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The general who wins a battle makes many calculations in his temple ere the battle is fought. The general 
who loses a battle makes but few calculations beforehand. Thus do many calculations lead to victory, and 
few calculations to defeat: how much more no calculation at all! 

(Sun Tzu, The Art of War) 
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Abstract 
Based on the difficulties Western organizations currently face with strategic alliances in China despite their 
potential, this research focuses on improving the performance of these Western-Chinese alliances. As the 
alliance process model seems to be an important, yet underdeveloped alliance management mechanism, a 
new alliance process model is developed to assist organisations with the formation and management of 
strategic alliances. From a case study it can be concluded that the alliance process model seems to be 
useful for alliances between Western and Chinese organisations. 
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Executive Summary 

Motivation behind Research 
With the last two decades showing a rapid increase in trans-national strategic alliances and China receiving 
more and more attention worldwide, the fact that more than half of the alliances in China are failing is a 
major issue of concern. Although it is possible to avoid these alliances by setting up a Wholly Foreign 
Owned Enterprise, strategic alliances are still the most preferred option for Western organisations seeking 
to do business in China as these are much better able to deal with the complexities of the Chinese 
business environment and are more likely to become profitable (Ambler & Witzel, 2004). In order to 
improve the performance of these strategic alliances in China, organisations should improve their alliance 
capability by combining prior experience with alliance management mechanisms and routines. While many 
organisations have already implemented numerous mechanisms for alliance management and evaluation, 
fewer use mechanisms to structure the fuzzy alliance formation (based on De Man & Duysters, 2007). 
This lack of attention is a problem because a number of important reasons for alliance failure can be 
traced back to the alliance formation. The key mechanism to structure the alliance formation is the alliance 
process model which offers a step by step process of how an alliance should be formed and managed. To 
improve the performance of alliances between Western and Chinese organisations, it should therefore be 
determined how this process should be structured. Consequently, the research question of this thesis is: 

How should an alliance process be strnctured in order to improve the performance of alliances between Western and Chinese 
Of!,anisations? 

In this thesis, a strategic alliance is defined as a voluntary, long-term, mutually beneficial, close 
collaboration between two or more independent organisations. The performance of an alliance is assessed 
on the basis of the perception on the alliance performance of each organisation involved rather than on 
the basis of the predefined objectives. 

In order to determine how this research should be structured to provide an answer to the research 
question, the current state of literature is examined. Based on this literature study, it is concluded that 
neither business nor academic literature is currently able to directly provide an answer to this research 
question. However, as the alliance performance, alliance process and China have individually received 
significant attention, the current literature is combined to develop an alliance process model that improves 
the performance of alliance between Western and Chinese organisations. The usefulness of this alliance 
process model for the Western-Chinese alliances is evaluated and enhanced by performing a case study. 

General Alliance Process Model 
To improve the alliance performance of all kinds of alliances between Western and Chinese organisations, 
the alliance process model should be both general and practical applicable. Although such a general model 
is currently nonexistent, the existing models in the literature contain all aspects needed. While the current 
general models offer a framework to structure the alliance process, the specific models offer a complete 
set of practical activities and tools. The new general alliance process model is therefore developed by 
combining numerous existing alliance processes, roadmaps, handbooks, and frameworks from the 
business and academic literature. 

In the new general alliance process model, the alliance process is divided into seven sequential phases (see 
Figure 0.1). Each of these phases contains a number of activities an organisation should execute to 
structure their alliance formation and management. To assist organisations with performing these 
activities, the model includes checklists and tools for most of the activities as well. To improve the 
usability of this alliance process model, an interactive website is designed and developed using Java script, 
XHTML, and CSS. 
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Business 
Strategy 

Figure 0.1: New alliance process model 

Implement 
ation 

Management 
& Evaluation 

Before actually starting the alliance formation process, the roles and responsibilities of entities in this 
complete process should be clarified to reduce ambiguity later on. As new entities may get involved or the 
roles and responsibilities of current entities may change, the roles and responsibilities should be reassessed 
at the beginning of each of the subsequent phases of the alliance process model. The actual alliance 
process starts with the defining the business strategy as a strategic alliance is only a vehicle to execute this 
strategy. For each of the identified strategic objectives, the organisation should make a trade-off between 
internal growth, mergers & acquisitions, and strategic alliances. If alliances are part of the business 
strategy, the overall and individual alliance strategy should be determined in the Alliance Strategy phase. 
To determine the individual alliance strategy, the organisation should individually determine the strategic 
drivers, the value added proposition, and the impact of the alliance on stakeholders. In the next phase, the 
most suitable partner should be selected based on a thorough examination of a number of potential 
partners. The organisation should develop an optimal partner profile to make an initial selection of the 
potential partners. Next, the partners who satisfied the requirements should be examined more closely 
using due diligence, a fit analysis and a risk & reward analysis. With the selected partner, the organisations 
should enter the negotiation phase and determine if they can achieve a mutual win/win agreement. These 
negotiations should result in a Memorandum of Understanding and Principles which outlines the 
fundamentals of the alliance. Only if the MOUP is approved by all organisations, the alliance formation 
process can proceed to the Operational Planning and Structuring Phase. Here, the organisations should 
translate their ideas into a sound business by developing a joint business plan and legal agreement for the 
alliance. When all organisations have agreed upon this legal agreement, the actual alliance can be 
implemented by executing the joint business plan. To ensure the alliance satisfies the requirements of all 
the organisations involved, the alliance should be managed and regularly evaluated. Based on the results of 
the performance evaluations, it may be necessary to reposition the alliance by executing a number of 
activities of the alliance process model again. 

Case study: Greenport Shanghai project 
To explore the usefulness of the new alliance process model for Western-Chinese alliances and to improve 
it where possible, an exploratory case study is performed. In this case study, the Greenport Shanghai 
project is used which is an ambitious joint effort of Dutch and Chinese organisations to develop an 
Agropark in China. An Agropark is a cluster of agricultural production and processing activities based on 
the concept of circular economy. In addition to the production and processing facility, Greenport 
Shanghai should have a trade and a demonstration facility as well. For the design and development of 
Greenport Shanghai, knowledge institutes, governments, and entrepreneurs from China and the 
Netherlands are working together. The development of Greenport Shanghai started in September 2006 
and should be finished before the World Expo in 2010. 

To evaluate the usefulness of the alliance process model and to give some recommendations to the 
Greenport Shanghai project, the actual alliance formation process of Greenport Shanghai is compared 
with the alliance process model. As the new model is developed after the Greenport Shanghai project 
started, it is not possible to use the model actively in the case. Taking this into account, a retrospective 
analysis is performed to study the alliance formation process of Greenport Shanghai. Despite the fact that 
the usefulness of each individual activity can not be evaluated, a retrospective analysis is still valuable to 
explore the usefulness of model in general. By analysing the strengths and weaknesses of the alliance 
formation process of Greenport Shanghai and determining the relation with the theoretical model, an 
indication about the model's usefulness can be given. 
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From this case study it is concluded that the alliance process model seems to be useful when forming 
alliances between Western and Chinese organisations and thereby provides an answer to the research 
question. Based on the results of the retrospective analysis, a strong link between the alliance process 
model and the strengths and weaknesses of the case is identified. In other words, the pitfalls in the case 
could have been avoided if the organisations had executed the activities of the alliance process model, 
while the strengths would have been enabled or at least not been obstructed by the model. Only some 
minor modifications to the model are identified which should make it even more convenient for forming 
Western-Chinese alliances. These modifications are mainly related to the importance of the relationship 
with the governmental organisations when doing business in China. While the alliance process model 
seems to already be useful for the formation of alliances between Western and Chinese organisations, 
these modifications further enhance the model's usefulness. 

Recommendations 
Based on the results of this research, a number of recommendations are given to the partners in the 
Greenport Shanghai case, to organisations in general, and for further scientific research. To improve the 
chances of success of Greenport Shanghai, the Dutch organisations are advised to determine how they 
whish to participate in the further development and management of the Agropark. Additionally, the 
Chinese and Dutch organisations should jointly develop a business plan by executing a number of 
activities from the alliance process model. 

Organisations in general are recommended to use the alliance process model when setting up Western
Chinese alliances. In addition, the model can be used for the formation and management of other alliances 
as well as it is developed to be general applicable. Organisations are further recommended to adapt the 
model to the specific situation of the organisation and proposed alliance which includes giving priority to 
specific activities as well as modifying the checklists and tools. 

As only an exploratory case study is performed in this research, it is recommended to validate the 
usefulness of the alliance process model by using the model actively in numerous cases. In order to 
validate the general applicability, these cases should ideally include alliances in different sectors, industries, 
sizes of organisations, and types of alliances. Further scientific research is also needed to ensure the 
completeness of the model by incorporating new and newly identified alliance process models from the 
business and academic research into the model. To extend the current alliance process model, it is further 
advised to incorporate literature on specific parts of the alliance process into the model as this research 
used mainly literature dealing with the entire alliance process. Finally, despite the attempt to use an integral 
perspective for this research, it is recommended to analyse the alliance process form the Chinese 
perspective as well and incorporate it into the alliance process model. 
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1 Introduction 
With the last two decades showing a rapid increase in (trans-national) strategic alliances (De Man & 
Duysters, 2007; Buckley et al., 2002; De Man, 2006) and China receiving more and more attention 
worldwide due to its sustained and steady economic growth (Wu, 2005), the fact that more than half of 
the alliances in China are failing is a major issue of concern. Although it is possible to avoid a strategic 
alliance by setting up a Wholly Foreign Owned Enterprise (WFOE), alliances are still the most preferred 
option for Western organisations seeking to do business in China (Ambler & Witzel, 2004). To improve 
the success rate of these alliances, a structured (disciplined) approach of setting up alliances is critical 
(Harbison & Pekar, 1998). This thesis focuses on how the alliance process should be structured to 
improve the performance of alliances between Western and Chinese organisations. 

1.1 Motivation behind Research 
For most of the recorded history, China was the world's largest economy. Until the end of the fifteenth 
century it was by far the leader in technology and had the highest per capita Gross Domestic Product 
(GDP) on the planet. By about 1500, Europe overtook China in per capita GDP, but China remained the 
world's biggest economy until well into the nineteenth century. However, by 1950, the Chinese economy 
had shrunk to less than 5 percent of the global GDP and the per capita GDP was one of the lowest in the 
world (Prestowitz, 2005). Over the next thirty years -in which the country was governed by the 
Communist party- China's economic situation did not change significantly as the per capita income 
remained among the World's lowest (Lardy, 2004 op cit Prestowitz, 2005). However, fundamental reforms 
followed immediately after Deng Xiao Ping came to power in 1978. By increasing rural incentives and 
incomes, encouraging new enterprises, curtailing central direction, and encouraging foreign direct 
investment in China, Deng aimed to make it a modern industrial nation by means of a new strategy- the 
socialist market economy (Prestowitz, 2005). However, the transformation of China began slowly and 
cautiously. When China opened its economy to foreign investment, the rules tightly restricted the 
locations, sectors, and types of participation opened to foreigners. As those rules gradually relaxed over 
the ensuing decades, the fortune of international organisations improved incrementally (Lieberthal & 
Lieberthal, 2004). China's overall record since the beginning of the reforms in 1978 is dazzling, and its 
performance is in many ways improving (Lieberthal & Lieberthal, 2004). Some examples of these overall 
records of China's economy are: 

China annual GDP has grown about 9 percent a year, on average, since 1978 (e.g. Lieberthal & 
Lieberthal, 2004); 
International Monetary Fund (IMF) estimates that China can maintain a 7-8 percent annual 
growth rate for another decade or more (Prestowitz, 2005); 
China has been the highest recipient of foreign direct investment (FDI) of all countries -including 
the United States- since the 1980's totalling $57 billion by 2003 (Lieberthal & lieberthal, 2004; 
Chee & West, 2004); 
China's economy has doubled in size every six years since the economic reforms began in the 
1978 (Chee & West, 2004); 
In the last 25 years an estimated 250 million people have been pulled out of poverty (Chee & 
West, 2004); 
China accounted for about 5 percent of global GDP growth in 2003 (Chee & West, 2004); 
China has foreign reserves of over $400 billion, second only to Japan (Chee & West, 2004); 
The Chinese economy is already larger than that of France, Italy, Canada and even the Great 
Britain (Chee & West,2004; McGregor, 2005); 
China's GDP by the most conservative measures would pass Japan around 2016 and could be 
approaching the size of the United States as soon as 2040 (Prestowitz, 2005); 

Although the list presented above is by no means exhaustive and the figures by no means exact, it can 
safely be assumed that China is coming back into their own after five hundred years of impoverishment 
and servitude (Prestowitz, 2005). Not only does China have the potential to become the world's largest 
market, it also has endless cheap labour to produce low-cost products for export (Prestowitz, 2005). 
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According to Yan (2004), organisations that do not consider exploring China's market, may be 
overlooking a tremendous growth opportunity. Ambler and Witzel (2004) go one step further by stating 
that in principle China has a market for any good product, because there are, after all, more than 1.3 
billion people in China. Therefore, organisations assume they hardly can fail in China if they have a good 
product and sufficient capital (Chee & West, 2004). 

However, few Western organisations that started doing business in China have made much money 
compared to the amount of investment they have put in (Chee & West, 2004) Even multinationals like 
Peugeot, Pepsi-Cola, Miller brewery, and most global courier companies have not been successful yet in 
China (Yan, 2004). According to K.raar (1999), China's business potential should indeed be viewed with 
scepticism. K.raar (1999) describes five myths including the notion that China is a huge market, that China 
will become the world's largest economy, that the key to modernizing China is foreign investment, that 
China is immune from the Asian crisis, and that market forces have taken over the country's economy. 
China is not a single market but rather a collection of unevenly developed markets. Although China's 
economy is growing, its pace is slowed by social and economic factors which cannot be resolved easily. 
Simply spending foreign investment at these problems will not be the answer: a deep understanding of 
social and historical realities can be more valuable than money. Finally, the Chinese economy is driven by 
complex social and political forces that go far beyond simple market imperatives (Chee & West, 2004; 
K.raar, 1999; Chen, 2001). Organisations who want to succeed in China need more than enthusiasm -they 
must take a balanced view on the real opportunities and do their basic homework on business and socio
political concerns (K.raar, 1999). According to Lierberthal & Lieberthal (2004), unravelling the 
complexities of the opportunities in China and risks involved can make the difference between major 
opportunity and major disappointment for organisations. China is indeed a major opportunity for 
organisations that forthrightly face its complexities, but largely remain inscrutable- and unprofitable- for 
the rest (Lierberthal & Lieberthal, 2004). In short, although China is extremely attractive for Western 
organisations, a better understanding of China's business environment is needed in order for them to fully 
reap the benefits. 

Western organisations currently have two possible vehicles for entering China; either enter together with a 
Chinese partner or enter alone. The Chinese Government classes these two alternative vehicles for entry 
as Joint Venture and the Wholly Foreign Owned Enterprise (WFOE) (Ambler and Witzel, 2004). To 
avoid misunderstanding as a result of differences in definitions, the name for entering China together with 
a local partner is changed into strategic alliances. In the literature on alliances, joint ventures are usually 
seen as only a subset of strategic alliances (e.g. De Man, 2006; Stafford, 1994; Casson & Mol, 2006; 
Yoshino & Rangan, 1995). As the "joint ventures" class of the Chinese government encompasses the 
same types of partnerships as the strategic alliances in the literature, the name is changed to avoid 
ambiguity. In this thesis, strategic alliances are defined as voluntary, long-term, mutually beneficial, close 
collaboration between two or more independent organisations. 

In the beginning of the reform, strategic alliances were the only way of doing business in China as the 
government did not allow Wholly Foreign Owned Enterprises (Vanhonacker, 2004; Ambler & Witzel, 
2004). Although alliances are still necessary in some regulated sectors, and a foreign investment is 
prohibited in others, WFOE's are progressively introduced by region and sector (V anhonacker, 2004). 
Due to the difficulties faced with strategic alliances and the regulatory opportunities of setting up a 
WFOE, some authors advices Western organisations to set-up a WFOE instead of a strategic alliance 
(McGregor, 2005; Vanhonacker, 2004). 

However, strategic alliances are still the most preferred option for Western organisations seeking to do 
business in China (Ambler & Witzel, 2004; Chee & West, 2004). The Chinese business environment holds 
a lot of obstacles for Western organisations, such as the important Guanxi networks, highly opaque 
competitive and divided market, the complex and inefficient bureaucracy, and the legal and regulatory 
framework (Chee & West, 2004). A strategic alliance with a knowledgeable Chinese partner is much better 
able to deal with these obstacles than WFOE (Chee & West, 2004). The WFOE's that did succeed are 
mainly Western organisations with years of experience with alliances in China, like Johnson & Johnson, 
and K.rohne. Due to their experience in the Chinese market, these organisations may have gained 
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sufficient knowledge and relations to deal with these obstacles alone. However, as most organisations do 
not have this extensive knowledge and experience, a knowledgeable Chinese partner is needed. 
Furthermore, the success of WFOE seems to be greatly overestimated, and alliances are more likely to 
become profitable and to do so quickly (Child, 1999 op cit Ambler and Witzel, 2004). Instead of forming 
WFOE because they are the most optimal vehicle to doing business in China, the formation of WFOE 
seems to be the result of the inability of organisations to successfully set up strategic alliances. While in 
general already half of all the strategic alliances may be described as a failure (De Man & Duysters 2007; 
Brouthers et al, 1997; Douma, 1994; Bleeke & Ernst, 1993), the performance of alliances between Western 
and Chinese organisations is even worse (Xin & Pucik, 2004; Ambler & Witzel, 2004; Bleeke & Ernst, 
1993). The performance of these alliances should therefore be improved to allow organisations to truly 
reap the benefits of doing business in China. 

In recent literature two groups of factors can be identified which suggest to improve alliance performance 
(Duysters and Heimeriks, 2002), namely alliance specific and organisation specific factors. Traditionally, 
alliance success and failure was explained by focussing on the alliance itself (De Man, 2001). Factors like 
trust between the partners (e.g. Cullens et al, 2000; Das & Teng, 1998), complementary objectives (e.g. 
Park & Ungson, 1991), choice of governance structure (e.g. Williamson, 1985; Hennart, 1988), and fit 
between the partners (Douma et al, 2000) has received considerable attention. Although research on these 
factors has delivered some interesting insights, the results have generally been mixed (De Man & Duysters, 
2002). More recent research has focussed on the internal organisation of the alliance partners and their 
skill to manage these alliances successfully. This skill is referred to as alliance capability and can be 
improved by developing mechanisms and routines to capture, share, and disseminate the alliance 
management know-how with prior experience (Kale et al, 2002). Appendix 1 illustrates the most 
important mechanisms and routines, like joint alliance evaluations, partner programs, alliance databases, 
and approval processes. Research has shown that implementing these mechanisms and routines has a clear 
positive effect on the alliance performance (Duysters and Heimeriks, 2002; De Man and Duysters, 2007). 
So, organisations can improve their alliance performance by implementing these mechanisms and 
routines. 

While organisations have already implemented numerous mechanisms for alliance management and 
evaluation, fewer use mechanisms to structure the more fuzzy alliance formation (based on De Man & 
Duysters, 2007). This lack of attention is a problem because a number of important reasons for alliance 
failure can be traced back to a poor alliance formation, like ambiguity about objectives and strategy (e.g. 
Wildeman & Kok, 1997; De Man, 2004) and a poor selection of partners (e.g. Medcof, 1997; Dacin et al, 
1997). To avoid these failures, organisations should add alliance formation mechanisms to their existing 
management and evaluation mechanisms. The key mechanism to structure the fuzzy alliance formation is 
the alliance process model1, which offers a step by step process of how an alliance should be formed and 
managed (De Man & Duysters, 2007b). Additionally, the alliance process model offers a framework in 
which other mechanisms are positioned by indicating when and how they should be used. Therefore, the 
alliance process model can be an important mechanism to improve the performance of strategic alliances, 
including alliances between Western and Chinese organisation. 

To conclude, China is extremely attractive for western organisations because of its potential of becoming 
the World's largest economy and its endless cheap labour force. However, doing business in China 
remains very difficult due to the obstacles in the business environment. A strategic alliance with a 
knowledgeable Chinese partner is, in general, much better able to deal with these obstacles than Wholly 
Foreign Owned Enterprises. Strategic alliances are therefore still the most preferred vehicle for doing 
business in China. However, as more than half of these strategic alliances fail, the alliance performance 
should be improved in order to reap the benefits of doing business in China. Research has shown that the 
alliance performance can be improved by implementing mechanisms and routines to capture, share, and 
disseminate the know-how with prior experience. One of these mechanisms is the alliance process model 
which structures the fuzzy alliance formation by offering a step by step process. To improve the 

1 De Man and Duysters (2007b) refer to the alliance formation process as the alliance handbook 
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performance of alliances between Western and Chinese organisations, it should be determined how the 
alliance process for these alliances should be structured. Therefore, the research question of this thesis is: 

How should an alliance process be structured in order to improve the performance ef alliances between Western and Chinese 
organisations? 

In order to determine how this research should be structured to provide an answer to this research 
question, the current state of literature is examined first. Based on these result, the research approach of 
this thesis is described in the next chapter. 

1.2 Literature review 
The above mentioned research question consists of three components, namely the alliance process, 
alliance performance, and China (see Figure 1.1). Although the literature describes each of these individual 
components thoroughly, it is unable to answer the research question directly as no literature exists on the 
combination of the three components. In this section, the current state of literature is briefly described for 
the three components as well as for the combination of these components. As both alliance performance 
and alliance process are part of the literature on strategic alliances, this is briefly described first. 

Figure 1.1: Components of Research Question 

Strategic Alliances 
Consistent with the intensification in the number of strategic alliances are the attempts by academics, 
journalists and management consultants to understand and improve these inter-firm collaborations 
(Faulkner & De Rond, 2000; Parkhe, 1993). Academics have proposed a number of theories and models 
to understand strategic alliances, such as transaction cost economics (Hennart, 1988; Williamson, 1985), 
game theory (Parkhe, 1993b), the strategic behavioural model (Hagendoorn, 1993; Porter, 1985), the 
strategic decision making model (Das & Teng, 1996), social exchange theory (Axelrod, 1984), the power 
dependency theory (Schmidt & Kochan, 1977; Van der Ven & Walker, 1984) and the resource based 
theory (Das & Teng, 2000). Furthermore, management consultants also have paid significant attention to 
strategic alliances. An abundance of studies, articles, and books on alliances from management 
consultancy companies can be found, like McKinsey, KPMG, Booz Allen & Hamilton, Nolan Norton & 
Co, and The Warren Company. To conclude, both business and academic literature describe the concept 
of strategic alliances thoroughly. 

- 4 -



Strategic Alliance Formation in China 

Alliances performance 
Alliance performance has also received much attention in the literature (Draulans et al, 2003). Numerous 
studies have examined the success rate of strategic alliances, like De Man & Duysters (2007), Spekman et 
al (1996), Wilderman & Kok (1997), Brouthers et al (1997), Douma (1994), Pekar & Allio, (1994), and 
Bleeke & Ernst (1993). As most indicate success rates of approximately 40-50 percent, many of these 
authors have also addressed reasons for alliance failure, e.g. Brouthers et al. (1997), Wildeman & Kok 
(1997), Douma (1994) and Bleeke and Ernst (1993). As indicated before, two groups of factors can be 
identified in the literature which should enhance alliance performance. Both the alliance specific factors 
(e.g. Medcof, 1997; Harrigan, 1985; Arino & De la Torre, 1998) and organisation specific factors (e.g. 
Draulans et al, 2003; Kale et al, 2002; Duysters & Heimeriks, 2002; De Man & Duysters, 2007) have 
received attention. It can therefore be concluded that sufficient literature is available on alliance 
performance. 

Alliance process 
In the current literature, numerous processes, handbooks, roadmaps, and frameworks are available to 
structure the alliance process. Both academic research (e.g. Ring & Van de.Ven, 1994; Pekar & Allio 
(1994) and practical experience (e.g. Harbison & Pekar, 1998; Porter Lynch, 2001) have been used to 
develop these models. While some models are general applicable (e.g. Ring & Van de Ven, 1994; De Man, 
2004), most are developed for organisations in a specific sector, industry, geographical area, or size of 
organisations (e.g. Duysters et al, 2004; Yoshino & Rangan, 1995; De Man et al., 2000). Some of these 
specific models offer a practical workbook on how to design, form, and manage alliances (Duysters et al., 
2004; Porter Lynch, 2001). It can be concluded from the current literature that already numerous models 
are available to structure the alliance process. 

China 
As a result of the rapid growth of China's economy in the past decades, China is attracting more and more 
attention worldwide (Wu, 2005). This attention has resulted into numerous books and articles on doing 
business in China (Ambler & Witzel, 2004). Many of these books are practical guides to business practices, 
market conditions, negotiations, organisations, networks, and the business environment in China (e.g. 
Ambler & Witzel, 2004; McGregor, 2005). Furthermore, many academic articles have been written on 
doing business in China, like Nair & Stafford (1998) and Vanhonacker (2004). Beside the difference 
between practical guides and academic literature, a difference in the perspective of the literature can be 
obtained. Some of the authors use a Western perspective on China (e.g. Prestowitz, 2005; McGregor, 
2005), while others use a Chinese perspective (e.g. Chen, 2001; Wu, 2005). Although China is far too vast 
and complex to describe thoroughly in a book (Ambler & Witzel, 2004), the literature gives a good 
indication on doing business in China. 

It can be concluded that each of the three components of the research question has received significant 
attention in the literature. Reasons for alliance failure as well as factors enhancing success have been 
described by many authors. Numerous models are also available in the literature to structure the formation 
and management of alliances. Additionally, China and its business environment have been studied 
thoroughly using multiple perspectives. Despite the abundance of literature on these individual 
components, less literature is available on the cross sections of Figure 1.1. 

Alliance performance and China 
In the current literature, reasonable attention is given to the performance of alliances in China as a result 
of the high number of failures. Especially, the success rate of these alliances has been analysed by 
numerous authors (e.g. Chen, 2001; Xin & Pucik, 2004). Ambler & Witzel (2004) also describe some 
factors enhancing alliance success, like the importance of trust and fit between the partners. Furthermore, 
the advantages and disadvantages of strategic alliances and WFOE are also discussed by many authors 
(e.g. Chee & West, 2004; McGregor, 2005; Vanhonacker, 2004). To conclude, some indication about the 
performance of alliances in China and the alternative entry strategies are found in the literature, but hardly 
any information is available about how to enhance alliance success. 
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Alliances performance and alliance process 
The combination of alliance performance and the alliance process has received some attention in the 
literature. As mentioned before, the alliance process model is one of the mechanisms organisations can 
use to enhance the alliance performance (De Man & Duysters, 2002, De Man & Duysters, 2007). Research 
has shown that a structured alliance process should reduce alliance failure by preventing organisations 
from committing the typical mistakes (e.g. Harbison & Pekar, 1998; Porter Lynch, 2001). The 
combination of alliance performance and specific parts of the alliance process has also received some 
attention. Medcof (1997) focuses on the important aspects of the partner selection in relation to alliance 
performance. De Man & Duysters (2007) offer a number of mechanisms mainly for the alliance 
management & evaluation phase that should enhance the alliance performance. To conclude, some 
literature is available on the combination of the alliance process and performance. 

Alliance process and China 
The combination of alliance processes and China has hardly received any attention in the literature. 
Almost all current alliance process models are developed by only analysing alliances between Western 
organisations. Actually, no alliance process is available in the literature that is developed specially for doing 
business in China. The only phase of the alliance process that has received considerable attention is the 
negotiation phase (e.g. Nair & Stafford, 1998; Graham & Lam, 2004; Ambler & Witzel, 2004; Chen, 2001). 
However, as hardly any attention is given to the other phases of the alliance process, literature on alliance 
processes in China can be considered scarce. 

1.3 Conclusion 
To conclude, although the alliance process, alliance performance, and China have received much 
attention, less literature is available on the combination of two of these three components. Actually, 
neither business nor academic literature combines the alliance process, alliance performance, and China. 
As a result, the current literature is unable to answer the research question of this thesis directly. However, 
sufficient literature seems to be available on the three individual components to provide an answer to the 
research question. The aim of this thesis is therefore to combine this literature to develop an alliance 
process model which improves the performance of alliance between Western and Chinese organisations. 
To achieve this, a literature study is used to develop a general alliance process model and a case study is 
used to evaluate its usefulness and enhance it where needed. In the next chapter, the research approach 
used for both the literature study and the case study is described into more detail. 
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2 Research Approach 
The research model illustrated in Figure 2.1 is used to achieve the objective of developing an alliance 
process model that increases the performance of alliances in China. This model is set up according to 
Verschuren and Doorewaard (1995) and can be divided into a literature study and a case study. The 
literature study is used to develop the alliance process model, the case study is used to evaluate the 
usefulness of this model and to adjust it where needed. In this chapter, the methodology of both studies is 
described into more detail. 

,, 
Literature China ::-
(Chapter 1+6) 

Alliance Process ____. Model 
(Chapler4) 

Literature Alliance 
Performance .......... , Conclusion & 
(Chapler3) --+ Discussion 

Case resutts ;. 
(Chapter 7) 

(Chapler6) 

1 

Literature Greenport 

Alliances Process Shanghai Case --
(Chapter4) (Chapter 5) 

• 

Figure 2.1: Research Model 

In the first part of this thesis, a literature study is performed to develop the alliance process model. As 
mentioned in the introduction, neither business nor academic literature is currently available on the 
process needed to set up successful strategic alliances between Western and Chinese organisations. 
However, as sufficient literature can be found on alliance performance, alliance processes, and China. The 
alliance process model is developed by combing the current literature. This model is mainly based on 
literature on alliance processes, enriched with alliance performance literature. It is however not adapted to 
China beforehand, because otherwise important aspects of the model may be excluded in advance. The 
results of the case study, ·combined with the literature on China, are used to enhance the model to the 
Chinese situation. The literature study should therefore result in a general applicable alliance process 
model. 

This alliance process model should satisfy two requirements, namely it should be practical and general 
applicable. To be able to improve the success rate of alliance between Western and Chinese organisations, 
the model should be practical applicable. Furthermore, the model should be general applicable as this 
thesis focuses on all kinds of alliances between Western and Chinese organisations. The existing alliance 
process models do not suffice alone as they are either too specific or lack practicality. However, the union 
of these models contains all aspects needed. The new general model is therefore developed by combining 
numerous existing alliance process models. 

In the second part of this research, a case study is performed to evaluate the usefulness of the general 
alliance process model and to enhance it where possible. As the objective of this thesis is to determine the 
structure of the alliance process needed to improve the success rate of alliances between Western and 
Chinese organisations, the usefulness of the general model for the formation of these specific alliances 
should be evaluated. If needed, the results of this case study, combined with literature on China, are used 
to enhance the general model to make it more suitable for alliances between Western and Chinese 
organisations. Parts of the model may be changed or excluded, or new part may be included. Furthermore, 
the case study serves as an example for the reader to improve its understanding of the alliance process 
model. 
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To evaluate and enhance the alliance process model, the 'Greenport Shanghai Case' is used. Greenport 
Shanghai is a joint effort of Dutch and Chinese organisations to develop an Agropark in China. An 
Agropark is a cluster of agricultural production and processing activities based on the concept of circular 
economy. In addition to the production and processing facility, Greenport Shanghai should have a trade 
and a demonstration facility. For the development of this Agropark, knowledge institutes, governments, 
and entrepreneurs from China and the Netherlands are working together. The development of Greenport 
Shanghai started in September 2006 and should be finished before the World expo in 2010. 

The Greenport Shanghai case can be used in this case study as it satisfies both requirements in order to be 
useful in this context. A case should deal with a strategic alliance and both Chinese and Western 
organisations should be involved. The collaboration needed for Greenport Shanghai meet the terms of a 
strategic alliance given in the next chapter and both Chinese and Western organisations are involved. 
Therefore, the Greenport Shanghai case is useful for evaluating and enhancing the general alliance process 
model. 

Next to satisfying these two requirements, the Greenport Shanghai case is even more interesting as it also 
reflects some trends in the business environment. One of these trends is the shift towards multi-partner 
alliances (Medcof, 1997; Bell, 2001; Elmuti & Kathawala, 2001). In the Greenport Shanghai case an 
alliance between multiple partners should be formed. A second trend is the rapid increase in private-public 
alliances (Murray & Mahon, 1993). Both private and public organisations are involved in the Greenport 
Shanghai case, like some ministries in China and The Netherlands as well as entrepreneurs form both 
countries. A third trend in the business environment is the increase in strategic alliances in more 
traditional sectors. According to Spekman et al. (1996) and Garcia-Pont (2001) there is not an industry in 
the economy that has been shielded from the growth in alliances. This trend is also reflected in this case as 
Greenport Shanghai involves organisations active in the "more traditional" agricultural sector. The case 
may therefore give some interesting insights in these trends as well. 

