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1.0 INTRODUCTION
1.1 BACK GROUND OF THE STUDY
Strategic Alliances is defined as a formal relationship formed between two or more parties in order to pursue a set of agreed goals or to meet a critical business need while they remain independent firms.

It can take many forms in terms of exclusive supply arrangements, joint research and development, purchasing or marketing among many others Kolasky (1997).

According to Dutta Weiss (1997), technology innovativeness is defined as "the extend to which a firm creates technologies which are technologically significant." The innovative performance of a company and its innovative output are what determine the innovativeness of a firm. The innovativeness of a product can be looked at in terms of its newness to the market or newness to the firm (Katobe &Swan 1995).

Innovation is about creating and implementing effective ideas that achieve either a firm or market needs (Soderlund 2006). The faster the innovation the better as the world is very dynamic and the turbulence levels are high.
Strategic alliances have become increasing popular over the years. Many companies now have more that one strategic partner an example being IBM who has over 10,000 alliances Kolasky, Jr. (1997).The study on Strategic Alliances in Technological Innovations is important as an important source contributing to the innovative capabilities of companies. It brings about potential action for sharing the risk related to product development as well as expansion of the knowledge base by various companies thus giving them a better strategic edge in the industry.
There are many factors that have contributed to the greater need for cooperation;
Globalization;
Organizations are no longer competing

locally for market share but are now looking at global expansion. To compete globally firms require a much larger scope of operations. Local firms usually have the advantage as they understand their market better   and at times even governments can be an obstacle to global expansion as a result many organizations form alliances to help them over come these obstacles.

Increasing economies of scale and scope;
According to Kolasky, Jr. (1997) the scale and scope of the optimal-sized firm is expanding dramatically due to technological change. Strategic alliances enable firms to compete on a larger scale through networking of firms. It also enables them to specialize in their core competencies as they can form strategic alliances with firms on whom they shall depend on for their important functions.

Jack Welch, CEO of GE says that "If you think you can go it alone in today's global economy, you are highly mistaken" (Bryce J. 2002). Welch is telling us that strategic alliances have become a necessary tool in business to ensure success. 

The market is changing very fast as a result many organizations have started research and development facilities to enable them develop products that will meet the needs of their customers. Alliances enable organizations adapt to the rapid changing markets faster and is fairly cheaper as any costs incurred are shared among the alliance partners.
1.2 PURPOSE
The purpose of this study is to discuss strategic alliances in technological

innovations. 

1.3 SCOPE OF THE STUDY
This study tries to explain how strategic alliances affect technological innovations using various organizations all over the world. There are different types of alliances that exist like mergers, acquisitions, joint ventures. This paper will look at each highlighting their benefits and disadvantages. The paper will also look at the roles that strategic alliances play and why they are important in technological development.
The different theories like the game and behavioral theory will be looked at and how they explain factors that can bring about problems in strategic alliances.
2.0 TYPES OF STRATEGIC ALLIANCES
Strategic alliances can either be intra- industry or inter industry. Intra-industry means forming alliances with other firms in the same industry while inter-industry involves alliances with firms from other industries.
The alliances can be between non competitors or competitors. Non-competitors will form an alliance in order to share specific expertise and capabilities, while competitors will work together to gain critical mass in order to take advantage of the economy of scale (Jarillo, 1988).
2.1 JOINT VENTURES
In a joint venture 2 or more firms work together sharing their resources and expertise in order to attain a specific goal. They share the risks and the rewards. Joint ventures are usually done when firms want to expand, enter new markets (especially over seas) or develop new products. Joint ventures

are usually done between local and foreign firms as this gives the foreign company presence in another country while the two can complement their skill sets ("Joint Ventures," n.d).
An example of a joint venture is the one formed between Sony a Japanese consumer electronics company and Ericsson a Swedish telecommunications company. They formed a merger to make mobile phones as they wanted to combine Sony's electronics expertise with Ericsson's technological leadership in the communication sector ("Sony Ericsson," n.d)
There are many advantages to forming a joint venture. It brings about access to new markets and increased distribution network capacity. Members of the venture are able to get increased resources together including specialized staff and technology. It is however recommended that the objectives of the venture must be understood if it is to succeed.
.
If the objective of the venture is not communicated to everyone involved problems are likely to occur. Imbalance in the level of expertise brings about mistrust by the partners causing many problems in the venture. If investments differ between partners it can create problems because one partner is likely to feel like they are putting in more to the venture and thus deserves more. Lack of proper leadership and support in the early stages can also cause problems they should therefore be ironed out before the venture takes off to minimize problems in the long run ("Joint venture," n.d). 

