solution will
disperse critical knowledge and practices among employees, thereby increasing the overall efficiency
of those responsible for alliance management. In other words, to truly excel in managing alliance
portfolios, it is important for managers to carefully rethink how solutions can help leverage the in-
terdependencies between the alliances in its portfolio. It is imperative here that firms move beyond
mere learning-by-doing and adopt a more structured and deliberate approach to accumulating and
passing on alliance-related knowledge.”> For firms with alliance portfolios of substantial size, or
which are expanding, the advantages of sharing and adopting codified lessons learned greatly re-
duces the likelihood of repeating mistakes. Treating alliances as single cases, which many medium
performing firms continue to do, leaves unexploited the opportunity to consistently share and learn
from important organizational know-how derived from existing alliances.

outstanding firms do not over-standardize their activities and [thus]

avoid applying lessons from one alliance to another inappropriately

Second, beyond codifying best practices, it is important that firms which seek to excel in their
alliance portfolio outcomes provide their professionals with an intercultural training program.
Such a training program helps leverage specific knowledge on country differences for the different
alliances in the firm’s alliance portfolio. Our results indicate that firms that consistently outperform
their peers are not only aware of general pitfalls, but are able to combine these with specific
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knowledge gathered in different alliances such as in their internationals deals. Outstanding firms do
not over-standardize their activities and are aware of the danger of falling victim to negative ‘self-
reinforcing cycles’. They avoid applying lessons from one alliance to another inappropriately, even
where the underlying aims or management challenges of the collaborations appear similar. This
means that although lessons are shared across different alliances in the portfolio, alliance profes-
sionals are careful in not haphazardly replicating unsuitable practices. Rather they resort to specific
solutions, such as intercultural training programs, which can curb this problem by helping man-
agers appreciate that different alliances may need to be managed differently. It is important that
managers not only adjust alliance practices to best fit the alliance at hand, but also that new insights
and experiences are shared so that best practices are frequently updated.”® The results show that
firms are less likely to fall victim to self-reinforcing cycles if novel lessons are frequently updated
by codifying knowledge, thereby giving other managers greater opportunity to solve specific alliance
related issues.

Conclusion

Given firms’ mixed track records in succeeding with alliances, the need for organizations to enhance
their alliance capabilities has become clear, the more so as firms’ alliance portfolios become more
extensive. One path to develop alliance capabilities is simply by accumulating experience (‘learning-
by-doing’), but not only can this approach be time consuming, but there are also many pitfalls and
limitations associated with relying on experience as a source of capability development: perfor-
mance metrics are often ambiguous, the causes of superior performance can be difficult to discern,
the heterogeneity of alliances limits comparability, and firms may apply inappropriate lessons from
prior collaborative agreements to apparently similar deals. As firms shift their focus from individual
dyadic partnerships to alliance portfolios, they therefore need to put in place more deliberate means
of learning. It is well known that leading firms have adopted dedicated alliance functions in order to
enhance their alliance capabilities, yet there is a broad range of other deliberate learning mecha-
nisms available to firms. For instance, managers can also consider tool-based solutions (e.g., partner
selection protocols, use of an intranet, codification of best practices, etc.), training solutions (e.g.
in-house courses, intercultural training, and courses by external experts), and third party solutions
(e.g. consultants, mediators, etc.).

leading firms adopt dedicated alliance functions to enhance their
alliance capabilities, yet there is a broad range of other deliberate

learning mechanisms available to firms

We analyse firms’ adoption of fourteen different alliance management practices, representing the
four distinct categories detailed above. While not examined explicitly, deliberate attention to learn-
ing is also likely to improve dyadic processes. For instance, by being committed to transferring les-
sons internally, better decisions can be made regarding such issues as partner selection. Similarly,
trust is likely to be built up more easily if joint business planning sessions are used to organize ini-
tial decision-making about the alliance at hand.”” While the mechanisms studied can help firms
manage alliances better, it is also evident that there is no single or simple way of enhancing the
odds of alliance success; firms have considerable latitude in adopting various practices, and the suit-
ability of particular practices is likely to hinge on the specifics of firms’ aspirations, strategies and
other factors. At the same time, we find that certain practices are more likely to contribute to al-
liance portfolio growth and success than others, thereby helping firms set their priorities in making
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investments in developing their alliance capability. Our inventory of alliance management practices
can help firms to move from dyads to portfolios of collaborative agreements, and to judge the
appropriateness of different solutions in helping them enhance their alliance capabilities.
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Appendix
Methodology