Figure 2.2 illustrates the timeframe of both the Greenport Shanghai project and this research. While the 
development of Greenport Shanghai already started in September 2006 and should be finished by 2009-
2010, this research only took place between January 2007 and October 2007. The difference in end date 
does not have much effect on the usefulness of the case, because this research focuses especially on the 
alliance formation part of the alliance process. This part of the process can be analysed completely 
because the alliance in the Greenport Shanghai case should be in operation before the end of this research 
(see Figure 2.2). As the alliance process model is divided into numerous separate phases with clear 
milestones, a stage-gate evaluation can be used to determine the difference between the (preliminary) 
needed and actual results. Due to the difference in starting date, it is not possible to use the alliance 
process model actively in the Greenport Shanghai case. This would have allowed a direct examination of 
the usefulness of each activity of the alliance process model in this particular case. However, it is still 
possible to explore the usefulness of the alliance process model by using a retrospective analysis of the 
first part of the alliance process of Greenport Shanghai. In this analysis, the most interesting strengths and 
weaknesses of the study object (Figure 2.2) are analysed and the relations with the alliance process model 
are determined. Based on the results of the retrospective analysis, combined with literature on China, the 
usefulness of the model for alliance between Western and Chinese organisations is evaluated and 
modifications to the model are proposed. 
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Figure 2.2: Timeframe Greenport Shanghai project and Research 

Apart from presenting the research approach, Figure 2.1 also gives an overview of the structure of this 
thesis. The numbers of the chapters, where a part of the research model is discussed, are included in the 
figure. The content of each of the remaining chapters of the thesis will be described briefly. 

Chapter 3: Strategic Alliances 
The aim of this chapter is to give an introduction on strategic alliances, necessary to develop the 
alliance process model. This chapter starts by giving the definition of a strategic alliance most 
useful within the scope of this thesis. Second, the most important push and pull factors behind 
strategic alliance formation are presented. Third, the factors enhancing alliance performance are 
explained into more detail. 
Chapter 4: General Alliance Process Model 
The aim of this chapter is to describe the new general alliance process model. As this model is 
developed by combining a number of existing models, the limitations and opportunities of these 
models are described first Second, the new alliance process model is presented by describing the 
different phases in the model as well as the activities within these phases. 
Chapter 5: Case description: Greenport Shanghai 
The aim of this chapter is to give a general introduction on the Greenport Shanghai case. Some 
background 4iformation is presented about th~ agricultural sector in China, tl:e_ functions of 
Greenport Shanghai, the working process, and the partners involved. 
Chapter 6: Case study: Alliance formation process of Greenport Shanghai 
The aim of this chapter is to explore the usefulness of the new model and to give advice to the 
members of Greenport Shanghai. First, the current status of the alliance formation process of 
Greenport Shanghai is given using the format of the alliance process. Second, the most interesting 
strengths and weaknesses of the process of Greenport Shanghai are analysed and the relationships 
with the alliance process model are given. Finally, some recommendations are given for 
Greenport Shanghai project as well as for future projects. 
Chapter 7: Conclusion & Discussion 
The aim of this chapter is to combine the results of the previous chapters to provide an answer to 
the research question. Second, some interesting remarks about this research are made in the 
discussion. Based on the conclusion and the discussion, some recommendations are made for 
further scientific research as well as for organisations on the practical use of the alliance process 
model. 
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3 Strategic Alliances 
"If you think you can do it alone in today's global economy, you are highly mistaken" 

Qack Welch, CEO of GE) 

Throughout the business world today, the competitive landscape is rapidly changing. Innovation, new 
value creating propositions, blurring industry boundaries, and intensifying competition on a global scale 
are all driving businesses to form new connections and alliances (De Man et al., 2001). Of course alliances 
are not a new phenomenon in the business environment. In the 1920s for example, General Electric 
entered into an alliance with AEG while Westinghouse teamed up with Siemens (Chandler, 1990 op cit De 
Man, 2004) . What is different today is the number of alliances organisations enter into. Figure 3.1 
illustrates this rapid growth of newly established alliances over the last two decades (De Man & Duysters, 
2007). Traditionally, organisations were supposed to act as autonomously as possible: each organisation 
needed to own the most important resources and competences, in order to function as independently 
from the outside world as possible. However, in the course of the 1980s a gradual transition took place. 
As independency from the outside world was no longer deemed a necessity, organisations were 
increasingly seeking partners to jointly develop business (De Man, 2004). In the last five years, however, 
the number of strategic alliances increased exponentially. Most of these alliances are related to the New 
Economy, which is characterized by a convergence of industries and a significant role for the Internet 
(Bell, 2001). As a result, strategic alliances have become increasingly important over the past two decades 
(see Figure 3.1) (De Man & Duysters, 2007). Next to the change in the number of alliances, the content 
has also changed. Increasingly, organisations look for alliances closer to the core of their business (De 
Man, 2004). While in the past strategic alliances were mainly used to strengthen or outsource non-core 
business activities, they are increasingly used for creating new technologies or to gain access to emerging 
markets (Duysters et al, 1999). Also, knowledge sharing and knowledge development is taking the centre 
stage in many strategic alliances (De Man, 2004; Beerkens & Lemmens, 2001 ). As a result of these 
developments, strategic alliances have become the centre of most organisations' strategies nowadays 
(Garcia-Pont, 2001; De Man & Duysters, 2007). This chapter describes the forces in the business 
environment which are driving organisations to set up strategic alliances and the objectives these 
organisations have. The aim of this chapter is to give an introduction on strategic alliances, necessary to 
develop the alliance process model. 
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Figure 3.1: Number of alliances (based on CGCP data) 
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This chapter starts by giving the definition of a strategic alliance most useful within the scope of this 
thesis. Second, the most important push and pull factors behind strategic alliance formation are presented. 
Third, the factors enhancing alliance performance are explained into more detail. 

3.1 Definition strategic alliances 
As mentioned before, consistent with the growing number of strategic alliances are the number of 
attempts by academics, journalists and management consultants to understand these inter-firm 
collaborations (Faulkner & De Rond, 2000; Parkhe, 1993). Differences in these authors' perspectives have 
led to a variety of definitions for the term strategic alliance. A few examples are given in Appendix 2. 

The definition of a strategic alliance used in this thesis should not be biased by any particular perspective. 
As an integral perspective is used to develop the alliance process model, the definition of a strategic 
alliance should also use this integral perspective. Although the definitions in the literature differ, all 
describe a relationship between entities. However, the terms used for the entities and the relationship 
differ as well as their attributes. To determine the definition of a strategic alliance for this thesis, the most 
suitable term for these two elements and their attribute are selected. 

Within the scope of this thesis, the term entity is defined as "independent organisations". In the literature, 
different terms are used to describe the entities, like organisations (Bitran et al., 2002; Parkhe, 1993), 
business entities (Porter Lynch, 2001 ), firms (Gulati, 1998; Geurts & van der Zee, 2001 ), partners 
(Spekman et al., 1998), and companies (De Man, 2004). The terms business entity, firm and company are 
not suitable, because the alliance process model should be useful for both private and public 
organisations. As indicated by Murray & Mahon (1993) not only private organisations form alliances, but 
public organisations are increasingly involved as well. The term partner does not seem suitable either as 
partners can be defined as organisations that have an agreement or working relationship with another 
business (MacMillan Dictionary, 2005). As can be seen from this definition, the term partner describes 
both the entities involved and the relationship. The entities in this definition are organisations. 
Furthermore, both Bitran et al. (2002) and Parkhe (1993) use the organisations as the entities that have a 
relationship in their definition. Therefore, the term entity is defined as "organisations" in this thesis. 

Bitran et al. (2002), De Man (2004) and Parkhe (1993) further indicate the entities should remain 
independent. By including this attribute, a clear distinction is made between mergers & acquisitions and 
strategic alliances as organisations lose their independency in a merger or acquisition (De Man, 2006). 
Therefore, this attribute is included m the defmition of strategic alliances. 

In this thesis, the term relationship is defined as "Collaboration". In the literature, many terms are used to 
describe the relationship between the entities, namely agreement (Bitran et al., 2002; Spekman et al., 1998; 
Geurts & van der Zee, 2001), relation or union (Porter Lynch, 2001), arrangement (Gulati, 1998; Parkhe, 
1993), relationships (Eisenhardt & Schoonhoven, 1996), and collaborations (De Man, 2004) . The terms 
relation and relationship are not useful because the terms focus on the connection between two or more 
entities (MacMillan Dictionary, 2005), but do not indicate the type of connection. Furthermore, agreement 
and arrangement are also not suitable because these terms focus on the plan what to do, but not on the 
process of working together (MacMillan Dictionary, 2005). Collaboration, however, can be defined as the 
process of working with someone to produce something (MacMillan Dictionary, 2005). This definition 
clearly indicates strategic alliances are not only an agreement but a process of working together. 
Furthermore, the type of relation between the entities are defined, namely a working relationship. 
Therefore, the term "collaboration" is used to define the relationship in the definition of strategic 
alliances. 

The relationship m the definition of strategic alliances is further clarified by indicating that the 
collaboration should be between two or more organisations, close, voluntary, long-term and mutual 
beneficial. The defmitions in the appendix give a number of attributes of the relationship, like substantial 
long term (Bitran et al., 2002; Spekman et al., 1998; Parkhe, 1993), voluntary (Gulati, 1998), close and 
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mutually beneficial (Spekman et al., 1998) and between two or more organisations (Bitran et al., 2002; 
Porter Lynch, 2001; Spekman et al., 1998). All these attributes are included to capture the strategic nature 
of the alliances. Furthermore, many authors include an objective of the relationship to the definition, e.g. 
to create more value for the customers than derived independently (Porter Lynch, 2001), the joint 
accomplishments of individual goals linked to the corporate mission of each of the sponsoring firms 
(Parkhe, 1993), to enhance the competitive advantage of each partner (Spekman et al., 1998; De Man, 
2004), and to develop new markets or technologies (Geurts & Van der Zee, 2001). However, the alliance 
process model should be useful for all strategic alliances between Western and Chinese organisations 
independent of their objectives. Consequently, no objective is included in the definition of strategic 
alliances. 

Within the scope of this thesis, the terms "entities" and "relationship" are defined as "independent 
organisations" and "collaboration", respectively. The attributes "voluntary", "long-term", "close" and 
"mutually beneficial" are added to capture the strategic nature of the alliance. In addition, the 
collaboration is possible between two or more organisations. Therefore, the definition of "a strategic 
alliance" used in this thesis is: 

A voluntary, long-term, mutual!J beneficial, close collaboration between two or more independent organisations. 

Figure 3.2 illustrates the range of possible inter-firm links and the subset encompassed by the above stated 
definition of strategic alliances ff oshino & Rangan, 1995). While traditional contracts are not part of this 
subset as the collaboration is not close enough, mergers & acquisitions are also not included because the 
organisations do not remain independent. Strategic alliances are the inter-firm links between these 
traditional contract and mergers & acquisitions and can be divided into contractual agreements (non
equity agreements) and equity agreements. During the last decades, the flexible contractual agreements 
have taken over the dominant role that used to be played by joint ventures and other forms of equity 
agreements (Duysters et al., 1999; Pekar & Allio, 1994). Especially in the high-technology industry, 
organisations feel the constant pressure to remain flexible in order to respond quickly to changing market 
needs and to new technological opportunities. Because alliances come in many guises (De Man, 2006), 
only a few examples of types of strategic alliances are given in Figure 3.2. 

Traditional 
contracts 

franchising 

.Licensing 

_ Cross licencing 

Buy/sell contract 

Contractual 
Agreements 

lnterfirm links 

Joint R&D 

Research 
...... consotia 

Joint marketing 

Joint 
-·manufacturing 

Minority Equity 
... Investment 

l_ Equity Swamps 

Strategic alliances 

Fifty fifty Joint 
.. venture 

I Unequal Equity 
L ..... Joint venture 

Figure 3.2: Interfirm links (adapted from Yoshino & Rangan, 1995) 

- 12 -

Dissolution of 
entity 

.-- ! 
i Mergers and 
L ...... Acquisition 



Strategic Alliance Formation in China 

3.2 Alliance drivers 
A complex set of factors is driving organisations to increasingly form strategic alliances (Bitran et al., 
2002). A distinction can be made between the push and pull factors behind the increase in the number of 
strategic alliances (De Man et al., 2000). While the push factors are the developments in the business 
environment which increase the necessity of alliance formation, the pull factors are the strategic objectives 
organisations set out to achieve (De Man et al., 2000). These strategic objectives are attracting 
organisations to form alliances, although internal development and mergers & acquisitions are also 
possible (Porter Lynch, 2001). Whereas the push factors are drivers from the business environment, the 
pull factors are drivers from the organisation itself. As this thesis focuses on the alliance formation 
process, it is useful to gain some insight in the factors which are driving organisations to form alliances. 
These push and pull factors, which are illustrated in Figure 3.3, are therefore briefly explained in this 
section. 
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Figure 3.3: Alliance Push and Pull Factors (Adapted from De Man, 2006) 
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Push factors 
The literature describes a number of partly related developments or forces in the business environment 
which are pushing organisations to form strategic alliances. 

The first development is the individualization of demand (De Man, 2004; De Man, 2006), which 
is a characteristic of highly developed economies. In this type of economy, customers can afford 
to pay for those products and services that meet their specific needs (De Man, 2004). As a result, 
organisations with complementary goods or services need to collaborate to serve these customer 
specific demands (Bitran et al., 2002). 
The second development is the increased competitive pressure (Aldrich et al., 1998; Pekar & 
Allio, 1994; De Man, 2004; De Man, 2006). According to Prahalad and Hamel (1990), strong 
competition intensifies the need for specialisation in core competencies. This kind of 
specialisation automatically entails a need for new strategic alliances (De Man, 2004). 
The third development is the pressure on capital resources (De Man et al., 2000). The pressure on 
organisations to increase shareholder value leads them to focus on their core competencies. This 
leads to a need for new strategic alliances because organisations are looking for partners to 
leverage their core competences (De Man et al., 2000). 
The fourth development is the internationalisation and liberalisation of markets (Yoshino & 
Rangan, 1995; Pekar & Allio, 1994; Gugler, 1992; Bitran et al., 2002; De Man, 2004; De Man, 
2006). Liberalisation has made it possible to access knowledge, resources, and markets in other 
countries (De Man, 2004) and has therefore been an impulse for the internationalisation (De Man, 
2006). Due to this market internationalisation, organisations need more flexible structures and 
new forms of organisations in order to compete successfully on a world-wide basis (Gugler, 
1992). This has been a major force behind the growth of international strategic alliances. 
The fifth development behind the increase in strategic alliances is the development of new 
management techniques and organisational innovations which improves the governance of 
strategic alliances (De Man, 2004; De Man, 2006). With the development of new management 
tools, some notable successes have been achieved (Draulans et al., 2003). If the success rate of 
strategic alliances keeps improving due to these developments, strategic alliances become an even 
more viable alternative to mergers and acquisitions (De Man, 2004). Therefore, the developments 
in management techniques and organisational innovations enable organisations to form alliances. 
The last development in the business environment is the technological turbulence (Douma et al., 
2000; Gugler, 1992; De Man et al., 2000; De Man, 2004; De Man, 2006). Technology is advancing 
so rapidly in many industries that it is impossible for an organisation operating alone to stay in the 
technology race (De Man, 2004; De Man, 2006). Organisations can therefore develop a portfolio 
of alliances to protect themselves against the risk of missing out a technology. Due to the 
capabilities of information processing and data transmission technologies, boundaries between 
industries are blurring (Pekar and Allio, 1994). Increasingly, the technologies from formerly 
separated industries are now converging in new technologies (De Man, 2004). These technologies 
can be developed most effectively when organisations from both industries collaborate. The last 
technology driver behind alliance formation is the developments in the information technology 
which makes effective communication between organisations possible. As alliances require the 
efficient and effective communication, the developments in information technology during the 
recent years have made this possible (De Man et al, 2000). 

The above mentioned developments in the business environment are pushing or driving organisations to 
set up strategic alliances. 

Pull factors 
Next to the developments in the business environment, strategic alliance formation is also driven by pull 
factors which are the strategic objectives organisation set out to achieve. Although the objectives 
mentioned in the literature are manifold, some generic objectives can be distilled. The detailed list of 
objectives offered by De Man (2004), supplemented with some other important objectives, are briefly 
explained. 
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A first objective an organisation may set out to achieve is access to new markets (e.g. De Man, 
2004; Porter Lynch, 2001; Spekman et al., 1996). Due to the liberalisation, internationalisation and 
the converging of industries, organisations are driven to enter new markets and new market 
segments. However, in today's fast-paced world economy, organisations do not have the time to 
establish markets one by one (Elmuti & Kathawala, 2001). Forming alliances with an existing 
organisation already in that market place is therefore a very appealing alternative. This is especially 
important for entering foreign markets because the local partners' knowledge and connections 
facilitate the entry into unknown territory (De Man, 2004). 
The second objective an organisation can set out to achieve is to increase efficiency through 
specialisation, economies of scale or rationalisation (e.g. De Man, 2004; Gugler, 1992; Contractor 
& Lorange, 1988). By selecting a specialised partner, a firm can significantly lower its production 
cost (De Man, 2004). Another way to increase the efficiency is to achieve greater economies of 
scale. In some industries, organisations collaborate with competitors to built and operate 
production facilities (De Man, 2004) or purchase collectively (De Man, 2006). Alliances are 
therefore a viable alternative to increase the efficiency. 
The third objective is to lower the risk and costs of research and development (e.g. De Man, 
2004; Gugler, 1992; Aldrich et al., 1998). Some organisations may find that the financial risk that 
is involved in pursuing a new product or production method is too great for a single organisation 
to undertake. In such cases, organisations come together to spread the risks among all of them 
(Elmuti & Kathawala, 2001). 
The fourth objective is access to specialised competencies (e.g. De Man, 2004; Porter Lynch, 
2001; Gugler, 1992). Not all organisations have the competencies needed to effectively compete 
on their own. Teaming up with other organisations is an appealing alternative to quickly access 
these complementary competencies (Elmuti & Kathawala, 2001). 
The fifth objective is to serve individual consumer needs (e.g. De Man, 2004; Porter Lynch, 
2001). Individualising demand is a challenge an increasing number of organisations must meet 
r.y an Asseldonk, 1998). In general, networks of organisations - with numerous alliances as 
building blocks - are better equipped to meet this type of demand than vertically integrated 
organisations. By combining the products and services of the individual organisations, a network 
can flexibly and cost-effectively serve individual customers (De Man, 2004). 
The sixth objective of an organisation is to hedge against missing out on a technology (e.g. De 
Man, 2004; Aldrich et al., 1998; Porter Lynch, 2001). In many industries, technological 
developments are so rapid, that it has become impossible for a single organisation to invest in all 
of them. By forming a number of alliances, organisations assemble a portfolio of technologies 
from which they can choose the most relevant at a later date. In this way, organisations retain 
access to a variety of technological developments without having to make major investments (De 
Man, 2004). 
The seventh objective is to set the standard for the industry (e.g. De Man, 2004; Adrich et al., 
1998). Because setting the standard is often impossible for one organisation to do, organisations 
therefore team up and use their mutual power to create dominancy in a certain area (De Man, 
2004). 
The eighth objective is to obtain subsidies and government grants (De Man, 2004). Governmental 
research and development programs often require collaboration between organisations. Although 
obtaining subsidies and grants should never be the main objective of an organisation to form 
alliances, it may simulate joining a governmental backed alliance (De Man, 2004). 
The last objective is to reduce or prevent competition (e.g. De Man, 2006; Contractor & Lorange, 
1988; Spekman et al., 1996; Gugler, 1992). Alliances can be used to rationalise the industry by 
collaborating with competitors or to effectively compete with other organisations or alliances (De 
Man, 2006). 

The above mentioned strategic objectives are attracting organisations to set up strategic alliances. Figure 
3.3, combines these objectives with the developments in the business environment to illustrate the most 
important factors driving organisations to form strategic alliances. 
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3.3 Alliance perfonnance 
In spite of the unprecedented growth in alliance activity over the last decades (Figure 3.1 ), there is 
evidence that alliance performance has remained weak (Duysters & Heimeriks, 2002). According Kogut 
(1989), Bleeke & Ernst (1993), and De Man & Duysters, (2007), at least half of the strategic alliances 
entered into may be describes as a failure, while some research has even indicated a failure rate of 60% 
(e.g. Spekman et al, 1996; Kok & Wildeman, 1997). The fact that so many alliances fail despite the 
unprecedented growth makes them an interesting subject for research. Accordingly, numerous surveys 
have been conducted into the success and failure factors (Draulans et al., 2003). In this section, an 
overview is given of factors enhancing alliance success. Before these factors are given, a short 
consideration on when a strategic alliance is considered a failure or a success is given. 

Alliance Success or Failure 
It is not a simple straightforward assignment to determine whether a strategic alliance is a success or a 
failure. As many benefits of alliances are hidden at the outset (De Man, 2004), organisations may consider 
the alliance a success even if these predefined objectives are not achieved. It therefore seems insufficient 
to only assess the performance of the alliance based on these predefined objectives. Accordingly, most 
studies into alliance success rates use the perception of the participating organisations as criteria for 
assessing the performance (e.g. De Man & Duysters, 2007b). However, one partner may perceive the 
alliance as a major success, while the other may consider the same alliance a major failure. Take for 
example an alliance in which organisation A is able to absorb some core knowledge from organisation B. 
Even if this alliance does not achieve its initial objectives, organisation A may consider it a success. On the 
other hand, organisation B might consider the alliance a failure even if it does achieve its initial objectives. 
Should this alliance be perceived as a success or a failure? According to the definition of a strategic alliance 
used in this thesis, the collaboration should be mutually beneficial. An alliance is therefore only considered 
a success if all organisations involved perceive it as a success. Finally, as an alliance can be part of a 
portfolio of alliances, the individual alliance performance may be less interesting. When an organisation is 
faced with ten different technologies which each may become critical for survival, it may set up a portfolio 
of ten alliances, each aiming to explore one of the technologies. The organisation may know that nine 
alliances will fail, but it may not know in advance which of the alliances will be a success. If the 
performance of the alliance is analysed separately, the failure rate is 90%. However, despite the nine 
individual failures, the portfolio of alliances did succeed as it gave the organisation a 100% certified access 
to the winning technology (De Man, 2004). Has this organisation performed very bad or extremely good? 
Again, the perception of the organisations involved on the performance can be used to determine the 
alliance performance when alliances are part of a portfolio. To conclude, instead of assessing the alliance 
performance based on the predefined objectives, it should be assessed based on the perception of all 
organisations involved to prevent bias as a result of the previously described points. 

Traditional Approach versus Alliance Capability Approach 
Research on the factors enhancing alliance performance can be divided into two broad groups, the 
traditional approach which focuses on the alliance itself and the alliance capability approach which focuses 
on the internal organisations of the alliance partners. Increasingly, researchers direct their attention to the 
subject of alliance capabilities, and move away from the traditional approach (De Man, 2001 ). Both 
approaches are illustrated in Figure 3.4 and will be discussed in this section. 

The traditional approach tried to explain alliance success and failure by focussing on the alliance itself (De 
Man, 2001). Research based on this traditional approach concentrated on alliance characteristics and 
structure (Draulans et al., 2003). This research suggests that strategic alliance success and failure can be 
attributed to a number of factors, including: the strategic fit in terms of complementary resources 
(Medcof, 1997; Harrigan, 1985), the organisational fit in terms of compatible cultures, decision-making 
processes and systems (Medcof, 1997; Kale et al., 2000), trust between partners (Arino & De la Torre, 
1998; Cullens et al., 2000), choice of governance structure (Williamson, 1985; Hennart, 1988; De Man, 
2006), impact on sudden major environmental shocks (Mitchell & Singh, 1996), etc. Although this 
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research has delivered some interesting insights, the success rate of strategic alliances has not improved 
significantly (Draulans et al., 2003; De Man & Duysters, 2002). 

Furthermore, the traditional approach is unable to explain the vast difference between the alliance 
performance of organisations (De Man, 2001). Whereas the average alliance success rate lays around 50%, 
successful organisations have success rates of 80 or 90%. On the other hand, unsuccessful organisations 
have success rates of less than 20 to 30% (Boaz Allen & Hamilton, 1998; De Man & Duysters, 2007). This 
clear distinction between individual organisations in their alliance performance suggests that some 
organisations are better able to manage their alliances than others are (De Man, 2001). It may be that the 
most important success factors are not the characteristics of the strategic alliance but the skill of the 
alliance partners in managing alliances (Draulans et al., 2003). 

Organisation A 

Alliance capability research looks at: 
- Experience with alliance 
- Knowledge of alliances 
- Management mechanisms 

Organisation B 

/ 
Strategic alliance 

Traditional research looks at: 
- Alliance structure 
- Type of contract 
- Fit between partners 

Figure 3.4: Alliance capability versus traditional approach Adapted from Draulans et al. (1999) 

As a result, more recent research has focussed on the internal organisation of the alliance partners and 
their skill to manage these alliances successful. This skill is referred to in the literature as the alliance 
capability of an organisation (Draulans et al., 2003). Alliance capability studies the experience organisations 
have with alliances (Gulati, 1999), the knowledge they have built up about them, and the alliance 
management mechanisms they have implemented (De Man, 2001). Alliance experience has traditionally 
been an important determinant of alliance success (e.g. Anand & Khanna, 2000). However, while greater 
alliance experience is an important condition for organisations to build alliance capability, it will not be 
sufficient (Kale et al., 2002). Alliance capabilities would rest upon how effectively the firm is able to 
capture, share, and disseminate the alliance management know-how with prior experience (Kale et al., 
2002). The alliance management mechanisms to capture, share and disseminate this know-how can be 
divided into four categories, namely functions, tools, control and management processes, and external 
parties (Appendix 1). Research has shown that these alliance management mechanisms, combined with 
experience, have a clear positive impact on alliance performance (De Man & Duys ters, 2002; De Man & 
Duysters, 2007; Duysters & Heimeriks, 2002). 
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In contrary to the traditional approach, recent research on alliance capability building indicates a clear 
positive relationship between alliance capabilities and alliance performance (Duysters & Heimeriks, 2002; 
Anand & Khanna, 2000; Kale et al, 2002). The alliance capability approach is also able to explain the vast 
difference between the alliance performances of organisations (De Man, 2001). Therefore, to improve the 
alliance performance, organisations should improve their alliance capability by combining prior experience 
with alliance management mechanisms and routines. 

3.4 Conclusion 
Over the last two decades, the number of strategic alliances has been growing rapidly. Such a strategic 
alliance can be defined as a voluntary, long-term, mutually beneficial, close collaboration between two or 
more independent organisations. The formation of these strategic alliances is driven by a complex set of 
factors which can be divided into push and pull factors. The push factors are the forces in the business 
environment, such as the increased competitive pressure and the internationalisations & liberalisation of 
markets. The pull factors are the strategic objectives organisations set out to achieve, like the access to 
new markets and to lower the risks of research and development. Despite the rapid growth in the strategic 
alliances, the performance has remained weak. Research has shown that alliance management mechanisms, 
combined with experience, have a clear positive impact on the alliance performance. This information 
about the definition of a strategic alliance, the drivers behind alliance formation and the factors enhancing 
alliance performance serve as important background information for the development of the general 
alliance process model. This general model will be presented in the next chapter. 
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4 General Alliance Process Model 

4.1 Introduction 
Literature on alliance formation is fragmented (Osborn & Hagedoorn, 1997), replete with different 
processes, handbooks, roadmaps, and frameworks (e.g. Pekar & Allio, 1994; De Man, 2004; Yoshino & 
Rangan, 1995). Fragmentation of the literature evolved out of the uniqueness and the diversity of alliances. 
In accordance to the unique character of alliances (Draulans et al, 2003; Casson & Mol, 2006), researchers 
developed specific alliance formation models using narrow study domains, while the diversity of alliances 
explains the existence of a multitude of these specific models. A number of these alliance formation 
models from the literature are given in Table 4.1. Most of these models are limited to a particular sector, 
industry, size of company, type of alliance, or geographical area. For example, Duysters et al. (2004) 
developed a handbook for Small & Medium Sized Enterprises, while Porter Lynch (2001) developed a 
workbook for market-related alliances. Although research has shown that alliance mechanisms- like these 
alliance process models- have a positive impact on alliance performance (e.g. Duysters & Heimeriks, 
2002), the overall alliance performance has not improved over the years (Bleeke & Ernst, 1993; Douma, 
1994; Brouthers et al, 1997; De Man & Duysters, 2007). Apparently, the scope of these specific models is 
too narrow to improve the overall performance of alliances. To fill this void, a few researchers have 
attempted to develop a general model. Although these models give a framework for the alliance formation 
process, they lack practical applicability. In Table 4.1, a number of these general models are given as well 
as their main limitations. For example, the general framework offered by Ring & Van de Ven (1994) fails 
to describe the specific activities and tools needed in the alliance formation process. In general, the models 
in the literature are either too specific or lack practical applicability to improve the overall alliance 
performance. Therefore, there is a strong need for a general alliance process model that is practical 
applicable. 

To determine how the alliance formation process should be structured to improve the success rate of 
strategic alliances between Western and Chinese organisations, this new general alliance formation model 
is needed. As the focus of this thesis is not limited to a particular sector, industry, size of organisations, or 
type of alliance, the specific models do not suffice. Furthermore, to improve the success rate of strategic 
alliances, the model should be practical applicable. Research has shown that alliance management 
mechanisms -like tools, activities, and processes- combined with experience have a positive effect on the 
alliance success rate (e.g. Kale et al, 2002). The model needed in this thesis should therefore contain 
practical activities and tools to improve the alliance success rate. 

Although such a general alliance model is currently nonexistent, the models in the literature contain all 
aspects needed. While the current general models offer a framework to structure the alliance process, the 
specific models offer a complete set of practical activities and tools. The model can be considered 
complete as the union of specific models contains all industries, sectors, sizes of organisations, and type of 
alliances (see Table 4.1). As a result, the bias towards a subset of alliances is limited making the model 
general applicable. The new general alliance process model is therefore developed by combining numerous 
alliance processes, roadmaps, handbooks, and frameworks from the business and academic literature. 

The aim of this chapter is to describe this new alliance formation model. As this model is developed by 
combining existing models, the limitations and opportunities of these models are described first. Second, 
the general alliance formation model is presented by giving the different phases in the model as well as the 
activities within these phases. 

4.2 Limitations of Current Models 
As numerous existing alliance formation models are used to develop the new general model, a basic 
understanding about these existing models is needed. In total, eight alliance formation models are used 
from which five can be classified as specific and three as general. A detailed description of these models is 
given in Appendix 3, including the research approach and proposed alliance formation process. The main 
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limitations of these models are presented in this section to explain why the models do not suffice alone, 
but do if combined. 

To determine the limitations of these existing models, the requirements of the new model are used as 
evaluation criteria. First, because the new model should be general applicable, the existing alliance 
formation models are evaluated on their bias toward a particular sector, industry, size of company, type of 
alliance, or geographical area. Second, because the new model should also be practical applicable, the 
existing models are evaluated on their practicality. The limitations of each of these models are given in 
Table 4.1. 

Specific Models General Models 

Pekar De Man, Duysters, Porter Harbison Yoshino Ring and 

and Allio Van Der Van den Lynch and DeMan 
and Van de 

Zee, and Oord, Rangan Ven 
(1994) 

Geurts Post 
(2001) Pekar Jr. (2004) (1995) (1994) 

(2000) (2004) (1998) 

Practical Applicable ../ ../ ../ ../ ../ 
All industries ../ ../ ../ ../ ../ ~/ ../ .. 

·····-

All sectors ../ (private & Public) 

All sizes of ../ ../ ../ organisations 
(MNE&SME) 

All Geographical ../ ../ ../ ../ ../ ../ Areas 

All types of ../ ../ ../ ../ ../ ../ ../ alliances 

Table 4.1: Current alliance process models 

One of the models is the strategic alliance process developed by Pekar and Allio (1994). This model was 
identified in a survey held among top management of a number of Fortune 500 companies form a wide 
spectrum of industries, including electronics, communications, entertainment, financial services, insurance, 
food, pharmaceuticals, and manufacturing. Next to the survey, field interviews were also held with top 
executives of some of these American companies. The identified strategic alliance process consist of four 
sequential stages, namely strategy development, partner assessment, contract negotiation, and alliance 
operations. For each of these phases, some practical activities are identified as well. 