2.2 COLLABORATION
Units

work together to achieve outcomes for shared stakeholders, quicker and more cost effectively instead of working alone. It does not affect how the firms carry out their day to day activities.   There is no legal entity in this type of arrangement. It is usually for a specific time period and many firms like British Aerospace have collaborations with their suppliers (Garrison, 2006).

Apple computer company also formed collaborations with Apple Charter school to help them develop instructional applications during there school breaks. Apple also provided technical support and training of the staff in addition to financial aid and computer applications. While the school benefited with the technology in terms of computers and the applications developed Apple received the instructional applications developed from a user perspective thus they had a better product to sell ("Open charter school," n.d).

It is ideal for units that don't have the sole control of resources required to succeed or when they want to share the risk. Having collaborations is a more effective way to solve various problems face by firms today efficiently and effectively. Factors that can hinder collaboration s are, time because people have different priorities making it hard to have face to face meetings. Cultural barriers are also a factor because in some cultures it is very hard for people in different ranks to work together ("collaborations,"n.d).
2.3 MERGERS AND ACQUISITIONS. (M&A)
Firms

will use mergers as a tool to help them increase their profits and expand their operations. Mergers usually involve corporate strategy; corporate finance and management dealing that is usually beneficial to both parties. Mergers are a result of a combination of 2 or more companies. They usually involve stock swap where the two companies share the risk as they become shareholders or cash payments. 
Acquisition on the other hand occurs when one firm buys the majority shares of another company in the open market. An example is the acquiring of Macromedia by Adobe in a stock swap that took place in 2005 for a price of 3.4 billion ("Adobe systems," n.d).

A merger between British petroleum and American Oil Company is an example of a merger that was formed to help in market penetration by the two firms. It hadbeen agreed that all Amoco station services in Britain be converted to BP and vise versa but they were all later changed to BP ( "Amoco," n.d).
There are many types of mergers that can be formed. Horizontal mergers occur when firms who produce similar products and are in the same industry merge. Vertical mergers occurs when firms who are working in different stages in the production of the same good combine. Conglomerate merger is a result of a combination between firms in different industries ("Mergers," n.d).
Types of acquisitions ("Merger," n.d)
It can take the form in terms of the purchase of the stock or other equity interests of the target firm, or

the acquisition of all or a substantial amount of its assets. A purchase acquisition is where the buyer buys shares of the target firm from its shareholders .The buyer then takes on the firm with all its assets and liabilities.

Asset purchase occur when   the buyer buys the assets of the target company thus the target company will use profits made to pay back shareholders by dividends or through liquidation. Asset purchase if good for the buyer because one only buys the assets that t it wants leaving the liabilities.

The acquiring firms are able to have increased revenue as it is assumed that they acquire competitors the way Adobe did with Macromedia. This leads to increased market share and gives the acquiring firm the ability to set marker prices.
Using vertical integration a firm is able to acquire part of a supply chain and thus benefit from the resources. Scarce resources can be combined and synergy which results from better use of complimentary resources.
2.4 R&D CONSORTIA.
In this type of alliance a group of firms join forces to undertake a large scale activity. In Japan we have the keiretsu (societies of business) where component suppliers, distributors and final product producers are all interwoven through shareholding or trading agreements.
The main disadvantage of this alliance is that it reduces competition and it is possible that a partner may not gain technologically from the consortia. It is however advantageous because it helps reduce costs