Survey

In order to understand how firms build capabilities to manage alliance portfolios, we analysed 192
firms whose alliance portfolios included over 3,400 strategic alliances over the period 1997—2001.
We used a two-pronged research methodology enabling us to compare successful and less successful
alliance portfolios to help us discover how certain solutions that help develop alliance capabilities
are being adopted according to both the size and the success of alliance portfolios. A questionnaire
was developed in cooperation with a number of practitioners and distributed to 650 managers
worldwide who were responsible for managing their firm’s alliance portfolio. The members’ data-
bases of the Internet Society (ISOC) and the Association of Strategic Alliance Professionals (ASAP)
were used to direct our survey questionnaires to the right person. The survey was used to collect
data on managerial assessments of a firm’s alliance portfolio performance as well as to capture
the adoption of solutions to manage alliance portfolios.

After following the necessary procedures regarding questionnaire construction and distribution,
we received a total of 192 replies, a response rate of 29.5%. There is an emerging consensus that
using key informants for managerial assessments is a sound way to measure alliance performance.
The sample of firms covered a variety of industries: chemicals (3%); ICT (17%); ICT services
(26%); financial services (5%); other services (e.g. consultancy - 30%); pharmaceuticals and bio-
technology (3%); other manufacturing (10%) and public sector (e.g. education and non-profit or-
ganizations - 4%), with missing data accounting for the remaining 2%. Firm size of the responding
companies varied - 42.2% of the organizations were small (i.e. between 1—500 employees), while
52.6% employed more than 1,000 employees. With respect to sales revenues, 24% of the respon-
dents had sales revenues below $1 million, 22.9% between $1 million—$100 million, 12.5% between
$100 million—$1 billion, 35.4% between $1 billion and $50 billion, while 4.7% of the respondents’
revenues exceeded $50 billion.

The 192 firms were analysed to identify which solutions were adopted by firms with low, medium
and high-performing portfolios. Alliance portfolio performance was defined as the percentage of
the firm’s alliances judged by respondents as being successful (in terms of its original goals being
realized). Of the 192 responses, 52 respondents judged their firm’s alliance success rate to be the
0—40% category, 37 in the 41—60% category and 87 in the 61—100% category (the remaining
16 cases involved missing data). In total, these 192 firms in our dataset reported on 3,477 alliances.
To calculate the total number of strategic alliances reported on, we took the average of each cate-
gory and multiplied this figure by the number of respondents; for the largest portfolio category, we
set the average at 50 strategic alliances per portfolio. Different (sub-) samples were used for the dif-
ferent analyses depending on the categories included and the number of missing observations.

Through this survey, we were able to confirm the four distinct categories of solutions that firms
used to build their alliance capabilities, and thus compare companies’ alliance practices. In order to
find out how firms can enhance their capabilities to manage their portfolios and to increase overall
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performance, we performed Chi-square tests to examine the differences in the solutions adopted by
firms with small, medium and large portfolios, as well as when these portfolios fell into the low,
medium or high performance categories.

Expert interviews

In addition to the survey, we conducted interviews with 7 experts selected on the basis of their
established reputation, experience and knowledge in the field of alliance portfolio management.
These practitioners held corporate positions at alliance-active firms such as Cisco, Dow Chemical,
Royal Philips Electronics, GlaxoSmithKline and Oracle. The interviews consisted of two separate
semi-structured sections, each of which lasted between 60 and 90 minutes. A panel of interviewees
was also used to pre-test the questionnaire. All the interviews were recorded and transcribed to al-
low analysis, and the responses were also summarized during the interview to ensure that answers
were correctly interpreted.

The interviews helped us in a number of ways. First, they helped us to verify our interpretation of
the empirical findings. Second, the interviews helped us to understand the different stages firms
went through in developing their alliance capabilities. Although the expert interviews were not un-
dertaken to engage in inductive research, the outcomes are useful to understand the relevance of the
solutions better, and served to illustrate their importance for different alliance portfolio sizes.

Robustness checks

To ensure that our data were not biased as a consequence of non-response or respondent back-
ground, we performed a number of additional analyses. To verify whether our data were influenced
by non-response, we compared early and late respondents, a technique used frequently to assess the
likelihood of response bias in survey data. Chi-square tests for three key measures (y*-value of
2.386, p > .05 for number of employees; ¥ -value of 1.947, p > .05 for sales revenues; and 7*-value
of 3.133, p > 0.05 for alliance performance) showed that there was no difference between early and
late response categories, indicating no significant non-response bias in the dataset.*®

To examine whether respondents’ backgrounds influenced our findings, we performed two anal-
yses. First, we ran a formal test to verify whether respondent position influenced the outcomes of
our study, and included a separate variable (‘title’) which captured whether or not the respondent
held a position as alliance manager or Vice-President of Alliances. Regressing this variable on the
main dependent variable (alliance portfolio performance) did not render significant results
(B=.363, p>.05), nor did the interaction effect with alliance experience prove significant
(B= —.382, p>.05). Second, we ran a separate model which included an additional measure for
firm size, to test whether large firms were more likely to perform well. The results show that the
hypothesis that firm size impacts alliance portfolio performance can be rejected (B= —.007,
p > .05). Hence, the results suggest our findings are not skewed as a consequence of firm size or
any overestimations of performance or success by the respondents.