The alliance process of Pekar and Allio (1994) can be classified as a specific model containing practical 
applicable aspects. Although a wide spectrum of industries is covered, the research is limited to a 
particular size of organisations, sector, and geographical area. First, because the survey and interviews 
were held with Fortune 500 companies, only large companies were involved. Second, the research is 
limited to the private sector as only private companies were involved. Finally, the results may be biased 
toward a particular geographical area, because both the companies and the researchers are from the 
United States. This may result in a cultural bias in the identified strategic alliance process. Due to these 
limitations, the model is classified as a specific model fo.1; American top companies. This model satisfies 
the requirement of practical applicability, but the bias towards a particular size of organisation, sector, or 
geographical area limits the general applicability of the model. 

These limitations on the general applicability are not unique to the strategic alliance process identified by 
Pekar and Allio (1994), as many of the existing models are also biased toward a particular sector, size of 
organisation, or geographical area (Table 4.1). Just like Pekar and Allio (1994), almost all authors have 
focused their model on the private sector (Pekar & Allio, 1994; De Man, 2004; De Man et al, 2000; 
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Yoshino & Rangan, 1995; Duysters et al, 2004; Porter Lynch, 2001; Harbison & Pekar, 1998). However, 
the growth of alliances has not been limited to the private sector as public organisations are increasingly 
involved in it (Murray & Mahon, 1993; Bitran et al, 2002). The differences between public and private 
organisations may limit the applicability of these models to the private sector. Furthermore, many authors 
have focussed on a particular size of organisation (Table 4.1). Most of them have developed their model 
for Multinational Enterprises (MNEs) (Pekar & Allio, 1994; De Man et al, 2000; Porter Lynch, 2001; 
Harbison & Pekar, 1998), while others have focussed solely on Small and Medium Sized Enterprises 
(SMEs) (Duysters et al., 2004). However, because of the differences between MNEs and SMEs, the 
applicability of these models is expected to be limited to the particular size of organisation for which the 
model is developed. Additionally, some models are biased toward a particular geographical area (Table 
4.1). Just like Pekar and Allio (1994), Porter Lynch (2001) has focussed his model on the United States. As 
cultural differences exist between geographical areas, the applicability of these models may be limited to 
the United States. 

Next to these three limitations on general applicability, some models are biased towards a particular 
industry or type of alliance (Table 4.1 ). The partnering process of De Man et al. (2000) is developed using 
mainly cases from the Information Technology industry, which may result in a bias toward this industry. 
This bias toward this industry can make this model dependent on it and therefore limits the general 
applicability of the model. As indicated before, the model developed by Porter Lynch (2001) focuses on 
market-related alliances. However, as alliances with different objectives have different needs (De Man, 
2004), the applicability of this model may be limited. 

In addition to the limitations on the general applicability, some models lack practicality (Table 4.1 ). These 
models offer a general framework for alliance formation, but fail to give specific activities and tools (De 
Man, 2004; Yoshino and Rangan, 1995; Ring & Van de Ven, 1994). Although these models (partly) satisfy 
the requirements of general applicability, their practical applicability is limited. 

One of these models with limited practical applicability is the network process developed by De Man 
(2004). Based on academic research and practical experience, a seven step process was developed to form, 
manage, and change networks. The seven steps in the cyclical process are business strategy, network 
strategy, network structure, partner selection, implementation, management, and change. For each of 
these steps, existing academic and practical knowledge was integrated into the model. 

The network process of De Man (2004) offers a general framework for the formation and management of 
networks, but lacks practical activities and tools. While the other models focus on alliances, this model 
uses a broader scope by focussing on networks. As alliance formation is only an element of the network 
process, limited attention is given to the actual formation of individual alliances. In addition, no practical 
activities and tools are given despite the use of practical knowledge to develop the model. However, the 
model does provide a general framework for alliance formation including relevant network issues. This 
model therefore satisfies the requirement of general applicability, but fails to offer practical applicable 
activities and tools. 

As Table 4.1 indicates, none of the existing models satisfies both requirements of being general and 
practical applicable. Although some models offer practical activities and tools, the bias towards a particular 
sector, size of company, geographical area, industry, or type of alliance limits their general applicability. 
Other models offer a framework which is general applicable, but lack practicality. As an alliance formation 
model is needed that is both general and practical applicable, none of these existing models suffice alone. 
However, Table 4.1 further indicates that the union of existing model contains all aspects needed. While 
the general models offer a framework, the specific models offer a complete set of practical activities and 
tools. The new general alliance formation model is therefore developed by combining the existing models. 
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4.3 New general alliance formation model 
In order to combine the eight existing models into one general model, a two-step approach is used. First, 
the phases of the new model are determined by uniting the phases of the existing models (Appendix 4). 
Although different models have divided the alliance process into different phases, similarities can be 
identified. In the table in the appendix, phases of different models with rather similar objectives are 
positioned in the same row. For example, the business strategy phase (De Man, 2004), organisation 
strategy phase (Duysters et al, 2004), the "rethink the business" phase (Yoshino & Rangan, 1995), and the 
context phase (De Man et al, 2000) all deal with defining the business strategy of the organisation. If a 
phase does not exist in a particular model, the cell is left empty. For instance, the process framework of 
Ring and Van de Ven (1994) does not have a phase dealing with defining the business strategy. For each 
of these identified phases, the most suitable name is chosen from the existing names. In order to reduce 
the number of phases some are combined, like the operational planning & structuring phase. In general, 
the sequence of phases in a model has not been changed. Only the network structure phase of De Man 
(2004) and content phase of De Man et al. (2000) are repositioned as they comprise the same activity as 
the structuring phase of other models. This repositioning is indicated by brackets. In the new general 
model, the alliance formation process is divided into seven sequential phases, namely the business strategy, 
alliance strategy, partner selection, negotiation, operational planning & structuring, implementation, and 
management & evaluation (Figure 4.1). 

Business 
Strategy 

Figure 4.1: Phases new General alliance process 

Implement 
a ti on 

Management 
& Evaluation 

Second, to offer a complete set of activities in each of these phases of the new model, the activities of 
existing models are listed, repositioned, and combined. First, all activities of a phase of an existing model 
are listed at the corresponding phase of the new model. For example, all activities of strategy development 
phase of Pekar and Allio (1993) are listed at the alliance strategy phase of the new model. Second, as 
existing models have divided the alliance process differently, activities may be incorrectly listed. As the 
model of Duysters et al. (2004) does not have a separate negotiation phase, these activities are listed 
wrongly at the partner selection phase of the new model. Therefore, the current positions of activities are 
evaluated and activities are repositioned if needed. Finally, activities of different models with similar 
objectives are combined (Appendix 5). As a result, each of the phases of the new model covers a complete 
set of correct activities from the existing models. 

To explain this new general alliance model into more detail, the phases are discussed individually in this 
section. For each phase, the main objectives and activities are explained. Furthermore, if checklists and 
practical tools are available in the existing models, these are adapted and provided in Appendix 6. 

Phase 0: Start up Alliance formation process 
Before starting an alliance formation process, the roles and responsibilities of entities in this process 
should be clarified to reduce ambiguity later on. The management team of the organisation should 
therefore first indicate who should assign these roles and responsibilities to entities. This activity may be 
executed by an alliance manager who reports the results directly to the management team. For this activity, 
a RACI-chart can be used to assign tasks to persons or groups of persons (Checklist 1). For each task, it is 
indicated who is responsible, who should be kept informed, who should be consulted, and who is 
accountable for the results. An entity should be held responsible for a particular task to prevent it from 
slipping through the cracks (Porter Lynch, 2001). The roles and responsibilities for the complete process 
should already be assigned to entities from the outset to assure some entity is responsible for a task at any 
time. During the process, the content of the RACI-chart may be adapted if needed. Therefore, at the 
beginning of each phase the content of this RA CI-chart should be reassessed as new (other than expected) 
entities may get involved or the roles and responsibilities of current entities may change. 
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Phase 1: Business strategy phase 
The business strategy phase deals with determining the organisation strategy and the role of alliances in it. 
Because strategic alliances are only a vehicle to execute the organisation strategy (Porter Lynch, 2001), it is 
important to define this strategy first. Therefore, the capability gap of an organisation needs to be 
identified by analysing the key aspects in the business environment and the internal organisation. The 
organisation strategy defines how the organisations can fill this capability gap by using internal growth, 
mergers & acquisitions, or strategic alliances. The specific activities needed in the business strategy phase 
are: 

1. External analysis 
2. Internal analysis 
3. Define vision and mission 
4. Identification of shortcomings 
5. Determine organisation strategy 
6. Gain Formal Approval Organisation strategy 

Activity 1.1: External analysis 
In the external analysis, the key aspects of the business environment need to be determined. Making sense 
of the business environment is however extremely difficult, due to the many different influences, the 
complexity, and the speed of change (Johnson et al, 2005). To reduce the difficulties, the business 
environment can be divided into 3 layers, namely the macro-environment, the industry, and the 
competitors. For each of these layers, excellent tools are already developed. To identify the future trends 
in the macro-environment, the PESTEL-Framework combined with Porter's Diamond (Porter, 1990) can 
be used. The five forces framework (Porter, 1980) and the concept of cycles of competition (D' Aveni & 
Gunther, 1995) can be useful in understanding how the competitive dynamics within and around an 
industry are changing. The concept of strategic groups (McGee et al, 1995) can help with the identification 
of both direct and indirect competitors (Johnson et al, 2005). As this thesis focuses on strategic alliances 
and not on corporate strategy, a complete description of these tools would go beyond the scope of this 
thesis. The result of the external analysis should define the opportunities and threats in the business 
environment. 

Activity 1.2: Internal analysis 
In the internal analysis, the strategic capabilities of the organisation need to be determined. Strategic 
capabilities can be defined as the adequacy and suitability of the resources and competences of an 
organisation for it .to survive and prosper (Johnson et al, 2005). To determine these resources and 
competences, some tools are available in the literature. The value chain (Porter, 1985) can be helpful in 
understanding how value is created or lost in terms of the activities undertaken by an organisation. The 
activities which underpin the strategic capabilities may be understood by activity mapping (Johnson et al, 
2005). As a complete description of these tools would also go beyond the scope of this thesis, they are not 
elaborated here. The result of the internal analysis should provide insight into the strengths and 
weaknesses of the organisation. 

Activity 1.3: Define vision and mission 
After performing the internal and external analysis, the vision and mission of the organisation should be 
defined. A vision can be defined as the desired future state: the aspiration of the organisation (Johnson et 
al., 2005), while the mission can be defined as the role the organisation should play in this future state 
(Duysters et al, 2004). This activity should result in a clear view about the desired future of an 
organisation. 

Activity 1.4: Identification of shortcomings 
The fourth activity in the business strategy phase is the identification of the capability gap of the 
organisation. After defining the desired future state and the role of the organisation in it, the required 
competences and resources to fulfil this role can be identified. By comparing the required capabilities with 
the current ones, the capability gap can be determined. Next to the capability gap, the competences and 
resources that are no longer needed and can be disbanded should be identified as well. By combining the 
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results of the previous three activities, this activity should result in an understanding of the capability gap 
of the organisation. 

Activity 1.5: Determine organisation strategy 
After determining the capability gap and surplus, the organisation strategy can be defined. The strategy 
should indicate how the missing competences are obtained and how others are disbanded. Fundamentally, 
there are three ways to obtain the missing competences: internal (organic) growth, mergers & acquisitions, 
and strategic alliances (Porter Lynch, 2001). O bviously, a combination of these three options is possible as 
well. As each approach has its own advantages and disadvantages, no approach is inherently better than 
another. Every business case should therefore be thought through as to the best approach. Table 4.2 
illustrates some pros and cons of each option, while Table 4.3 indicates the conditions under which a 
certain option is preferred. If alliances are chosen to fill the capability gap, the aims and benefits of 
collaboration should also be determined by the organisation (De Man, 2004). To structure the process of 
selecting the most suitable strategy to obtain the missing competences, the organisations should determine 
the most important pros and cons of each of the three strategies (Checklist 2). Based on these results, the 
preferred organisation strategy to obtain all missing competences is defined. 

Pros Cons . Strengthen internal capabilities . Expensive . Tai lor growth to needs . Time consuming 
Internal . Control assets & technology . Value capture delayed 

growth . Maintain core competencies . Uncertain success . Limited expansion/growth . Competitive disadvantages . Quick entry into similar . Large cash outlay 

businesses/geography . Massive integration challenges 

Mergers & 
. Proven capability . Uncertain regulatory approval . Product differentiation . High risk 

Acquisitions . Reduce supply/demand interruptions . Complex deal negotiation . Expand competencies . Disruptions from simultaneous 

acquisitions . Quick entry into new . Shared rewards 

businesses/geography . Governance challenges . Proven capability . Must define performance . Shared risk . Lack of attention 

Alliances . No acquisition premium . Portfolio management challenges . Multiple alliances possible . Control difficulties . Expand competencies . Change positioning . Value chain leverage 

Table 4.2: Pros and Cons of Strategic options (Porter Lynch, 2001) 

Speed of Resource 
Similarity Change in the Risk 

expansion availability environment 

Internal 

growth 
Low Slow High The same Slow 

Mergers & Low to 
Moderate High to moderate High simi larity Moderate 

Acquisitions moderate 

Alliances High Fast Moderate to low Different Extensive 

Table 4.3: Relation conditions and preferred strategic option (Porter Lynch, 2001) 
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Activity 1.6: Gain formal approval organisation Strategy 
Before proceeding to the alliance strategy phase, the results of the current phase should be approved by 
the earlier appointed entity (see the RACI-chart developed in Start up phase) . To inform this and other 
entities, the most important decisions and results should be presented in a management summary. This 
summary can also be useful in a later phase, as it indicates why certain decisions are made. A basic format 
of a management summary for the business strategy phase is given in Checklist 3. If alliances are part of 
the organisation strategy, the organisations can proceed to the next phase after formal approval. 

Phase 2: Alliance strategy phase 
In the alliance strategy phase, both the overall and individual alliance strategy should be defined. In the 
previous phase, the trade-off is made for which strategic objective internal growth, mergers & acquisitions, 
and strategic alliances are used. The overall alliance strategy should provide an answer to the question of 
how alliances are used to realise these specific strategic objectives, taking into account the risks, availability 
of resources, and the trends in the business environment (Duysters et al., 2004). Next to the overall 
alliance strategy, the strategy for each individual alliance needs to be defined as well. It is critical to 
determine the strategic drivers for the alliance of both the own organisation and the prospective partner. 
Furthermore, the Value Added Proposition for the customer needs to be defined as well. As the 
prospective partners are not known at this stage of the process, the activities should be performed 
individually. To determine the overall and individual alliance strategy, the following activities should be 
performed: 

1. Design optimal alliance portfolio 
2. Management of optimal alliance portfolio 
3. Determine strategic drivers 
4. Determine value migration 
5. Determine alliance strategy 
6. Determine individual network position 
7. Define breakthrough value added proposition 
8. Assess impact on stakeholders 
9. Create fall back positions 
10. Quick scan possibilities and preconditions 
11. Gain formal approval Alliance Strategy 

Activity 2.1: Design optimal alliance portfolio 
To define the overall alliance strategy, an optimal alliance portfolio needs to be designed. With regard to 
this portfolio, a distinction can be made between strategic partners, obligatory partners and support 
partners (Wildeman et al., 1998). The organisations should develop a partner program for each of these 
groups which specify the general conditions, the conditions of a particular group, and the transition 
process between groups. Obviously, the partner programs need to be communicated with the prospective 
partners. The result of this activity is an alliance portfolio consisting of partner programs for the different 
groups of alliances. 

Activity 2.2: Management of optimal alliance portfolio 
After the optimal alliance portfolio has been designed and partner programs have been developed, an 
assessment of the current partners of the organisation should be made. These partners should be classified 
in one of the new partner programs and should be assessed on the balance between investment and added 
value for the organisation (Figure 4.2) . This figure also illustrates which action should be undertaken when 
an imbalance is obtained between added value and investments. If an alliance does not have any added 
value for the organisation, the alliances should be disbanded. The result of this activity is the alignment of 
current partners to the new alliance portfolio and partner programs. 
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Figure 4.2: Portfolio Management Matrix (Adapted from Wildeman et al., 1998) 

Activity 2.3: Determine strategic drivers 
For individual alliances, the strategic drivers of the organisation and the preferred drivers of a prospective 
partner need to be determined. Strategic drivers can be classified as internal or external and proactive or 
reactive, resulting in four quadrants: customer driving forces, competltlve driving forces, 
capability/ capacity driving forces, and core competency driving forces (Figure 4.3). These drivers of an 
alliance should be strong enough to keep the partners aligned. Organisations should therefore attempt to 
maximize the number or the strength of these strategic drivers on both sides of the alliance. If the driving 
forces on either sides of the alliance diminish, the future of alliance may be in jeopardy. It is therefore a 
necessity to identify the strategic drivers and their duration early in the alliance process. Once the alliance 
is underway, organisations should remain keenly aware of these drivers, because they are vital to the 
continued understanding of and commitment to the alliance's mission and purpose by all organisations. 
Although alliances almost always have some reactive driving forces, it should have sufficient proactive 
drivers to propel the alliance. After the strategic drivers of the organisation are determined, the preferred 
drivers of the prospective partner need to be determined as well. Checklist 4 can be used to structure this 
activity. 

Opportunity 
Driven 

rv Core Competency Driving Strategy I Customer Driving Forces 
Forces (Proactive) Unsatisfied Customer Needs 

Internal 
drivers 

New Technologies & 
Processes 
Existing Strengths 
(i.e. Distribution) 
Human Resotxces 
New Products 
Excess Capacity 
Total Quality 
Management 
Initiatives 

Ill Capab ility I 
Competency Driving 
Forces 

Profit Dec.ine 
Quality low 
Productivity Low 
Innovation 
Stagnant 
Morale Poor 
Sales Stagnant 

Problem 
Driven 

Strategy 
(Reactive) 

Emerging Customer Needs 
New Markets Emerging or 
Diversifying 
Supplier-Customer 
Relationships 
Acquisition Opportunities 
Hybridization of Differing 
Technologies 

External 
drivers 

II Competitive Driving Forces 
Loss of Market Share 
Competitor Predation 
Merkel Collapsing 
Loss of Sales 
Escalating Supply Costs 
Government Regulations 
Hostile Take-Over Threat 
Disruptive Technologies 
New Market Entrants 

Figure 4.3: Strategic Drivers (adapted from Porter Lynch, 2001) 
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Activity 2.4: Determine value migration 
In designing the alliance strategy, organisations must recognise from the outset that not only will the 
strategic drivers be changing, but the nature of value will also shift dramatically over time. This shift is 
called the value migration, and its impact on the alliance can be profound. It is vital for all alliance partners 
to have a common vision regarding these shifts, because they must position themselves, their investments, 
and their technologies to capture the value (Porter Lynch, 2001). To determine the value migration, 
Checklist 5 can be used. 

Activity 2.5: Determine the alliance strategy 
Clarifying the strategy of the alliance is an indispensable activity for success, especially if a large number of 
organisations are involved (De Man, 2004). As mentioned in Section 3.2, a wide variety of strategic 
objectives are attracting organisations to form alliances. The alliance strategy is derived from the overlap 
in these objectives of all participating organisation (De Man, 2004). Although alliances can have several 
objectives, it is advisable to determine the priority of each of these objectives in order to focus attention 
and resources (Duysters, 2001). All too often strategy is left in a vague, unmeasurable, unactionable state 
of being, with no clearly defined, targetable program of action (Porter Lynch, 2001). Organisations are 
advised to translate the often vague strategy into something that is more concrete, specific, and definable. 
By redefining the alliance strategy with the partners later on in the process, organisations can ensure 
strategic alignment, thus enhancing strategic fit (Porter Lynch, 2001). 

Activity 2.6: Determine individual network position 
If the strategic alliance is multilateral or part of a network of alliances, each organisation should determine 
the optimal position in the alliance or network. It needs to answer the question in what way it is best 
placed to profit from the expected alliance benefits. There are three positions which an organisation may 
occupy in a network or multilateral alliance, each having its pros and cons: Group member, bridge, 
orchestrator (De Man, 2002 op cit De Man, 2004). Group members are participants in networks that do 
not occupy a special position, but do have multiple relations with other organisations in the network. A 
bridge is an organisation that is in a position in which it has relations with two or more (groups of) 
organisations, where these (groups of) organisations do not have an alliance between them. The 
ochestrator is the central player in the network or the multilateral alliance. Which position serves the 
organisation's interest best, depends among others on its own capabilities and industry characteristics. 
Table 4.4 provides an overview of the merits and demerits of each network position. 

Activity 2.7: Define breakthrough Value Added Proposition 
While the previous activities focused on the internal needs and objectives of the organisation, the 
breakthrough value added proposition (V AP) deals with the external value of the alliance. It should 
indicate precisely why this alliance provides greater benefits to the customer than other competitive 
offerings. The VAP is a critical unification point because it focuses externally on the customer, rather than 
internally on the individual organisations. When frictions arise, the VAP will help to coalesce the alliance. 
Organisations should define the V AP in terms of measurable results, so that the alliance will have clear 
benchmarks for its performance. As the prospective partners are not known at this phase of the process, 
this activity should be executed individually. In the upcoming phases, this V AP will be redefined and 
elaborated together with the prospective partner. To determine this breakthrough value added 
proposition, Checklist 6 can be used. 

Activity 2.8: Assess impact on stakeholders 
Next to the impact on the customers, the organisation should also assess the impact of the alliance on the 
other stakeholders. This thorough assessment should be broad, covering not just the concerns of the 
obvious parties -investors, workers, suppliers- but also of unions and regulatory officials. It should also 
consider what might be done to alleviate whatever concerns are identified (Harbison and Pekar, 1998). 
Checklist 7 can be used to assess the impact of the alliance on the stakeholders. 
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Group member Bridge 
Equal partner in a network, Company that positions itself 

Definition 
having relationships with all between two unconnected 

other partners in the network partners/networks 

. Referral of clients, partners . Access to a variety of . Timely access to information and knowledge 

information and knowledge . Divide and rule . Easy to set up new . Flexibility (low level of 

alliances within the integration) 

network . Hedge risks 
Advantage . Efficient management; . Fewer alliances to manage 

shared norms ease 

cooperation . Reliability; no opportunism . Specialisation 

. Many partners: . Low trust and commitment; 

Bureaucracy, rigidity, no exchange of key 

dependency information . Myopia: what happens . High partner turnover 

outside the network? . Chance of being left in . Entry of new partners their own 

Disadvantage difficult . Disclosure of sensitive 

information . Vulnerable to competence 

destroying innovation or 

replacement 

Table 4.4: Merits and demerits of network positions (De Man, 2004) 

Activity 2.9: Create fall-back positions 

Orchestrator 
Core partner in a network 

. Attraction: best partners 

approach the central player . Best access to information . Ability to withhold 

cooperation and thus 

inhibit new competitors 

from blossoming 

. Seen as the one 

responsible . Large share of the 

management burden 

Organisations should maintain a set of strategic options as a defence against the eventuality of a partner 
turning adversary and, more generally, as a mechanism for coping with future developments. Additionally, 
it is advisable to create fall-back options, because partners may not be able to meet expectations ()'. oshino 
and Rangan, 1995). Organisations should therefore determine if sufficient strategic options remain open 
before entering an alliance. 

Activity 2.10: Quick Scan Possibilities and Preconditions 
Although the preconditions, potential partners, and organisational structure should be selected in 
upcoming phases of the alliance process, a first impression about these issues should already be formed. 
Within an organisation, a set of standard preconditions for alliances may exist. In addition, some alliance 
specific preconditions may already be identified in the previous activities. These preconditions should be 
listed in Checklist 8 as they form the basis of future activities. An organisation may already be familiar 
with several potential partners, like current partners, partners from current partners, and best-in-class 
organisations (De Man et al., 2000). These potential partners should also be listed in Checklist 8 and will 
be used as input in the next phases. A first impression about the preferred organisational structure of the 
alliance should also be created. This preferred structure may be kept in mind when selecting the most 
suitable partner and when negotiating with this partner. However, in the upcoming phases the focus 
should be on the alliance strategy and function instead of on the structure of the alliance as the later 
should only provide the setting to achieve the strategy ()'. oshino and Rangan, 1995; Porter Lynch, 2001). 
The preferred structure should also be listed in Checklist 8, which is used as input in the Operational 
Planning & Structuring phase to determine the eventual organisation structure. 
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Activity 2.11: Gain formal approval Alliance Strategy 
Before proceeding to the partner selection phase the results of this phase should be approved by the 
earlier appointed entity (see the RACI-chart developed in Start up phase). Checklist 9 provides a basic 
format of a management summary for the alliance strategy phase in which the most important results can 
be summarised. 

Phase 3: Partner selection phase 
In the partner selection phase, the most suitable partner is selected from a long list of potential partners. 
The organisation should develop an optimal partner profile to make an initial selection of the potential 
partners. Next, the partners who satisfied the requirements should be examined more closely using due 
diligence, a fit analysis and a risk & reward analysis. The specific activities in the partner selection phase 
are: 

1. Perform a self-analysis 
2. Create long list of potential partners 
3. Define optimal partner profile 
4. Create short list of potential partners 
5. Selection meeting short-listed partners 
6. Evaluate preconditions 
7. Candidate research and due diligence 
8. Perform a fit analysis 
9. Analyse Risk & Rewards 
10. Select most suitable partner 
11. Gain formal approval Partner Selection 

Activity 3.1: Perform a self analysis 
Because an organisation must know itself before it can understand what type of partner it needs (Kanter, 
1994 op cit De Man et al., 2000), the partner selection phase starts with a self-analysis. The organisations 
should have a clear view of its own corporate culture, competencies, alliance capability, etc. In other 
words, the firm must be able to point out its own attractiveness as a partner, and its own potential 
drawbacks that may constitute a risk in the partnering process (De Man et al. , 2000). 

Activity 3.2: Create long list of potential partners 
Once the self-analysis has been completed, a long list of potential partners should be drawn up. The list of 
potential partners identified in the quick scan (see results Activity 2.10) should be expended with other 
potential partners (Checklist 10). This is often completed quickly, because organisations are familiar with 
several potential partners (De Man et al., 2000). As the aim of this activity is to identify as many potential 
partners as possible, it is important not to assess their suitability for the alliance already. 

Activity 3.3: Define optimal partner profile 
An optimal partner profile needs to be developed to assess the suitability of the potential partners. Based 
on the preconditions, alliance strategy, the strategic drivers, and the value added proposition, the partner 
profile should describe the type of partners the organisation needs for this alliance (Porter Lynch, 2001). 
The desired partner should be described in terms of structure, management style, financial strength, 
corporate culture, competencies, alliance capabilities, strategy, etc. The partner profile also defines which 
of these issues are basic requirements and which are optional or "nice to have" (De Man et al., 2000) . The 
relative importance of these "nice to have" criteria should be determined as well by assigning a weight 
factor to these criteria. The requirements and their importance should be described in Checklist 11. 
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Activity 3.4: Create short list of potential partners 
The requirements of the optimal partner profile can be used to make an initial selection of the long-listed 
partners (Checklist 11). This initial selection can often be made without actual contact with the potential 
partners, for example, through previous experience with the company, the Internet, business journals, etc 
(De Man et al., 2000). First, it should be determined if the potential partners satisfy all the basic 
requirements. If not, the potential partner should not be knocked out as it is unsuitable for the proposed 
alliance. Second, it should be determined which optional requirements are satisfied by the potential 
partners. Based on these results, a short list of approximately three prospective partners can be drawn up 
(De Man et al., 2000). In Checklist 12, an organisation can describe the pros and cons of each of the 
short-listed partners as well as the main reasons why the other partners are not selected. 

Activity 3.5: Selection meeting short-listed partners 
Before actually meeting the short-listed partners, the risks of approaching them should be assessed. 
Organisations can use Checklist 13 and 14 to list the major risks, their likelihood, impact, and possible 
countermeasures. Based on these results, the organisation should prepare the selection meetings. It should 
be determined who is involved, which strategy is used, which information is shared, and which 
information is needed from these partners. As information will be shared between the organisations from 
this activity onwards, a confidential agreement/ non-disclosure agreement should be signed if this shared 
information is sensitive or proprietary (Porter Lynch, 2001). 

Activity 3.6: Evaluate preconditions 
It should be determined if the potential partners are willing and able to comply with each other's 
preconditions. Just like the proposing organisation, the short-listed partners may have a set of 
preconditions for the proposed alliance. Only if the organisations are willing and able to comply with each 
other's preconditions, the partner selection process can continue. Checklist 15 can be used to evaluate the 
preconditions. 

Activity 3. 7: Candidate research and due diligence 
After the initial selection, a detailed examination of the short-listed partners is needed. Such an analysis 
into the background of a prospective partner is called Due Diligence, which is more than just a credit 
check: it should maximize the changes of a successful alliance, avoiding entering into a deal that will 
eventually sour (Porter Lynch, 2001). A Due Diligence analysis should examine both the hard and the soft 
issues of the prospective partner. Critical hard issues are, for example, the financial & tax issues, valuation 
issues, and environmental & facilities issues. Soft issues refer to the relationship with suppliers & 
customers, industry reputation, and the strategic alliance track record (Porter Lynch, 2001). The results of 
the Due Diligence should be listed in Checklist 16. The result of this detailed examination should give an 
indication of both strengths and weaknesses of the prospective partners. 

Activity 3.8: Perform a fit analysis 
To examine whether the organisations complement each other, the strategic, operational and cultural fit 
needs to be determined. As far as strategic fit is concerned, key variables include the organisation's view of 
the business, whether the respective competencies are complementary, and if the market positions match. 
Operational fit refers to matching organisational structures, management methods and routines. 
Determining the cultural fit is often the most difficult step, because of the intangible nature of the 
corporate culture. In the same way, the elements of trust and commitment are often hard to pinpoint (De 
Man et al., 2000). Nonetheless, these cultural issues are crucial for alliances and sufficient clarity needs to 
be obtained on these points (Porter Lynch, 2001). Checklist 17 can be used to analyse the fit between the 
organisations. For each of the prospective partners it should be determined how good the fit is, where the 
misalignments are, how important these are, if they can be corrected, and what further analysis should be 
performed (Porter Lynch, 2001). 

Activity 3.9: Risk & Reward analysis 
Before the most suitable partner is chosen, the major risks and rewards of a particular alliance should be 
identified. The proper division of risks and rewards serves not only the doctrine of fairness in an alliance, 
but it creates the proper long term motivation. By taking away the risk or rewards of one of the 
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organisations, there is a high chance the alliance will fade away (Porter Lynch, 2001). Organisations should 
determine the risks of the proposed alliance, their impact, likelihood, and possible countermeasures. These 
risks can be divided into market risk, competitive risk, cooperative environment risk, management risk, 
political risk, resources risk, capital risk, and prospective partner risk. This analysis can be structured using 
Checklists 13, 14, and 18. 

To identify the rewards of a strategic alliance, an organisation can use the Strategic Return on Investment 
(STROI) (Figure 4.4). The STROI does not only measures the rewards based on the financial gains, but 
also takes the market impact, competitive advantage, organisation effectiveness, and innovative capacity 
into account. Each organisation should develop a STROI matrix using Checklist 19. For each of the five 
dimensions, the invested resources (in time, money, materials, or people), and the expected returns need 
to be determined. By developing the matrix together with the prospective partner, the organisations 
become unified in their goals and the methods by which they will be gaining return on investment (Porter 
Lynch, 2001). 

Strategic 
Return on 
Investment 

Figure 4.4: Strategic Return on Investment (Porter Lynch, 2001) 

Activity 3.10: Select most suitable partner(s) 
Based on the results of Due Diligence, fit analysis, and the risk & reward analysis, the most suitable 
partner must be selected from the short-list (Duysters et al., 2004). In Checklist 20, the pros ad cons of the 
selected partner should be described as well as the reasons for not selecting the other short-listed partners. 
With the selected partner, the organisation should enter the negotiation phase. If these negotiations fail, 
the organisation should again perform this activity by selecting the most suitable partner from the 
(reduced) short-list and start negotiating with that partner. 

