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ARCHITECTURAL, ENNERING AND CONSTRORT
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Discovering Strategic Alliance
opportunities

In 2010, the U.S. Government's General
Services Administration (GSA) posted a
Request for Proposals for incredibly complex
and highly diverse Building Information
Modeling (BIM) services. The RFP
documentation called for five teams to share a
potential of $30 million in Indefinite
Determination/Indefinite Quantity (IDIQ)

contracts.

During challenging economic periods,
contracts of this nature can be highly coveted,
providing a dependable source of billings over
an extended period of time. The government
generally pays its bills in a timely manner in
good times and hard, although projects can
stall when congressional appropriations freeze.
In addition, this type of work can provide the
opportunity to build relationships and
connections with relevant officials, as well as
learn about other design and contracting
opportunities.'

Commercial architecture, construction and
development firm The Beck Group didn't
have to look far or strain resources to build
the team to respond to the BIM RFP in part
because of its participation in a highly
successful strategic alliance, The Global
Design Alliance (GDA). With just a few
phone calls and emails, the contractor called
on fellow GDA members CADFORCE,
Langan Engineering and Environmental
Services and Simpson Gumpertz & Heger
Inc. for specialist resources.
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“We, four of us, were part of the BIM team,
we added a few components not available
within the GDA group, and we were
successful in winning one of five GSA
contracts,” Kip Daniel, a managing director
and principal at Beck, said in an interview.’

Beck didn't need to qualify or conduct risk
analysis on the project partners, nor did its
GDA colleagues have any worries about
Beck's ability to deliver on its end of the
bargain. The strategic alliance partners knew
each other through social activities, meetings,
and regular communication and truly
understood each others' capacities and
strengths. What could have been an
incredibly challenging RFP bid preparation
came together quickly and without stress.

Defining Strategic Alliances
Several different definitions of

strategic alliances have been published.
This definition appears to capture the
concept most clearly for the
architectural, engineering and

construction community.

A strategic alliance is “an agreement
between two or more organizations to
cooperate with each other and share
their knowledge and expertise in a
variety of business activities so that
each benefits from the other’s
strengths and gains a competitive
edge.”

Adapted from a definition in
glossaryofmarketing.com.

- © 2011 Society for Marketing Professional Services Foundation

>
| g
L %

& Tiye W

A
N
-
-
“‘
N

gyl
L L

P &

N




ARCHITECTURAL, ENNERING AND CONSTRORT
STRATEGIC ALLIANEETIBPRACTICES

- Mark Buckshon

Beck, a Dallas, Texas-based contractor with
approximately 500 employees at eight U.S.
branches and one Mexican location, is
undoubtedly a thriving and successful
business. However, Beck competes with much
larger contractors, ranking at 80™ place in
Engineering News-Record's 2010 listing of
the top 400 contractors. (Compare Beck's
annual revenue of $611 million to the top
five contractors in the ENR list with more
than $66 billion in revenue.)’ The strategic
alliance allowed Beck to compete on an even
playing field with mega-firm competitors, who

would have all of the resources to complete the
RFP in-house.

Can you follow Beck's example and the
experiences of other strategic alliance
participants to succeed (or survive as an
independent business or practice) in an era of
industry consolidation into mega firms with
multiple divisions and branches and fierce
and highly sophisticated competition,
whether it is local, national or international? 4
Are there some practical best practices which
you can implement to improve your
probability of success?

To answer these questions, this white paper
will define “strategic alliance” and then set
out to research these collaborations over
sustained time periods. Successful strategic
alliances mirror the diverse cooperative
initiatives on major design and construction
projects, where architects, engineers, general
contractors, and specialist sub trades
coordinate their work effectively. However,

these alliances transcend individual projects
and can last for decades.