Limitations

Despite the fact that its findings extend the current understanding of how firms develop capabil-
ities to manage alliance portfolios by adopting different solutions, this study presents a number of
limitations. First, having certain mechanisms in place does not guarantee dissemination of knowl-
edge. Although we use the sum of the practices in place, and one can argue that that represents the
firm’s potential for learning, it would be interesting for future research to examine to what extent
certain mechanisms are used more often or differently. Second, the categorization of alliance port-
folio size is specific to this study. While the average number of strategic alliances for firms in our
dataset was 18 (thus nicely fitting in to our ‘medium-sized” group), the results might be sensitive to
changes in the definition of the categories. Nonetheless, using a subsample to verify the consistency
of our findings did not alter the outcomes of this study. Lastly, our performance measure reflects

Long Range Planning, vol 42 2009 111



Table 5. Key alliance variables

Key variables Definition and measurement
Alliance portfolio The percentage of strategic alliances in which original goals were realized during the period
performance 1997—2001. It was measured at an ordinal level and is based on a five-point scale (0—20%,

21—40%, ... 81—100%).

Alliance portfolio size The number of strategic alliances a firm has established during the period 1997—2001. It
was measured using a categorical variable (1—5, 6—15, 16—25, 26—40, >40).

Alliance practices All fourteen practices making up the four solutions were measured using a binary (0—1)
measure, indicating whether or not a firm made use of that alliance practice in the man-
agement of their alliance portfolio during the period 1997—2001.

the success rate of alliance portfolios, but does not consider the costs or risks of implementing par-
ticular alliance practices.

Measurement of key variables

Table 5 shows the definition and measurement of the key variables. The variable used in this
study to assess alliance portfolio performance was the percentage of alliances in which the original
goals were realized. Key informants answered the question ‘what is your company’s overall success
rate (percentage of alliances where the initial goals were realized) over the past 5 years?” on a 5-point
scale (0—20%, 21—40%, ... 81—100%).>° To obtain a proxy for the size of the firm’s alliance port-
folio, we measured the number of strategic alliances a responding firm had formed over the period
1997—2001, using a five-point scale (1—5, 6—15, 16—25, 26—40, >40). After taking into account
the distribution among the different categories, and the fact that the firms in our dataset on average
reported on 18 alliances, we redefined this variable as small (1—15), medium (16—25) and large size
portfolios (>26). The second explanatory variable, alliance practices, was constructed from a list of
fourteen practices based on the input of an expert panel and measured as binary variables to de-
termine whether a firm used certain practices or not. Hence, all variables were measured individ-
ually to determine which of the fourteen alliance practices were used by the responding firm.
Finally, we performed some supplemental analysis to check on the interpretations reported in
the article, including control variables such as firm size (annual sales revenue) and sector effects
(e.g. ICT and service industries) were in multivariate models (results available from the authors).

References

1. B. Kogut, Joint ventures and the option to expand and acquire, Management Science 37(1), 19—33 (1991);
J. J. Reuer and M. J. Leiblein, Downside risk implications of multinationality and international joint ven-
tures, Academy of Management Journal 43(2), 203—214 (2000); M. L. Barnett, Falling off the fence? A re-
alistic appraisal of a real options approach to corporate strategy, Journal of Management Inquiry 12(2),
185—196 (2003).

2. M. Margulis and P. Pekar, The Next Wave of Alliance Formations: Forging Successful Partnerships With
Emerging and Middle-Market Companies, Houlhan Lokey Howard & Zukin (2001).

3. S. O. Park and G. R. Ungson, Inter-firm rivalry and managerial complexity: a conceptual framework of
alliance failure, Organization Science 12(1), 37—53 (2001); G. E. Fryxell, R. S. Dooley and M. Vryza, After
the ink dries: the interaction of trust and control in US-based international joint ventures, Journal of Man-
agement Studies 39(6), 865—886 (2002).

4. K. H. Heimeriks, G. Duysters and W. Vanhaverbeke, Learning mechanisms and differential performance
in alliance portfolios, Strategic Organization 5(4), 373—408 (2007); K. H. Heimeriks, Developing Alliance
Capabilities, Palgrave Macmillan, Houndsmills (2008).