Activity 3.11: Gain formal approval Partner Selection 
Before proceeding to the negotiation phase, the results of this phase should be approved by the earlier 
appointed entity. In the management summary, it should be explained why this partner is chosen instead 
of the other prospective partners. A basic format of such a management summary is given in Checklist 21. 

Phase 4: Negotiation phase 
The most important aspect of the negotiation phase is to determine if the potential partners can achieve a 
mutual win/win arrangement. Although the organisations have already identified this arrangement 
individually in the previous phases, they should now identify this arrangement together (Duysters et al., 
2004). The result of this phase should be a brief Memorandum of Understanding and Principles (MOUP) 
which outlines the fundamentals of the alliance, including the purpose of the alliance, the presumed 
operational interfaces, and the key objectives & responsibilities. The activities needed in the negotiation 
phase are: 
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1. Appoint negotiating team and champions 
2. Assessing bargaining power & prepare negotiations 
3. Determine chemistry 
4. Negotiate with partners to create win/ win 
5. Detailed documentation and Due Diligence 
6. Formulate MOUP 
7. Identify subjects left to negotiations 

Activity 4.1: Appoint negotiation team and champions 
At the start of the negotiation phase, a negotiation team should be appointed including the alliance 
champions, the alliance manager, and a part of the operations team (Duysters et al., 2004). It is an 
inviolate law that an alliance requires a champion representing each of the organisations involved. A 
champion should believe in the future of the alliance, should have unequivocal confidence of and access 
to top management, and should have a vision for the future of the alliance (Porter Lynch, 2001). The 
involvement of the champion should result in sufficient resources and support from the sponsoring 
organisations (Duysters et al., 2004). 

Next to the alliance champion of each organisation, the most important person will be the alliance 
manager who will be held responsible for the day-to-day operation of the alliance. Very early in the 
negotiation process, the alliance manager should be designated by all organisations involved. Failure to 
designate this individual in the negotiation phase will result in their not knowing the intent of many of the 
team's decisions. Without ownership of and ability to influence these decisions, a future alliance manager 
may be uninformed and uncommitted (Porter Lynch, 2001). 

The core of the negotiation team should be the operations team of the proposed alliance, as these should 
be strongly committed to the decisions made. Because the core individuals of the negotiation team will 
continue on as the operations team, they are using the negotiation process as the first step in developing 
the personal linkages that make future functioning effective (Porter Lynch, 2001). 

Activity 4.2: Assess bargaining power & prepare negotiations 
Before negotiating with the prospective partner, the organisations should assess their bargaining power 
and prepare the negotiation meeting. The assessment of bargaining power contains four important 
aspects. First, the organisation should clearly define the contribution of key capabilities and resources 
needed to make an alliance si..fccessful. Second, they should study the prospective partner's negotiation 
style and history by analysing other alliances that the partner has entered into. Third, it should be clear 
why the other organisation is at the table-what strategic and non-strategic benefits it seeks. Finally, the 
organisation should make a judgement on the type and the depth of resources and commitment the 
prospective partner will be bringing to the alliance (Harbison & Pekar, 1998). Based on this assessment, 
the negotiation team should prepare the negotiation meetings by determining the negotiation strategy, 
walk away positions, and the subject that need to be discussed. These subjects may include questions that 
remained unanswered during the Partner Selection Phase about the preconditions and selection criteria. 

Activity 4.3: Determine chemistry 
Chemistry underpins the human side of the alliance and defines the quality of the relationships between 
the people in the alliance. Without chemistry, the energy, vitality, and trust of the alliance will be missing, 
and no matter how good the strategy and operations are, the venture will fail. Chemistry can be seen as 
the psychological contract of the alliance. There are three critical elements that will indicate predictability, 
trust, and therefore chemistry, which are teamwork, action-values and commitment. These should be 
analysed at the prospective organisation to determine the level of predictability and trust (Porter Lynch, 
2001). 
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Activity 4.4: Negotiate with partners to create win/ win 
The aim of the negotiation with the prospective partner is to determine if the organisations can achieve a 
mutual win/win arrangement to: 

Attain the Value Added Proposition (V AP) for the customer, 
Determine if there is proper strategic synergy, 
Determine if sufficient Strategic Return on Investment (STROI) is attained for each alliance 
partner. 

Only if all three factors can be determined satisfactorily, the alliance can be successful. As organisations 
should collaborate for a long period and should rely upon each other when problems occur, the result of 
the negotiation should be perceived as a mutual win/win arrangement by all partners (Porter Lynch, 
2001). The focus of the negotiation should be on creating more -an expansionary process- for all partners, 
rather than haggling about which partner receives which share of the profit (De Man et al., 2000). The 
arrangement should be better than any alternative for either organisation and should be kept flexible 
enough to adapt to the changing needs of the marketplace (Porter Lynch, 2001). 

Before the arrangement is further elaborated, organisations should determine if it has all essential 
characteristics of success. This analysis should be performed by each organisation and can be structured 
using Checklist 22. As the elimination of one of these characteristics will reduce the likelihood of success, 
potential countermeasures for the missing characteristics should be defined as well (Porter Lynch, 2001). 

Activity 4.5: Detailed documentation and Due Diligence 
The purpose of the detailed documentation and Due diligence is to gain vital information for determining 
if an alliance is likely to be successful (Porter Lynch, 2001). On the one hand the Due Diligence 
performed in the previous phase should be updated with newly gained information to determine the real 
attractiveness of the partner. On the other hand, the organisations should get a first impression about the 
potential of the proposed alliance. They should therefore analyse the size, characteristics, and growth 
opportunities of the market as well as the likely reaction of competitors, customers, and other 
stakeholders. These issues should be further analysed in the Operational Planning and Structuring phase. 

Activity 4.6: Formulate Memorandum of Understanding and Principles 
A Memorandum of Understanding and Principles (MOUP) outlines the fundamentals of the alliance, 
including the purpose of the alliance and the key objectives and responsibilities. It crystallizes key points 
and sets a foundation for finalization of the agreement. Structural issues should be only broadly outlined 
at this point, with final commitment to organisational form, financial investments, and legal contract 
formalised in the next phase of the alliance formation process. The MOUP can be seen as a roadmap, as it 
helps organisations to set goals and broad principles. The aim of the MOUP is to open communication 
and provide background information for new staff. It also airs concerns about what should be included 
and what should be left to negotiation. Finally, it provides a document for settling minor interim disputes, 
eliminates duplication of decision making, and provides clear direction for legal counsels drafting 
agreements. Organisations should jointly develop the MOUP and present it to the proper executive level 
of the sponsoring organisations (as indicated in the RACI-chart) (Porter Lynch, 2001). Before approval by 
these executives, the MOUP should internally be discussed with relevant entities, like the legal department, 
management team, and Business Unit managers (see also RACI-chart). Only if the MOUP is approved by 
both sponsoring organisations, the alliance formation process can proceed to the Operational Planning 
and Structuring Phase. Checklist 23 describes the most critical point the MOUP should cover. 

Activity 4.7: Identify subjects left to negotiations 
At the end of the negotiation phase, it should be determined which important subjects are left to 
negotiations. These may not have been discussed at all or no consensus has been reached until now. Each 
of these subjects should be listed in Checklist 24 and discussed with the proposed partner in the 
upcoming phase to prevent difficulties during alliance operation. 
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Phase 5: Operational planning & Structuring 
The Operational Planning and Structuring phase deals with developing a joint business plan and 
formalising the collaboration. As alliances are similar to start-up businesses (Porter Lynch, 2001), they also 
require an operational business plan to translate the ideas into a sound business. The fundamentals of the 
alliance, which were defined in the previous phase, should therefore be elaborated. This includes making 
the rather fuzzy Value Added Proposition and Strategic Returns on Investments operational. 
Furthermore, the issues concerning Organisation & Management of the alliance should be defined. To 
create a smooth transition from the planning phase into the operational phase, a plan for the 
implementation of the alliance should be formulated as well. To formalise the alliance, a legal agreement 
needs to be formulated and approved by all organisations involved. The activities in the Operational 
Planning and Structuring phase are: 

1. Internal & External analysis of the alliance / elaborate V AP 
2. Organisation and Management 
3. Elaborate STROI 
4. Define performance criteria 
5. Alliance implementation plan 
6. Joint Business Plan 
7. Examine achievement initial objectives 
8. Create a legal agreement 

Activity 5.1: Internal & External analysis of the alliance / elaborate V AP 
In the internal & external analysis of the alliance, the organisations should jointly elaborate the Value 
Added Proposition (V AP) by analysing the markets, competitors, proposed alliance, and potential risks. 
The VAP, which was defined in the previous phase, indicates why the alliance provides greater value than 
any competitive offer. However, this rather fuzzy V AP should be made operational by indicating what the 
exact market segment will be, who the competitors will be, how the alliance will be able to deliver this 
greater value, and what the potential risks are. The attractiveness of each market segment should be 
determined by analysing the market characteristics, size, growth potential (Porter Lynch, 2001), and 
sources of competition (using Five forces Framework of Porter, 1980). For each of these market 
segments, the potential competitor and their offerings should be analysed as well (using the concept of 
strategic groups of McGee et al., 1995) (Porter Lynch, 2001). In order to determine if the alliance is able to 
deliver more value than the competitors, the strengths and weaknesses of the proposed alliance and its 
offerings should to be determined. Furthermore, a risk analysis should be carried out to determine the 
po tential risks of the proposed alliance, their likelihood, and their impact on the alliance (Checklists 13, 14, 
and 18 can be used for the risk analysis). As a starting point for this risk analysis, the results of the Risk & 
Reward analysis -performed in the Partner Selection phase- can be used. Based on the results of the 
internal & external analysis, the most attractive market segments for the alliance should be chosen. 

Activity 5.2: Organisation & Management 
The organisations should determine how the alliance should be organised and managed, by defining the 
most suitable legal structure, organisational structure, and alliance governance. While a wide variety of 
alliances exist, two main categories of legal structures can be identified, namely contractual and equity 
agreements. Strategic and operational factors may favour either equity or contractual agreements, but the 
final decision depends on the preferences of the organisations involved ry oshino & Rangan, 1995). 
Organisations should therefore jointly determine which legal structure suits their particular situation and 
interests best. Similar to the legal structure, no firm rules exist for what the organisational structure must 
look like. It should support the operations needed to deliver the Value Added Proposition and the desired 
Strategic Return on Investments. For each entity in the organisational chart, the specific assignments 
should be determined (Porter Lynch, 2001). 

The organisations should also determine how the governance of the alliance is structured. Every alliance 
should have a system of joint governance in the form of a steering committee. This committee, including 
the earlier appointed champions and alliance manager, should establish clear policies, a clear reporting 
system, and clarify roles and responsibilities. A set of clear policies regarding decision making is essential 
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to effective integration. People need to know how decisions will be made, what the priorities are, who will 
be held accountable, and what rewards will be given (Porter Lynch, 2001). In addition, a good reporting 
system must be established as part of the structure of the alliance to ensure the ability to manage by 
measuring results. The reporting system should support the policies and the operations by serving as a 
feedback system. Organisations should avoid dual reporting systems, as these will inordinately confuse and 
complicate matters (Porter Lynch, 2001). Because lines of authority are not precise in an alliance, there will 
often be confusion or ambiguity concerning who is responsible for accomplishing a specific task. To 
reduce this ambiguity during alliance operation, the organisations should use RACI-Chart to assign task to 
individuals (Checklist 25). 

As flexibility is a critical factor for the long term success of alliances, organisations need to determine how 
to adapt the alliance to major shifts in the strategic, operational, or technical environment. To avoid 
disagreements in the operation phase, a transformation strategy needs to be determined beforehand. This 
strategy should indicate the entrance procedure of organisations, exit obligations, and divorce procedures 
(Harbison & Pekar, 1998) 

Activity 5.3: Elaborate STROI 
After determining the most attractive market segments and the alliance organisation & management, the 
Strategic Return on Investment should be elaborated for each organisation. In other words, the 
organisations should determine and fairly appoint the required investments and the expected strategic 
returns. The results of the previous activities indicate the resources required from each organisation: the 
amount of money, personnel, materials, information, and licences each organisation should invest in the 
alliance. Furthermore, it is indicated which organisation takes responsibility for the results and assumes 
particular risks. Next to these investments, the financial and non-financial returns of the alliance should be 
determined. To create a win/win agreement, these returns should be fairly appointed between the partners 
based upon the relative portion of risks assumed, resources invested, and responsibilities for results. Like 
rewards, the abundance of control should also go to the organisation that makes the largest investment in 
the alliance. There are however no firm rules for creating this win/ win agreement, so long as it is logical, 
reasonable, and keeps all organisations highly motivated to succeed (Porter Lynch, 2001). 

Activity 5.4: Define performance criteria 
To be able to evaluate the performance of the alliance, organisations should have a mutually agreed set of 
performance criteria (Porter Lynch, 2001). As a result of the uniqueness of each alliance, no standard set 
of performance criteria can be given (Duysters et al., 2004). The organisations should therefore develop a 
customized set of performance criteria for each alliance. To structure these criteria, the input-output 
continuum identified by Anderson (1990 op cit Duysters et al., 2004) can be used (See Figure 4.5). While 
the input criteria are indicators for the long term results, the output criteria are indicative of the short term 
performance. The performance criteria of an alliance should contain both input and output criteria. 
However, alliances operating in new markets or with innovative products will mainly use input criteria as 
information is scarcely. Because input criteria are more subjective than output criteria, the evaluation of 
these alliances is more subjective. When these alliances mature, the evaluation should become more 
objective (Duysters et al., 2004). These performance criteria should be described in Checklist 26. 

Activity 5.5: Alliance implementation plan 
To create a smooth transition from the planning phase into the operational phase, an implementation plan 
for the alliance should be formulated. The organisations should jointly determine the points that are 
essential for a successful implementation in the immediate time window. To avoid ambiguity in this start
up period, the roles and responsibilities for specific individuals should be worked out in detail (Checklist 
25). The organisations should also indicate what resources will be required and who will provide these 
(Checklist 27). Additionally, it should be determined what actions issues must occur to get the alliance 
going in the right direction (Checklist 28). The implementation plan should ensure a seamless integration 
for current customers, minimal conflict between partners in the start up period, a clear alignment of 
activities, and momentum with a continuous stream of small successes (Porter Lynch, 2001 ). 
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Figure 4.5: Input-output continuum (Anderson, 1990 op cit Duysters et al, 2004) 

Activity 5.6: Create Joint Business Plan 
The organisations should jointly create a business plan as a final test of validity of the alliance. This plan 
should be created by combining the results of the previously performed activities, supplemented with 
additional information. Due to the diversity in alliances, the requirements for the content of a joint 
business plan are also diverse. It is therefore not possible to offer a single content for all business plans. 
Despite these differences, most plans contain an internal & external analysis of the alliance, the alliance 
strategy, the alliance structure, the alliance performance and an implementation plan. Depending on the 
situation, a marketing plan, production plan, or personnel plan needs to be added. In Checklist 29, a basic 
structure of a joint business plan is presented which should be adapted to the specific situation of an 
alliance. 

Activity 5.7: Examine achievement initial objectives 
Before formalising the alliance, it should be determined if the initial objectives of each organisation can be 
achieved with the proposed alliance. As a result of the objectives, preconditions and requirements of the 
prospective partner, the content of the alliance may have been changed significantly during the 
negotiations. If the initial objectives can not be achieved, the organisations can either renegotiate (parts of) 
the alliance by re-executing previous activities or proceed with the current alliance. Proceeding with the 
proposed alliance despite not achieving the initial objectives may be sensible if it provides sufficient other 
(unforeseen) advantages. However, this should be a carefully considered decision in which the 
management of the organisation is involved. 

Activity 5.8: Create a legal agreement 
To formalise the alliance, the organisations need to formulate and approve the legal agreement. This 
agreement should be formed by updating the material from the Memorandum of Understanding and 
Principles and enclosing any data from the joint business plan which may be relevant. Next to the 
standard legal and tax issues, an agreement of an alliance should address several other critical issues, 
including customer relationships, rights to new products & derivatives, and a transformation strategy 
(Porter Lynch, 2001). These legal agreements can differ from a simple agreement to a complex contract 
(Duysters et al., 2004). In many cases, the organisations (re)negotiate parts of the alliance before the legal 
agreement is approved. Although properly formalising the collaboration is important, no alliance ever 
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succeeded or failed because of the quality of the legal agreement. However, if the alliance fails, legal 
documents will be absolutely essential to the reasonable dissolution of the agreement (Porter Lynch, 
2001). 

Organisations should determine if the alliance can be implemented before or after approval of the legal 
agreement. The implementation phase can start before approval, if the organisations are sufficiently 
aligned, have a mutually agreed upon business plan, have a high level of commitment and integrity, and 
received top level support (Porter Lynch, 2001). In other cases, alliance should not enter the 
implementation phase before approval. 

Phase 6: Implementation phase 
When all organisations have agreed upon the (preliminary) legal agreement, the actual alliance can be 
formed by executing the joint business plan. This includes making the required investments to start up the 
alliance, and establishing alliance governance. For the operational start-up, the organisations already 
developed a detailed implementation plan describing the most important actions, required resources, 
milestones, and roles & responsibilities of individuals. This plan should be executed in this phase as well. 
The activities in the implementation phase are: 

1. Invest required resources to form the alliance 
2. Establish alliance governance 
3. Execute implementation plan 

Activity 6.1: Make required investments to form the alliance 
To start up the actual alliance, the sponsoring organisations should make the required investments. The 
amount of money, personnel, materials, information, and licences needed to setup the alliance were 
already identified in the previous phase and formalised in the joint business plan and the legal agreement. 
These resources should now be invested to make the alliance operational. Critical for alliance success is 
the calibre of resources invested by each organisation (Pekar & Allio, 1994; Porter Lynch, 2001) and the 
ability of these invested resources to work together effectively (De Man et al., 2000). People from 
different organisations should therefore be brought together for teambuilding and clarifying expectations 
and objectives (Porter Lynch, 2001). 

Activity 6.2: Establish alliance governance 
Once the alliance is formed, the system of joint governance should be established. Both the alliance 
manager and alliance steering committee -who were already appointed in negotiation phases- are 
responsible for the governance of the alliance. The manager is responsible for the day-to-day operations, 
while the steering committee deals with policy guidance, performance review, keeping pressure, top level 
problem solving, and partnership relations (Porter Lynch, 2001). To govern the alliance, the alliance 
manager and steering committee can use nine control and empowerment mechanisms, i.e. control system, 
conception, coordination, communication, chemistry, creativity, commitment, clarity, and consistency 
(Porter Lynch, 2001). One of the control systems the alliance manager and the steering committee can use 
is the reporting system which was developed in the previous phase. Another important mechanism is 
effective coordination, which can be accomplished by using project management techniques such as 
detailed timetables and measurement tools (Porter Lynch, 2001; Harbison & Pekar, 1998). Furthermore, 
effective open communication is an important mechanism for control as well (Porter Lynch, 2001; 
Harbison & Pekar, 1998; De Man, 2004). As the strength for the alliance comes from using these 
mechanisms together as a whole system, all mechanisms should be combined to govern the alliance 
(Porter Lynch, 2001). 
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Activity 6.3: Execute implementation plan 
While the organisation and management of the alliance was implemented in the previous two activities, 
this activity deals with the operational start up of the alliance. The implementation plan, which was 
developed in the previous phase, should now be executed. This plan describes the essential points for 
successful operational implementation in the immediate time window. It indicates the roles and 
responsibilities of individuals, the actions issues that must occur, the milestones, and the required 
resources and who will provide these (Porter Lynch, 2001). By executing the implementation plan, a 
smooth transition to the alliance operation can be made. 

Phase 7: Management & Evaluation phase 
The aim of the management and evaluation phase is to achieve the Value Added Proposition and Strategic 
Return on Investments for all organisations involved (Porter Lynch, 2001). Therefore, the day to day 
operations should be managed and the alliance performance should be evaluated on a regular basis. These 
performance measurements can result in a continuation of the alliance in its current form, a repositioning 
of the alliance, or a termination of the alliance. If repositioning is required, the organisations should make 
the needed changes in the alliance by re-executing a part of the alliance formation process. The activities 
in the management and evaluation phase are: 

1. Ongoing alliance management 
2. Determine Opportunities and Risks of the alliance 
3. Performance evaluation 
4. Potential repositioning the alliance 
5. Post mortem 

Activity 7 .1: Ongoing alliance management 
The day-to-day operations should be managed to ensure the alliance achieves the Value Added 
Proposition and the Strategic Return on Investment. To manage the alliance, the alliance manager can use 
the control and empowerment mechanisms which were described in the previous phase. 

Activity 7.2: Determine Opportunities and Risks of the alliance 
During alliance operation, the organisation should regularly assess the opporturutles and risks of the 
alliance. An opportunity which may arise during operation is, for example, the possibility to extent the 
current alliance. These opportunities should be listed in Checklist 30 together with the needed actions and 
the entity responsible for these actions. During alliance operation, major risks may arise as well. It is, for 
example, possible that the current partner is becoming a competitor. These major risks should be listed in 
Checklists 13 as well as their likelihood, impact, and possible countermeasures. The opportunities and 
risks may result in adjustments or termination of the alliance. 

Activity 7 .3: Performance evaluation 
On a regular basis, the organisations should jointly evaluate the alliance performance. As many of the 
benefits of alliances are hidden from the outset (De Man, 2004) and performance criteria may change 
during the life span of the alliance, the evaluation criteria defined in Activity 5.4 should first be 
complemented with new criteria (Checklist 26). Both partners should individually rate the performance of 
the alliance on each of these performance criteria. The ratings of both partners should then be plotted in a 
Radar-chart to identify differences in the rating between these partners (an example is shown in Figure 
4.6). In this Chart, differences in actual performance and expected performance can be identified as well. 
To gain more insight in the performance of the alliance, the cause and effect of these differences should 
be analysed as well. 
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Figure 4.6: Example of a Radar Chart 
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Based on these results, the organisations should determine if continuation of the alliance is favoured. In 
this regard, both organisations should decide if they wish to continue the alliance in its current form, 
reposition the alliance, or terminate the alliance. Figure 4.7 indicates the required action based on the 
decision of both organisations about the future of the alliance. When the alliance performs as expected, it 
may be continued in its current form. However, as only a few alliances remain successful by executing the 
initial plan, repositioning or terminating the alliance is needed in many situations (Duysters et al., 2004). 
Reposition or termination may be needed because the alliance is unable to meet the objectives of the 
alliance and its sponsoring organisations. Furthermore, changes in the business environments like new 
technologies, new demands, or governmental regulations may also require changes in the alliance. Finally, 
changes in the strategy of an alliance partner can also require a repositioning or termination of the alliance 
(De Man, 2004). 

Performance evaluation 
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Figure 4.7: Required action based on performance evaluation 

Activity 7.4: Potential repositioning the alliance 
If the organisations have decided the alliance should be repositioned, the required changes should be 
made. These changes may affect the alliance strategy, partners, structure, management or operations (De 
Man, 2004). Depending on the extent of the needed changes, a part of the alliance formation process 
should be executed again. For example, if a new partner needs to be attracted, the current alliance partners 
should again perform a partner selection, negotiate, change the business plan, and implement the adapted 
alliance. If the changes only comprise extending the current operations, the partners may only need to 
make some minor changes in the current agreement. 
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Activity 7.5: Post mortem 
To improve the alliance capability of an organisation, it should learn from its alliances terminations. 
Alliance termination does not always mean a failure, as some alliances are formed for a short period of 
time (Duysters et al., 2004). Take for example an alliance which is set up to develop a particular 
technology. When this technology has been developed and the alliance has therefore achieved its 
objectives, it does not seem sensible to continue with the alliance. Independent of the reason for 
termination, the organisation should learn from it by identifying and communicating the lessons learned. 
To identify these lessons, interviews should be held with the alliance manager, champions of both 
organisations and other important stakeholders. These lessons should be communicated internally to, for 
example, other alliance managers, Business Unit managers, and the management team. 

4.4 Interactive Alliance Process Model 
To improve the usability of the alliance process model described above, an interactive website is designed 
and developed using Java script, XHTML, and CSS. The seven phases of the alliance process model form 
the basis of the website from which the specific activities and associated checklists can be reached. Due to 
the time constrain of this research, only a demo version is designed and developed. Although all phases, 
activities, and checklists are included in the demo version, no database support is currently available to 
store the data. As a result, the checklists are not made interactive but are incorporated as screenshots. 

4.5 Conclusion 
It can be concluded that none of the current alliance process models satisfy both requirements of being 
practical and general applicable. However, as the union of the existing models contains all aspects needed, 
the new general alliance process model is developed by combining these exiting ones. In this new general 
model, the alliance process is divided into seven sequential phases, namely the business strategy, alliance 
strategy, partner selection, negotiation, operational planning & structuring, implementation, and 
management & evaluation. In each of these phases, a number of activities are presented as well as the 
associated checklists and tools. To evaluate the usefulness of this new general model for alliances between 
Western and Chinese organisations, the Greenport Shanghai case is used. A general introduction about the 
case will be presented in the next chapter while the results of the case study are given in Chapter 6. 
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5 Greenport Shanghai Project 
To explore the usefulness of the new alliance process model for Western-Chinese alliances and to improve 
it where possible, an exploratory case study is performed. In this case study the Greenport Shanghai 
project is used, which is an ambitious joint effort of Dutch and Chinese organisations to develop an 
innovative Agropark in China. This project does not only satisfy the requirements of covering a strategic 
alliance between Western and Chinese organisations, but it is even more interes ting because of the 
number of partners involved and the required speed of the alliance formation. \Xlhat started with a few 
simple contractual relations for the design of an Agropark became a network of knowledge institutes, 
governmental organisations, and entrepreneurs from China and the Netherlands for the design, 
development and operation of this park. As Greenport Shanghai should be a highlight of the World Expo 
2010 in Shanghai, this highly innovative 27 km2 large Agropark should be designed and developed within 
three years. This ambitious planning and the number of partners involved increases the need for a 
structured alliance formation process. Before presenting the results of the retrospective analysis into the 
alliance process of Greenport Shanghai, this chapter gives some background information about the 
agricultural sector in China, the functions of Greenport Shanghai, the process towards the alliance, the 
organisations involved, and the working process for the development of the Agropark. 

5.1 Changing Agricultural Sector 
Two major developments in China's urban areas are forcing the agricultural sector to change. The first 
development is the increasing urbanisation pressure which reduces the per capita arable land. Although 
China is the largest country in the world, the per capita arable land area is only one-quarter of the world 
average. Especially in China's urbanised areas, this is further reduced as a result of the rapid increase in 
population (Smeets et al., 2007b). It is expected that by 2020, China's urban areas will accommodate 
another 300 million people above the current 560 million (The Economist, 2006). As a result of the 
reduction of per capita arable land, more intensive agriculture is needed. The second development is the 
rapid increase in demand for good food produced in a healthy and transparent way. T he economic 
development in China -especially in the urban areas- has been proceeding rapidly, raising the standard of 
living significantly. This has resulted in an increasing demand for high quality food produced in a safe way. 
Due to these developments in China's urban areas; a transition needs to be made from traditional 
agricultural practices to intensive agricultural production (Smeets et al. , 2007b). 

This need for intensive agricultural production has led to the development of numerous Agroparks in 
China. An Agropark is a cluster of agricultural production and processing activities based on the concept 
of circular economy which refers to all the activities involving saving or recycling resources (Zhou, 2006). 
In such a park, the production and processing should take place in the most sophisticated, highly 
technological, industrial way. The scale increase, which is characteristic for Agropark production, enables 
the application of principles of industrial ecology, such as mutual use of waste and by-products. Moreover, 
it reduces transport and veterinary risks and improves animal welfare (Smeets et al, 2007b). Although 
already about twenty Agroparks can be found in the province of Shanghai, tl1e local government has 
decided a new park needs to be developed, namely Greenport Shanghai. 

5.2 Greenport Shanghai: Multi-functional Agropark 
Greenport Shanghai is part o f the Dongtan area which is used as a test case for sustainable green 
development. The D ongtan area covers 86km2 and is part of Chongll1ing Island. This island is the tlllid 
largest island of China and is located at the mouth of the Yangtze River in the province of Shanghai 
(Figure 5.1). As one of the last green spaces of Shanghai, the island is to be tl1e "Green lung" of the 
Shanghai province. The Dongtan area will have four functional zones, an eco-city in the south, an 
education and clean energy demonstration in the centre, Greenport Shanghai in the north, and the existing 
wetland natural conservation area in the east. One of the main challenges for the development of the 
D ongtan area is to coherently integrate Greenport Shanghai and these wetlands, because these wetlands 
are on the United Nations' habitat list as a very important area for migrating birds (Smeets et al, 2007a) 
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while the production and processing in an Agropark takes place in a highly technological and industrial 
way. 

Figure 5.1: Location Dongtan area 

Greenport Shanghai should become a multi-functional Agropark, hosting a synergy of agricultural 
production, trade services, and demonstration facilities covering a total area of 27 km2. The agricultural 
production can be divided into land dependant agriculture, industrial agriculture, and agro-products 
processing. Several types of land dependant agriculture can take place in Greenport Shanghai, like 
cultivation of flowers, vegetables, and energy crops. Examples of industrial agriculture are intensive cattle 
farming, fresh-water cultivation, and mushroom production. The third type of agricultural production is 
the processing of agro-products cultivated in Greenport Shanghai as well as outside the park. Integration 
in production and processing is powered by the Central Processing Unit (CPU), which combines and 
processes all kind of waste and by-products into valuable materials and energy. This results in a reduction 
of tl1e input needed for the activities in tl1e Agropark and a reduction of tl1e amount of waste. Thus, the 
CPU contributes to ilie concept of circular economy (Smeets et al. , 2007a). 

The second function of Greenport Shanghai is to engage in trade consisting of a business centre and a 
trade centre. The business centre should attract international business people from the agro-food sector 
by offering an array of facilities like specialised service providers and governmental services. The trade 
centre should be ilie place where products, services and knowledge is bought and sold, like raw materials, 
convenience food, breeding and nursing products, and flowers (Smeets et al., 2007b). 

As a highlight of the \V'orld Expo 2010 in Shanghai, Greenport Shanghai will demonstrate various aspects 
of sustainable development. This will not only be demonstrated in the production, processing and CPU 
facilities, but a special demonstration area should be designed as well. In ilie form of actual exhibitions, 
this area should demonstrate how food can be produced and processed innovatively. Furthermore, the 
demonstration area should be a place for research and education. It should function as a research 
laboratory and generate knowledge on sustainable development and organisation of industrial ecology 
(Smeets et al., 2007b). 
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5.3 Towards an Alliance 
The Shanghai government granted the development of the Dongtan area, including Greenport Shanghai, 
to the Shanghai Industrial Investment (Holding) Corporation Ltd. (SIIC). SIIC is a conglomerate fully
funded by the Shanghai Municipality which owns many listed companies and direct subsidiary groups in 
China and other countries. The three main business units of SIIC are real estate, medicine, and 
international trade & commerce. Because the development of each zone of the Dongtan area requires 
specific knowledge and experience, SIIC has decided collaboration with other organisations is needed. 

Because SIIC has deficient experience in agricultural development, it also needed collaborations with 
other organisations for the development of Greenport Shanghai. The Shanghai Planning Bureau and 
Shanghai Planning Institute stipulate that the planning of an Agropark should consist of three essential 
and indispensable plans, namely the Strategic plan, the Master plan and the Industrial plan. Defining the 
central focus of each plan the following characterisation can be given: Macroscopical strategy for the 
Strategic plan, Macroscopical construction for the Master plan, and industrial framework design for the 
Industrial plan (Smeets et al., 2007b). SIIC has granted Shanghai Jiaotong Universtity and Nanjing 
Agricultural University respectively the execution of the Strategic planning and Industrial planning. 
Furthermore, SIIC has contacted Alterra for the development of the Master plan, because of Alterra's 
knowledge and experience with Agropark development. Alterra is a Dutch research institute of 
Wageningen University and Research (WUR) which has developed the concept of Agroparks (Smeets et 
al., 2007b). Moreover, Alterra was involved in the development of the Wujin Agropark which is also 
located in the province of Shanghai. Although Alterra was interested in the Greenport Shanghai project, it 
proposed some adjustments to the initial collaboration with SIIC. 

