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[0 O O Managing Cooperative StrategiesAlthough cooperative strategies are an important means of firm growth
and enhancedperformancel] managing these strategies is challenging.Learning how to effectively man-age
cooperative strategies is important however,in that being able to do so can be a sourceof competitive advantage.128
Because the ability to effectively manage cooperative strate-gies is unevenly distributed across organizations in
general[] assigning managerial respon-sibility for a firm's cooperative strategies to a high-level executive or to a
team improvesthe likelihood that the strategies will be well managed. Those responsible for managing the firm's set
of cooperative strategies should takethe actions necessary to coordinate activitiest] categorize knowledge learned
from previ-OUS experiencesl] and make certain that what the firm knows about how to effectivelyform and use
cooperative strategies is in the hands of the right people at the right time.And firms must learn how to manage both
the tangible assets and the intangible assetsC] such as knowledgel that are involved with a cooperative
arrangement.Too often] part-ners concentrate on managing tangible assets at the expense of taking action to also
man-age a cooperative relationship’ s intangible assets.129Two primary approaches are used to manage
cooperative strategies——cost minimization and opportunity maximization” [J

[ see Figure 9.4[1 .In the cost minimization management approach] the firm develops formal contracts with its
partners.These contractsspecify how the cooperative strategY is to be monitored and how partner behavior isto be
controlled. The TNK-BP joint venture discussed previously is managed throughcontractual agreements. The goal of
the cost minimization approach is to minimize thecooperative strategy’ s cost and to prevent opportunistic
behavior by a partner.The focusof the second managerial approach——opportunity maximization——is on
maximizing apartnership’ s value.creation opportunities.In this case[] partners are prepared to takeadvantage of
unexpected opportunities to learn from each other and to explore addi.tional marketplace possibilities.Less formal
contracts[] with fewar constraints on partners’ behaviorsC] make it possible for partners to explore how their
resources and capabilities can be shared in multiple value.creating ways.Firms can successfully use both approaches
to manage cooperative strategies.However[] the costs to monitor the cooperative strategY are greater with cost
minimiza.tion in that writing detailed contracts and using extensive monitoring mechanisms isexpensivel] even
though the approach is intended to reduce alliance costs.Although mon-itoring systems may prevent partners from
acting in their own best interests] they alsooften preclude positive responses to new opportunities that surface to
use the alliance'scompetitive advantages. Thus[] formal contracts and extensive monitoring systems tendto stifle
partners'efforts to gain maximum value from their participation in a cooperativestrategy and require significant
resources to put into place and use.The relative lack of detail and formality that is a part of the contract developed
byfirms using the second management approach of opportunity maximization means thatfirms need to trust each
other to act in the partnership’ s best interests.A psychological state[] trust in the context of cooperative
arrangements is* the expectation held by onefirm that another will not exploit its vulnerabilities when faced with
the opportunity to do so.” 132 When partners trust each otherl] there is less need to write detailed formal
contracts to specify each firm’ s alliance behaviorslJ 13’ and the cooperative relationship tendsto be more
stable.134 On a relative basis[] trust tends to be more difficult to establish ininternational cooperative strategies
compared with domestic ones.Differences in tradepoliciest culturest] laws[] and politics that are part of
cross-border alliances account forthe increased difficulty.When trust exists[] partners’ monitoring costs are
reduced andopportunities to create value are maximized.EssentiaUy[] in these cases[] the firms havebuilt social
capital.135 According to company officials.the alliance between Renault andNissan that we examined in the
Strategic Focus is built on“ mutual trust between thetwo partners(] together with operating and confidentiality
rules.” 136 Research showing that trust between partners increases the likelihood of alliancesuccess seems to
highlight the benefits of the opportunity maximization approach tomanaging cooperative strategies. Trust may also
be the most efficient way to influenceand control alliance partners’ behaviors.Research indicates that trust can be a
capabil.ity that is valuable[d rare[J] imperfectly imitable[] and often nonsubstitutable.137 Thus[] firmsknown to be
trustworthy can have a competitive advantage in terms of how they developand use cooperative strategies.138 One
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reason is that it is impossible to specify all operational details of a cooperative strategY in a formal
contract.Confidence that its partnercan be trusted reduces the firm's concern about the inability to contractually
control allalliance details.A cooperative strategy is one where f_rms work together toachieve a shared objective
Strategic alliances.where firmscombine some of their resources and capabilities to createa competitive
advantage.are the prima ry form of coopera-tive strategies Joint ventu res fwhere firms create and ownequal shares
of a new venture that is Intended to developcompetitive advantages] [ equity strategic alliancesC] whereflrms own
different sha res of a newly created venture[] andnonequity strategic alliances] where fi rms cooperate through
acontractual relationship] a re the th ree basic types of strategicalliances.Outsou rcing[d] discussed in Chapter 3

[0 commonlyoccurs as flrms form nonequity strategic alliancesCollusive strategies a re the second type of
cooperative strategiesl] with strategic alliances being the other[ .In many economies] explicit collusive strategies
are illegal unless sanctionedby gove rnment policies Increasing globalization has led tofewer
government-sanctioned situations of explicit collusionTacit collusion also called mutual forbea rance.is a
coopera-live strategy th rough which firms tacitly cooperate to reduceindustry output below the potential
competitive output levelthereby raising prices above the competitive levelThe reasons firms use coope rative
strategies va ry by slowcycle.fast-cycle[] and standa rd-cycle market conditions. Toenter restricted ma rkets

[ slow-cycled .to move quickly fromone competitive advantage to another] fast-cycle[] [J and to gainmarket
power[] standa rd-cycle[] a re among the reasons whyfirms choose to use cooperative strategies.Four
buslness-level cooperative strategies are used tohelp the f_rm improve its performance in individual productma
rkets[] 100 Th rough vertical and horizontal complementaryalliances] companies combine thei r resou rces and
capabili-ties to create value In different partsl] vertical[] or the samepa rtsC] horizontal(] of the value chaind 2

[0 Competition-responding strategies a re formed to respond to competitors'actions] especially strategic ones[] 3
[0 Competition-reducingstrategies a re used to avoid excessive competition whilethe fl rm ma rshals jts resources
and capabilities to improveits competitiveness] 401 Uncertainty-reducing strategiesare used to hedge against the
risks created by the conditions of unce rtain competitive envi ronmentst] such as newproduct ma rkets

[0 Complementa ry alliances have the highestprobability of yielding a sustainable competitive advantage

[0 competition-reducing alliances have the lowest probability ofdoing so.Firms use corporate-level coope rative
strategies to engagein p roduct and[] or geog raphic dive rsification Th roughdive rsifying strategic alliances.
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