5. W. H. Hoffman and R. Schlosser, Success factors of strategic alliances in small and medium-sized enter-
prises — an empirical survey, Long Range Planning 34(3), 357—381 (2001); W. H. Hoffmann, Strategies for
managing a portfolio of alliances, Strategic Management Journal 28(8), 827—856 (2007).

112 Building Capabilities for Alliance Portfolios



=)}

. W. H. Hoffman, How to manage a portfolio of alliances, Long Range Planning 38(2), 121—144 (2005).

7. J. Draulans, A.-P. de Man and H. W. Volberda, Building alliance capability: management techniques for
superior alliance performance, Long Range Planning 36(2), 151—166 (2003).

8. K. M. Eisenhardt and J. A. Martin, Dynamic capabilities: what are they? Strategic Management Journal
Special Issue 21(10—11), 1105—1121 (2000).

9. J. H. Dyer, P. Kale and H. Singh, How to make strategic alliances work, developing a dedicated alliance
function is key to building the expertise needed for competitive advantage, Sloan Management Review
42(4), 37—43 (2001); K. H. Heimeriks and G. Duysters, Alliance capability as a mediator between
experience and alliance performance: an empirical investigation into the alliance capability development
process, Journal of Management Studies 44(1), 25—49 (2007).

10. P. Booth, Two Grandmasters at the Extremes, The Alliance Analyst, NewCap Communications, Philadel-
phia, PA, (November 1994). Available from: http://www.aliance.analyst.com; Corporate Strategy Board,
Institutionalizing Alliance Capabilities: A Platform for Repeatable Success, Available from: http://www.
partneringintelligence.com/documents/5.02_InstitutionalizingAllianceCapabilities.pdf; (2000) A. Gueth,
Entering into an alliance with big pharma, Pharmaceutical Technology 132—135 (October 2001).

11. D. Ernst and M. Stern, Managing Alliances: Skills for the Modern Era, The Alliance Analyst, NewCap
Communications, Philadelphia, PA, (March 1996). Available from: http://www.aliance.analyst.com
(March 1996).

12. M. Cohen and P. Bacdayan, Organizational routines are stored as procedural memory: evidence from
a laboratory study, Organization Science 5, 554—568 (1994); S. A. Zahra and G. George, Absorptive capac-
ity: a review, reconceptualization, and extension, Academy of Management Review 27(2), 185—203 (2002).

13. H. Singh, The relational organization: from relational rents to alliance capability, in C. Helfat (ed.), The
SMS Blackwell Handbook of Organizational Capabilities, Blackwell, Oxford, 257—263 (2003).

14. P. Kale, J. H. Dyer and H. Singh, Alliance capability, stock market response, and long-term alliance
success: the role of the alliance function, Strategic Management Journal 23(8), 747—767 (2002); P. Kale
and H. Singh, Alliance Capability and Success: A Knowledge-Based Approach, Working Paper Wharton
School, University of Pennsylvania (1999).

15. J. R. Harbison and P. Pekar Jr., Institutionalizing Alliance Skills: Secrets of Repeatable Success (3rd in a Series
of Viewpoints on Alliances), BoozAllen and Hamilton (1998).

16. D. Leonard-Barton, Wellsprings of Knowledge, Harvard Business School Press, Mass: Boston (1995);
L. Gratton and T. J. Erickson, Eight ways to build collaborative teams, Harvard Business Review
85(11), 101—109 (2007).

17. For issues related to different stages of the alliance life-cycles see e.g. J. D. Bamford, B. Gomes-Casseres
and M. S. Robinson, Mastering Alliance Strategy: A Comprehensive Guide to Design, Management, and
Organization, Jossey-Bass, San Francisco, CA (2003).

18. M. Zollo and S. G. Winter, Deliberate learning and the evolution of dynamic capabilities, Organization
Science 13(3), 339—351 (2002); J. R. Harbison and P. Pekar Jr., Smart Alliances, a Practical Guide to
Repeatable Success, Jossey-Bass Publishers, San Francisco (1998).

19. J. Mohr and R. Spekman, Characteristics of partnership success: partnership attributes, communication
behavior and conflict resolution, Strategic Management Journal 15, 135—152 (1994).

20. R. E. Spekman, L. A. Isabella and T. C. MacAvoy, Alliance Competence, Maximizing the Value of Your Part-
nerships, John Wiley & Sons, New York (1999).

