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Abstract

The literature on strategic alliances is vast. Most authors are pro-alliances and the casual reader may thereby be lulled
into a false sense of security concerning the advantages of strategic alliances. There are several possible advantages of
strategic alliances however by joining an alliance several opportunities are also forsaken. The opposite strategic option,
a “go it alone strategy” generates several strategic advantages which would be difficult to gain in a strategic alliance. The
literature on strategic alliances is reviewed concerning the motives for forming alliances and the way in which examples of
alliances are used, and misused, in the literature by scholars. The case of Scania, the Swedish heavy truck producer, is
then presented as an example of the strategic advantages that can be achieved by not entering into horizontal strategic

alliances.
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1. Introduction

The nature of cooperation, or rather the purpose
of cooperating, has shifted towards issues concern-
ing the business concept of the enterprise [1, p.
315]. These issues are strategic in nature and will
intrinsically, through the strategic aspects, have
substantial and long-term effects on the enterprise.
One cooperative form is called strategic alliance
and is directed at utilising the advantages of shar-
ing. The opposite form, based on the idea of non-
cooperation, is labelled “go it alone strategy” [2]
and is aimed at being strong on your own and

* E-mail: Carl-Henric.Nilsson@fek.lu.se.

utilising the advantages of not having to collab-
orate.

Earlier research (e.g. [2-4]) concerning strategic
alliances has largely been directed at presenting
general explanations for several different types of
agreements: national and international, horizontal,
vertical and diversified. Arguments are also often
presented irrespective of industry- and company-
specific prerequisites. Competitive forces are,
however, contingent on the specific industry. It is
therefore questionable whether one can use
a “cookbook of recipes” to increase the competitive
position of any company in any industry.

Companies that have consciously chosen not to
enter into alliances are rarities in the literature and
should be better investigated by scholars in order
to further advance the research on strategic
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alliances. In this paper, I will describe the case of
Scania, the Swedish heavy truck producer, and the
only company, in the heavy truck industry, that has
deliberately chosen not to enter into horizontal
strategic alliances. Scania has for a long period
of time been able to generate profits substantially
higher than the average for the heavy truck industry.

The objective of this paper is to demonstrate that
strategic alliances are not always the panacea they
are often believed to be. The failure rate of alliances
and joint ventures, as reported in the literature,
varies between 30% and 75% [2, 5-9]. Many ad-
vantages that are accredited to collaboration can
also be achieved with a “go it alone strategy”. The
case of Scania is presented as an illustration. Par-
ticular emphasis is placed on factors related to
Scania’s strategic choice to remain outside alliances
and their relationship to the performance of the
company. The presentation is divided in three
parts. Firstly, previous research on strategic allian-
ces is discussed. Secondly, the case of Scania is
presented, and thirdly, conclusions are drawn
based on the theory of strategic alliances and the
case of Scania.

2, Strategic alliances

Devlin and Bleackley [2, p. 18] propose that
“strategic alliances take place in the context of
a company’s long-term strategic plan and seek to
improve or dramatically change a company’s com-
petitive position”. The authors arrange strategic
alliances on a scale of strategic options, between
mergers and “go it alone”. Strategic alliances can be
moulded into several different forms. Joint ventures
is a frequently used form of cooperation and many
authors’ definitions of joint venture fall within the
definition of strategic alliances. Shenkar and Zeira
[10, p. 547] define joint ventures as “an enterprise,
cooperation or partnership formed by two or more
companies, individuals, or organisations, at least
one of which is an operating entity which wishes to
broaden its activities for the purpose of conducting
a new, profit-motivated business of permanent
duration. In general, the ownership is shared by the
participants with more or less equal equity distri-
bution and without dominance by one party”. Joint

ventures can thus be regarded as a special type of
strategic alliance in which shared ownership is in-
volved (cf. [11]). To define strategic alliances in an
indisputable way is hard. However I adopt a broad
working definition from [12]. “A strategic alliance
must fulfil two major criteria: it has to be an al-
liance, i.e. more than one company involved, ex-
cluding mergers and acquisitions, and the alliance
must be strategic, that is it must have a substantial
impact on each participating company’s long-term
goal, thus excluding, for instance, short-term sup-
plier agreements.”