and brings about technology and innovation as there is shared knowledge between the shareholders.
3.0 STRATEGIC ROLES OF STRATEGIC ALLIANCES
Firms make strategic alliances for different reasons be it research, production, market distribution or management. Firms will usually form alliances with companies who are offering something they lack. It should however be noted that when firms decide to form alliances they should have clear set objectives to ensure that both parties benefit fully from the alliance. The following are some of the benefits according to Rigsbee (n.d);
3.1 TECHNOLOGICAL SOPHISTICATION
According to Rigsbee firms will form alliances to exchange technology in order to complement their core strengths and to compensate for their weaknesses. These alliances can also be done to improve their products to enable them serve their customers better. Companies like IBM and Apple have formed alliances to develop new computer operating system that allows both hardware formats to communicate ("IAM alliance," n.d). 
3.2 TRAINING
When producing a new product costs savings are passed along as experience. Better sales and technical training for employees is an important benefit in partnering with suppliers. Guggenheim Dental, a dental supply distributor is offering training to its customers this helps build the seller/buyer relationship (Rigsbee, n.d).
3.3 MARKET ENTRY.
Countries like China are very particular of which countries they trade with. China selects

some key players giving them privileged market access while excluding others thus according to Rigsbee strategic alliance can ease entry into a foreign market. The local firm can gather knowledge about the market, customer preferences, distribution networks, and suppliers. Foreign firms form alliances with local firms to help them penetrate the foreign market. A strategic alliance between British Airways and American Airlines was created in 1993 and designed to give the two airlines increased access to North American and European markets, respectively. This enabled them to acquire a larger market share as they would have had they gone at it on their own (Kolasky & Pickering, 1997).
3.4 SHARING RISKS AND EXPENSES.
Firms are able to share risk. For example, in the early 1990s, film manufacturers Kodak and Fuji joined with camera manufacturers Nikon, Canon, and Minolta to create cameras and film for an "Advanced Photo System" (Greenspun, 1997). They were able to form an alliance that was terminated after they had met the objective that was to develop a film and camera. By developing a common product for the market, they shared expenses and they minimized the risks that would have been involved if two or more of them had developed new, but non-compatible, formats. They avoided the potential for the kinds of losses suffered by the Sony Corp. when its Betamax format for videocassette recorders was rejected by the public in favor of the VHS format due to its incompatibility

with other formats.
3.5   SYNERGISTIC EFFECTS OF SHARED KNOWLEDGE AND EXPERTISE.
A strategic alliance can help a firm gain knowledge and expertise. When partners are able to contribute skills, brands, market knowledge, and assets, there is a synergistic effect and a product that is more valuable is made. For example, in the early 1990s, Motorola initiated an alliance among various partners, including Raytheon, Lockheed Martin, China Great Wall, and Nippon Iridium, to develop and build a global satellite-based communications network. This new network, called Iridium, allowed the partners to develop and implement a worldwide, space-based communications network (Naim, 2000).
3.6   GAINING COMPETITIVE ADVANTAGE.
A firm is able to gain competitive advantage through making strategic alliances and brand awareness through the partner's channels. For example Wong (n.d) talks about the joint venture, PepsiCo formed with the Thomas J. Lipton Co. to market ready to-drink teas throughout the United States. Lipton contributed brand recognition in teas and manufacturing expertise while PepsiCo, as the world's second-largest soft-drink manufacturer, shared its extensive distribution network. 
3.7   REDUCE POLITICAL RISKS WHEN ENTERING NEW MARKETS.
Many countries have tried to protect their internal market for a long time by making it hard for foreign countries to set up businesses there.
Maytag Corporation is a leading producer of home and commercial appliances. It sells it

products throughout North America and has formed a joint venture in China, Rongshida-Maytag that produces washing machines and refrigerators primarily for the Chinese market. Maytag had to stay on the good side of the law and this has helped maintain the joint venture. Through strategic alliances firms are able to access their partner's distribution channels and international market presence ("Maytag's centre in China," n.d.
4.0 DRAW BACKS OF STRATEGIC ALLIANCES 
Although strategic alliances are very beneficial to an organization there are very serious disadvantages. According to George Kozmetsky, cofounder of Teledyne," the cost of failed alliance far exceeds the capital invested; the negative impact can be felt in jobs lost, technology unwittingly transferred and competitive advantages yielded" the effects of a failed alliance can therefore be very devastating and can lead to loss of market share, products, intellectual property   and even the entire company. Once an alliance is made there is a partner's exposure to the possibility of opportunistic behavior by the other partner. Reasons for failure (Beavers, 2001)
4.1 COMPETING INTEREST.
If the alliance business is viewed internally by one partner as competing with it or it feels it is not in the best interest of that partners business. For example the alliance between IBM, Apple and Motorola to create a new personal computer chip to compete with Intel and Micro-soft. Most of the IBM computers were already embedded