21. D. Leonard and W. Swap, Deep smarts, Harvard Business Review 82(9), 88—97 (2004).

22. A. Gueth, Entering into an alliance with big pharma, Pharmaceutical Technology 132—135 (October 2001).

23. D. E. Conlon and D. P. Sullivan, Examining the actions of organizations in conflict: evidence from the
Delaware court of chancery, Academy of Management Journal 42(3), 319—329 (1999).

24. Source: http://www.ananet.org/leadersedge/editorial.cfm; http://newsroom.cisco.com/dlls/ts_042202.html,
[accessed 22.03.08].

25. see J. H. Dyer, P. Kale and H. Singh (2001) and K. H. Heimeriks and G. Duysters (2007), both op. cit. at
Ref 9.

26. A. C. Inkpen and M. M. Crossan, Believing is seeing: joint ventures and organizational learning, Journal of
Management Studies 32, 595—618, (1995) idem 4.

27. P. E. Bierly III and S. Gallagher, Explaining alliance partner selection: fit, trust and strategic expediency,
Long Range Planning 40(2), 135—153 (2007).

28.J. S. Armstrong and T. S. Overton, Estimating nonresponse bias in mail survey, Journal of Marketing

Research 14, 396—402 (1977).

Long Range Planning, vol 42 2009 113


http://www.aliance.analyst.com
http://www.partneringintelligence.com/documents/5.02_InstitutionalizingAllianceCapabilities.pdf
http://www.partneringintelligence.com/documents/5.02_InstitutionalizingAllianceCapabilities.pdf
http://www.aliance.analyst.com

29. J. M. Geringer and L. Hebert, Measuring performance of international joint ventures, Journal of Interna-
tional Business Studies 22(2), 249—263 (1991); G. Ray, J. B. Barney and W. A. Muhanna, Capabilities, busi-
ness processes, and competitive advantage: choosing the dependent variable in empirical tests of the
resource-based view, Strategic Management Journal 25(1), 23—37 (2004); M. J. Tippins and R. S. Sohi,
IT competency and firm performance: is organizational learning a missing link?, Strategic Management
Journal 24(8), 745—761 (2003).

Biographies

Koen H. Heimeriks is Assistant Professor of Strategy at the Rotterdam School of Management at Erasmus Uni-
versity, having previously worked at the Center for Strategic Management and Globalization at the Copenhagen
Business School. His research focuses on micro-processes underlying capability development and deliberate
learning in alliance and merger and acquisition portfolios. His work has appeared or is forthcoming in Harvard
Business Review, Journal of Management Studies, Long Range Planning, MIT Sloan/Wall Street Journal and
Strategic Organization. He also serves on the Editorial Board of Organization Science and the Journal of Man-
agement. Department of Strategic Management & Business Environment, Rotterdam School of Management,
Erasmus University, Burg. Oudlaan 50, NL-3062, The Netherlands, tel: 31.10.408.1951 fax: 31.10.408.9013 e-mail
KHeimeriks@rsm.nl.

Elko Klijn is Assistant Professor of Strategy and Business Environment at the Rotterdam School of Management at
the Erasmus University, and also a Visiting Research Fellow at the Centre for International Business at the Uni-
versity of Leeds (CIBUL) in the United Kingdom. His research focuses on knowledge transfer and governance of
(international) joint ventures where he studies the effects of board mandates and board composition in interor-
ganisational relationships. Other work of his is forthcoming in the British Journal of Management. Rotterdam
School of Management, Erasmus University.

Jeffrey J. Reuer is the Blake Family Endowed Chair of Strategic Management and Governance at the Krannert
School of Management at Purdue University. He was previously the Boyd W. Harris, Jr. Distinguished Scholar
and Professor of Strategic Management at the Kenan-Flagler Business School at the University of North Carolina.
He has published widely in the area of corporate strategy, and his current work uses information economics and
options theory to examine firms’ external corporate development activities. Recent projects have been on the design
and performance of alliances and M&As, alliance governance, the roles IPOs play in acquisition markets, and the
performance implications of firms’ growth options. Krannert School of Management, Purdue University.

114 Building Capabilities for Alliance Portfolios



	Building Capabilities for Alliance Portfolios
	Introduction
	Solutions for managing alliance portfolios
	Functional and staffing solutions
	Tool-based solutions
	Training solutions
	Third party solutions

	Solutions and alliance capability development
	Solutions and size transition implications
	Solutions and size transition implications
	Solutions and performance implications

	Rules of engagement
	Rules on how to avoid consistent underperformance in expanding portfolios
	Rules on how to excel in expanding portfolios

	Conclusion
	Acknowledgements
	Methodology
	Survey
	Expert interviews
	Robustness checks
	Limitations

	Measurement of key variables

	References


