AMPLIFA PROCUREMENT GLOSSARY

Strategic Alliance: Partnership-Based
Collaboration in Industrial Procurement

A strategic alliance is a long-term, contract-based or conceptually cooperative collaboration
between companies that pursue shared goals without full merger. In industrial procurement, this
means that buyers and suppliers collaborate more closely on development, capacity planning and
security of supply, beyond pure transactional relationships. Such alliances are gaining in
importance because procurement markets are becoming more volatile and critical competencies
cannot always be sourced via the short-term market.

Key facts

« Strategic alliances link companies in the long term without transferring ownership rights — unlike joint
ventures or acquisitions.

« Typical forms in the supplier environment are development, supply and logistics alliances with joint
planning.

* Success is typically measured by KPIs such as security of supply, on-time delivery, overhead cost
savings and time-to-market.

* In practice, often only a few high-performing suppliers are included in an alliance — frequently two to
five strategic partners per category.

» Key risks are dependence, knowledge outflow and cultural friction; governance rules and exit
clauses are therefore indispensable.

 Alliances require mutual transparency, for example on demand forecasts via delivery call-off or
annual call-off.

Definition: Strategic Alliance

A strategic alliance is a voluntary, usually long-term cooperation between two or more independent
companies to achieve shared strategic goals. The focus is on mutual value creation, resource utilisation
and risk sharing, while the legal independence and autonomy of the partners are preserved. In
procurement, alliances typically aim at preferential access to capacities, technology and stable terms.

Distinguishing it from other forms of cooperation

Unlike a joint venture, the alliance does not establish a joint company; unlike a pure call-off contract, it is
not limited to operational ordering processes. The expectations are also higher than for a classic
framework agreement: shared values, joint goals and often contractually agreed investments by the
partner side are agreed. Classic supplier relationships can be developed step by step — from the
transaction via a preferred relationship to a genuine strategic partnership.

Levels of collaboration

Strategic alliances in the procurement context can be positioned on three levels: at the strategic level
(joint roadmaps, shared innovation), at the tactical level (terms management, capacity commitments,
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multi-year plans) and at the operational level (seamless processes such as delivery call-off, Kanban
system or consignment warehouse). Only when all three levels are interlinked does a genuine
competitive advantage arise compared with conventional procurement relationships.

Forms and areas of application of strategic alliances

Not every supplier relationship deserves the term alliance. The approach makes sense where high
specialisation, limited capacities or slow development cycles require deep cooperation. The following
classification helps in choosing the appropriate type of cooperation.

Development and innovation alliances

For complex products, companies involve high-performing suppliers early in the development process,
for example via a joint specification document and coordinated quality gates in sampling. The supplier
contributes expertise that the buyer does not hold in-house; in return, it receives planning certainty and
pre-series orders. Such alliances are typical for plastic components, electronics or custom machine
parts.

Supply and logistics alliances

The aim here is security of supply for scarce materials or volatile markets. Contract content includes
capacity reserves, multi-year commitments or shared risks in raw material price developments. At the
operational level, instruments such as minimum stock levels, consignment warehouses or a Kanban
system secure availability, while catalogue management and standardised interfaces simplify the
transaction.

Location and procurement alliances

When relocating manufacturing or procurement to other regions, buyers and suppliers cooperate on site
establishment, qualification and logistics. Nearshoring is frequently implemented in an alliance-like form:
both sides invest in qualification, jointly scale capacities and agree long-term purchase commitments.
Qualification alliances for standards such as RoHS or industry-specific approvals also belong in this
category.

Methods and approach for building an alliance

The build-up follows a structured process: from analysis via partner selection to contractual fixation. A
typical implementation period from initial analysis to operational collaboration is frequently six to
eighteen months in practice.

Potential analysis and partner selection

The starting point is a category analysis: which supplies are critical, difficult to substitute or
technologically demanding? Risk classes can be used to evaluate suppliers according to importance
and default risk; only strategically relevant items justify the effort of an alliance. Partner selection is then
based on hard and soft criteria — financial stability, quality capability, innovative strength and cultural fit.
Careful supplier credit data checks as well as KYC in procurement safeguard the integrity and
creditworthiness of the potential partner.

Negotiation and contract design
Alliance agreements are often declarations of intent (Memorandum of Understanding) with
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supplementary individual contracts: a call-off contract for operational business, a quality assurance
agreement, and, where applicable, development and confidentiality agreements. Incoterms and their
specific variants — such as Incoterms CPT or Incoterms DPU — precisely regulate partner
responsibilities in logistics. Important elements include target agreements, contribution and investment
rules, knowledge protection and planned review dates such as the annual supplier review.

Operational integration

After contract conclusion follows process integration: joint demand forecasts, coordinated capacity
planning and standardised information flows. Joint projects to reduce capital commitment duration have
proven effective, for example through shorter cycles in terms management or through VMI models with
consignment warehouses. Technically, interfaces such as OCI for punchout orders or joint catalogue
management contribute to efficiency.

Key KPIs for managing strategic alliances

Without measurable targets, alliances quickly fizzle out. Suitable metrics must reflect the joint value
creation — not just the classic price dimension.

Delivery and quality metrics

Key metrics are on-time delivery or call-off adherence (reconciliation of agreed delivery call-offs with
quantities and dates actually delivered), security of supply for critical items as well as scrap and
complaint rates. These values should be transparently evaluated by both sides in regular reviews, such
as the annual supplier review.

Financial and efficiency metrics

Also relevant are cost reduction over several years (e.g. joint productivity targets), capital commitment
duration across the combined inventory, the number of accelerated development projects and process
costs in order processing. An inventory health dashboard can jointly monitor inventory and availability
quality within the partnership.