Cooperative arrangements can be formed in
three principle directions: horizontally, between
companies operating in the same industry, verti-
cally, backwards in the value system to the sup-
pliers or forwards to the customers, or finally
unrelated. The prerequisites, as well as the implica-
tions, of these directions are quite different from
each other. A three-by-three space of company rela-
tions can thus be defined: mergers and acquisitions,
strategic alliances, short-term agreements in one
dimension, and horizontally, vertically or unrelated
in the other dimension. In this paper, I will limit the
discussion to alliances and focus on aspects in the
horizontal direction, the vertical will however also
be discussed.

2.1. Current research

Research in the field of alliances is abundant.
Anderson [ 13] searched two databases for informa-
tion on joint ventures. “The search uncovered more
than 3000 articles and books that appeared within
the last two decades” [13, p. 20]. Reviewing a more
modest number of articles and books, I found them
to address one or several of the following basic
topics. Frameworks for analysis of alliances, motives
for alliances and several examples, often of success-
ful alliances. Furthermore, partner selection and
control mechanisms for the alliances were recurrent
issues. In addition, success factors and pitfalls of
alliances were frequently discussed, sometimes via
evaluation of statistical data. This listing of topics is
not without objections, and the topics may not be
mutually exclusive, however this listing was helpful
in structuring prior research. In this paper, the
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motives for forming alliances are focused upon,
and also the way in which examples are used, and
misused, by scholars.

2.1.1. Motives

The discussion of motives for the formation of
alliances was initiated by Fusfeld [14] who high-
lighted the competition limiting effects of horizontal
alliances. The discussion was broadened by West
[15], who identified other reasons such as diversifi-
cation, government pressure in overseas operations
and pooling of resources, such as capital and know-
how. Gullander [16] studied a more diverse sample
of cooperative agreements in the manufacturing
industry in Europe. He found a broader range of
motives behind them and added: the creation of
a balanced set of skills among managers, the estab-
lishment of collaborative frameworks for managing
interdependencies with suppliers, customers and
competitors, and finally diversification. Alliances
are found in most industries, but some industries
are more prone to forming alliances than others.
Companies in industries such as the computer, tele-
communications, automobile, and pharmaceutical
industries [11] as well as the petrochemical indus-
try [17] are proficient in alliance formation accord-
ing to earlier research.

A recent example of cooperative agreement is the
formation of alliances in the automotive industry
between Japanese and non-Japanese producers. An
example of this is the production joint venture in
California between General Motors and Toyota
“which is used to transfer manufacturing know-
how” [1, p. 333]. Actually, it is not merely a matter
of transferring manufacturing know-how, it is
a matter of transferring the means of change in
mind-set. As Jack Smith, GM’s vice chairman,
noted, the cooperation between GM and Toyota
“was the first time we really had a clear understand-
ing of how they ran [their operations] ... The data
[on productivity] were just unbelievable” [18].
Thus, the revelation of lean production led to a shift
in GM’s perception of production that would have
been much harder to come by without the alliance.
GM was allowed to obtain a truly inside view of the
new production paradigm.

Porter and Fuller [1] summarise the strategic
benefits of cooperative agreements in four catego-

ries, economies of scale or learning, risk reduction, or
spreading of risks, access to knowledge, for instance,
gaining local knowledge, and shaping competition.
Schuler et al. [47] presents an excellent review of the
most common reasons for the formation of interna-
tional joint ventures. The authors agree with Porter
and Fuller’s first three aspects and elaborate on the
category “shaping competition”, splitting it into:
improvement of competitive advantage, “government
restrictions, cost effective and efficient responses
(forced by globalization of markets), rapid market
entry, obtaining vital resources (such as raw mater-
ials or technology). Several other authors subscribe
to the importance of one or several of these catego-
ries (cf. [3, 19-21]).

2.1.2. Examples

The persistent reader of articles on alliances will
note that success stories are abundant. However,
a longitudinal study of the literature reveals that
examples used to point out the advantages of al-
liance formation in one article may well serve as
a warning in the next. Perlmutter and Heenan
{22, p. 1467 use the Renault-AMC alliance as an
example of an arrangement with well functioning
governance, one of six success factors discussed in
the article. Two years later Devlin and Bleackley
{2] used the same alliance as an example to illus-
trate what happens if an alliance is viewed as an
“opportunistic ‘quick fix’” “Renault invested
$645m in AMC which nevertheless managed to
incur losses of $750 m over the period of the agree-
ment. Such investment severely weakened Renault
at a time when it was also facing problems in
domestic markets” [2, p. 18].