If you apply as many of the following eight
strategic alliance best practices as possible, the
scholarly research and practical experience
within and beyond our industry suggests that
you will likely succeed. These practices
include:

A Knowing and truly trusting your
prospective partner(s) well before joining;

A Developing a thoughtful alliance strategy,
which can evolve over time but gives you
a baseline on which to select and work
with partners;

A Hiring or developing a specialized alliance
manager to coordinate the relationships
both within your alliance counterparts
and within your own organization;

A Building and tracking your results with
solid and mutually-understood metrics;

A Connecting and expanding the scope of
alliance relationships within your
respective organizations;

A Establishing and maintaining a robust,
fair and responsive governance system;

A Ensuring appropriate contact and regular
communications;

A Finally, treating your alliance partner(s)
with respect—doing your best to see the
world through their eyes--so that, even if
the alliance needs to end, you can wrap it
up without acrimony or burning bridges
for possible future relationships.

YA PAGE
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Strategic alliance perceptions

within and beyond the AEC
community

This paper will provide more detailed
observations about these best practices and
how to implement them. First, however, we
need to set the stage by reviewing the nature
of strategic alliances and how they relate to
other options for collaboration and growth
within the AEC community.

Interview-based research indicates that
strategic alliances in most cases are
incremental rather than immensely powerful
for business development. Strategic alliance
participants generally say they have not
quantified their alliances' economic value,
though some who responded on condition of
anonymity indicate that the net gain is in the
range of 10 percent and at least one alliance
participant (Richard Sievert) suggested that
strategic alliances allowed his business to
reduce fixed overhead, while maintaining
stable volumes over a much wider
geographical area.” (Measuring marketing
success is a challenge throughout this
industry. Relatively few AEC practices

effectively measure and assess their marketing
efforts.)

Nevertheless, several alliance members say
their participation has provided significant
benefits in business intelligence and best
practice sharing, which has allowed them to
make more effective decisions, reduce
operating costs and expand into new market
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areas and opportunities. These benefits are
harder to quantify in systematic data, but are
undoubtedly valuable to the alliance
participants.

The interviews and primary research within
the AEC industry correlate with more
quantitative research from organizations
outside of the AEC community, especially in
the pharmaceutical and high technology
sector, where strategic alliances are common.
Extensive scholarly and practical research
especially from surveys by the Association of
Strategic Alliance Professionals (ASAP)
indicates that upwards of 50 percent of
strategic alliances are successful.”

When things go wrong in strategic alliances,
relationships can become acrimonious (messy
strategic alliance failures lead to litigation and
stress), but some careful thought and
planning can reduce the risks. The odds are, if
you try to participate in a strategic alliance
and fail after your first effort, you will succeed
on your second or third attempt. Recent
ASAP research indicates that, by following the
best practices described in this paper, you can

increase your success rate to 60 to 70 percent.8

Setting the strategic alliance
framework

Strategic alliance definitions (and examples)
vary in the published literature and some
published success stories in books and articles
about strategic alliances describe traits more
of a project-based partnership or a joint

venture than a true strategic alliance.’
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Certainly, the strategic alliance model mirrors
successful collaborative relationships on
multi-stage projects where goodwill extends
through different independent organizations,
sometimes through several years, such as the
Beaver Barracks project in Ottawa, Canada or
the Melrose Commons Urban Renewal Area
in New York." In these multi-stage projects,
participants reported in separate interviews an
exceptional degree of cooperation, goodwill
and support.

Participants in these successful collaborations
sometimes consider they are participating in
strategic alliances, even though it is unclear
how the relationships will continue after the
specific projects (with a single client)
conclude. Are they really strategic alliances
when they have not yet extended into future
projects and initiatives, presumably with
different clients?

Some successful alliance-type relationships are
informal and operate beneath the radar.
General contractors might work with specific
architects, engineers. or sub-trades over
several projects because of the well-developed
trust and understanding of each other's
ability, as Mary Jo Mrochinski, director of
marketing and business development, kpd
architects, Anchorage, Alaska, has reported."
Informal lead sharing and marketing
arrangements occur. Trade associations often
provide the setting for alliance-type
relationships, where participants build
personal relationships on committees and
special projects and collaborate on larger
initiatives, but without the commitment and

business integration common within strategic

alliances.