with Intel chips this lead to the management of IBM's PC division withdrawing from the alliance as they were already using Intel products (Murray, 2000).
This sort of failure can be avoided by having legal consideration in the contract that protects alliance property and that opportunity should not prevent alliance partners from eventually developing competing interests. They can also ensure that property purchased or developed during the alliance can only be used for alliance purposes (Beavers, 2001).
4.2 DEDICATION OF RESOURCES.
According to Beavers when key resources are used separately by an alliance and by an alliance partner failure can occur. One partner seems to be focusing the resources of the alliance for their own benefit and not for the benefit of the alliance as a whole. For example Pendesic was in a joined venture with Intel and SAP; its sales were managed by Intel and SAP. Intel and SAP were more focused on the sales of their products instead of the joint venture products thus it failed (Beavers, 2001).

4.3 ATTENDING TO GOVERNANCE
When the alliance partners fail to agree on one form of governance they are likely to fail. Unilateral control instead of mutual benefits is usually the result of failed alliances. Both partners should receive sufficient value from the alliance. They should have a board of management representatives instead of CEOs of the alliance partners who have the time to focus on the alliance. An example of a joint venture that

failed due to poor governance was that of IBM and 17 banks. Each partner had a representative on the governing board who tried to manage the venture resulting to on one person who would take responsibility for any action directed by the governing board (Beavers, 2001).

          
5.0 STRATEGIC ALLIANCE PROCESS IN TECHNOLOGIVAL INNOVATIONS 
According to the BCG analysis exhibit 1.1 (www.strategic-alliances.org)
Align the alliance strategy I. Carry out a needs assessment.
II. Define the alliance strategy.
III. Determine the optimal deal structure.
Conduct a partner search I. Screen on the basis of financial and strategic fit.
II. Select on the basis of alliance experience and cultural fit.
Negotiate deal I. Enter with a strategic plan in place.
II. Define governance and an exit strategy.
III. Close the deal or stop negotiations.
Manage alliance I. Designs the alliance organization
II. Monitor on the basis of business criteria.
Evaluate performance I. Identify gaps between goals and results.
II. Continue re-launch or exit
III. Learn from the experience.
Adopt portfolio approach. I. Establish an alliance office.
II. Define alliance segments.
III. Continuously reshape the portfolio.

Based on Cools & Roos (2005) the strategic process takes place in the following stages;
5.1 STRATEGY DEVELOPMENT
This involves studying the alliances feasibility and rationale. The alliance objectives should be clearly stated and it should be in line with the overall

corporate strategy of the firm. A firm should have a clear exit strategy in place as competitive circumstances could shift making the alliance non beneficial.

5.2 PARTNER ASSESSMENT
Partner assessment involves analyzing the potentials partner's strengths and weaknesses. A strategy to accommodate the potential partner's management style should be done. The two parties should be sure that the motives for forming the alliance are clear and any resource gap that exits between the partners should be addressed.

5.3 CONTRACT NEGOTIATION
When a strategic partner has been identified they need to discuss key aspects of the alliance during the negotiation process. Each partner's contribution should be clearly defined. There should be protection of any proprietary formation, addressing termination clauses, penalties and penalties for poor performance. It should be explicit in the contract the criteria of performance evaluation as well as a process that will be used to resolve problems among the partners. Partners should have the option of withdrawal and a break up fee should be paid should a partner decide to withdraw within a certain time frame. The break-up fee is a form of liquidated damages to the other alliance partner. For example had Volkswagen negotiated for a window to withdraw, a put/call option or a break up fee as part of its legal arrangement with Ford, Ford's withdrawal may not have been as costly.
5.4 MANAGEMENT AND EVALUATION OF THE ALLIANCE
This involves

addressing senior management's commitment. There is linking of budgets and resources with strategic priorities. Measuring and rewarding of alliance performance is also done. Assessing the results of the alliance should also be done. 
Analysis of any gaps between the set goals and the achieved results should be taken. The firms can decide to continue with the alliance after an evaluation if their objectives were met or terminate it.

5.5 ALLIANCE TERMINATION
It involves winding down the alliance. This will take place when either the objective has been met or if it cannot be met. Should a partner adjust priorities or decide to re-allocate resources termination of the alliance can also take place.