The first adjustment was to attract a second Dutch core partner to obtain subsidy and to access 
knowledge. This second Dutch partner is TransForum Agro & Groen (fransForum) which is a 
government sponsored organisation founded to meet the challenges on the transitions within the 
agricultural sector. The main objectives of TransForum are the promotion of sustainable development of 
agriculture and the establishment of livable rural areas. To achieve these objectives, TransForum facilitates 
the formation of new alliances between entrepreneurs, governments and researchers by granting subsidies 
and participating in these alliances. Because of the innovative character of Greenport Shanghai, 
TransForum was interested in the Greenport Shanghai project to participate as investor and development 
partner (Smeets et al., 2007a). SIIC agreed on this participation, which resulted in an agreement between 
Alterra and TransForum for the development of a Master plan. 

Another adjustment proposed by Alterra was to use a participative approach for the design and 
development of Greenport Shanghai. Essential in this approach is the continuous involvement of 
entrepreneurial, governmental-political, and knowledge partners during each step of the working process. 
The clearly defined goal to develop a Master plan for the Agropark, should be reached by an open, 
transparent, iterative approach for design, with participation of all key players (Smeets et al., 2007b). In 
other words, the Master plan is not developed by Alterra and TransForum individually, but in a close 
collaboration with other stakeholders. SIIC agreed to adjust the working approach for the development of 
the Master plan. 

The third adjustment proposed by Dutch stakeholders was a change in the planning method. The 
traditional blue print planning method for setting up an Agropark can roughly be divided into three 
phases, namely the planning phase, the implementation phase and the operation phase. In the planning 
phase, the Agropark is fully designed and specified in the Strategic plan, Master plan, and Industrial plan. 
These plans give a detailed description of the public and business infrastructure of the park. In the 
implementation phase, the Agropark is build exactly as it was designed in these three plans. The last phase 
is the operation phase in which the park should function as it was designed. However, experience with 
previous Agropark development projects has indicated this blue print planning method seldom offers 
sufficient freedom for entrepreneurs (Smeets et al., 2007b). As a consequence, Dutch stakeholders 
proposed some changes in the planning method. Rather than fully describing the Agropark, the three 
plans should only give an impressionistic view of the park with the "no-regret" infrastructure as well as 
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some regional configurations. The implementation phase should no longer be the execution of the three 
plans, but rather an active development of the Agropark. Because this development is an ongoing process, 
the implementation and realisation phase in this new planning method are interwoven. As a result, the 
planning method for Greenport Shanghai changed from a blue print planning method to an active 
development planning method. 

The fourth proposed adjustment was a change in the scope of the collaboration. Instead of only 
participating in the development of the Master plan, the Dutch organisations wished to participate in the 
further development of Greenport Shanghai as well. In previous Agropark development projects in China, 
the Chinese organisations seemed unable to implement a Western Master plan correctlyresulting in less 
sustainable and less profitable Agroparks than were designed. SIIC has indicated that the Dutch 
organisations are the preferred partners for the further development of Greenport Shanghai. 

These adjustments have changed the type of collaboration as well as the network of organisations 
involved. The collaboration transformed from a traditional contractual agreement into a strategic alliance 
between Western and Chinese organisations. In this thesis a strategic alliance is defined as a voluntary, 
long-term, mutually beneficial, close collaboration between two or more independent organisations. The 
initial collaboration was already mutual beneficial, voluntary, and between multiple independent 
organisations. As the adjustment proposed by the Dutch stakeholders also made the collaboration close 
and long-term, the collaboration for the development of Greenport Shanghai meets the terms of a 
strategic alliance. This transition from a contractual agreement to a strategic alliance also changed the 
financial structure. In the initial collaboration, Shanghai Jiaotong Universtity, Nanjing Agricultural 
University, and Alterra would be paid by SIIC in return of their plans. As a result of the adjustments to 
the collaboration, the Dutch core partners invest in the development of Greenport Shanghai as well. Due 
to the participation of TransForum, a Dutch subsidy was granted to the Greenport Shanghai project. 
Furthermore, Alterra and other Dutch research institutes invest in the project as well. As a result of the 
adjustments, the development of Greenport Shanghai changed from a traditional contractual agreement 
into a strategic alliance in which both Dutch and Chinese organisations invest. 

Figure 5.2: Network of organisations for the development of Greenport Shanghai (left: initial network, 
right: network after the adjustments) 

The number of organisations in the network has increased as a consequence of the adjustments to the 
collaboration. In the initial network, SIIC would collaborate with Shanghai Jiaotong Universtity, Nanjing 
Agricultural University, and Alterra (see Figure 5.2) . Each of these collaborations would be a contractual 
bilateral agreement without much interrelationship between these organisations. As a result of the 
adjustments, the number of organisations in the network has increased significantly (see Figure 5.2). First, 
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TransForum was invited to join the network as a second Dutch core organisation. In addition, the 
participative approach requires the participation of entrepreneurs, governmental-political organisations 
and knowledge institutes during each step of the working process. All possible stakeholders of Greenport 
Shanghai should therefore already be involved in the planning phase of the project. Figure 5.2 gives an 
impressionistic view of the network of organisations involved in the development of Greenport Shanghai. 
Only the core organisations are presented by name, the other organisations are indicated by the empty 
balloons. Instead of the three bilateral agreements, a network of collaborations emerged as a result of the 
adjustments. 

5.4 Working process 
In 2010, when Shanghai will host the World Expo, Greenport Shanghai must be operating and visible, as 
an integral part of this international exposition (Smeets et al., 2007b). As a result, this 27 km2 large 
innovative Agropark should be designed and developed within three years, including the construction of 
the business and public infrastructure. To realise this ambitious project, the core partners have developed 
a working process for the upcoming years (Figure 5.3). In this working process three phases can be 
identified, namely the planning phase, the implementation phase, and the operation phase. 

September 2006 - May 2007 
Planning Phase 

1/1/2007 

September 2006 

June 2007 - January 2009 
Implementation Phase 

1/1/2008 

Figure 5.3: Working Process Greenport Shanghai Project 

1/1/2009 

January 2009 - January 2010 
Start Operation Phase 

January 2010 

In the planning phase -which should be finished by May 2007- the Strategic, Master and Industrial plan 
should be developed and be approved. While conventionally these three plans are developed in sequence, 
the plans for Greenport Shanghai are developed simultaneously as a result of the time constrain. In these 
plans, an impressionistic view of Greenport Shanghai with the "no-regret" infrastructure as well as some 
regional configurations should be given. As a consequence of the participative approach used for the 
development of the Master plan, relation with entrepreneurial, governmental, and knowledge partners 
should be established first. After the three plans are developed, each should be approved by the local 
officials. 

In the implementation phase - which should be finished by January 2009- Greenport Shanghai should be 
developed further. The combination of the Strategic plan, Master plan, and Industrial plan should be the 
beginning of an active development of Greenport Shanghai (Smeets et al., 2007b). As the infrastructure is 
mainly determined by the businesses on the park, these should be attracted first. By 2009, the required 
infrastructure for these businesses as well as the "no-regret" infrastructure should be developed. 

In the operation phase -which should start by early 2009- Greenport Shanghai should be operating and 
visible. Although numerous businesses should already be in operation, new businesses still need to be 
attracted and selected in this phase. As these businesses have their own requirements, the infrastructure 
and services of Greenport Shanghai should be adapted and developed. As a result, the development of 
Greenport Shanghai ought to become an ongoing process (Smeets et al., 2007b). By 2010, Greenport 
Shanghai should be an operating Agropark with numerous businesses. 
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5.5 Conclusion 
Within just three years, a remote area of 27 k:m2 should be developed into one of the most innovative 
Agroparks in the World. This Agropark -named Greenport Shanghai- should host a synergy of agricultural 
production, trade services, and demonstration facilities . To realise this ambitious project, the SIIC -
granted by the local government to develop Greenport Shanghai- decided collaboration with other 
organisations is needed as the development requires specific knowledge and experience. What started with 
a few simple contractual relations for the design of the Agropark became a network of knowledge 
institutes, governmental organisations, and entrepreneurs from China and the Netherlands for the design, 
development and operation of Greenport Shanghai. With the ambitious planning and the number of 
partners involved, the importance of a structured alliance process becomes even more apparent. This 
makes the Greenport Shanghai project an interesting study object. In the next chapter, the alliance process 
of Greenport Shanghai is analysed to improve the alliance process model and to make recommendation to 
the Greenport Shanghai project to improve their performance. 
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6 Case Study: Alliance process Greenport Shanghai 

6.1 Introduction 
In this chapter, the actual alliance formation process of Greenport Shanghai is compared with the process 
described in the theoretical model of Chapter 4. In other words, theory meets practise. This comparison 
has two primary objectives: on the one hand to evaluate and enhance the usefulness of the alliance process 
model and on the other hand to give advice to the Greenport Shanghai project. Ideally, the alliance 
process model would have been used actively in the case, as the usefulness of each activity of the model 
for this specific situation could have been evaluated directly. In addition, advice about the alliance 
formation process of Greenport Shanghai could have been given during the process. Since the model has 
been developed after the start of the Greenport Shanghai project (see Figure 2.2), such a direct 
examination was not possible anymore. Taking this into account, a retrospective analysis is performed to 
study the alliance formation process of Greenport Shanghai. Despite the fact that the usefulness of each 
individual activity can not be evaluated, a retrospective analysis is still valuable to explore the usefulness of 
model in general. By analysing the strengths and weaknesses of the alliance formation process of 
Greenport Shanghai and determining the relation with the theoretical model, an indication about the 
model's usefulness can be given. It should be determined if the weaknesses of the alliance formation 
process in the case could have been circumvented using the model and if the strengths would have been 
enabled or at least not obstructed by the model. Based on these strengths and weaknesses, some 
recommendations about the alliance formation process of Greenport Shanghai can be given as well as 
some proposed adjustments to the theoretical alliance process model. 

To analyse the alliance formation process of Greenport Shanghai, interviews, desk research, and 
observations were carried out between February 2007 and October 2007. During this period, multiple 
formal and informal interviews were held with both Dutch and Chinese stakeholders. In this period, desk 
research was also performed on documentation about the Greenport Shanghai project, agricultural sector, 
and literature on doing business in China. Next to interviews and desk research, a number of qualitative 
observations were made during meetings of (parts of) the project team and the advisory board as well as 
meetings between team members and external parties, like potential investors, and governmental 
organisations in the Netherlands and China. Based on these qualitative analyses, the status of the alliance 
process of Greenport is determined as well as their strengths and weaknesses. 

Before discussing these strengths and weaknesses, the alliance formation process of Greenport Shanghai is 
briefly explained using the format of the alliance process model. It is indicated in which phase of the 
model the alliance formation process of the case would have been if the model was used. Furthermore, it 
is indicated which of the prior activities of the model are executed in the Greenport Shanghai case. 
Second, the strengths and weaknesses of the Greenport Shanghai case are discussed as well as their 
relation to the model. Based on these results, some recommendations are given to the Greenport Shanghai 
project to improve the chances of success of their current and future alliance formation processes. 

6.2 Status alliance fonnation process of Greenport Shanghai 
To describe the current status of the alliance formation process of Greenport Shanghai, it is indicated in 
which phase of the theoretical model the actual alliance process would have been if the model was used. 
In addition, it is analysed which of the activities of prior phases of the model are executed in this case. 
This analysis does not provide a direct evaluation of the performance of the alliance formation process of 
Greenport Shanghai, as a different, more pragmatic, formation process is used. In other words, not 
performing the activities of the model or performing them in another order does not give a direct 
indication of the performance of the Greenport Shanghai case. This section rather describes the actual 
process of the Greenport Shanghai case fitted in the format of the model. The results of this analysis will 
be used to examine the relation between strengths and weaknesses of the case and the alliance formation 
model. In other words, is a strength of the case the result of executing particular activities and is a 
weakness of the case created by not performing one of the activities of the alliance formation model. In 

- 47 -



Strategic Alliance Formation in China 

Appendix 7, a comprehensive list of the status of each activity of the alliance formation process model is 
given. The most interesting issues of each phase are discussed in this section. 

If the alliance process model was used in the Greenport Shanghai case, the project would currently be in 
the Management & Evaluation phase, as the legal agreement is signed, the required investments for the 
start up are made, and the alliance is currently in operation. As a result, all phases prior to the 
Management & Evaluation phase should have been executed if the model was used. 

Business Strategy Phase 
In the Greenport Shanghai case, the business strategy phase seems to be concluded by all three core 
partners. As described in the previous chapter, the alliance formation process started when the 
development of Dongtan area was granted to the SIIC. Based on their assessment of needed competences 
and the internally available competences, SIIC decided an alliance was most suitable to obtain the missing 
competences for the development of Greenport Shanghai. In other words, SIIC seems to have executed 
the activities in the business strategy phase. The two Dutch core partners, Alterra and TransForum, also 
seem to have performed the activities in this phase. TransForum has determined that facilitating and 
participating in alliances is the most suitable way to achieve its objective of promoting sustainable 
development of agriculture and establishing livable rural areas (Smeets et al., 2007b). The choice to use 
alliances to further develop the concept of Agroparks also seems a sensible business strategy for a research 
institute like Alterra. The acquisition or internal development of an Agropark does not seem sensible for a 
research institute as it focuses on knowledge development instead of operational benefits. To conclude, all 
three core partners seem to have thought through their business strategy and concluded alliances are the 
most suitable way to achieve their strategic objectives. 

Alliance Strategy Phase 
Few of the activities in the alliance strategy phase seem to be performed in the Greenport Shanghai case. 
As the prospective partners are not known at this stage of the alliance formation process, the activities in 
this phase should be performed individually. Although all of these activities are important, determining the 
strategic drivers, the alliance strategy, and the Value Added Proposition are crucial in this phase. It is 
questionable whether the core organisations have defined the strategic drivers and their duration for both 
their own organisation and the prospective partner. In case they have defined them, the organisations have 
not communicated these drivers to the other organisations in a later phase of the process. The SIIC and 
other Chinese experts assumed the key driver of the Dutch partners is to make as much profit as possible 
instead of promoting sustainable development or further developing the concept of Agroparks. The 
Dutch partners, on the other hand, do not have a clear view of the strategic drivers of the Chinese partner. 
Determining the alliance strategy is another crucial activity in this phase. Although the organisations might 
have formed an idea about the alliance strategy for Greenport Shanghai, no concrete, specific and 
definable strategy was formed before the alliance entered the Management & Evaluation phase. The third 
crucial activity in the alliance strategy phase is to define the Value Added Proposition individually. 
Although the Value Added Propositions has been defined for a number of stakeholders in the negotiation 
phase, it is questionable whether the partners have defined them individually before. To conclude, some 
partners might have formed a first idea about the strategic aspects of the alliance before selecting a 
partner, but did not make it concrete and specific. 

Partner Selection Phase 
Hardly any of the activities described in the partner selection phase of the model are executed in the 
Greenport Shanghai case. The Chinese partner seems to have used trail-and-error to select the most 
suitable partner as it had already collaborated with three other organisations for the development of 
Greenport Shanghai before contacting the Dutch organisations. As these collaborations were not as 
fruitful as expected, the SIIC decided to re-enter the partner selection phase and selected the Dutch 
organisations based on their experience with other Agroparks in China. These Dutch organisations -as the 
proposed partner for this alliance- had a number of preconditions and adjustments of which some are 
described in the previous chapter. These were communicated with the SIIC, but no clear evaluation seems 
to be executed on the willingness of the Chinese partner to comply with these preconditions. For 
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example, to obtain the subsidy from the Dutch government, all partners should comply with the BSIK
regulations. However, during the Negotiation and the Management & Evaluation phase, it was still unclear 
if the Chinese partner was willing to comply with these regulations. Important activities in the partner 
selection phase to assess the suitability of the prospective partner and the proposed alliance are the Due 
diligence & Candidate Research and the Risk & Reward analysis. The Due diligence & Candidate 
Research, which should be executed to gain insights in the prospective partner, seems not to be 
performed properly as uncertainty about the Chinese partner still existed in the Management & Evaluation 
phase. It also appears that the Strategic Return on Investment of the partners is not clear as it is still 
unknown what each partner is willing to invest and what it expects in return. To conclude, the 
organisations have selected each other as potential partner, but performed hardly any of the activities 
needed in this phase. 

Negotiation Phase 
In the Greenport Shanghai case, some activities of the negotiation phase seem to be executed. Before the 
actual negotiation, each organisation should prepare these meetings by assessing their bargaining power 
and determining their negotiation strategy. It seems the Dutch organisations have not performed this 
activity properly. In the negotiation phase, the most important aspect is to determine if the potential 
partners can achieve a mutual win/ win arrangement. This includes defining the Value Added Proposition 
and Strategic Return on Investment. As mentioned before, the organisations have jointly defined the 
Value Added Proposition for a number of stakeholders, like governmental organisations, knowledge 
institutes, and entrepreneurs. It seems the organisations did not determine the Strategic Return on 
Investment as it is unclear who is going to invest and what is expected in return. Alterra and SIIC signed a 
Letter of Understanding which outlines the fundamentals of the alliance for the Master planning of 
Greenport Shanghai. With this Letter of Understanding, the organisations have set a foundation for 
finalization of the agreement. 

Operational Planning & Structuring Phase 
Hardly any of the activities in the Operational Planning & Structuring phase seems to be executed in the 
Greenport Shanghai case. This phase of the model deals with developing a joint business plan and 
formalising the collaboration by signing a legal agreement. To develop such a Business Plan, the 
organisations should elaborate the fundamentals of the alliance, like the Value Added Proposition, the 
Management & Organisational structure, and the Strategic Return on Investment. In the Greenport 
Shanghai case, hardly any attention seems to be given on elaborating these fundamentals. The broad Value 
Added Propositions, which were defined in the negotiation phase, have not been made operational by the 
core partners. In addition, hardly any attention seems to be given to define the organisational and 
management structure of the alliance as uncertainty about lines of authority still existed in the 
Management & Evaluation phase. Some attention seems to be given to the Strategic Return on 
Investment as the needed investments for the Master planning of Greenport Shanghai and some broad 
returns are defined for each core partner. The only part of this phase that received significant attention is 
the activity to create and negotiate about the legal agreement. This agreement was signed by SIIC and 
Aterra while the alliance was already in operation for a number of months. As a result, the organisations 
have a legal agreement for their collaboration but lack a business plan that translates their ideas into a 
sound business. 

Implementation Phase 
In the Greenport Shanghai case, some attention seems to be given to the activities in the implementation 
phase of the alliance process model. The core partners of the alliance have made the required investments 
to start up the alliance by providing money, personnel, information etc. As many experts were needed to 
develop the master plan, these were attracted by the partners as well. However, it seems that hardly any 
control or empowerment mechanisms have been implemented to manage the alliance. As no 
implementation plan for the operational start up was developed in the previous phase, this could not be 
executed. To conclude, the organisations have implemented the alliance by making the needed investment 
for the development of the master plan of Greenport Shanghai. 
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Management & Evaluation Phase 
The core partners of Greenport Shanghai seem to have performed some of the actlv1tles in the 
Management & Evaluation phase. Next to ongoing alliance management, the organisations should 
regularly assess the alliance performance as well as the opportunities and risks of the alliance. Based on 
these assessments, the alliance partners may decide to reposition or terminate the alliance. In the 
Greenport Shanghai case, significant attention seems to be given to monitoring and evaluating the 
performance of the alliance. In addition, some opportunities and risks were identified during alliance 
operations, like the opportunity to jointly develop another Agropark in China. Although these 
opportunities and risks as well as the performance evaluation have not led to changes in the current 
alliance yet, this may happen in the future as the alliance is still in operation. 

It can be concluded that some activities of the alliance process model are executed in the Greenport 
Shanghai case, while others are not. In addition, a number of activities are performed in a different phase 
than indicated by the model, like the approval of the contract. Although this analysis does not provide a 
direct evaluation of the performance of Greenport Shanghai, the results will be used in the analysis of the 
strengths and weaknesses of the case. These most important strengths and weaknesses of the Greenport 
Shanghai case as well as their relation to the model are discussed in the following section. 

6.3 Strengths and Weaknesses of Greenport Shanghai 
Using the results of the interviews, desk research and observations, numerous strengths and weaknesses of 
the Greenport Shanghai case can be identified. As this research focuses on the alliance formation and 
management, some of the strengths and weaknesses are excluded in this analysis. For example, the highly 
innovative aspects of the current Masterplan, like the water system, landscape ecological system, and the 
Central Processing Unit, are not mentioned in this section as these are not directly related to the alliance 
formation and management. However, the process of selecting the specialists who have developed these 
aspects is included, because this is part of the partner selection in the alliance formation. In Table 6.1, a 
number of strengths and weaknesses related to the alliance formation and management are presented. 
Based on their impact on the Greenport Shanghai project, the most interesting strengths and weaknesses 
are selected and discussed in more detail in this section. For each of them, the relation with the alliance 
process model is described as well. It is indicated if a strength could have been enabled by the model and 
if a weakness could have been circumvented by the model. Here, the link between the results of the 
previous analysis into the current status of the alliance formation process of Greenport Shanghai and the 
strengths and weaknesses is made. In other words, it is determined if the important activities that should 
enable a strength are executed in the case and if the activities which should circumvent a weakness are not 
completed. The results are used to evaluate and enhance the usefulness of the alliance process model and 
to give advice to the Greenport Shanghai project. 

This section will start with the four most important strengths of the case, namely the expertise of the 
project team, the involvement of stakeholders, the trust & commitment between the partners, and the 
strong link with the business strategy. Second, the four most critical weaknesses are presented, which are 
the business aspects, the management of the alliance, the understanding of the partner and its objectives, 
and the uncertainty about the future. 
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Strengths Weaknesses 

Expertise of project team Management of the alliance 

Relationship building (informal Contract) Lack of attention business aspects 

Value Added Proposition for Governmental 
Uncertainty about STROI 

organisations 

Involvement & commitment stakeholders Uncertainty about preconditions 

Opportunity driven Moment of approval of legal agreement 

Flexibility further development Uncertainty about the future 

Knowledge development sustainable development & 
Lack of understanding of the partner and objectives 

working process 

Clear link with organisation objectives I strategy 
Uncertainty about Roles and responsibilities (in 
formation and operation of the alliance) 

Number of different partners with different objectives 
(KOMBi approach) 

Unequal power balance 

Knowledge spill-over 

Lack of implementation and realisation plan 

Table 6.1: Strengths and Weaknesses Greenport Shanghai 

Strength 1: Expertise of project team 
One of the major strengths of the Greenport Shanghai project is the expertise of the project team. In both 
the Netherlands and China, key specialists were attracted in the field of agriculture, production processes, 
hydrology, ecology, urban, rural, & regional planning, organisation & business issues, communication, and 
design & visualisation. The collaboration between these specialists has resulted in a highly innovative and 
ambitious Master plan for Greenport Shanghai as well as new insights in the needed planning method for 
these urban-rural projects. The expertise of the project team can therefore be seen as a major strength of 
the alliance. 

While the expertise of the project team can be seen as a major strength of the alliance, the process of 
selecting these specialists was rather unstructured. As uncertainty existed about the needed specialisms at 
the start of the alliance, numerous specialist were attracted during the master planning when it became 
apparent that a specialism was missing. In addition to this ad-hoc approach of determining the missing 
competences in the alliance, most of the specialists were selected based on personal relations and previous 
experience of the core partners with these specialists. Apparently, this less structured process of selecting 
the specialists has resulted in the right key specialists for the development of Greenport Shanghai. 

The link between this strength of Greenport Shanghai and the current alliance process model seems to be 
limited as the later recommends a more structured partner selection process. If the model was used, the 
missing competencies in the alliance should have been identified before the alliance was in operation. For 
each missing competency, a long list of potential partners would have been drawn-up from which the 
most suitable specialist should have been selected. This selection should be based on a number of 
selection criteria and some analyses. In the Greenport Shanghai case, it may have been beneficial to 
identify the missing competences before the alliance was in operation as some specialists could have been 
attracted earlier in the master planning. In other words, using the model may have further enhanced this 
strength of the case. Without drawing up a long-list of partners and using clearly defined selection criteria 
and analyses to select the most suitable one, the key specialists were directly selected in the Greenport 
Shanghai case. It seems that in this specific case, a shortcut could be taken for selecting the most suitable 
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partner. This may be the result of the limited number of key specialists in this field and the position of the 
core partners in the Agro-sector. While the central position in the industry gives the core partners easy 
access to the best-in-class specialists (De Man, 2004), the limited number of specialists makes the selection 
uncomplicated. This may be the reason why the right key specialists for the development of Greenport 
Shanghai are selected while the selection process was less structured. From this strength of the case it can 
be concluded that in some instances it is not a necessity to perform all the activities in the partner 
selection phase of the model to select the most suitable partner. However, using the alliance process 
model seems to have further enabled this strength or at least would not have obstructed it. 

Strength 2: Involvement & commitment stakeholders 
The involvement of numerous stakeholders in the Greenport Shanghai project can be seen as another 
important strength of the case. As a result of the participative approach, entrepreneurs, knowledge 
institutes and governmental organisations from both China and the Netherlands should be involved in 
each phase of the project. Especially the involvement of relevant branches of the Chinese government 
seems to be important as they still have considerable power and authority in China (Ambler & Witzel, 
2004). These branches are able to deny or approve projects and can withdraw licences from existing ones. 
As each level of the government has its own area of responsibility, it is insufficient to cultivate relations at 
one level of government. It follows that if an organisation has good relationships with the relevant 
branches of the government at several levels, it is more likely to get approval for its project (Ambler & 
Witzel, 2004). In the Greenport Shanghai case, relationships with multiple branches of the Chinese 
government at local and regional level are cultivated. The involvement of a number of entrepreneurs also 
seems to be important as these should be willing to setup their businesses in park in the future. As a result, 
their preconditions and requests should be taken into account when designing Greenport Shanghai. The 
involvement of these different stakeholders can therefore be seen as an important strength of the 
Greenport Shanghai project. 

With some small modifications to the alliance process model, a strong link between the model and this 
strength of the Greenport Shanghai case can be identified. In the current model, only the potential 
customers of the alliance receive significant attention in the formation process. The Value Added 
Proposition for these customers should be defined, modified, and elaborated in subsequent phases of the 
model. This also includes a market research in order to identify the actual needs of these customers. The 
impact of the alliance on the other stakeholders should only be assessed in the alliance strategy phase of 
the current model. However, as the entrepreneurs and the branches of the government can also be seen as 
"customers" of Greenport Shanghai, their Value Added Proposition should be defined, modified, and 
elaborated as well. To make the alliance process model more convenient for doing business in China, a 
small modification in the names of the activities dealing with the Value Added Proposition should be 
made. The V AP should be identified, modified, and elaborated for the key stakeholders -including 
relevant branches of the government- rather than only for the customers. A second minor modification to 
the model should be made as a relationship should be built up with these relevant branches of the 
government (Ambler & Witzel, 2004). The model should therefore indicate that after identifying the 
relevant branches of the government, these should be approached and be kept informed. Based on this 
strength of the case, some small modification to the model should be made to make the alliance process 
model more convenient for alliances between Western and Chinese organisations. As a result of these 
small modifications, the adapted alliance process model will enable this strength in other projects. 

Strength 3: Trust & Commitment Partners 
Another strong aspect of the Greenport Shanghai case is the trust and commitment of the organisations 
involved. Without a formal legal agreement, the three core partners had already made significant 
investments in the alliance. In fact, the concept Master plan was already presented to Chinese local 
officials when the legal agreement for developing this Master plan was eventually signed. Apparently, the 
informal psychological agreement between the partners was sufficiently strong to make these investments 
in the alliance (Ring and Van de Ven, 1994). This focus on trust and commitment may be the result of the 
Chinese business environment which is structured by the implicit rules of loyalty and mutual obligations. 
In such a business environment, a contract is seen as unnecessary or offensive, while trust and 
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commitment are considered of utmost importance (Chen, 2001). The key Dutch specialists, who were 
attracted for the master planning, also made some investments into the project without having a formal 
agreement. Again, it seems the informal psychological agreement was sufficiently strong, which may be the 
result of the experience and relations these Dutch specialists already had with Alterra and TransForum. 
Although the lack of a formal agreement and formal management mechanisms can be seen as major 
weaknesses of the case (see weaknesses of Greenport Shanghai), the high level of trust and commitment 
between the partners is an important strength of the Greenport Shanghai project. 

Although the alliance process model does not prescribe how trust and commitment can be built up 
between the partners, evaluating the level of trust and commitment is an essential part of the model. In 
the partner selection phase, the potential partners should evaluate the strategic, operational and cultural fit 
in order to select the most suitable partner. This cultural fit analysis also includes the assessment of the 
level of trust and commitment between the organisations. In addition, the chemistry and trust between the 
partners should be evaluated in the negotiation phase of the model. Chemistry can be seen as the 
psychological contract of the alliance and defines the quality of the relationship between the people in the 
alliance (Porter Lynch, 2001). Only if sufficient trust and commitment can be found between the potential 
partners, the organisations should continue with the negotiations. During the Management & Evaluation 
phase of the model, the organisations should evaluate the alliance performance on a regular basis, 
including the level of trust and commitment between the partners. To conclude, as the model does not 
prescribes how trust and commitment should be built up, this strength of the Greenport Shanghai case 
would not directly be caused by the model. However, by offering a structure for a regular assessment of 
the level of trust and commitment, the model enables the organisations to be aware of these levels and 
take countermeasures if needed. 

Strength 4: Clear link with business strategy 
The strong link between the alliance and the business strategy of each core partner can be seen as a 
strength of the case, because it results in a high level of commitment to the alliance. For each partner, the 
Greenport Shanghai project seems to contribute to the realisation of their strategic objectives. By 
participating in Agropark development projects like Greenport Shanghai, Alterra is able to further develop 
the concept of Agroparks as well as the needed working process to set up these parks. The development 
of the Agroparks also seems to be in line with TransForum's objectives of promoting sustainable 
development of agriculture and to establishing livable rural areas. Apparently, the project also contributes 
to the strategic objectives of the Chinese partner, as they have registered themselves to obtain the 
development rights for the Dongtan area. 

It also seems sensible for each core partner to use an alliance for the development of the Agropark instead 
of individual development or mergers & acquisitions. As information is scattered among different 
organisations, the use of mergers and acquisitions does not seems to be a feasible solution for the 
partners. For the Dutch organisations, individually developing an Agropark also does not seem sensible 
because it would go beyond their objectives of developing knowledge about these parks and promoting 
sustainable development. Due to the limited time to develop Greenport Shanghai and the deficient 
current knowledge in agricultural development of the Chinese partner, individually developing the park 
does not seem optimal for the Chinese partner as well. As a result, an alliance for the development of an 
Agropark seems to be most suitable for realising their strategic objectives. The strong link between the 
alliance and the business strategy results in a high level of commitment and can therefore be seen as an 
important strength of Greenport Shanghai. 

This strong link between the alliance and the business strategy of each partner would also have been 
obtained if the alliance process model was used. In the model, the formation of an alliance should be the 
result of a (re)assessment of the business strategy. The first phase of the model therefore deals with 
defining the business strategy by executing an internal and external analysis as well as defining the strategic 
objectives. For each of the identified strategic objectives, the organisation should make a trade-off 
between internal development, mergers & acquisitions, or strategic alliances. Only if a strategic alliance is 
the most suitable option, the organisation should proceed to the next phase of the alliance process model. 
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As a result, a strong link between the alliance and the business strategy should be obtained by using the 
alliance process model. In the Greenport Shanghai case the organisations seem to have executed these 
activities of the alliance process model (see Section 6.2) which may have resulted in this strength of the 
case. 

Weakness 1: Lack of attention business aspects 
Up to this moment, hardly any attention is given to the business aspects of Greenport Shanghai. During 
the alliance formation and the Master planning, the organisations have mainly focussed on the design of 
the Agro Park, leaving the business aspects to be dealt with in the next phase of the project. However, 
without an indication of the financial attractiveness, it will be difficult to keep and attract investors and 
entrepreneurs for the further development and operation of Greenport Shanghai as it is essential for them 
to know the estimated costs and expected returns. It can therefore be concluded that these aspects should 
ideally have received more attention during the alliance formation and Master planning. 

A number of case-specific reasons can be identified which may have caused this lack of attention to the 
business aspects. It may be the result of the fact that a traditional Chinese Master plan does not include 
business aspects. As the initial aim of the alliance was the development of such a traditional Master plan, 
limited attention is given to these aspects during the alliance formation. This fact also clarifies the lack of 
attention of the Chinese partner to these aspects during the Master planning. Even though the Dutch 
organisations had decided to include these business aspects in the Master plan of Greenport Shanghai, 
only limited attention is given as it seemed less relevant than the design of the park. This may be the result 
of the current Dutch core partners -i.e. a research institute and a government sponsored organisation
which may be less market oriented than private organisations. 