The literature presents numerous examples of
successful alliances and uses the examples as a
reassurance of the advantages of alliances. How-
ever, the companies are rarely discussed and when
they are, the discussion is restricted to a minimum,
not granting the reader the opportunity to relate
his or her own business to the success stories told.
Without a deeper knowledge of the companies, the
prerequisites of the industries in which they oper-
ate, and other factors relevant to the example
company, it may be dangerous to generalise these
conclusions and apply them directly to other
cases.
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2.2. Conclusions from previous research

The majority of authors are pro-alliances and
are overconfident in the superiority of alliances
[12]. 1t is a popular belief that the number of
coalitions is increasing due to the perceived hard-
ening of competition. The fact that the forming of
alliances is increasing is passed on from author to
author. Anderson [13, p. 19] states, without any
references, that “more joint ventures and
cooperative arrangements have been announced
since 1981 than in all previous years.” This state-
ment is then considered as fact by other authors
(e.g. [23]).

“There is generally no ‘one best way’ to organise
[an alliance] or the one ‘best’ organisational struc-
ture” [21]. Listings of general motives for the
formation of alliances will therefore be of limited
use for scholars as well as practitioners. For the
practitioner, a disclosure of a real case is probably
more useful than a listing of statistical evidence of
the superiority of alliances for the average firm. The
habit of using examples to illustrate alliances and
to prove a point, without at least a limited descrip-
tion of the company, industry and other facts rel-
evant to the case, can lead the reader astray. This
implies that a case study would allow the reader to
gain a deeper understanding of the strategic pre-
requisites, and the relationship between the pre-
requisites and alliance success. It can also prevent
practitioners from jumping to conclusions based on
examples of minor relevance to their industry. The
majority of case studies presented in the strategic
alliance literature illustrate successful alliances (e.g.
[24, 25]). Encountering only successful cases may
Iull the reader into a false sense of security concern-
ing the success of alliances [12]. In order to break
this trend the case of Scania is presented, in which it
is argued that part of Scania’s unrelenting financial
success may be based on their rejection of horizon-
tal alliances.

3. The case of Scania
The case of Scania is advantageous since the

products, heavy trucks, are well known to most
people, as is the use of the trucks. This transparency

of the truck industry facilitates the making of
analogies with other industries, which may be
favourable for researchers, but even more so for
practitioners.

3.1. Data and method

The empirical data for the case of Scania, in the
heavy truck industry, were prepared for one of nine
studies forming the empirical basis for Expert Re-
port No. 6 [26] of the Swedish Advisory Panel on
Productivity. Scania was selected as a “best practise
company” in the global arena for an in-depth study.
Porter’s frameworks [27-30] for analysing com-
petitive factors relating to companies, industries
and countries were used as a theoretical foundation
for the study. They were supplemented by other
frameworks, such as Lawrence and Dyer’s [31]
theory of organisational adaptation and re-adapta-
tion, applying an organisational-theory-based per-
spective, rather than Porter’s corporate strategy.
Kaizen [32] or continuous improvements, an inte-
gral part of “Japanese production-philosophy”,
have also had a major impact on the study’s
theoretical frame of reference. The research was
conducted under the Royal Swedish Academy of
Engineering Sciences (IVA), which provided direct
channels for information, from within companies,
that would otherwise not have been obtainable due
to company restrictions.

It is not possible to draw general conclusions
from a single case, the primary benefit of the
cases study is as an illustration. However, by
making distinctions of the case in relevant
dimensions, future case studies can relate their
findings to this case and draw more general con-
clusions based on the case of Scania and several
other cases. Three relevant dimensions for the spe-
cification of cases are: type of customer; industrial
or consumet, type of product; goods or service, and
life cycle phase of the product; introduction,
growth, maturity or decline (cf. [33, p. 57]). The
case of Scania concerns: industrial customers,
goods and the mature phase in the product life
cycle. The case is presented according to the three
levels of analysis: nation, industry and
company.
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3.2. National factors

Companies act in accordance with the rules laid
down for enterprises in a country. The rules are
created primarily as an effect of the country’s char-
acteristics: its specialised assets and skills [30]. It is
therefore not surprising to see that competitive
companies in an industry are not evenly distributed
across the globe, but are rather concentrated within
one nation.