Formal joint ventures, meanwhile, have some
structure and qualities comparable to strategic
alliances in that participants maintain their
overall independence, while pooling financial
resources and initiatives in specific
cooperative activities and projects. The joint
venture model may evolve into a true strategic
alliance over time, if the participants work
together on several projects and maintain
their relationship. Some strategic alliances
such as Lehrer Architects LA and Westlake
Reed Leskosky use a joint venture corporation
to set the legal framework for their alliance."

Joint ventures and relationships built on
successful project collaborations can lead to
mergers and acquisitions. If two businesses or
practices are compatible in every other way,
sometimes the best solution to competitive
challenges is to join forces and become one

organization. This is not a strategic alliance.

In this White Paper, I focus on alliances
where independent businesses and practices
maintain their relationships over time where
the cooperation is multi-dimensional and
involves a diversity of individual relationships
within the respective organizations, with
strong buy-in from their leadership.

Types of strategic alliances

Strategic alliances are formed in a variety of
circumstances. In Delivering on Client
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Expectations through Strategic Alliances,
Steven Fiskum writes:

“The notion of firms joining forces to win
work has been around for a long time. A
tactical partnership is the most common
form of design firm team arrangement;
however, it is not a strategic alliance. This
type of relationship is often established to
pursue one project for a specific client. In
contrast, a strategic alliance is an on-going
relationship that delivers multiple projects.
Often, long-term alliances spring from a
tactical partnership that delivered a well-
executed project. They evolve from such a
partnership, rather than from an initial
alliance of firms formed specifically for the
purpose of secking their first client. Real
projects are the best way to embark on a
strategic alliance. Real work is more fun, and

earns real profit.”

In practice, strategic alliances within the AEC
community fall into three broad categories,
with underlying synergies. Sometimes a
successful strategic alliance combines more
than one of these qualities. (See below for
further observations.)

1. A practice or business wishes to expand
geographically and seeks reliable and
sustainable partners and contacts in the
distant community(ies).

2. Larger groups may form to combine the
qualities described above with networking
synergies, information sharing, and other
common objectives. The GDA is the
clearest example within our industry.

3. Businesses or practices wish to expand
their scope of services to fulfill diverse or

Mark Buckshon -

more challenging project requirements;
for example, an architect may team up
with an engineer or an architect, engineer,
and general contractor may coordinate
their businesses to achieve success on
integrated design-build projects.

¥ i
I

Geographical expansion: Risk | B

and reward

Strategic alliances have allowed businesses,
which formerly served only specific regions,
to grow into national or international
successes. Richard Sievert has reported how
The Sievert Group, Inc. moved from serving
communities within 95 miles of Chicago to
dozens of markets across the U.S." The
Global Design Alliance has several members
with international offices or experience.
Members can call on each other for first-hand
market intelligence and experience before

venturing afield. "

Cleveland-based (but national in scope)
engineer/architect Westlake Reed Leskosky
teamed up with Lehrer Architects LA in
southern California, giving the national
business an entry-point into the Los Angeles-
area market, while allowing the smaller local
architect access to the larger practice's

integrated resources and experience. '

Some of the biggest strategic alliances in other
industries have occurred with international
agreements. Consider this story from Timex:

“Timex . . . forfeited $60 million in lost

revenue and learned about the challenges of

- © 2011 Society for Marketing Professional Services Foundation
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partnering overseas. You could say it took a
licking and kept on ticking. After 18 months
of frustration, Timex wanted out of the
partnership it created in India. It all started
a decade ago when it was illegal to export
watches into India. Timex wanted into the
market and proceeded to select a local
watchmaker as its partner. Unfortunately
Timex should have spent more time on due
diligence and asked around a bit more about
the partner to be. Timex assumed it could
dominate the relationship and have the
Indian manufacturer carry out its
manufacturing needs on cue.