Relationship metrics

Not everything is quantifiable. Practical tools include structured assessment sheets on innovation
contributions, responsiveness to problems and escalation culture. Many companies use an enhanced
supplier evaluation system to feed soft factors into the annual review.

Risks and controls in strategic alliances

Alliances combine opportunities with specific risks: the close exchange creates dependencies and
increases the risk of unintended knowledge outflow. Controls must therefore be considered from the
outset.

Dependence and default risks

The closer the ties, the greater the impact of a default. Countermeasures include dual sourcing
strategies for critical categories, clearly defined risk classes as well as contractual capacity
commitments and contingency agreements. Regular supplier credit data checks and monitoring of the
partner's financial metrics identify early warning signs.
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Knowledge protection and compliance

Joint development requires defined boundaries: confidentiality agreements, clear ownership rules for
development results and restrictions on the involvement of personnel in sensitive areas. Antitrust law
boundaries must be observed; the design should be legally reviewed.

Governance and escalation

A multi-level governance structure has proven effective: operational contacts for day-to-day business, a
steering committee for strategic matters and defined escalation paths in the event of conflicts. Regular
reviews — operational quarterly, strategic annually — keep the alliance alive and measurable.

Current developments and digital support

Procurement alliances are changing as a result of digitalisation, sustainability requirements and
geopolitical uncertainties. Three trends currently shape the picture.

Digital platforms and transparency

Digital tools reduce the coordination costs of collaboration. Instead of email and telephone, shared
dashboards, automated delivery call-offs and platform marketplaces shape day-to-day business. For
buyers, this makes it easier to establish alliance-like processes even with smaller suppliers — for
example via standardised connections and joint catalogue management.

Sustainability and depth of value creation

Regulatory requirements and customer expectations demand deeper transparency in the supply chain.
Alliance partners increasingly work together on CO2 accounting, proof of origin and compliance with
standards such as RoHS. This requires mutual data depth that classic supplier relationships rarely
achieve.

Resilience and regional relocation

Discussion points such as nearshoring and procurement diversification are shifting the focus: alliances
today are frequently formed with regional partners in order to reduce transport times and supply chain
risks. The trade-off between the cost advantage of distant procurement markets and resilience is
explicitly evaluated as part of alliance design.

Typical metrics

On-time delivery / call-off adherence: > 95-98 %
Proportion of call-offs delivered on time; target value in alliances is typically higher than in standard business.

Security of supply: > 98 %
Availability of critical items during the planning period.

Capital commitment duration: 20-40 % reduction
Typical improvement through consignment or VMI models within two to three years.

Joint cost savings: 2-5 % p. a.
Usual target corridor from productivity agreements in supplier alliances.
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Practical example

A medium-sized mechanical engineering company was dependent on a specialist supplier for precision
cast components; supply bottlenecks repeatedly led to production stoppages. The company built up a
strategic alliance, which stabilised over two years.

« Partner selection by risk classes with supplier credit data checks and KYC screening prior to
contract conclusion.

« Agreement of multi-year capacities and a consignment warehouse to increase security of supply.

« Joint capacity planning based on rolling delivery call-offs and annual call-off with defined adherence
rates.

« Six-monthly reviews including the annual supplier review with joint KPI targets for on-time delivery.

Conclusion

Strategic alliances shift procurement from pure transaction to genuine partnership: opportunities such
as capacity access, innovation speed and security of supply are weighed against risks such as
dependence and knowledge outflow. Success depends less on the contract than on day-to-day
implementation — joint processes, measurable KPIs and functioning governance. For buyers, the
approach is particularly worthwhile for critical categories with a high degree of specialisation. Those who
approach the build-up in a structured manner and review it regularly secure a genuine competitive
advantage in volatile procurement markets.

Frequently asked questions

What is a strategic alliance in procurement?

A strategic alliance in procurement is a long-term, contract-based cooperation between buyer and
supplier with shared objectives such as security of supply, innovation or cost optimisation. Unlike joint
ventures, the partners retain their legal independence. Operationally, the alliance is frequently
implemented through delivery call-offs, capacity commitments and joint processes.

What distinguishes a strategic alliance from a joint venture?

In a joint venture, the partners establish a joint company with its own legal form and capital
contributions. A strategic alliance, by contrast, remains cooperative: there is no joint ownership, but
rather a contractually agreed collaboration. This makes alliances more flexible and easier to terminate,
but requires clear governance and exit rules.

When is a strategic alliance with suppliers worthwhile?

An alliance is worthwhile when suppliers are critical, difficult to replace or technologically significant —
for example with special components, scarce capacities or long development cycles. For standard
goods with high competition, alliances are usually too resource-intensive. A category analysis with risk
classes shows where the effort is justified.

What risks does a strategic alliance entail?

Typical risks include increasing dependence on the partner, unintended knowledge outflow, cultural
friction and financial defaults on the partner side. Countermeasures include dual sourcing strategies for
critical items, confidentiality agreements, regular supplier credit data checks and clear governance and
escalation structures.
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Which KPIs are measured in a strategic alliance?

Key performance indicators are on-time delivery or call-off adherence, security of supply, quality rates,
joint cost reduction over several years and capital commitment duration. In addition, many companies
measure soft factors such as innovation contribution and responsiveness. It is important that both
parties jointly evaluate the KPls in the annual supplier review.

How many suppliers should be included in an alliance?

In practice, typically only a few strategic partners are managed per category — frequently one to three.
This limits coordination effort and secures sufficient volume on both sides for the agreed investments. A
deliberate dual sourcing strategy for critical goods is nonetheless sensible in order to limit default risks.
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