Sweden has been endowed with the prerequisites
for forestry and mining. Forest product and re-
source-based metal industries have consequently
developed to become two of the most predominant
industries in Sweden. This has, in turn, created
a demand for the transportation of raw materials
from the mines and forests to the mills. The mills
have, in the course of time, evolved into larger units
with an increased reception area for raw material.
Mining is conducted at the same location for an
extended period of time. This, plus the fact that ore
is very heavy, has made railroad transportation the
most feasible way of transporting ore. In forestry,
however, the reception area is geographically larger
and constantly changing. This creates a demand for
more flexible ways of collecting the raw materials
and trucks best meet that demand. In the case of
Scania, the fact that Scania is a Swedish company
has been of major importance.

The size of the home market demand proves to be
less important than the character of the home mar-
ket demand [30]. Further investigation of the char-
acter of the home market demand, reveals that it
has also had a substantial impact on the evolution
of Scania. Sweden is a tough environment for truck
producers. The country is narrow and long and lies
partially inside the Arctic circle, and has a severe
climate. This has put extra demands on the pro-
ducers and has forced them to increase the quality
of their vehicles.

Legislation concerning transportation has been
liberal in Sweden, permitting trucks to pull wider,
longer, higher, and heavier loads than in any other
country in Europe. The global definition of a heavy
truck is, today, =16 metric tons gross vehicle
weight. The maximum allowance in Sweden is over
50 tons. This has not always been the case. Techno-
logy has put limits on the load that trucks can

carry, and allowances on the roads have not always
been as generous as today. However, Swedish legis-
lation has gradually increased the aliowances, thus
giving the producers the opportunity to produce
sturdier and more durable trucks due to the de-
mand created by increased allowances on the
roads. This has been significant for Scania, espe-
cially since it has been Scania’s policy to produce
trucks in the heaviest segment according to current
definitions. It is safe to say that Swedish legislation
in the transport sector and work environment has
helped to create the most demanding truck buyers
in the world.

Last, but not least, on the national level, Scania
has had a tough competitor in the home market.
Almost one hundred years of continuous fierce
competition with a powerful competitor, Volvo,
has forced both companies to perform to their
utmost abilities. This has sharpened the competi-
tive strength of Scania as well as Volvo. The im-
portance of the national factors for the heavy truck
industry is indicated by the fact that Volvo, who
has had the same prerequisities in this respect as
Scania, is the second best performing company in
the world.

Because of the factors discussed above, Swedish
truck owners are among the toughest to satisfy in
the world. Scania has been forced to produce ad-
vanced and durable trucks for the home market,
which in turn has resulted in competitive advantage
in export markets.

3.3. Industry factors

The potential for high returns in an industry is
governed by the forces affecting the companies
from inside and outside the industry. To define an
industry in an indisputable way is difficult, if at all
possible. However, if the analysis of the industry
considers factors from both inside and outside the
industry, the exactness of the definition of the in-
dustry’s border looses some of its significance. It
may be of minor importance if a factor is
categorised as inside or outside the industry as long
as it is analysed. In order to provide a relevant
industry demarcation the global market situation
has to be analysed.
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The heavy truck industry can be divided into
three distinctly different markets, North America,
Europe and Japan. Outside the three major mar-
kets, other markets exists such as Australia, South
America, Africa and Eastern Europe which, how-
ever, have a limited effect on the structure of the
competition in the major markets.! Japan differs
from the North American and European markets
primarily in legislation; the size and capacity of
trucks being limited. This has had profound conse-
quences though, prohibiting Japanese producers
from building and testing trucks in the heaviest
range in their home market. As a consequence,
Japanese exports of heavy trucks is very limited
and Japanese heavy truck producers have virtually
no chance of repeating the export success of the
Japanese auto industry.

The European and North American markets are
open to trucks of similar size but have a funda-
mentally different product and production concept.
In the USA, companies on the supplier side are
substantially more powerful than their European
counterparts. The North American suppliers have
gained ground in the value system? at the expense
of the truck producers. The American truck pro-
ducers are basically truck assemblers who allow the
customer to decide which brand of engine, gearbox,
etc. to install in the truck. In the European market,
on the other hand, the heavy truck producers have
retained greater control of product development
and production of the main parts of the power
train,® which are regarded as the strategic parts of
the truck. In Europe, trucks can thus be optimised
as a system instead of optimisation of individual
components. As a result, no American trucks are
sold in Europe, and practically no European trucks
are sold in North America.