However, this lack of attention to business aspects is not limited to the Greenport Shanghai case, as many 
organisations fail to consider these aspects when preparing to do business in China. Although this applies 
to both Chinese and Western organisations, the reasons between them differ significantly. As the Chinese 
economy is driven by complex social and political forces that go far beyond simple market imperatives 
(Kraar, 1999), these business aspects seem to be less relevant for Chinese organisations. Despite the 
economic reforms, China is still not a free-market economy as the government still has considerable 
power and authority (Chen, 2001; Ambler & Witzel, 2004). To pursue the policies stipulated in the Five 
year plans, the government is able to deny or approve projects and can withdraw licences from existing 
ones. Additionally, the government uses subsidies, tax reduction, and other tools to influence the private 
sector (see for example Box 6.1). For Chinese organisations, government approval and support seems to 
be of a greater importance than the business aspects. Most Western organisations do not pay significant 
attention to the business aspects as the Chinese economy is perceived as big and getting bigger (Ambler & 
Witzel, 2004). As indicated before, China's overall record since the reforms began in 1978 is indeed 
impressive, and its performance is in many ways improving (Lieberthal & Lieberthal, 2004). Organisations 
therefore assume they hardly can fail in China if they have a good product and sufficient capital (Chee & 
West, 2004). As a result hardly any attention is given to the business aspects by Western organisations. 
However, China's business potential should be viewed with scepticism; China is not a single market but 
rather a collection of unequally developed markets, the market is growing but it pace is slowed by social 
and economic factors, and China's business environment is unique, brutal and full of unexpected surprises 
(Kraar, 1999; Chen, 2001; Chee & West, 2004). To succeed in China, Western and Chinese organisations 
must take a balanced view of the real opportunities and do their basic homework on business and socio
political concerns (Chen, 2001). 

As numerous activities in the alliance formation model deal with these business aspects, this lack of 
attention could have been circumvented if the model was used. Especially the activities in the Operational 
Planning & Structuring phase are essential as the organisations should jointly develop an operational 
business plan in which the ideas are translated into a sound business (Porter Lynch, 2001). To develop 
such a business plan, the organisations should analyse the market, competitors, proposed alliance, and 
potential risks. In addition, the organisations should determine the required investments as well as the 
expected strategic returns of each partner. As this business plan should be developed before the alliance is 

- 54 -



Strategic Alliance Formation in China 

approved and implemented, the financial attractiveness of the proposed alliance is known for all 
stakeholders -including customers, investors, and core partners- before the alliance is in operation. If 
these activities of the Operational Planning & Structuring phase would have been executed in the alliance 
process of Greenport Shanghai, a better understanding about the financial attractiveness would have 
existed. 

Box 6.1: Lettuce Supplement 
During a visit to Chongming Island, a Dutch delegation was invited to see one of the high-tech Agro
processing company of the Island. Tbis company produced supplements by subtracted vitamins and 
minerals from lettuce. On a large piece of land -which was leased from the local government- the 
entrepreneur had built a large production facility and a large three-storey complex with office spaces for 
marketing, administration, management etc. Within the production facility, a state-of-the-art production 
line was installed with an enormous capacity that could even be doubled if needed. Despite all these 
investments, hardly any supplement was ever produced on the production line in the past 5 years. All the 
offices were empty as well because the entrepreneur had no employees at all. What happened? The tenth 
Five year plan of the Chinese national government states that more emphasis should be given to the 
high-tech agro-processing industry. To pursue this objective, high subsidies on multiple governmental 
levels are provided to entrepreneurs who are willing to start-up a business in this industry. Large capacity 
production lines are set up to maximize the investment subsidy while assuming a market exists for all 
these products. It seems the lettuce supplement entrepreneur was driven by gaining maximum investment 
subsidy rather than market opportunity. 

Weakness 2: Management of the alliance 
In the Greenport Shanghai case, alliance management is primarily based on trust and commitment rather 
than formal mechanisms such as management structures, policies, and control mechanisms. Although 
trust and commitment are important aspects of alliance management, the lack of formal aspects has an 
adverse effect on the alliance operation. During the master planning, no effective coordination was 
accomplished and ambiguity about the lines of authority existed. As no clear reporting system was 
implemented while numerous groups were working separately, nobody was able to oversee the progress of 
the entire project. Examples of the ambiguity about the lines of authority are the confusion concerning 
who was heading the Dutch delegation in China and the unequal power balance between the Dutch and 
Chinese partner (See Box 6.2). Formal mechanisms like a clear management structure and clear roles and 
responsibilities could have reduced this ambiguity. To conclude, in addition to trust and commitment, the 
formal mechanisms for alliance management should have been implemented as well. 

Box 6.2: Power Balance Chinese partner vs. Dutch partner 
To establish good relations and to gain vital information, a number of relevant branches of the 
government were visited by a joint Dutch-Chinese delegation. During one of these meetings, the head of 
the Chinese part of the delegation took position next to the officials of the government which was 
opposite to the Dutch part of the delegation. As a tremendous respect for social etiquettes and rituals are 
part of the cultural features of Chinese life (Chee & West, 2004), the seating arrangement during such a 
meetings is of utmost importance. The head of the Chinese delegation also indicated that the Chinese 
partner will keep an eye on the Dutch project team, while they are developing a high-quality master plan. 
In other words, the Chinese head seems to view the Dutch project team as a subcontractor which is 
developing a master plan for them rather than an alliance between equal partners. Tbis misbalance in 
power was seen in other meetings as well despite the fact that the Dutch and Chinese partners have 
approximately made an equal investment in the alliance. Partly based on this equal investment, the Dutch 
partners had the conviction that the power balance in this alliance would be equal. What happened? It 
can be concluded that the partners failed to jointly determine a clear alliance management in the alliance 
formation process. By setting up a clear management structure and clarifying roles and responsibilities, 
ambiguity about the lines of authority could have been circumvented. 
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As defining and establishing alliance management is part of the alliance process model, this lack of formal 
mechanisms could have been circumvented if the model was used. In the Operational Planning & 
Structuring phase, the potential partners should determine how the alliance will be organised and managed 
by defining the legal structure, organisational structure, and governance of the alliance. This includes 
establishing clear policies, defining the formal and informal control mechanisms, and clarifying the roles 
and responsibilities. Once the proposed alliance is approved, the alliance management should be 
established by implementing these policies as well as the control and empowerment mechanisms. As 
indicated in the previous section, hardly any of the above mentioned activities of the alliance process 
model are executed in the Greenport Shanghai case. If these activities would have been performed, a 
better balance between trust & commitment and formal mechanisms could have been found for the 
management of the alliance. 

Weakness 3: Lack of understanding of the partner 
In the Greenport Shanghai case, the organisations do not seem to fully understand the partner's 
organisations, competences, and objectives. During the Master planning, uncertainty about the legal and 
organisational structure of the Chinese partner existed among Dutch partners. The opinions about the 
Chinese partner's type of organisation varied from a private company listed at the Hong Kong Stock 
Exchange to a branch of the local government. The objectives of the participating organisations were also 
unclear during the Master planning, as the Chinese partner assumed the key objective of the Dutch 
organisations was to maximize profit rather than to promote sustainable development and further develop 
the Agropark concept. In line with the variety of legal structures, a range of possible key objectives of the 
Chinese partner were identified by the Dutch organisations, ranging from maximizing profit to developing 
a state-of-the-art sustainable Agropark. As a clear understanding of the partner and its objectives is vital 
for alliance success (Porter Lynch, 2001), this lack of understanding in the Greenport Shanghai project is a 
major weakness of the case. 

This lack of understanding could have been circumvented if the alliance process model was used, because 
numerous activities of the model deal with evaluating the prospective partner and its objectives. In the 
alliance strategy phase, the organisations should individually determine their own strategic drivers for the 
alliance as well as the preferred drivers of the prospective partner. These drivers should continuously be 
communicated to the partner in all phases of the alliance process in order to assure the partners are aware 
of each others reasons for forming and participating in the alliance. In the partner selection phase, a 
detailed examination of the short-listed partners should be executed in which both hard and soft issues of 
the partner's organisation are analysed. This should results in a clear understanding about the partner's 
organisation, management, financial & tax issues, corporate culture etc. These results should be updated in 
the negotiation phase if additional information about the partner is obtained. In the partner selection 
phase, the organisations should also jointly determine the Strategic Return on Investments which clarifies 
what a partner is willing to invest and what it expects in return. Again, these results should be updated and 
elaborated in subsequent phases of the alliance process model. Hardly any of the above mentioned 
activities of the alliance process model are executed in the Greenport Shanghai case (see Section 6.2). If 
these would have been executed, it is expected that the organisations would have a better understanding 
about the partner's organisation and their objectives. 

Weakness 4: Uncertainty about the future development 
Despite the fact that the SIIC is obliged to develop Greenport Shanghai, it is uncertain how the further 
development is structured and which other organisations will be involved. A part of the uncertainty about 
the future is caused by the current legal agreement between the Dutch and Chinese partners. For the 
development of the Master, Strategic, and Industrial plan, SIIC has entered into contractual relations with 
two Chinese universities and the Dutch organisations. Although the Dutch core partners indicated they 
whish to participate in the further development and management of Greenport Shanghai and therefore 
made a significant investment in the alliance, the current legal agreement only deals with the development 
of the Masterplan. Consequently, the Chinese partner has no legal obligations to develop Greenport 
Shanghai together with the Dutch core partners. The SIIC may choose to develop Greenport Shanghai 
alone by cherry picking the most interesting aspects of the three current plans. Although the scope of each 
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of these plans is clearly stipulated by the Chinese government, the three plans in the Greenport Shanghai 
case have a rather similar scope. The SIIC might select and combine the most interesting aspects of each 
of these plans to develop a new one for Greenport Shanghai (See Box 6.3 for an example of the cherry 
picking in multiple Masterplans). 

Even if the Chinese partner decides to develop and manage Greenport Shanghai together with the Dutch 
organisations, the legal status of the Dutch core partners does not seem to permit them to participate in 
risk containing projects. To overcome this, a new corporation -i.e. Greenports Development Corporation 
(GDC) - should be founded which would be a TransForum spin-off. However, this new corporation is 
still not founded because of the strong resistance of multiple stakeholders. As the need for the new 
corporation was identified during the development of the Masterplan, considerable public money was 
already invested in the development of Greenport Shanghai. According to some stakeholders, a conflict of 
interest would arise if the TransForum employees who were responsible for granting the subsidy would 
also participate in the new corporation. To conclude, it is still uncertain how the further development of 
Greenport Shanghai is structured and who will be involved. 

Box 6.3: Welcome to the Wetlands 
Besides the eco-city and Greenport Shanghai, the Dongtan area also contains a wetland natural 
conservation area which is on the United Nations' Habitat list as a very important area for migrating 
birds. For educational and recreational purposes, a wetland park is recently founded including a number 
of tours as well as an information and leisure centre. 
One of the Dutch partners in the Greenport Shanghai project was also involved in the development of 
this wetland park. Although the project was prematurely terminated by the Chinese partner, many aspects 
of the Dutch (preliminary) Master plan could be found in the actual wetland park. Next to the Dutch 
organisation, two other international organisations were approached to develop a plan for this wetland 
park as well. Like with the Dutch organisation, the Chinese partner had prematurely ended the 
collaboration but used numerous aspects of their plans in the actual wetland park. In other words, the 
Chinese partner selected the most interesting and innovative aspects of the three plans and combined 
them into a new master plan for the wetland park. 

By using the alliance process model, the uncertainty about the future of the Greenport Shanghai project 
could have been reduced. A number of activities in the model would have reduced the uncertainty that is 
caused by the scope of the current legal agreement. In the partner selection phase of the model, the 
partners should determine if the potential partners are willing and able to comply with each other's 
preconditions. One of these preconditions of the Dutch partners was the participation in the further 
development of Greenport Shanghai. Although this change in scope was communicated with the SIIC, no 
clear evaluation was executed on the willingness of the Chinese partner to comply. If the model was used, 
the Chinese partner should have indicated if it is willing to change the scope of the alliance or not. In 
subsequent phases of the model, the organisations should jointly define and elaborate the Strategic Return 
on Investment of each partner. This would also have clarified the ambition of the Dutch organisations to 
participate in the development and management of Greenport Shanghai as the expected returns on their 
investments would also come from the operations of the park. As the potential partners should jointly 
determine these STROI's, the Chinese partner would have approved or disapproved the change in scope. 
In the Operational Planning & Structuring phase, the organisations should jointly develop a Business plan 
for the proposed alliance. By translating the ideas into a sound business, the organisations should clarify 
the exact scope of the alliance and who should be involved. To formalise the alliance, a legal agreement 
should be formulated and approved. As this agreement should be the result of the joint business planning, 
the scope of the alliance in the legal agreement would correspond with the scope in the business plan. If 
the above mentioned activities of the alliance process model would have been executed in the Greenport 
Shanghai case, the uncertainty about the future would have been reduced as the scope of the alliance 
would have been defined jointly during alliance formation. 
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The uncertainty about the future which is caused by the legal status of the Dutch core partner could also 
have been circumvented if the alliance process model was used. In the partner selection phase, the 
organisations should first perform a self analysis as an organisations must know itself before it 
understands what kind of partner is needed (De Man et al., 2000) . If this activity was performed in the 
Greenport Shanghai case, the Dutch organisations would have identified the limitation of their current 
legal form. Based on this analysis, possible countermeasures could have been taken before the actual 
alliance with the Chinese partner was formed. The organisations could, for example, have decided to only 
participate in the planning of Greenport Shanghai, already found the Greenports Development 
Corporation, or select a third party with a more suitable legal form to also participates in the alliance. If 
the activity of performing a self analysis would have been executed in the Greenport Shanghai case, 
proper countermeasures could have been taken before the alliance was in operation and the current 
uncertainty about the future could have been reduced. 

It can be concluded that the Greenport Shanghai project has a number of important strengths which have 
resulted in a highly innovative Masterplan, relationships with relevant stakeholders, and a high level of 
trust & commitment between the partners. Next to these strengths, a number of weaknesses were 
identified as well, like the lack of attention to the business aspects, the lack of formal management 
mechanisms, the uncertainty about the partners, and the uncertainty about the future development. For 
most of these strengths and weaknesses, a strong link with the alliance process model was identified as 
well. The model would have enabled almost all of the current strengths while it would have circumvented 
the major weaknesses of the Greenport Shanghai project. The results of this analysis are used to evaluate 
and enhance the usefulness of the alliance process model and to make some recommendations to the 
Greenport Shanghai project. These recommendations are given in the next section, while the conclusions 
about the usefulness of the model are given in the next chapter. 

6.4 Recommendation Greenport Shanghai 
Based on the results of the previous analysis, some recommendations are made to the partners of the 
Greenport Shanghai project to improve their chances of success of their current and future strategic 
alliances. For the alliance in the Greenport Shanghai case, some recommendations are given on how the 
current weaknesses can be reduced or resolved at this point in time. For future alliances, it is indicated 
how weaknesses can be avoided while strengths are enhanced. These recommendations are made based 
on the identified relations between the alliance process model and the strengths and weaknesses of the 
case. 

Greenport Shanghai project 
To improve the chances of success of Greenport Shanghai, a number of activities from the alliance 
process model should be executed at this stage of the project. As a joint business plan would reduce many 
of the current uncertainties and weaknesses, especially the activities that are needed to develop such a plan 
are important. These activities can mainly be found in the Operational Planning & Structuring phase of 
the model. Although such a plan is normally developed before the alliance is in operation, it is still 
possible to develop it in this stage of the project. However, it will be more difficult as numerous partners 
are already involved, agreements are already signed, and investments are already made. As each 
organisation may have its own requirements and objectives with Greenport Shanghai, the number of 
partners may complicate the decision making process. The current legal agreements may create obligations 
to some partners about the future development which may be less optimal, while the current investments 
in the alliance make it difficult to exclude currently involved partners from the alliance. Nonetheless, 
developing a joint business plan by executing the activities of the Operational Planning & Structuring 
phase is essential in order to reduce or resolve a number of current weaknesses of Greenport Shanghai 
project. The most important weaknesses of Greenport Shanghai and the activities of the model which 
should reduce or resolve them are discussed briefly. A complete description of the activities of the model 
as well as the related checklists can be found in Chapter 4. 

To reduce the uncertainty about the financial attractiveness of Greenport Shanghai, an external analysis of 
the alliance (Activity 5.1) should be executed including an assessment of the market potential, competitors, 
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expected costs, and the potential risks. This analysis should not be biased by the investments already made 
in the alliance as these should be seen as sunk costs. An objective, independent organisation may therefore 
be consulted to perform this external analysis for Greenport Shanghai. 

The current ambiguity about the partners and their objectives should be reduced by performing the 
internal analysis of the alliance (Activity 5.1). A detailed examination of each of the current partners is 
needed as well as an assessment of the objectives these partners have with Greenport Shanghai. In 
addition, the competences each organisation contributes to the alliance should be defined and compared 
with the needed competences for the future of Greenport Shanghai. Based on this comparison, it should 
be determined if participation of a partner is valuable or not. Although excluding a partner may be optimal 
as its competences are not needed anymore, this may be difficult or almost impossible as a result of the 
current legal agreements and the investments made. The internal analysis may be further complicated by 
the numerous partners already involved. No consensus may be researched about the overall objective of 
the alliance, because the individual objectives of the partners are too diverse and not complementary. If 
these difficulties can not internally be resolved, an intermediary may be consulted to assist with these 
decisions. 

To improve the alliance management of the Greenport Shanghai project, the activity of determining the 
alliance organisation and management should be executed (Activity 5.2). This includes defining the 
management structure, determining the roles & responsibilities of each entity, establishing the control & 
empowerment mechanisms, and defining clear policies. These aspects of the new alliance management 
should be determined on the basis of their functionality for the future rather than on the existing alliance 
management. This may result in difficulties when, for example, the roles and responsibilities of an entity 
differ form their current ones. Again, if these issues about the alliance management can not be resolved 
internally, an intermediary may be needed to resolve them. 

To reduce the ambiguity about the expected contribution each partner is willing to make to the alliance, 
the Strategic Return on Investments should be elaborated (Activity 5.3). The organisations should 
determine and appoint the required investments and the expected returns of each partner. The amount of 
money, personnel, materials, information, and licences each partner is willing to invest in the alliance 
should be defined. The returns should be fairly appointed between the partners based upon the relative 
portion of risks assumed, resources invested, and responsibilities for the results of each organisation. 
Difficulties may arise as some of the organisations have already made significant investments in the 
alliance, while expecting the returns in the upcoming period. These expectations should be taken into 
account when creating a win/win agreement between the partners. 

However, before the above mentioned activities for the development of a joint business plan are executed, 
the Dutch partners need to determine how they wish to participate in the development and management 
of Greenport Shanghai. As mentioned before, the legal status of the Dutch core partners does not seem to 
permit participation in risk containing projects. To overcome this, a spin-off company of one of the 
Dutch core partners was proposed, but it is not founded yet as a result of strong resistance of 
stakeholders. If participation with the current legal status is not possible and strong resistance remains 
about the spin-off company, the Dutch partners should find another solution e.g. attracting a third Dutch 
partner, or setting up a new corporation which is not a direct spin-off of the Dutch partner. As it should 
be clear which organisations will participate in the development and management of Greenport Shanghai, 
this solution should be found before developing a joint business plan with the Chinese partner. 

Future projects 
To avoid the pitfalls encountered in the Greenport Shanghai project, it is recommended to use the alliance 
process model in future projects. Note that the major strengths identified in the retrospective analysis of 
the Greenport Shanghai case are either incorporated in the model or at least will not be obstructed by it. 
This means that the model both matches perfectly with the partner's current working method and 
enhances it by structuring the alliance formation and management process. As a result, the alliance process 
model should improve the chances of success of future projects. 
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6.5 Conclusion 
To evaluate the usefulness of the alliance process model and to give some recommendations to the 
Greenport Shanghai project, the actual alliance formation process of Greenport Shanghai was compared 
with the theoretical model developed in Chapter 4. For almost all strengths and weaknesses of the 
Greenport Shanghai case -which were defined using a retrospective analysis- a strong link with the 
alliance process model was identified. In other words, the pitfalls in the Greenport Shanghai case could 
have been avoided if the organisations had executed the activities of the alliance process model, while the 
strengths would have been enabled or at least not been obstructed by the model. Based on these strengths 
and weaknesses and their relation with activities in the alliance process model, a number of 
recommendations are made to the partners of the Greenport Shanghai project. To improve the chances of 
success of Greenport Shanghai, the Dutch organisations are advised to determine how they whish to 
participate in the further development and management of the park. In addition, the Chinese and Dutch 
organisations should jointly develop a business plan by executing a number of activities from the alliance 
process model. For future projects, it is recommended to use the alliance process model from the start of 
a project to avoid the pitfalls encountered in the Greenport Shanghai project. In addition to giving 
recommendation to Greenport Shanghai, the results of the case study are used in the next chapter to draw 
some conclusions about the usefulness of the general alliance process model for alliances between 
Western and Chinese organisations. 
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7 Conclusion and Discussion 
In this chapter, the results of the previous sections are used to provide an answer to the research question 
which was defined in the introduction of this thesis. Second, some interesting remarks about this research 
are made in the discussion. Based on the conclusion and the discussion, some recommendations are made 
for further scientific research as well as for organisations on the practical use of the alliance process 
model. 

7.1 Conclusion 
Based on the difficulties Western organisations currently face with strategic alliances in China despite their 
potential, this research focussed on improving the performance of these Western-Chinese alliances. As the 
alliance process model seems to be an important, yet underdeveloped, alliance management mechanism, 
the research question of this thesis is: 

How should an alliance process be structured in order to improve the petformance of strategic alliances between Western and 
Chinese organisations? 

In this thesis, strategic alliances are defined as a voluntary, long-term, mutually beneficial, close 
collaboration between two or more independent organisations. The performance of an alliance is assessed 
on the basis of the perception on the alliance performance of each organisation involved rather than on 
the basis of the predefined objectives. 

Based on the results of a literature study into alliance processes, alliance performance, and China, it can be 
concluded that neither business nor academic literature is currently able to directly provide an answer to 
this research question. Although no literature currently combines the three components, alliance 
processes, alliance performance, and China have all individually received significant attention. As a result, 
the current literature is combined to develop an alliance process model that improves the performance of 
alliance between Western and Chinese organisations. The usefulness of this alliance process model is 
evaluated and enhanced by performing a case study of a Western-Chinese alliance. 

From the current literature, it can also be concluded that the existing alliance process models are either 
too specific or lack detail to improve the overall performance of strategic alliances. As the focus of this 
thesis is not limited to a particular sector, industry, size of organisations, or type of alliance, the model 
should be general applicable. Furthermore, practical applicability is needed to actually improve the success 
rate of strategic alliances. Although such a general alliance process model is currently nonexistent, the 
models in the literature contain all aspects needed. While the current general models offer frameworks to 
structure the alliance formation, the specific models offer the activities and tools to make it practical 
applicable. By combing the existing models, a new general alliance process model is developed that 
provides a preliminary answer to the research question. 

In this new general model, the alliance process is divided into seven sequential phases, namely the 
business strategy, alliance strategy, partner selection, negotiation, operational planning & structuring, 
implementation, and management & evaluation. In each of these phases, a number of activities are defined 
as well as related checklists and tools. As strategic alliances are only a vehicle to execute the business 
strategy (Porter Lynch, 2001), it is important to define this strategy first. For each strategic objective, a 
trade-off needs to be made between internal growth, mergers & acquisitions, or strategic alliances. In the 
alliance strategy phase, the overall and the individual alliance strategy should be determined. After 
individually determining these alliance strategies, the most suitable partner should be selected based on a 
thorough examination of a number of potential partners. With this selected partner, the organisations 
should enter the negotiation phase and determine if they can achieve a mutual win/win agreement. These 
negotiations should result in a Memorandum of Understanding and Principles which outlines the 
fundamentals of the alliance. In the Operational Planning & Structuring phase, the organisations should 
develop a joint business plan -which translates the ideas into a sound business- as well as a formal legal 
agreement. When all organisations have agreed upon this legal agreement, the actual alliance can be 
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implemented by executing the joint business plan. This alliance should be managed and evaluated when it 
is in operation to ensure it satisfies the requirements of all organisations involved. Based on the results of 
the evaluation, it may be needed to reposition the alliance by executing a number of activities of the 
alliance process model again. 

As this new alliance process model should be general applicable, it seems plausible to conclude that this 
model also describes how the alliance process should be structured to form alliances between Western and 
Chinese organisations and thereby providing an answer to the research question of this thesis. However, it 
is possible that the alliance process should be structured differently for Western-Chinese alliances due to 
the complexity of China's business environment. To evaluate the actual usefulness of the alliance process 
model for these alliances, a case study is used which examines the alliance process of a Dutch-Chinese 
consortium in the agricultural sector. 

From this case study it can be concluded that the alliance process model seems to be useful when forming 
alliances between Western and Chinese organisations and thereby provides an answer to the research 
question. Although the alliance process model could not be used actively in the case as it was developed 
after the case started, the retrospective analysis has given some clear insights in the usefulness of the 
model. A strong link between the alliance process model and the strengths and weaknesses of the case was 
identified. In other words, the pitfalls in the case could have been avoided if the organisations had 
executed the activities of the alliance process model, while the strengths would have been enabled or at 
least not been obstructed by the model. Only some minor modifications to the model were identified 
which should make it more convenient for forming Western-Chinese alliances. The case study showed 
that in addition to the final customer, the governmental organisations play a significant role in the alliance 
formation in China. As the government can be seen as a customer of the alliance, the Value Added 
Proposition should not only be defined for the final customer but for the most important stakeholders 
including the governmental organisations. A second minor modification to the model should be made as a 
relationship should be established with these relevant branches of the government. The model should 
therefore indicate that after identifying the most important stakeholders, these should be approached and 
be kept informed. By making these modifications to the model, the usefulness of the alliance process 
model for setting up Western-Chinese alliances is further improved. 

From this research it can be concluded that the new alliance process model seems to provide an answer to 
the research question as it indicates how the alliance process should be structured to improve the 
performance of alliances between Western and Chinese organisations. 

7.2 Discussion 
A number of remarks can be made about this research. For instance, the unequal distribution of activities 
in different phases of the model as well as the difference between the alliance formation processes in 
China compared with others. Additionally, the statements of general applicability, practical applicability 
and the completeness of the alliance process model are discussed in this section. 

As can be seen in the new alliance process model, an unequal distribution in the number of activities in 
different phases can be obtained. While the alliance strategy phase and partner selection phase of the new 
model each consist of eleven activities, the Implementation and Management & Evaluation phase only 
consist of three and five activities respectively. This inequality can be seen in almost all of existing alliance 
process models as well; the first phases in the alliance process are explained in detail while in the later only 
some broad principles are given. As an alliance is, generally, most of the time in the Management & 
Evaluation phase, this inequality seems even more concerning. However, the unequal distribution of 
activities can be explained by the uniqueness of alliances and is therefore interwoven with strategic 
alliances. The further an organisations continues in the alliance process, the more alliance specific the 
activities become. As a result it becomes more difficult to provide activities in the last phases of the 
alliance process that are applicable for all kinds of alliances. In addition, these activities indicate some 
broad principles which should be adapted to the specific needs of a particular alliance. As the unequal 
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distribution is caused by an inherent aspect of strategic alliances, it does not seem to be a major weakness 
of the alliance process model. 

Second aspect of discussion is the actual difference of the alliance process in China compared with others. 
In this thesis, it is assumed that the process in China only differ marginally from other alliance processes 
as the general alliance process model is used to provide the basis for structuring this process in China. As 
a result, only modifications to the general model are suggested rather than a complete different model for 
Western-Chinese alliances. This assumption seems reasonable as the objectives of alliance formation in 
China do not differ from others. Furthermore, the phases in the general alliance process model and their 
order seem to be as useful for Western-Chinese alliances as for others. Organisations still have to 
determine their own business strategy before determining the alliance strategy, and a partner needs to be 
selected before starting the negotiations and the operational planning & structuring. The main structure of 
the alliance process is therefore assumed to be equal, while the priorities between aspects in the model 
may differ. This assumption is confirmed by the literature and the case study. The literature indicates that, 
for example, the negotiations have a high priority in China while the legal agreement seems to be less 
relevant (e.g. Chen, 2001; Ambler & Witzel, 2004) . 

The statement that the new alliance process model is general applicable should be discussed as well. As a 
result of the uniqueness of alliances, it may seem impossible to develop one model that is applicable for all 
alliances. However, this general applicability is assumed because of the similarity in the structure of 
different alliance processes and the completeness of the model. Although each of the existing specific 
models in the literature is developed for another kind of alliance, the structure of the alliance process 
hardly differs between these models. As a result, the structure of the new alliance process model can be 
assumed to be general applicable. Furthermore, the model aims at offering a complete set of activities in 
each phase as it gives a collection of all the activities from the existing models. Organisations can give 
priority to certain aspects of the model in order to make it more suitable for their specific situation. In this 
way, the activities in the alliance process model are applicable for all kinds of alliances. Only the checklists 
may not directly be general applicable as some refinements may be needed to make it suitable for a 
specific situation. Despite these small refinements needed, the alliance process model can be assumed to 
be general applicable. 

Especially for organisations dealing with the actual formation and management of alliances, it is 
important to discuss the practical applicability of the alliance process model. It should be discussed 
whether or not the alliance process model is truly applicable in the business environment for all kinds 
of organisations and alliances and if so, how organisations should apply the model. Although the 
alliance process model seems to be useful in the Greenport Shanghai case, it was not used actively by 
the organisations. As a consequence, it can not directly be concluded that the model is practical 
applicable in the business environment. However, as the model is developed by combing currently 
existing alliance process models which have proven their practical applicability already, it can be 
assumed that the new model is applicable in the business environment as well. Especially as the 
activities of the current models are combined rather than selected, the new model offers a complete set 
of activities which have already proven their usefulness in the business environment. It can therefore 
be concluded that the alliance process model seems to be applicable in the business environment. 

However, organisations may have some reservations about the applicability of the alliance process 
model for their specific situation. Small and Medium sized Enterprises (SME's), for example, may 
feel the model is too comprehensive in order to be useful for their situation. Activities may not seem 
relevant in their situation or the organisation may have deficient time and resources to execute all the 
activities. The partner selection, for instance, may be different for a SME as they may not have the 
opportunity to select the most suitable partner as this best-in-class partner may be less interested in 
collaborating with this SME. Organisations which are forming a relatively small alliance not related to 
their core business may as well view the alliance process model as over complete. For instance, the 
investments in time and resources needed for a detailed examination of the prospective partner's 
organisation may not be in balance with the expected benefits. As the alliance process model offers a 
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complete set of activities, some may indeed not be relevant or too time and resource consuming in a 
particular situation. Organisations are however not obliged to perform all the activities of the alliance 
process model, but should make a clear assessment about the relevance of each activity and find a 
balance in the required investments and expected returns. In this way, the alliance process model is 
practical applicable for all kinds of alliances and organisations including relatively small alliance and 
SME's. 

A final point for discussion is the actual completeness of the new alliance process model. Although a 
number of specific and general alliance process models are used for the development of the new model, it 
is possible that currently existing alliance process models are not included in this research. Next to these 
existing models, new alliance process models may be developed in the future which may reduce the 
completeness of the model as well. However, as the existing models used to develop the new model 
contained all aspects needed (see Section 4.2), the new alliance process model can be considered complete. 
In addition, the newly identified models in the business and academic literature can be incorporated into 
the model to enhance its completeness. To incorporate these new models, the same algorithm that is used 
to combine the current models can be used (See Section 4.3). As a result, the completeness of the alliance 
process model can be further improved over time. 

7.3 Recommendations 
Based on the conclusion and discussion, a number of recommendations for further scientific research are 
presented in this section. In addition, some recommendations towards organisations are made about the 
practical use of the model. 

Despite the clear insights the retrospective analysis has given, the usefulness of the alliance process model 
could not be validated by this research. It is therefore recommended to actively use the alliance process 
model in a number of cases to validate its usefulness. In order to evaluate the general applicability of the 
model, these cases should ideally include alliances in different sectors, industries, sizes of organisations, 
and types of alliances. To enhance the completeness of the model, it is also recommended to incorporate 
new or other alliance process models from the business and academic literature into the model when these 
are identified. To extend the alliance process model, it is also recommended to include literature on 
specific parts of the alliance process into the model. In this research, mainly literature about the complete 
alliance process is used. However, specific phases or activities within phases may have received attention 
in the literature as well, like the alliance portfolio and the business strategy. Finally, it is recommended to 
analyse the alliance process from the Chinese perspective as well and incorporate it into the model. 
Although an attempted was made to use an integral perspective, the model may be biased towards the 
Western perspective as a result of the researcher's background. 