Was Timex surprised? The head of Timex’s
joint venture in India, Robert Werner, was
quoted in a Los Angeles Times article as
stating, “Until its Indian joint venture,
Timex had been accustomed to owning
companies outright, and its problems in
India were a learning experience for many at
Timex.” He said it took Timex six months
of negotiations and an undisclosed
settlement before the company could rid
itself of the partner.

Today, Timex is happily partnered with
Indian watchmaker Titan Industries, which
is a subsidiary of Tata Group, one of the
largest corporations in India. The Timex-
Tata joint venture went to market in late
1992 and in its first year sold 400,000
watches. Two years later annual sales leaped
to 1.9 million watches."”

The Timex story brings to light one of the
crucial facts behind strategic alliances: In your
first effort at strategic alliance participation,
you may fail. However, if you try again and

learn some crucial best practices through your
painful experience, you will likely succeed the
next time around. Of course, you can increase
your success probabilities the first time by
learning and implementing proven “best
practices” from the start.

Larger groups: Integrated
collaborative and branding
opportunities

Some strategic alliances are large, multi-
company organizations. In the AEC
community, the Global Design Alliance is the
clearest example but you can also see this type
of alliance in the airline industry, where the
group relationship is an important
component of the overall brand success of
individual members. Traveldailynews.com
reported on the brand building success of
airline strategic alliances with these

observations:

“The most important finding of the survey
was that the great majority of airlines (89
percent) perceive that their alliance branding
affects their individual branding either
positively or very positively, whereas the
remaining (11 percent) perceive this impact
as neutral and no respondent perceived it as
negative. This finding is of extreme
significance since this research proves that
the reservations expressed in the industry of
potential damage of the powerful brand
airlines from their alliance brands is not
shared by the airlines themselves. This was
also supported by the fact that the great
majority of respondents (78 percent) agreed
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The Association of Strategic Alliance Professionals: Setting
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The Association of Strategic Alliance Professionals (ASAP), founded in 1998 by two consultants,

now has about 2,200 members including some large global companies, but has few if any members
from the AEC community.

“Most of our members are currently from the high technology or bio-pharma side,” says ASAP
president and executive director Art Canter. “Only in the last year or two have other industries
started waking up to the important framework that strategic alliances can provide to businesses.”

Canter says high technology businesses have discovered strategic alliances are essential for market
development while, in the bio-pharma sector, the alliances allow large pharmaceutical companies to
work with smaller and start-up businesses to develop new drugs and bring them to market more
efficiently.

Summits, workshops, publications and resources allow ASAP members to share insights and
improve their knowledge.

Upwards of 20 global companies pay $25,000 each for two-year sponsorships; but many other
smaller companies and individual members also participate. Larger businesses, such as Cisco
Systems, may have upwards of 100 ASAP members.

“Companies create alliances to minimize risk and sometimes to get something to market quicker
(versus building a new product/service or buying another entity that has the product or service),”
Canter says. “Many of these alliances represent millions and even billions of dollars for these

companies.”

ASAP also offers corporate membership for companies that do not have large teams of alliance
managers as well as individual membership and a certification program in strategic alliance
management.

If you have been tasked with coordinating strategic alliances, you might consider taking some
courses or attending ASAP functions to learn the rules of the game and develop your alliance
management capabilities. If you are truly serious about the strategic alliance model, you may wish to
consider developing a job description and budget for a specialized alliance manager, whose role will
be both to evaluate and introduce to senior management potential alliances and (more important)
preserve the interdisciplinary relationships between the respective organizations to maintain the

alliances going forward. www.strategic-alliances.org
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that there are benefits in promoting the
alliance as a single brand and particularly the
fact that they gain brand power in markets

Scope of service expansion:
Partnership opportunities
and pitfalls

multi-
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