It is thus not relevant to apply an industry analy-
sis to the global market for heavy trucks, but the
unit of analysis should be the European market

'The South American market is, however, a very important
market for Scania as a company.

2The vertically interconnected value chains of several companies
[28].

3The power train consists of engine, gearbox and transmission,
all connected by a universal drive joint assembly.

which, from an analytical point of view, is regarded
as an industry. Further analysis is limited to the
European market using Porter’s [27] five forces
framework, analysing the prime determinants of
the potential for high returns.

Porter defines five forces that are the prime de-
terminants for the potential for high returns for
companies within an industry. In the truck indus-
try, the external forces are at present weak. The
industry structure of the European heavy truck
industry is characterised by strong truck producers
who produce many of the strategic parts in-house,
and several suppliers are competing with each
other and suppliers can, with one exception,* be
relatively easily changed. Also customers are weak.
Even the largest customers buy only a small frac-
tion of the production. Thus, neither the suppliers
nor any of the customers are powerful enough to
put pressure on the truck producers. The dynamics
of the environment of the company can, however,
change over time. If, for instance, the hauliers
merge to form larger constellations, their bargain-
ing power will increase. The European Community
can have such an effect on the haulage industry in
Europe and the truck industry will be affected ac-
cordingly. However, neither suppliers nor cus-
tomers are at present strong enough to threaten the
potential for high returns in the truck industry.
Explanations as to why only a few of the truck
producers can present adequate profits have thus to
be sought elsewhere.

Substitution is presently no threat either, since
the different means of transportation have their
well defined sphere of operation. The power of
substitutes may however change too, due to in-
novations in, for instance, railroad cargo handling,
or environmental issues could become a strong
force in the truck industry. For potential entrants
into the truck industry, the entry barriers are ex-
ceedingly high. It is extremely expensive to build
a network of service stations throughout the conti-
nent. It can be concluded that neither substitution

“Bosch supplies most of the industry with, for instace, high-
performance fuel injection systems, without any real competi-
tion. Bosch has been building this position since the 1930’s [34].
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nor novel entrants pose a real threat to the heavy
truck industry at present.

The fifth and final force, rivalry in the industry, is
the most powerful force in the truck industry. Dur-
ing the last 20 yr the number of producers has been
reduced from over 40 to less than 20. Many of the
remaining companies have, moreover, merged into
larger strategic alliances. This can, in turn, partly be
explained by the volatility of the truck market. Low
mark production may well be half of the peak
production. The volatility puts a strain on all com-
panies in the industry. Smaller companies, as a rule,
are often taken over by financially stronger com-
petitors. One explanation of this concentration is
the search for economies of scale among the truck
producers. Other motives can be a finer service net
and increased market in regions where the buying
company is not well represented.

The search for economies of scale has also driven
companies of equal strength to form strategic al-
liances. One important objective of this is to gain
cost advantages. The advantages can appear any-
where in the value chain from supply related activ-
ities, via product development and production, to
after sales service. Other motives can be to create
a more consistent line of products than is possible
for each company on its own. A merger between
Scania and Volvo was discussed several years ago
in order to create an even stronger company in the
international arena. Fortunately, as it is assessed
today, the plans were never realised. As a matter of
fact, the advantage of strategic alliances in the truck
industry still remains to be proven. So far, the
increase in profits, which was the original reason
for forming the alliances, has not been seen in most
cases [35].

In the international arena, the heavy truck indus-
try is crowded with alliances and other cooperative
agreements, both horizontally and vertically. In
Fig. 1, the heavy truck producers are arranged in
one column for each major market. At the bottom,
external suppliers of strategic parts are grouped.
While the figure is focused on horizontal relations,
important supplier relations are also indicated.

Fig. 1 illustrates that nearly all heavy truck pro-
ducers are engaged in alliances, horizontally with
competitors and vertically with major suppliers of
strategic parts. One exception to the rule of forming

strategic alliances is Scania, who has, so far, avoid-
ed to take part in any horizontal collaboration.®
For producers such as Mercedes, RVI and Volvo,
who have all bought American truck companies, no
synergistic effects appear to be gained by being
represented on both sides of the Atlantic. The com-
monly acknowledged positive effects of increased
market share does not appear to accumulate over
the three different regions in the heavy truck indus-
try. Neither market structure, industry structure,
production concept nor products are transferable
between the regions, factors which are all strong
indicators of the lack of synergies between the
regions.