Based on the results of this research, organisations are recommended to use the alliance process model 
when setting up Western-Chinese alliances. Additionally, the model can be used for the formation and 
management of other alliances as well, because it is developed to be general applicable. It is further 
recommended to adapt the model to the specific situation of the organisation which includes giving 
priority to specific activities as well as modifying the checklists and tools. As the model aspires to be 
complete and general applicable, some activities or checklists may be less relevant for a specific 
organisation. 
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Appendix 1: Alliance Management Mechanisms 

Functions 

Vice President of alliances Person who is responsible for alliances at senior level 

Alliance department Department which supports alliance managers in business units and divisions and as a 
result accumulates knowledge and develops techniques 

Alliance specialist Experienced alliance-expert who advises alliance managers 

Alliance manager Person who is responsible for the daily management of one or more alliances 

Local alliance managers Person who has extensive knowledge about the cultural , legal and business aspects of a 
country and therefore manages alliances in this country for foreign organisations 

Gatekeeper Person who prevents knowledge spill-over in a alliance 

Tools 

In-house alliance training 
Training given to managers to communicate the business policy with respect to alliances 

External alliance training Alliance training given by an external party 

Standard partner selection 
A structured approach for the selection of new alliance partners 

approach 

Joint business planning Jointly designing an operational business plan for the alliance 

Alliance metrics Performance indicators for alliances 

Alliance database An overview of all alliances, stored in a database 

Alliance best practices 
The use of the most successful management techniques and development of techniques 
based on own experience 

Culture programme 
A specific programme aimed at overcoming cultural differences, learning of and adapting 
to cultural differences between organisations. 

Partner programmes A structured process to deal with different types of partners 

Individual alliance evaluation Alliance will be evaluated separately 

Cross-alliance-evaluation Individual alliance evaluations will be compared with each other to enable learning 

Joint evaluation Alliances will be evaluated together with the partner 

Intranet Best practices and techniques are available for all employees by means of the intranet 

Partner portal Partners have excess to knowledge and information by means of a internet portal 

Alliance handbook A guide which describes how alliances should be set up and offers a step by step process 
of how alliances should be formed and managed 
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Alliance management is part of 
Managers should have alliance training and experience to be able to make the next 

the management developing 
career step within their organisation 

proqramme 

Competency framework for A framework describes the capabilities a alliance manager needs on different experience 
alliance managers levels 

Training in intercultural Education for alliance managers which helps them to cope with the differences in culture 
management and to use these differences in their advance. 

Processes 

Location of the responsibility for Responsibility for alliances could primarily be at the top management, business 
alliances development, marketing, M&A department, R&D department or the strategy department 

Incentives for alliance managers Rewards and bonus for alliance managers depend on the alliance success 

Incentives for business managers Rewards and bonus for business managers depend on the alliance success 

Alliance managers exchange Meetings of alliance managers aimed at exchanging knowledge and experience aimed at 
experience developing best practices 

Approval processes 
Processes which indicate who approves alliances, who signs the contract and who 
approves the business plan (RACl-chart) 

Process of partner finding The majority of alliances are found by means of a top-down- or a bottom-up process 

Country-specific alliance policy Alliance policy is adapted to local circumstances in stead of using the same policy for 
each country 

Use of own knowledge about a 
Previous experience with a country is brought in when an alliance is formed in this country 

country 

External parties 

Consultants External experts help to create and to implement the alliance policy and best practices 

Legal experts Legal experts are engaged to fill in the legal aspects of the alliances 

Mediators A mediator is used to solve conflicts 

Financial experts Financial experts are attracted to determine the financial structure of the alliance 

Table 9.1: Alliance Management Mechanisms (Adapted from De Man & Duysters, 2007b) 
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Appendix 2: Definitions Strategic alliances 

Any substantial long term (in)formal agreement between two or more organisations, where each 
organisation remains independent (Bitran et al., 2002). 
A relation or union between two or more business entities where the complementary strengths 
create more value for the customers than derived independently. The difference between the 
companies are additive, ad the objective could not be effectively achieved without the other party 
(Porter Lynch, 2001) 
Voluntary arrangements between firms involving exchange, sharing, or co-development of 
products, technologies, or services. (Gulati, 1998). 
Relatively enduring inter firm cooperative arrangements, involving flows and linkages that utilize 
resources and/ or governance structures from autonomous organisations for the joint 
accomplishments of individual goals linked to the corporate mission of each of the sponsoring 
firms (Parkhe, 1993) 
Cooperative relationships driven by a logic of strategic resource needs and social resource 
opportunities (Eisenhardt and Schoonhoven, 1996) ( das and teng) 
A close, long-term, mutually beneficial agreement between two or more partners in which 
resources, knowledge and capabilities are shared with the objective to enhance the competitive 
advantage of each partner (Spekman et al., 1998). 
Collaborations between independent companies with the aim to create a competitive advantage 
for the partners. Alliances exist when revenues and risk are shared among partners and actual 
collaboration between people in the companies take place (De Man, 2004) 
Bilateral agreements between two firms, aiming to develop new markets or technologies (Geurts 
and van der Zee, 2001) 
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Appendix 3: Existing alliance formation process models 
For the development of the new general alliance formation model, eight existing models were used from 
which five can be classified as specific and three as general. For each model, the research method, the 
proposed process, and the limitations are given. 

Specific Alliance Process models 
Strategic alliance process by Pekar and Allio (1994) 
Pekar and Allio (1994) identified a strategic alliance process containing four sequential stages. This alliance 
process was identified in a survey held among top management of American Fortune 500 companies in 
1987. The research covered a wide spectrum of industries, including electronics, communications, 
entertainment, financial services, insurance, food, pharmaceuticals, and manufacturing. Next to the survey, 
field interviews were also held with top executives of these American companies. The four stages in the 
strategic alliance process are strategy development, partner assessment, contract negotiations, and alliance 
operations (Figure 9.1). Strategy development studies the alliance's feasibility, objectives and rationale. The 
second stage, partner assessment, emphasizes on the building of a database of potential partners, analysing 
potential partners' strengths and weaknesses, and preparing appropriate partner selection criteria. In the 
third stage, contract negotiation, the company determines whether all partners have realistic objectives, 
form high calibre negotiation teams, define each partner's contributions and rewards as well as protect any 
proprietary information. The last stage is the alliance operation stage which addresses senior 
management's commitment, the calibre of resources devoted to the alliance, linking budgets and resources 
with strategic priorities, and measuring and rewarding alliance performance. 

Strategy 
Development 

Partner 
Assessment 

Contract 
Negotiations 

Alliance 
Operations 

Figure 9.1: Strategic Alliance Process (Pekar & Allio, 1994) 

Although a wide spectrum of industries is covered, the research is limited to a particular size of 
organisations, sector, and geographical area. Because the survey and interviews were held with Fortune 
500 companies, only large companies were involved. However, both Small & Medium Sized Enterprises 
(SMEs) and Multinational Enterprises (MNEs) are increasingly involved in strategic alliances (Van Aken, 
2001). Due to the differences between SMEs and MNEs, the four stage alliance process model may be 
less applicable to SMEs. Second, the research is limited to the sector, because the survey and interviews 
were only held with private organisations. Finally, the research is limited to a particular geographical area, 
because both the companies and the researchers are from United States. This may result in a cultural bias 
in the alliance process. 

Partnering Process by De Man, Van Der Zee, and Geurts (2000) 
De Man et al (2000) offer a five step partnering process based on academic research and case studies. The 
partnering process was created based on literature research and analysed using eight cases. These cases 
contain a variety of international companies representing a number of industries and types of alliances. To 
analyse the cases, both interviews and document research were performed. The five phases in the 
partnering model are context, content, partner selection, management, and upgrading (Figure 9.2). The 
context describes both the key forces in the business environment and the company's strategy. The 
content addresses the activities which constitute the alliance as well as its legal nature. The partner section 
phase contains drawing up a partner profile, the initial selection, approaching short-listed partners, the 
second selection, and the negotiation. In the management phase, emphasis is placed on both the 
management tools and relational aspects. Finally, the upgrading phase refers to the development of 
alliance. 
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Context Content 
Partner 

Selection 

Figure 9.2: Partnering Process (De Man et al., 2000) 

Upgrading 

Although the research uses both an academic and practical perspective and covers a wide geographical 
region, the research is limited to a particular size of organisations, industry, and sector. The organisations 
used for the case study are Multinational Enterprises (MNEs), mainly from the Information Technology 
industry. A bias towards this industry may make this research dependent on it. Furthermore, the research 
is biased towards the private sector and 11NEs. 

Strategic alliance Handbook by Duysters, Van den Oord, Post (2004) 
Duysters et al (2004) developed a handbook to support Small & Medium Sized Enterprises (SMEs) with 
forming, structuring, and managing successful alliances. The handbook offers a general alliance framework 
containing numerous practical tools, checklists, and methodologies. This framework consists of five 
phases, namely business strategy, alliance strategy, partner selection, implementation & operation, and 
management & evaluation (Figure 9.3). The business strategy phase deals with identifying trends in the 
business environment, identifying strengths and weaknesses of the organisation, identifying shortcomings 
of the organisation, and determining the business strategy. The alliance strategy phase deals with 
determining the overall alliance strategy of the company and the individual alliance strategy. The third 
phase, the partner selection phase, addresses the process of selecting the optimal partner and developing a 
Memorandum of Understanding and Principles. The Implementation & Realisation phase emphasises on 
the formalisation of the alliance by developing a joint business plan and a legal agreement. The last phase, 
the Management & Evaluation phase, deals with monitoring the alliance performance and changing the 
alliance if needed. 

Organisation 
Strategy 

Alliance 
Strategy 

Partner 
Selection 

Implementation Management 
& Operation & Evaluation 

Figure 9.3: Partnering Process (Duysters et al., 2004) 

The main limitation of this strategic alliance handbook is the focus on the Small and Medium Sized 
Enterprises. Due to this focus, the handbook may be less applicable for the Multinational Enterprises. 
Furthermore, the focus on the SMEs makes the handbook biased toward the private sector. 

Strategic Alliance Workbook by Porter Lynch (2001) 
Porter Lynch (2001) offers a sequential alliance development process which enables companies to design, 
form, and manage market-related alliances. This workbook is the result of year's worth of experience, 
analysis of successes and failures, and surveying of the most profitable approaches used by alliance experts 
among the top companies throughout the World. The process is divided into six phases, namely alliance 
strategy, alliance analytics, co-creative negotiations, operations planning & integration, structuring, and 
alliance management (Figure 9.4). For each of these phases, best practices, tools and checklists are 
provided. The alliance strategy phase addresses the long-term strategy, the options & directions, and the 
strategic returns. Alliance analytics deals with the framework for evaluating the alliance and determining 
the risk and rewards. The third phase, the co-negotiation phase, deals with determining the fit between the 
companies, building a relationship, and developing the agreement. Operation planning & integration phase 
deals with building a profitable business plan, ensuring effective alliance management, clarifying roles & 
responsibilities, establishing empowerment & control systems, and ensuring added-value to customers. 
The fifth phase is the structuring phase which addresses the fairly apportion of risks, responsibilities, 
resources, and rewards. Furthermore, the organisational, financial, and legal structures need to be 
developed in this phase. The last phase, alliance management & operations, deals with managing the 
alliance, measuring performance, and adapting to changing strategic & operational conditions. 

- 5 -



Strategic Alliance Formation in China 

Alliance 
Strategy 

Alliance 
Analytics 

Co-Creative 
Negotiations 

Operational 
Planning & 
Integration 

Figure 9.4: Alliance Development Process (Porter Lynch, 2001) 

Structuring 
Alliance 

Management 

The limitations of the alliance development process are the focus on particular type of alliance, sector, and 
size of company. Due to the focus on market-related alliances, the model, tools and checklists may be less 
useful for other types of alliances. Additionally, mainly experience from top companies is used in the 
workbook, making the process biased toward the private sector and toward Multinational Enterprises. 
Furthermore, the workbook is rather vague about the geographical location of the companies involved. It 
is unclear if the companies are locates around the World or only in The United States. Therefore, the 
model may also be biased toward The United States. 

Alliance formation roadmap Harbison and Pekar Jr. (1998) 
Through surveys and interviews with companies around the World, Harbison and Pekar (1998) have 
developed an alliance formation methodology with four stages, namely identification, valuation, 
negotiation, and, implementation. These four stages are broken down into eight practical and actionable 
steps/ activities (Figure 9.5). These eight steps were identified in a survey held among more than five 
hundred major companies in The United States and abroad. The identification stage deals with defining 
the strategy & objectives and screening for partners. The valuation stage emphasises on assessing tradable 
& leverage, defining opportunity, and assessing the impact on stakeholders. The negotiation phase deals 
with assessing bargaining power and planning integration. Finally, the last stage deals with all the 
implementation the alliance 

Identification Valuation Negotiation 

Assessing 
Tradeables 

and Levera e 

/ ......._ 
Defining 

Screening for Defining 
Assessing 

Strategy and --+ --+ --+ Bargaining 
ob.ectives partners opportunities ow er ......._ 

Assessing 
~ 

Impact on 
Stakeholders 

Figure 9.5: Alliance Formation Roadmap (Harbison & Pekar, 1998) 

Planning 
Integration 

Implementation 

--+ Implementing 

The limitations of the alliance formation roadmap are the focus on particular sector and size of 
companies. Because the survey was held among major companies, the research is biased toward the 
private sector and Multinational Enterprises. 

General Alliance Process Models 
The Network Process by De Man (2004) 
De Man (2004) identified a seven step network process based on academic research and practical 
experience. The mechanism used to develop the network process consists of two parts. First, the practical 
process of networking was followed, as experienced by companies. Second, by charting the existing 
academic and practical knowledge about each of the seven steps, a coherent network process model is 
developed. The seven steps in the cyclical network process are business strategy, network strategy, 
network structure, partner selection, implementation, management, and change (Figure 9.6) . The first step 
in the network process, the business strategy phase, emphasises on the choice between internal growth, 
Mergers & Acquisitions, or strategic alliances to face the challenges in the environment. The network 
strategy phase deals with the goal of the network as well as the individual network position of a company. 
The network structure phase addresses the choices in alliance tie strength, network size, the membership 
mix, collective governance, and the level of clustering. The fourth phase in the network process is the 
partner selection phase which deals with drawing up the partner profile, selecting the most suitable 
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partner, and negotiating with this prospective partner. The implementation phase deals with the issue of 
whether implementation can be planned or whether networks should be left to evolve. The management 
phase of the network process emphasises on maintaining progress, performance management, balancing 
commitment & flexibility, building alliance capabilities, and network knowledge management. The last 
phase in the network process deals with changes in the network. 

Business 
Strategy 

Figure 9.6: Network Process (De Man, 2004) 

The limitation of this process is the focus on networks rather than strategic alliances. Because alliances are 
the building blocks of networks , the formation of individual alliances is only a part of the network 
formation process. Due to this focus on networks, less attention is given to individual alliance formation. 
Therefore, the model lacks concrete activities and tools for the alliance formation process, but it does 
offer a general framework including relevant network issues. 

Strategic alliance roadmap by Yoshino and Rangan (1995) 
Based on practical experience, Yoshino and Rangan (1995) identified a cyclical roadmap containing four 
key activities. This roadmap was identified by interacting with hundreds of managers in dozens of 
companies around the world. The four activities in the roadmap are: rethinking the business, crafting the 
alliance strategy, structuring the alliance, and evaluating alliances (Figure 9.7). The activity of rethinking 
the business consists of a strategic reassessment of the business and determining the role of alliances. The 
second activity, crafting an alliance strategy, addresses the choices organisations have in changing the way 
of doing business by using alliances. The third activity, structuring the alliance, deals with selecting the 
most appropriate alliance structure and negotiating with the prospective partner. Finally, the activity of 
evaluating the alliances addresses the monitoring and re-evaluation of the alliances. 

Rethink the 
Business 

Crafting 
Alliance 
Strategy 

Structuring 
The Alliance 

Evaluating 
Alliances 

Figure 9.7: Strategic Alliance Roadmap (Yoshino & Rangan, 1995) 

The limitations of the model are the lack of detail and the focus on the private sector. The model offers a 
general framework for alliance formations, but does not describe concrete activities and tools. 
Furthermore, only experience from private organisations was used for the development of the roadmap. 
This bias toward the private sector may make this research dependent on it. 

Process framework of the development of Alliances by Ring and Van de Ven (1994) 
Ring and Van de Ven (1994) offer a framework for the development and evolution of alliances, consisting 
of a repetitive sequence of negotiation, commitment, and execution stages (Figure 9.8). For the 
development of the framework, a developmental process perspective is used. From this perspective, 
alliances are socially contrived mechanisms for collective actions and symbolic interpretations of the 
organisations involved. Both formal and psychological aspects are equally important in the alliance 
framework. In the negotiation stage, the organisations develop joint expectations about their motivations, 
possible investments, and perceived uncertainties of the proposed business deal. This stage contains both 
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formal bargaining processes and social-psychological processes of sense making. In the commitment 
stage, the organisations reach an agreement on the obligations and rules for future action in the 
relationship. This agreement consists of a formal legal agreement and a psychological contract. Finally, in 
the execution sta e, the commitments and rules of action are carried into effect. 

Negotiations 
Of joint expectauons risk & Trust 

through 
Formal bargaining & informal 

sense making 

Executions 
Of Commitments through 

Role interactions & 
Personal interactions 

Commitments 
For future action trough 
Formal legal contract & 
psychological contract 

Figure 9.8: Process Framework of the Development of Alliances (Ring & Van de Ven, 1994) 

The main limitations of the framework are the lack of detail and the single theoretical perspective used. 
The model gives a framework for the development of alliances, but does not describe the specific 
activities and tools needed. Furthermore, the framework is developed using a single theoretical 
perspective, namely the developmental process perspective. The framework is therefore biased toward this 
perspective. 
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Appendix 4: Combination Phases Current Models 

Pekar and De Man, 
Van Der Allio Zee, and (1994) 
Geurts 
(2000) 

_____ J __ Context 

Duysters, Porter 
Van den Lynch 

Oord, Post (2001) 
(2004) 

Organisation 
strategy 

Harbison 
and Pekar 
Jr. (1998) 

Defining 
strategy and 
objectives 

DeMan 
(2004) 

Business 
strategy 

Yoshino 
and 

Rangan 
(1995) 

Rethink the 
business 

Crafting an 

Ring and 
Van de 

Ven (1994) 
New Alliance 

Process model 

Business strategy 

Strategy 
Content 

Alliance Alliance 
development strategy strategy 

alliance i Alliance strategy 
_ y strategy ! 

·······-···--·····---.l ·····----·-······· •·····--·· - ·······-·····························································--·-····.--·---····--·----·----·--·-··---4--··--·-····-···---- ········································-·- ·········-

· (Network 

f------+-------+---·---- __ --- - ---- t ___ _____ _j__._s_t_ru_c_t_u_r_el _ _,_ _ _________ .j_ __ _ 
Partner i 

Partner 
assessment 

Partner 
selection 

selection Alliance 
(including analytics 

Screening for 
partners 

Partner 
selection 

Partner selection 

r-----_, _____ _,__ne~t_io_n~) _,_ ______ .._ ______ ,_ _____ _._ _ ____ -+-------~----------l 

Contract assessing 
Negotiations tradeables Negotiation Negotiation 

negotiation and leverage 
-----+·-·---···--:--------+---------------+--------;- ......... ---··--·-----4------+----------I 

····-···-·---·+···-·-···---- __]·-··-------+----·--- o~~ - J. ______ ! _____ -------···-··--·· 

stakeholders 
impact on 1' 

·-·-·-----··--····---+-----·-·---------·--·--;-------+ - ~!~~~~\~~ ····t-i - - ----+-------;------t---

power 
f------+------+---------·--+--------+------+------ i-------+'--------1·-·-- ---·--··--· 

I 
Operations 
planning & 
integration 

r------+-------+----·---+-------+---,P~l~a-nn~i-ng---+-------;-------

(Content) 
. integration (network . 

Structunng ! (based on ! structure) I Structuring Commitment 

Operational planning 
& Structuring 

! ···---·-·-···---·-i_~·-·--a_ct_1_v ___ 1t_1 __ e ___ s ___ ) _______ .. ~.' -·---·····---··--- ·•:_. ____ ··----···--····--·! __________ ...___ --- 1 1mp1emeniaii-+---- ······ · -------· 

on & 
Alliance operation Implemen

tation 
Execution Implementation operation : i (including : : Implementing 

____________ I -----~I _0:a~~l~~L' . ________ I ___ ··--+------+-------;------· _ _ ____ ·······-··--··--··-·· 

(Alliance 
operation) 

management 
Management 
& evaluation 

Alliance 
management 

- 9 -

Management 
Managing 
alliances 

Re-evaluate 
Management & 

evaluation 



Strategic Alliance Formation in China 

Appendix 5: Combination Activities Current Models 

Activities 
Current Alliance Process models 

New model 
Pekar 

De Man, Duysters, 
Porter Harbison 

Yoshino Ring and 

and Allio 
Van Der Van den 

Lynch and DeMan 
and Van de 

Business strategy Zee, and Oord, Rangan Ven (1994) 
Geurts Post 

(2001) Pekar Jr. (2004) 
(1995) (1994) 

(2000) (2004) 
(1998) 

External analysis / / / / 
·····································-····· 

Internal analysis / / / 
Define vision and / mission 

·-------·· 

Identification of / / shortcomings 
----·----- --······ 

Determine / / / / / / organization strategy 
-·-·· ···-·------

Gain formal approval 
Organization 

i 
Strategy ! 

Pekar 
De Man, Duysters, 

Porter Harbison 
Yoshino Ring and 

and Allio 
Van Der Van den 

Lynch and DeMan 
and Van de 

Alliance strategy Zee, and Oord, Rangan Ven (1994) 
Geurts Post 

(2001) Pekar Jr. (2004) 
(1995) (1994) 

(2000) (2004) 
(1998) 

Design optimal / alliance portfolio 
---·-·· ---· 

Management of / optimal alliance 

... .P?..r.:t.f.?.1.i-9_.... -····- ·I-·--

Determine strategic / / / drivers 

Determine value / migration 
--·--········--·----·-· 

Determine all iance / / / / / strategy 
-----

Determine individual / network position 
----·-·--·--···- ··········--·-·-- ................... _ ........................... ............. ·--·-··-······ 

Define breakthrough / / / / Value Added 

_!".~?.P_?.~i~-- ---- ··-----· .. ··· 
Assess impact on / stakeholders 

Create fall back ' / ' positions 
--- -·· 

Quick scan 
possibilities and 
preconditions 

·······························--·················--.... --··--·-·- ·······················-····-·-·--·-· --··-··········- ·········-·-·-···-···-.. ······-···-··· 

Gain formal approval / Alliance Strategy 

- I 0 -



Strategic Alliance Formation in China 

Pekar 
De Man, Duysters, 

Porter Harbison 
Yoshino Ring and 

and Allio 
Van Der Van den 

Lynch and DeMan 
and Van de 

Partner selection 
(1994) 

Zee, and Oord, (2001) Pekar Jr. (2004) 
Rangan Ven 

Geurts Post 
(1998) 

(1995) (1994) 
(2000) (2004) 

Perform a self- ../ analysis 
···········- ........................... ·-·-----·-····· 

Create long list of ../ ../ potential partners 
-···--··----·--····· 

Define optimal ../ ../ ../ ../ partner profile 

Create short list of ../ ../ ../ potential partners 
-·······-··-·---·--

Selection meeting 
short-listed partners 

Evaluate 
preconditions 

Candidate research ../ ../ ../ and due diligence 

Perform fit analysis ../ ../ ../ ../ ../ 
Analyse Risk & ../ ../ ../ ../ Rewards 

Select most suitable ../ partner 

Gain form approval 
partner selection 

Pekar 
De Man, Duysters, 

Porter Harbison 
Yoshino Ring and 

and Allio 
Van Der Van den 

Lynch and DeMan 
and Van de 

Negotiation Zee, and Oord, Rangan Ven (1994) 
Geurts Post 

(2001) Pekar Jr. (2004) 
(1995) (1994) 

(2000) (2004) 
(1998) 

Appoint negotiation ../ ../ ../ team and champions 
-----··-----·-······--··--· .. 
Assessing bargaining ../ ../ ../ power & prepare 
negotiations 

Determine chemistry ../ ../ 
·-··· 

Negotiate with ../ ~/ ../ ../ ../ partners to create .. 
win/win 

Detailed ../ ../ documentation & Due 

£.?.i!iQ~r:_~--

Formulate MOUP ../ ../ ../ 
Identify subjects left 
to negotiations 

- 11 -



Strategic Alliance Formation in China 

Operational 
planning & 
structuring 

Elaborate STROI 

Pekar 
and Allio 

(1994) 

De Man, 
Van Der 
Zee, and 
Geurts 
(2000) 

Duysters, 
Van den 

Oord, 
Post 

(2004) 

Porter 
Lynch 
(2001) 

Harbison 
and 

Pekar Jr. 
(1998) 

DeMan 
(2004) 

Yoshino 
and 

Rangan 
(1995) 

Ring and 
Van de 

Ven 
(1994) 

·-·-··-·-·· .. -·---·····-- ··········-·---+----·········--·--+-·-···········-·--·--·········-•··················································;···················································+·········-----·-··-·-·+-·-·--··---+-·-·····-·········-················+·················································• 

Define performance 
criteria 

Alliance 
implementation plan 

Joint Business Plan 

Examine 
achievement initial 
objectives 

·-~------·+---···-·······-·--+-···--··-------+------<-----·--------·>-·····-·········-··-·······-··---+-------·-•·-------< 

Create a legal 
agreement 

Implementation 

Invest required 
resources to form the 
alliance 

Pekar 
and Allio 

(1994) 

De Man, 
Van Der 
Zee, and 
Geurts 
(2000) 

Duysters, 
Van den 

Oord, 
Post 

(2004) 

Porter 
Lynch 
(2001) 

Harbison 
and 

Pekar Jr. 
(1998) 

DeMan 
(2004) 

Yoshino 
and 

Rangan 
(1995) 

Ring and 
Van de 

Ven 
(1994) 

--·------+-----+------;-----,··-------+--------+-----+------;----········ I 

Establish alliance 
governance 

.................. -··-·······---········-----1------t···-····--··································.---··-·-··---;·-·············-······----·•-----+-----·-·--·+------·-+-···-·······-·····--·-·--·--··········I 

Execute 
implementation plan 

Management & 
evaluation 

Ongoing alliance 
management 

Pekar 
and Allio 

(1994) 

De Man, 
Van Der 
Zee, and 
Geurts 
(2000) 

Duysters, 
Van den 

Oord, 
Post 

(2004) 

Porter 
Lynch 
(2001) 

Harbison 
and 

Pekar Jr. 
(1998) 

DeMan 
(2004) 

Yoshino 
and 

Rangan 
(1995) 

Ring and 
Van de 

Ven 
(1994) 

1---------<----·-····-·----+-------+---··----··-·-----;----------·-·---+-·----··-··-·-----···+·-·····································--+···--·······-······-·-·····-········-··-•-··--··--·-·-
Determine 
Opportunities and 
Risks of the alliance 

··-·-··-·······-·--···· ····························---··--·+··········--·············--··-·--·-+·--····-······--·---+----·--·-·····•-·-·--··--·--·-·-·+···-········-·--

Performance 
evaluation / / / / / 

-·-·····-- ········································---+--··----·---+------+-----+----·-···-·-·-··---·+···-····-···-··--·---;-----+------+----
Potential 
repositioning the 
alliance 

v v / v v 
--··-··-----+------+-----'-----<--···············-··---·-·-+-----+------+-----+------

Post mortem 
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Appendix 6: Checklists Alliance Process Model 

RACl-chart 

~ 
VP of Alliance BU Legal 

CEO Alliance Manage manage Depart ... ... . .. 
s r r ment 

Phase 1: 
Business A I R 
Strategy 

Phase 2: Alliance 
I A R I 

strategy 

-··--! 

Phase 3: Partner 
I A R I 

Selection 

Phase 4: 
Negotiation 

Phase 5: 
Operational 

I A R I c 
Planning & 

i Structuring ·-···------- ··--·-· 

Phase 6: Alliance 
I 
I 

implementation I ! 
--

I 
Phase 7: 

Management & ! 

Evaluation i I I 
! 

R: responsible; A: Accountable; C: Consulted; I: Informed 

Checklist I: RACI-Chart alliance process 

Organisation Strategy 

Internal growth Strategic alliance Mergers & Acquisitions 

Pros 

Cons 

Preferred option 

!---------------------------------------; 

Main reasons 

Checklist 2: Define Organisation Strategy 
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Results internal 
analysis 

Results external 
analysis 

Vision & Mission 

Shortcomings 

Surplus 

Relevant 
appendices 

Management Summary Phase 1 

Strengths Weaknesses 

Opportunities threats 

Competency Preferred Strategy 

Checklist 3: Management Summary Organisation Strategy 
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Type of Driver 

2 

3 

4 

Type of Driver 

2 

3 

4 

Type of Driver 

2 

3 

4 

Strategic Drivers 

Drivers for our organisation 

·----···· .. ·------·------------·-·······----··--··-----------

~--------------------------------! 

Preferred drivers for prospective partner 

································································--·--······-·------·-----------------·-····--··········-----······ 

1-------------···-····· .. ·-·--···---------------------< 

Not beneficial drivers for prospective partner 

F-------------------····------······-------·---·-------1 

Checklist 4: Strategic Drivers (adapted from Porter Lynch, 2001) 
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Value Migration 

~ Issue Result 

Who is the customer? ! 
Are decision makers and influencers changing? I 

·------·- ···-····----··--·-··--··---- ···-··----
What are the customer's economics and process flow? 

····························-·· 
Customers Which customer needs are major and require a more 

cost effective solution? Which needs emerging and 
~uire il_ e~r!PI.'!1_'!'!~~9l~!ic;>r:i?_ _ __ ··-- -····---····· 

Given the customer's economics and needs profile, 
--~P~!l..r.~!~-~ireriorities changing? ···-···----···-····-----· 
What do you think will be the customer's most 
important future needs? 
How many distinct new business designs have been ; 

introduced in your industry segment in the past five I 
years? 

j 

New business What is their customer and economic rationale? 
designs 

How do their economics compare to yours? 

How do their customer ratings compare to yours? 

Map the Value Migration that enabled you to gain your L eresent eosition. ····-·-·-··-· . ·-··-··-·--····-·--···-···--·-······-·· 
What is the total market value of your industry? What is ! 

your share of that value? Who is gaining share of value 
I Value movements most rapidly? --·--·-·--·· - --····-·--·---

What is the next shift in value migration you can either ! 

anticipate or lead? 
How will the rules of the game change in the new 
mioration? 

Checklist 5: Value Migration (adapted from Porter Lynch, 2001) 
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Define Value Added Proposition 

How does the alliance's offering make the 
customer: 

- Successful 
- Profitable 
- Competitive 
- Efficient 
- Effective 
- Productive 
- Satisfied. 

Has this VAP been validated by-targ·ei----···-···-·---- ·--------·------------------·--····-----··-----__, 
customers in the segment: 

- Does it create more 
o opportunities for growth 
o difficulty for competitors to: 

• enter the market 
• match our offering 

o opportunities to add more 
value 

f-=~~-------------····-·-···---······-·-·1------------------------1 
The Future: 
The future may not be an extension of the past. 
What shifts in the VAP might be expected in the 
next 3-5 years. How should the alliance prepare 
itself for this shift? 