5.6 ALLIANCE PORTFOLIO
Since most companies have various alliances at the same time it is advisable to have a process in place to manage all the portfolios of alliances. This portfolio will help them weed out value destroyers and nurture the successful partnerships. A dedicated alliance office can be done for example Royal Philips Electronics has a matrix to divide its alliances into 4 groups   on the basis on the amount of synergy between the partners and the potential long term benefit of the alliance.
6.0 THEORIES TO ANALYSE STRATEGIC ALLIANCES.
Theories have been developed to explain various factors behind the failure or success of alliances. In this paper I shall look at the game theory, strategic behavioral and the transactional cost economies.
6.1 GAME

THEORY
It is argued by some scholars that the situations concerning strategic alliances are similar to that of the "prisoner's dilemma" in the game theory. It is said that partners will have an intention to cheat or exploit their partners if the payoff from non-cooperation is higher than that of cooperation (Osborne & Rubinstein,1994).
Cooperation means that a player is willing to share resources with the partner while non-cooperation means that one partner pursues his own goals at the expense of the other. Payoffs are the revenue that is achieved like negotiation costs, economy of scale, and technological innovation from the alliance. This can be seen as it was in the case of Pendesic who joined an alliance with SAP and Intel because the sales of Pendesic were managed by Intel and SAP they put more resources in selling their products. Intel and SAP were pursuing their own goals at the expense of Pendesic (Beavers, 2001).

6.2 STRATEGIC BEHAVIORAL THEORY
This theory states that firms are able to gain advantageous strategic competitive positions through alliances against their competitors (Porter, 1980; 1985). If the partners fail to plan well and set unrealistic goals the alliance is likely to become unstable. Sun and IBM are examples of firms who have formed an alliance to form a java operating system to keep Microsoft at bay. Through working together they are able to share their knowledge and have a bigger market share giving them a greater competitive advantage.


6.3 TRANSACTIONAL COST ECONOMIES (WILLIAMSON, 1985)
It emphasizes on the negative effect of opportunistic on inter-organizational relationships. If a transaction is a recurring or lengthy, re-negotiation may be necessary as a continual power struggle takes place concerning the gains from trade, this increasing the transactions costs. There are also situations where firms form an alliance for a specific project which upon completion it becomes a sunk costs and the one who has benefited might want to renegotiate the terms leading to one partner making a loss. In this kind of situation, the most efficient way to overcome the continual conflict of interest between the two agents (or coalitions of agents) may be the removal of one of them from the equation by takeover or merger.

Car companies and their suppliers are usually affected by this cost because the supplier will bid to make a car or product for them. If a supplier and a car company decide to form an alliance to build a state of the art car which requires specialized machinery once the project is complete the supplier will be left with machinery that they don't need. To avoid this problem firms usually share costs and benefits of the venture. ("Transaction cost,"n.d).

7.0 ANALYSIS AND CONCLUSION
7.1 ANALYSIS 
This paper has explained the various strategic alliances that exist giving some examples. It has also looked at the advantaged and disadvantages that can result from forming an alliance. I have

also tried to look at the various theories and how they can be applied to strategic alliances. From the research one can see that strategic alliances are very important as without them it would be extremely difficult for many organizations to compete effectively considering that the turbulence levels are very high. Any alliance that is not managed well can lead to failure and from the paper one can see that there are many reasons that lead to failed strategies. They must be evaluated continuously to ensure that they meet the set out objective and that both parties are benefiting from it for there to be maximum benefits of the alliance.
7.2 CONCLUSION
From this study one can see that strategic alliances have a lot of benefits for organizations who are willing to work together and continuously measure the alliance. It is a tremendous opportunity for progressive not profit organizations. Unless firms are willing to work together and trust each other having the objective of the alliance in mind it is very likely that it will not last. 

It can be noted that most innovative firms want to protect their important knowledge assets and thus focus on partnering agreements where there is lower probability knowledge transfer. This is done to help avoid the risk of opportunistic behavior by partners as well as reduce the loss of important knowledge assets. This study has helped show the advantages and risks of the alliances trying to ensure that both sides of the coin are

known and noted. The benefits of strategic alliances surpass the risks if proper controls are taken to ensure both partners benefit from the merger and that the objective of the alliance takes first place in decision making.
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