3.4. Company factors

In the 1940’s, the managing director, Carl Bertel
Nathhorst, laid out the strategic direction for
Scania, aimed at high returns:

» Focus on the heavy segment of trucks.

* Build trucks from a modular component system.

* Develop and produce the strategically important
parts of the truck in-house.

+ Work in close cooperation with the suppliers and
focus on export in order to gain volume.

Scania has lived by this strategy the last 50 yr and

has thus been able to form cost-efficient production

and obtain a price premium on its products

through differentiation in the market.

3.4.1. Focus
Scania’s strategy of focusing exclusively on
the heavy segment has meant that Scania cannot

SExcept when absolutely necessary, as after the end of the
Second World War in 1945, when the post-war range of vehicles
and engines (that had been developed with unprecedented speed)
began to reveal a considerable number of defects, due to unpro-
ved new materials and insufficient time for testing. Scania there-
fore concluded a working agreement with Leyland Motors Ltd
(at that time one of Europe’s leading producers of diesel engines,
trucks and buses). The agreement made it possible for Scania to
reduce the lead that their competitors had gained as a result of
problems at Scania, and furthermore to “jump-shift” from their
own precombustion-chamber diesels to the new direct-injection
engine [34,38].
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present a complete program of trucks. Other pro-
ducers, for instance Mercedes, present a complete
line ranging from light trucks via medium to heavy
trucks. The completeness of their product lines is
considered to be an important and valuable part of
their strategy [37]. The advantages of a complete
line of products can theoretically arise from the
possibility of gaining economies of scale or sliding
down the experience curve to reduce costs. Experi-
ence and scale economies can be found on the input
side, in the transformation process of the company,
or on the output side.

Economies of scale on the input side can be
achieved primarily through a lower price from the
suppliers due to their economies of scale. Also, the
experience curve can induce a lower price from the
suppliers due to their increased experience from
supplying more. However, the suppliers can
achieve both these price reducing effects by sup-
plying to more than one truck producer too, as for
instance Bosch does. As a matter of fact, this is the
strategy used by suppliers in order to survive. Thus,
on the input side, a wider product range would not
give Scania any substantial advantages, from econ-
omies of scale, or from the experience curve.

In the transformation process, one could expect
advantages of scale and experience to originate
primarily in product development and production.
However, trucks of different size have few compo-
nents in common. None of the major parts, regard-
ing performance as well as cost, are common to any
great extent to trucks of different sizes. The con-
struction of the truck as a function of size is funda-
mentally different. It is not, as could perhaps be
expected, just a matter of scaling a construction up
or down. Not even a modular component structure
would help, since also at the component and item
levels, most parts are not interchangeable between
heavy trucks and other trucks. The products can-
not even be efficiently produced on the same pro-
duction lines due to the differences in complexity
and size. The same rigs cannot be used and the
lead-time in production differs substantially due to
size. Hence the advantages of a wider range of
products are dwarfed by disadvantages in product
development as well as in production.

On the output side, advantages of scale and ex-
perience are possible in the truck industry. Build-

ings, staff and other resources could be shared by
the total sales organisation. A greater variety of
products for the customer is also usually an advant-
age for the producer. However, the lack of these
possible advantages is not perceived as a major
disadvantage by the sales organisation of Scania.
Focusing on the heavy segment furthermore makes
the marketing process less complex.

All competitors in the heavy segment produce
a wider range of trucks than Scania. In the case of
horizontal collaboration between Scania and an-
other producer, Scania may indirectly be convinced
to abandon its focus on the heavy segment. “Hav-
ing coalition partners may make it difficult to
pursue a concentrated configuration”. [1, p. 339]
Hence, the focus on the heavy segment may have
been made possible for Scania by not collaborating
horizontally.

3.4.2. Modular production

Scania’s manufacturing strategy is based on stan-
dardisation through a modularised component
structure. This has been, and still is, of paramount
importance for its high profits. With item standar-
disation and modularised production, the number
of components required to produce the different
models of trucks is significantly reduced, especially
since the standardisation extends from the bottom
to the top of the product structure, and across the
different models. A heavy truck from Scania
consists of about 8000 items. Trucks from other
producers consist of roughly 12000 items. For its
complete range of trucks Scania uses around 20 000
items while the equivalent for most competitors is
more than 30 000 items. This has a number of direct
and indirect effects on production. Firstly, the
economies of scale are affected positively. When
a company introduces modularised production, the
volume of the individual components increases al-
though the number of finished products is constant.
This gives economies of scale on the item level,
which is where scale is of importance. The effect on
the experience curve is analogous. Other positive
effects will occur indirectly, such as reduction in
the stock level due to the reduction in the number
of different items in stock. Further effects are
a reduction in capital tied up in stock and a
reduction in costs related to the handling of the
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material, for instance, the cost of storage facilities
and staff.