Checklist 6: Value Added Proposition (adapted from Porter Lynch, 2001) 

Impact Stakeholders 

Stakeholder Impact Action 

··········-··-·-···-·-···-···----·····-·------i--------------i----------------j 

2 
1-----···----···--·····-·······-···--···- ..................... ····-----·--····--------·-·--·--------- ---·--··--·- ················--·····--····-·-

3 

4 

5 

6 
·---------------·-.. ·----······-·-·--·---·-------<--------------< 

7 
OOOOOOOOOOO•o••oo•OOOOHOOOHO---·····--·•HOHO _________ .. __ ·----------------·---------------+ 

8 
i-------······-·········-·····-·----·········-----~-------------·---- ------------+ 

9 
--···---------·-··-----··•-------------·-------------< 

10 

Checklist 7: Impact Stakeholders 
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Quick Scan Possibilities and Preconditions 

Preconditions 

Potential partners 

........................ ---·· ----------------------······-····-·······-···----·---·--···--······----------

Preferred structure 

Checklist 8: Quick Scan Possibilities and Preconditions 

Management Summary Phase 2 

Drivers own organisation Preferred Drivers prospective partner 

strategic drivers 

Alliance strategy 

Stakeholder Value Added Proposition 

ValueAdded i------------+---------------····--------------------~ 
Proposition 

Impact Other 
Stakeholders 

Stakeholder Impact 

·····················+·········································-·······---· ······-·-······--·---····· 

----·-----·········-·······-····---·-· •······-····-·····································-------··········-··-··-·-···-··---------·------

1 --------------;----------------·····----··· 

- '-----------------------·---

-------------;------··-··----··········-····-····-·---------------

Checklist 9: Management Summary Alliance Strategy 
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Long-List Potential Partners 

Potential partner Contact details 

······-···---------------··!--------·-·-····--····-·······---- ·········-···-·······-·-···--··-······-·-·----·--·--------

2 
·------------·-·---·· ·----···-·---

3 
>--------------··-·--····--- -----···-··-------------- -------------·····--- ·············-··-····-·-·····------

4 

------<-------------···---···········--··-···--·----------< 

5 
>-------------·-----··--·····---------------------< 

6 
------·--------·-·-------

7 
1---------·-·--·-------·-··-·· 

8 
------------- ···-··----·--------t-----------------

9 
·············-·-·········-·--·------------+---- ····················---·····----··-····-------------

10 

Checklist IO: Long-list Potential partners 

Criteria lmportanc 
e (%) 

Partner Selection Matrix 

Long listed partners/potential partners 

2 3 4 5 6 7 

·-·-···-·--·---· -------t------__,--······-·-··-·-···-··--······-!-·········-···········--····----;------_,._---+------i 

---·----- -----+-----+-------!--····-··············-···········-+----!------+-----! 

······-------·-----t----·-----·------··-----+----+------i 

···--···-·····-······-···-······-··l ···---······--·-i------+----i-··--------;·-·····-····-···--·············-··+···--·--···--·-+-------i 

·········-···-··---···--·· ·-······----···---t-----+-----l--------f--·········----·--+·-··············-·--+------i 

-----ti-----;-----+-----r-----+-----;--------+------i 

Checklist 11: Partner Selection Matrix 
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Short-Listed Partners 

Short-listed 
partners 

Rejected partners 

Organisation Name 

Organisation Name 

Checklist 12: Short-list potential partners 

Pros Cons 

Main Reasons for rejecting 

.. 
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Risk Analysis 

Risk Impact Likelihood Countermeasure 

2 

3 
--···----------·-·---;--- ·······························-··--·---,·------------··---·---··-·--· .. ·--·-·· 

4 

5 
···-·---- ········-··--···-·----·--+------;-------+-----··-·-·-····-··-·-·----·····-··-----------1 

6 

7 

8 
·······-··-····--- -----·--··-·····-----1---·--'·-------;---·······-··--·--···---····------···---------------·· 

9 
>-----···---········-

10 

Checklist 13: Risk Analysis 

Potential Risks Plotted 

Likelihood 

Low Medium High 

0 I 
Low i 

i - 0 -------------· (,) 2 ca 
a. i 
E 

Medium ! Q I - ! 
l 

High b 8 
Checklist 14: Potential Risks Plotted 
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Preconditions 

~ Preconditions Willing to Willing to 
comply with comply with 

their our - ... 
- precondition precondition 

Own organisation ... 
s s - . .. 

- . .. 

- . .. 
Prospective partner - . .. 

1 - ... 
- ... 

·-·--·-··-·····- ..................................................................... -............. 
- ... 

Prospective partner - ... 
2 - ... 

-
- ... 

Prospective partner - .. . 
3 - ... 

- .. . 
- .. . 

Prospective partner - ... 
4 - ... 

- . . . 

Checklist 15: Preconditions Prospective partners 
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Due Diligence 

~ Issue Result 

Financial & Tax issues 

Valuation 

Court fillings 

Critical Hard issues Board of directors 

Environmental & Facilities 

Agreement review 
--···--.. ·----·--· .. ·-·-

Technology & Info systems 

Relations with suppliers & Customers 

Industry utat1on 

Quality of top management 

Longevity of management 

Critical strategic decisions 

Response to adversity 
Critical Soft issues 

Core organisational values & Policies 

Code of conduct 

Internal teamwork 
·---·-·-.. · .. -····-······--·-··--·--·-··· 

Win/win culture 

Strategic alliance track record 

Cultural audit 

Checklist 16: Due Diligence (adapted from Porter Lynch, 2001) 
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Fit analysis 

Issue Result 

Share~~i=i~~ ---·--------·------1 
·-A-lig_n_m:_n.t_o_f_G __ r_o_wt_h_ O_b_le_ct_i_ve_s _________________ _j_ ____ ·-·-------

Customer Value 

Alignment and Matching of Mission : (clear, direct, realistic) 
--····-····-·---·---·-·----····-·-·-- ·······························- .......... ...... ······················--·-··· ··········-·······--.. ·- .................. ~------·-·-----------

Our missions are well matched 

>-Littie-possibility of becoming Direct Competitors 

Strategic Fit ·----------------------1-------
lf Currently a competitor, do we have sufficient firewalls or 

__ l1_E'!W 11_aji,i~ to be created J ························-··-·---------" 

Powerful Synergy (1+1>3) 
-----'--------------------·-· 

Partner will be competitive in 3-5 years 
1---------·--··-······-·-.. -... ·-···----·---------+------ ·----·-······--··-··

Threats and Opportunities are similar to both companies 
-·-····--·-········-----·--------------- ...... ;..---·---·-··-······------------

Planning contingencies and future scenarios keep us aligned 

.__G_e_o_g_ra_p_h_ic_c_o_v_e_ra_g_e __________ ____ _..._I ---------------< 
Distribution/transportation 

Distributed physical plant 

Sales force composition/qualifications 

lnsourcing/licensing agreements 

Market reputation/visibility 

Field technology 

R&D, production facilities 
Operational fit 1----------------------·----'·---·-----··················-··--··--·--··----·-··------l 

Headquarters operations 

Complexity of functions (especially infrastructure) 

Composition/skills of workforce/work groups 

Leadership 

Decision making approaches 

Technology platfonn 

Perfonnance measures/incentive schemes 

HR policies - procedures 

Chemistry Fit Compatible work ethics 
------·-------------·--··---+----- ····-·----------

Trust & Integrity , ________________________ _,_ ____________________ __, 
Long tenn commitment to the industry, community, 

company, and people .. ············-··-···- ············-·····--·- ;---····-----------

Stability of personnel 

Articulated and well understood corporate values 
···--··-·-·--·····-------' 
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--------------~----------------·····-·-····-·-·-·-···----~---·-----~~-------·--··---·--··-······--·--··-··-···-···············--·, 

Capacity for flexibility and innovation 

Persitence 

Predictable, consistent behavior in a crisis 
f----------------------_._ _________ _ 

Ability to communicate in a meaningful way 

Respect for cultural differences 

Checklist 17: Fit analysis (adapted from Porter Lynch, 2001) 

Questions Critical Risks 

Market Risk Will the market continue to provide opportunities for us to sustain our growth? 

Will a competitor develop a technology that will make ours obsolete? 

---------· -·--···---- --------------------

Competitive Technology Risk Are margins sufficient in the event of a price war? 

Are technologies supporting our value proposition approaching obsolescence in the 
near or immediate term which may eliminate or reduce the benefits we seek from the 
alliance? 

Cooperative Environment Risk What is the chance that someone or something (partner, government, subcontractors, 
transportation, etc.) will stop or slow down the venture? 

Are sufficient personnel available to carry out the venture? 

Management Risk 

Can proper resources be obtained on a timely and cost effective basis? 

Political Risk Are there governmental regulations, now or pending, that will interfere with success? 

Will the supply of materials, or products remain available? 

Resources Risk 

Will the partners have the financial, human, and intellectual resources? 

- -·-

Capital Risk Will inflation, exchange rates, or government policy change the investment's value? 

Is the partner strong enough to withstand competitive reassures? 

. --·---
Prospective Partner Risk 

Will they be stable and cooperative over the long haul? 

····-··-·~-···--···-·····-·--·····-·····- ·····-·······--

Will they maintain a strategic perspective? 

Checklist 18: Critical Risks Analysis (adapted from Porter Lynch, 2001) 
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Strategic Return on Investment 

Strategic Element Measurable Return Expected 
Resources invested 

(time, money, materials and people) 

Market Strength 

Organization 
Capability 

Innovative Capacity 

Competitive 
Advantage 

I ·······------·· 

Financial Gain I ----·--

Checklist 19: Strategic Return on Investments (adapted from Porter Lynch, 2001) 

Selection Most Suitable Partners 

~ Organisation Name Pros Cons 

- -.. . ... 
Most suitable - .. . - ... 

partners - ... - ... 
- -.. . .. . 

Organisation Name Main Reasons for rejecting 

- ... 
- ... 

Rejected partners - ... 
- ... 
- .. 
- ... 
- ... 
- ... 
- .. . 

... 

Checklist 20: Most Suitable Partner 
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Most suitable 
partners 

Candidate research 
& Due Diligence 

Fit analysis 

Main Risks 

Strategic Return 

Investment 

Rejected partners 

Management Summary Phase 3 

Organisation Name Pros Cons 

Risks Countermeasures 

·--------·---·--·-····-------·------;----------------

·····-·--····---··--··-·--------------------! ············---········----···--·------·---· 

·------·--------·-·-·--·---------------<---------·-··---

Our organisation Prospective partner 

Organisation Name Main Reasons for rejecting 

_________ ___. _____ , ···-··--····-········-------------.. ---------

·-.. ·------ -_I -----------------------! 

1-----------------------·----·-·---····-·-------------< 

Checklist 21: Management Summary Partner Selection 
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Essential Characteristics of Success 

Indicate with a "whether the different factors are present (potential success factor) in the alliance or not (potential fail factor) . Instruct the 

potential partner to make an analysis of the success and fail factors as well and discuss the results. When factors form potential fail 

factors for the alliance, indicate below how these should be eliminated. In other words , indicate how these potential fail factors are being 

transformed in success factors. 

FACTORS SUCCESS FAIL Countermeasure 

1. Critical driving forces 

Every company is defined by its relationship to itself, its customers , 
and its competition. Critical forces compel the company to act, react, or not 

act at all. An effective alliance is when the driving forces - strategic and 

operational - for both companies are complementary; 

2. Strategic Synergy 

Complementary strengths -- strategic synergy. The two allies should have 

more strength when combined than they would have independently. 

Mathematically stated: "1+1=3." Mutual advantage must exist; 

3. Great chemistry 

Your company must have the managerial ability to cooperate efficiently with 
another company, and they must have an equally cooperative spirit. 
Chemistry is the result of positive, team-oriented, trust-filled relationships 
between key sponsors; 

4. Win-win 

The operations, risks, and rewards must be fairly apportioned. Allies must be 
willing to address new risks, be committed to flexibility and creativity, and be 
ready to transform the alliance structure; 

5. Operational integration 

The style of operations and methods of management should be compatible. 
Companies with similar goals, rewards, methods of operations, and 
corporate cultures tend to make better partners; 

6. Growth opportunity 

The alliance by its very nature should create opportunities for positioning 
Southern and its allies in a leadership or growth condition to sell a new 
product or service, to secure access to technology or services - and one of 
the allies should be uniquely positioned with the "know-how" and reputation 
to take advantage of that opportunity. This typically will create an excellent 
reward/risk ratio . With an ally, the likelihood of success must be significantly 
higher. If the chance of success in achieving growth is only marginally 
higher, and the risk only slightly less, an alliance may not be worth the 
additional complexity it requires; 
7. Sharp focus 

Excellent clarity of purpose is one of the most frequently cited reasons for 
the success of an alliance. Ventures with specific, concrete objectives, 
timetables, lines of responsibility, and measurable results are best suited for 
potential success; 

8. Commitment and support 

Leadership is essential. Without top level support, middle managers devote 
energies to other priorities which they believe may lead to their promotion. 
There must be a corporate "area meeting of the minds" at the area 
GM/general distribution level to ensure the proper 
attitude filters to the lower managers. Middle management's support is vital, 
because "people support what they help create." Further, support must be 
backed up by the commitment of resources to qet the iob done; 

Checklist 22: Characteristics of Success (adapted from Duysters et al., 2004) 
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Content Memorandum of Understanding and Principles 

Covering at least these critical points (2-5 pages long) 

1. Purpose of the agreement 

Outline why the alliance is being formed and what is its perceived mission. Describe the Value Added 

Proposition. 

2. Spirit of the venture 

What is the commitment to the future both companies are seeking? What values and future vision will 

engender communications and trust? 

3. Key Objectives & Responsibilities 

Address what products, services, or other specific projects will be included and excluded from the 

venture. Identify target markets (i.e. regions, user groups, etc.) and any markets excluded that will 

remain the domain of the partners. If the venture has purchase and supply provisions, state who will 

purchase or supply specific products, services, or resources from or to the owners. Clarify and specify 

objectives and targets to be achieved by the alliance, when to expect achieving these objectives, any 

major obstacles anticipated, and the point at which the alliance will be terminated (if any) . Each 

participant should designate a Project Manager who will be responsible for their company's day-to

day involvement in the alliance. 

4. Method for Decision-Making 

Describe who is expected to have the authority to make what types of decisions in what 

circumstances, who reports to whom, etc. 

5. Resource Commitments 

What specific financial resources, such as cash, equity, stage payments, loan guarantees, etc. are 

needed for the achievement of the ultimate goals. Other "soft" resources may be in the form of 

licenses, knowledge, R&D, a sales force, contacts, production facilities, inventory, raw materials, 

engineering drawings, management staff, access to capital, the devotion of specific personnel for a 

certain percentage of their time, etc. 

6. Financial Philosophy 

"Soft" resources should be quantified with a financial figure so that a monetary value can be affixed 

and valued along with the cash commitments to this internal commitment. The manner of handling 

cost over-runs should be agreed upon. Pricing, costing and transfer pricing procedures should be 

mentioned if applicable. 

7. Assumption of Risks & Division of Rewards 

What are the expected rewards (new product, new market, cash flow, technology, etc.?) How will the 

profits be divided? 

8. Project Specific Issues 
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Who has the right to Products and Inventions? Who has the rights to distribute the products, services, 

technologies, etc.? Who gets licensing rights? If the Confidentiality and Non-Competition Agreements 

have not yet been drafted in final form at this point, they should be addressed in basic form here. How 

will agents and distributors be handled? 

9. Anticipated Structure 

This section should describe the intended structure (written contract, corporation , partnership, or 

equity investment.) 

10. Transformation 

Transformation: How do the partners foresee the future growth identified, evolution, or unwinding of 

the alliance? Any termination provisions should be identified 

11. Planning 

Describe the phases the collaboration will go through using the roles and responsibilities defined in 

point 3 and 4 as a basis. Describe the results and quantitative terms which should be realised at the 

end of each of these phases 

12. Binding Clause 

By singing the MOUP, the partners have agreed to conform to the points indicated in this document. 

13. Dispute settlement 

Describe how possible disputes are settled, the content of possible termination clauses, and 

determine who will be the intermediary. 

Checklist 23: Content Memorandum of Understanding and Principles (Adapted Porter Lynch, 2001) 

Subjects Left to Negotiation 

Subject Importance Responsible 

.................................. ____________ _, _____ ···----·---··· ···········----· ··--·-··-··--·-·····-··-·-···-····------·----j 

2 

3 
···················-·-····--·--------··----·-

4 
-··-·--

5 

6 

7 
..................................... -........ ----·· -----------.. ---··-··---·········-···- ·················-··········-····-·-······ 

8 

Checklist 24: Subjects left to Negotiation 
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General RACl-chart 

Task 1 

·······························-········· t------,~---+-----;--------··"·--············-·----+-----+----t----···I 

Task 2 

R: responsible; A: Accountable; C: Consulted; I: Informed 

Checklist 25: General RACI-Chart 

Performance Criteria 

Performance criteria Rating Rating Rating 
Organisation 1 Organisation 2 Organisation 3 

·-·---------------------·· -·-- ···········-·-·-·--·---···--· -----··-------t-----·---·-·--
2 

3 

4 
·---·--------------------·--·---·--·-j------+-------j 

5 
----~-------+-------··-----··-···-··-····--·-·· 

6 
--··--····-------··-····-·---------·----+-------~····-··---···--·--+-------! 

7 
···-···········-.... -----····-··-·-·-···-------····--·-·--·--···-·--·· .. ______ ...... -····--·--·-··--·-----<-------- +--------< 

8 
------+-------<-------··------··-······ 

9 
r---·----------------t-------t-------t-------1 

10 

Checklist 26: Performance Criteria Alliance 

- 31 -



Strategic Alliance Formation in China 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Resource Requirement 

Resource Requirement Provided by Data 

--··---·--···-··-·-·---·-----------+---- ----·-------+---------! 

---------------·--·-····-···-- .................. - .... -·-·--·-·-·· ··---------···-··-····-·--·----------+············----······---·-···- ·················-·-··········· 

1-------------------+--------------+--·-·-··--·--·---··-

1-----·-

1------------------1--------------t--

1----------·--·------·+--------------+----

Checklist 27: Resource Requirements (adapted from Porter Lynch, 2001) 

This Week 

2 

3 

4 

This Month 

2 

3 

4 

Next Month 

2 

3 

4 

2 

3 

4 

Later 

Action Issues 

Actions Start date Responsibility 

------·----·---··-·-·----···,···-···-·--·--·-··········+············-····-···-··-·············--------------··! 

!-------------··-·········-··-·······-

------------·-i·-·---·--+--------------------

····-·---····-·-··-·-··---------;-----··-··•-···-··----·-·-·-··-··-·------···-····-·-··-·--·-······-··-·----·--··-·····--·------+ 

···········--

•·------------.-----.---------·---------·--·-------< 

-----···---------;-----+---·-·--··-·--··-·······-

··-------····-----··---·--·-------+-----······-·-+----- -------------! 

Checklist 28: Action Issues (adapted from Porter Lynch, 2001) 
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Content Joint Business Plan 

1. Internal and External analysis 
1.1 . Customers (External analysis): The characteristics of the total market and the different 

market segments should be identified. Furthermore, it should be clear which capabilities are 
needed to fulfil the customer's demands in the different segments. 

1.1.1. Characteristics of the market 
1.1.2. Characteristics of the potential market segments 
1.1.3. Market size and growth potential per segment 
1.1.4. Needed competences per market segment 

1.2. Company & collaborators (Internal analysis) : To determine the available competences in the 
alliance, the current partners should be evaluated using a SWOT analysis and it should be 
clear what their specific contribution to the alliance will be. These available competences 
should be compared with the needed capabilities to determine the gap in competences. 

1.2.1. (Current) alliance partners and their contribution 
1.2.2. SWOT analysis of the alliance partners 
1.2.3. Available competences in the alliance compared to needed competences (Gap 

analysis) 
1.3. Risk analysis: All the potential risks of the alliance should be evaluated on the basis of their 

likelihood of appearance and their impact on the alliance. Furthermore, the potential 
countermeasures for these potential risks should be determined. 

1.3.1. Potential risk for the all iance 
1.3.2. Likelihood of these risks 
1.3.3. Impact on the alliance 
1.3.4. Potential countermeasures 

1.4. Conclusion: The attractiveness of the different market segments for the alliance should be 
described as well as the competence gap of the alliance. 

2. Alliance strategy 
2.1. Strategic objectives of the alliance: It should describe the overall objective instead of the 

individual objective of a participant. 
2.2. Value Added Proposition for the stakeholders: The issue here is how the alliance delivers 

more value to the stakeholders. 
2.3. Strategic Return on Investment per partner: The strategic return on investment should 

describe how each partner derives value from the network. The strategic return on 
investment not only focuses on financial gains, but also on market impact, competitive 
advantage, organisational effectiveness and innovative capacity. 

2.4. Marketing and communication strategy: A strategy should be developed for the marketing of 
the products as well as for the internal and external communication. 

3. Organisation and Management 
3.1. Alliance type: Alliances and networks come in a variety of forms. Therefore, a decision 

needs to be made about the form of the alliance and how the ownership is structured. 
3.1.1. Mode and ownership structure 

3.2. Alliance partners: The fit between the alliance partners should be determined. Here, not only 
the strategic fit is important, but also the cultural and operational fit. 

3.2.1. Strategic fit between alliance partners 
3.2.2. Cultural fit 
3.2.3. Operational fit 

3.3. Alliance governance: The governance of a alliance refers to the coordination of the network. 
The management and governance structure of the network should be described. 
Furthermore, to clarify the roles and responsibilities of each person for a specific task, 
responsibility charting should be used. 

3.3.1. Management and governance structure 
3.3.2. Responsibility charting (RACI chart) 

3.4. Realignment of alliance: The alliance of partners is likely to change in the future. Therefore, 
it should be clear how new partners can join the alliance, how partners can leave it, and 
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what happens when the total alliance is abandoned. 
3.4.1. Entrance of new participants 
3.4.2. Exit of partners 
3.4.3. Procedure for termination 

4. Alliance management and evaluation 
4.1. Financial objectives: The projections of the turnover, costs, profit, and investments of the 

alliance should be determined. 
4.2. Additional objectives: Some additional objectives might be defined for the alliance. 
4.3. KPl's for the alliance: Key Performance Indicators (KPI) are financial and non-financial 

metrics used to quantify objectives to reflect strategic performance of the alliance. The 
objectives of the alliance should be translated into these financial and non-financial metrics 
(KPl's). 

4.4. Performance monitoring and evaluation procedure: The procedure for the evaluation of the 
alliance should be determined in advance. 

5. Alliance implementation 
5.1. Implementation process: The process of the implementation of the network should be 

determined. It should be clear which activities should be carried out, which milestones can 
be determined, and how the organisation for implementation is structured. 

6. Marketing Plan 

7. Production Plan 

8. Personnel Plan 

9. Legal Aspects 

Checklist 29: Content Joint Business Plan 

Opportunities Alliance 

Opportunity Needed Action Responsible entity 

2 
······························-··------··---·--·--·-······-·····---- ···--·--.. ·······-·····-·-·-···-- ··- ·····-- ·--··-····---··--····-------

3 
-------·---···-··---··-·····--

4 

5 

6 

7 
-------------·-··---···--···-······ -------------·-----+------·---·-·······----·--······ 

8 

9 
············································-···-·-·------···--·-----

10 

Checklist 30: Opportunities Alliance 
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Appendix 7: Status Alliance Process Greenport Shanghai 

Business strategy 

External analysis 

Internal analysis 

-----·-----··--
Define vision and 
mission 

Identification of 
shortcomings 

Determine 
organization strategy 

Gain formal approval 

Current status alliance process Greenport Shanghai 

Status Remarks if needed 

. L ____ ··------------·-··-----···-·-··········--·······-
./ 
___ ...._ ____ ··-·-·········-···-·· .. ·--····-··- ············--·········-·---·--·-·······-----··-----··-------

./ The Chinese partner has clearly defined its shortcomings for agricultural development 
projects. 

;_.The three core partners seem to have performed the activities in-the business strategy · 
phase, as each has a clear organisation strategy which includes alliances for Agropark 
development projects. 

Organization -
Strategy 

Alliance strategy 

Design optimal I / 
all iance portfolio - V 

While it is unknown whether or not Alterra and SllC have designed an alliance portfolio 
and if this is truly needed in their situation, TransForum has a clearly defined alliance 
portfolio. 

···········-······-······-··---·-·---·-----------·---
Management of ./ 

l-'-~-~~-im_o_~0-1a_1_1ia_n_ce---+----'----·.l-~--~~--~------------~-----------1 
Determine strategic " It is questionable whether or not the core partners have defined the strategic drivers. 
drivers .,.,,, Even if these drivers are defined, they are not clearly communicated in the forthcoming 

-··--·-----------•------~-~p_ha_s_e_s_o_f_t_he_a_lli_a_nce_~pr_o_ce_ss_. ___________________ _ 

Determine value 
migration 

Determine alliance 
strategy 

Determine individual 
network position 

......................

•... ····'! Based on the economic growtdh in China, the value migration is assumed by the partners 
rather than determined base on an analysis. 

Aitiiou9fi a sfrate9y tor.Greenport shan9tiaTi5-cfeieITTiinecfiri -iile M"ana9emeili & 
Evaluation phase, it seems the partners have failed to individually define this strategy 
first. ------·•--·--------------··-·-··--···----·····--·-····-·-·-·········-·-- ........ ---··-···-·-··----------< 

Although the Value Added Proposition has been defined in the Negotiation phase, It 
seems the organisations did not have identified this individually before. 

Define breakthrough 
Value Added 
Proposition 
,_~~-------+----·--··--····-+--·-------------------·---------

Assess impact on 
stakeholders -

········-·----······················--·--------..;----

Create fall back 
positions 

The Chinese partner seems to have created a clear fall back position by developing 
three rather similar plans for Greenport Shanghai. 

----------· ·----·-··-·-- ···········~···---··-··-·-····--·-·-------·-- --------···---···-·········- ................................. -·········-- ···········-·-·······--·-·-··--··--····· 
Quick scan 
possibilities and -_f.l!~c;on_ditior:i~.---- ·----------------------------------------1 
Gain formal approval 
Alliance Strategy 

Partner selection 

-
! The core partners do not seem to have performed a self analysis as uncertainty about 

Perform a self- ,)( ! the (legal) possibilities of the Dutch partners' organisation existed in the Management 
analysis · 
mm -••••••• omm-•--•••••• ----·-·--J~-~~'.".?!~.?~!Q.1:1 .. f!b?~~ : •• •·-·----------• ·•-·----- ••••••••••••••••••••••••••••••••••-••••• 

·-~-~~_:_~-~-~0-1 ~-~-rt-li~-~-~s_f_~-----~-------L _________ -------------·---·-··-··--------~ 
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Define optimal 
partner profile 

Create short list of 
potential partners 

······················--····--·····-·-·-······-······---··-·--··>···-·····----··-··-------·• ·····---·····- · -·············································································-·····················--··----···················--·---·····-··----·-··-··········-···················-·-····································································· ········ ·-~ 

Selection meeting 
short-listed partners -

······················-·-··-·-··--······---···-··-·-···---· +···-··-------·------·························································-··--·----·········-····----·--···----··---------·-····-·-··---·························································-·····--····--·~ 

Evaluate 
preconditions -/x The organisations have exchanged some of the preconditions but did not evaluate the 

willingness and the ability of the partner to comply with these preconditions. 
·--··-------------·----t·-----------···-·-·+·--·--·----·································································---··-········-·····-··---···-···-·····-·······-·--··-·--··----···-----·--··-···--·-----·-·-······-··········-······························----····-·-···i 

Candidate research 
and due diligence x As uncertainty about the partner and its objectives still existed in the Management and 

Evaluation phase, it seems the organisations did not have executed this activity. 
,_ .... , .......... ,_, ____ ................... ,_,, __ , ................ - +-------·-.... - ... ; ...... ___ ..................... - ..................................... ________________________________________ _ 

Perform fit analysis 

·---------···----- -

Analyse Risk & 
Rewards 

Only the level of Trust and Commitment, which is part of the cultural fit, seems to have 
received significant attention. 

Neither the risks nor the rewards seems to be analysed as uncertainty about these 
issues still existed in Management and Evaluation phase 

-----·--·-·- ·---------+·---·····················································--··-··----·--·····-·---------------·----·-·····---···--·--···· .................................. - ... ·-·-··-··-····· 

Select most suitable 
partner 

Gain form approval 
partner selection 

Negotiation 

Appoint negotiation 
team and champions 

Assessing bargaining 
power & prepare 
neciotiations 

Determine chemistry 

-

-
While it is unknown if and how the Chinese partner did prepare the negotiations, it 
seems the Dutch partners did not perform this activity properly. 

- Negoiia_t_e wi"""th-------+-------·---'·-T'"'h_e_p- artnershavepartiy .. pertormed this -most important activityoTthe negotia .. tion phase 

--~i~~-~;:_t_°-~~ea~--- X I ./ ::a~:~~1~:!.;:~~!if.;1ir~~~~~~~~e~~~~~:?~~~~;~!~:~~r~r~t;.i~~~;~~e~n7.t;~~~~~~~~~~~'. 
Detailed 
documentation & Due 
Diligence 

--~-~;~-:a~~-:~-~;-- --7--··1· Tu~~a~l~~=~~fnt~~ba~~i~~!af~~-~~! ~=::1~~~:n~ :f t~:tt~~~~:~~~t~~:=~~r~1~~~~;~1= 
____________________ _ __L mome_~! . ~C?~9\:IP!~9J~_~ig~~Sl for th~~rth~i:_~evelopment o~ Greenp~~§~~~g~~i : 

Identify subjects left 
to negotiations 

Operational 
planning & 
structuring 
Internal & External 
analysis of the 
alliance I elaborate 

-
The organisations have not performed an internal and external analysis as uncertainty 
about the market, competitors, risks and the proposed alliance still existed in the 
Management and Evaluation phase. 

_'!_~!:_ ______________ .......... - ---·-·--··-···-'···-··-·-·······--·-·······························-· "··----------··-···--·--······-···-···-···"···-· 
0 

. t' d ! The organisations have not determined how the alliance should be organised and 
rganisa tont an X I managed as uncertainty about lines of authority, roles & responsibilities, and reporting 

-~~~g=~=~--- ______ _______ _ _______ .......... L~t.r..l.IC: .. ~U.E~~(i!~i~!~~ ~U.Ei~g _(ll~C!-~S'.(i!qp_~@!!~---- _____ _ _ _______ --····· .. 

I 
/ ! Only for the development of the Master plan , the needed investments and some broadly 

Elaborate STROI X V ! defined returns are identified. These are included in the legal agreement which is 
___________________ .. _ .. __________ ..J~P.PE~~e~~Y!~_(i!__C:9.E~PC!i.:!~~~:- _______________ _ 

~~:_'~t_a ~erf~_rm_a_n_ce_-+ ___ x ________ L_ __ 
Alliance 
implementation plan 
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-·--------~-------····-··-.--·-······--···--- ·········-···---···-----·-·······-·-·-·----·----------·-------·········-···-·-----. 

Joint Business Plan v I No business plan is developed by the core partners which translates their ideas into a 

------------··-________ .,.,,___ j --~~u~~~~si~=~~: __ __ ........... _____ ______ __ ____ __ -···----······-- ································-······-··· 
Examine I 
achievement initial - ! -

--~-ective_~-------+-------- j-Aittiougii- ttie-partnershave-executed this activity, it is performed in a different phase 

I than indicated in the model. The legal agreement was approved by both the Dutch and 
Create a legal 
agreement 

Implementation 

I the Chinese partner during the alliance operation. This agreement only dealt the 
development of the Master plan , leaving issues related to the further development and 
manaqement of Greenport Shanqhai open to neqotiations. 

Invest required / I The organisations have made the needed investments to start up the alliance by 
resources to form the V I providing the money, personnel, information, etc. In addition, many experts were 
alliance I attracted by the core partners. 
·······-····-···-··--·--------1------- ----·1r1 the - managemenCailci -Evaluation phase, hardly any controf or empowerment 

Establish alliance v 
A, mechanism was used to manage the alliance. It is therefore assumed that no alliance 

,_g_o_ve_r_n_a_n_ce ____ -+------·-····-·· governance was established in the implementation phase. 

Execute 
implementation plan 

Management & 
evaluation 

i As no alliance implementation plan was developed in the previous phase, this could not 
I be executed in this phase. 

Ongoing alliance .)( I / ! _ 
management V j 

--··----·--·····. ·········-·----····--····· ······························-··-···-·-- ················-··-·-·······---·······-········--·--·····--···-·······--·---··----·--·-·--···· ·······················--·····-·-·---· 

Determine / J 

Opportunities and V l 
During the alliance operations, the partners have already identified a number of 
opportunities, like the development of another Agropark in China. 

Risks of the alliance 1 ---·-v"---·-----1.· ··········-···-··--··-·········- ······················-····-····--··--·------------------------·· ······---·-·-
Performance Significant attention seems to be given to monitoring and evaluating the performance of 
evaluation I the alliance. 

·---------+-------,_------------------------------·----~ I Potential 
repositioning the 
alliance - I Up to this moment, the evaluation and the opportunities & risks have not resulted into 

1 major changes in the alliance. 
l-----------+-------+-----------·-------·-------------------------1 

Post mortem -
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