A prerequisite for the modularisation of the en-
tire truck has been that Scania has refused to take
part in any collaboration with competitors on the
horizontal level. It is very difficult, time consuming
and costly to fuse together the product lines of two
organisations. The desired advantages of scale will
not appear until most of the truck parts are used by
both companies. Traditionally, there is also
a powerful conserving force in organisations to use
the company’s own parts instead of parts from the
horizontally collaborating organisation. Volvo
encountered this problem in relation to RVI,
Renaults truck producer (while their alliance
lasted).

3.4.3. In-housing of strategic parts

The key components of the truck are found in the
power train. The other parts, frame and cab, are
also important but not as complicated and costly as
the power train. Two basic manufacturing strat-
egies are used, concerning the power train, by truck
producers worldwide. At the one extreme, the
American truck producers are assemblers more
than producers. This is due to the American cus-
tomer’s preference of being able to specify their
truck in detail, down to the component level
Hence, engines and gearboxes are produced by
independent producers and assembled by the truck
producer into their truck. The rest of the compo-
nents thus have to be compatible with several dif-
ferent combinations of drive trains, rendering it
hard and costly to produce an optimal system. At
the other extreme, the Swedish producers Scania
and Volvo produce optimal systems by developing
and producing the strategic parts in-house. By do-
ing this, the product development process becomes
a continuous process within the company without
external interference. This requires a strategy
without horizontal collaborations. The process is
therefore easier, since all contacts are within the
company, and faster, since no consideration has to
be taken of products other than their own. The
diffusion of knowledge to competing companies is
also slower than the case with collaborating parties.
This keeps the competitive advantages within the
company for a longer period of time.

3.4.4. Cooperation with suppliers and export

“Today manufacturing focus means learning
how to not make things - how not to make the
parts that divert a company from cultivating its
skills, parts its suppliers could make more effici-
ently” [39. p. 98]. The approach is based on
a simple principle: focus on the components critical
to the performance of the product in the market.
The company has to be distinctively good at mak-
ing those components. Qutsource the other compo-
nents, “where suppliers have a distinct comparative
advantage” [39, p. 98].

Scania works closely with its suppliers. The
structure of Scania’s supply network is gradually
changing towards fewer and larger suppliers. These
suppliers are, in turn, contracting sub-suppliers and
deliver assembled parts or systems to Scania.
Scania is thus producing the strategic parts themsel-
ves and allows the suppliers to supply other parts.
Cooperation between Scania and its suppliers is
becoming more intense since the suppliers are
fewer, but each one is more important. Product
development, for instance, was earlier carried out
by Scania, but this responsibility is now gradually
being transferred to the suppliers. The relationship
between Scania and its suppliers is changing, be-
coming deeper and more long term. Scania thus
collaborates vertically but not horizontally.

Export has been a prerequisite for Scania’s devel-
opment. Sweden has a population and industry
with a volume that is much too small to supply
Scania with customers. It has thus been of para-
mount importance for Scania to be able to export
a large share of their products. Today, Scania’s
global production of heavy trucks is more than five
times the size of the total Swedish market for heavy
trucks and 97% of Scania’s global production is
sold outside the Swedish market.

3.5. Conclusions from the case

Scania’s horizontal go it alone strategy is the
opposite of alliance strategies, and rests on a few
critical prerequisites, or strategy enhancers, which
are mentioned under the heading Company Fac-
tors. Focus, modular production, in-housing, sup-
plier relations and export are the most important
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enhancers supporting Scania’s perspective on com-
petitive advantage in the truck industry. The strat-
egy enhancers interact and subsequently affect each
other mutually.

The focus on the heavy truck segment together
with modular production induces economies of
scale and facilitates the utilisation of the learning
curve primarily in product development and pro-
duction. The end result of this is primarily a lower
cost for the truck. The close cooperation with the
suppliers, giving suppliers more responsibility for,
for instance, product development, provides
a time-based advantage. In-housing of the strategic
parts also provides the company with a time-based
advantage, which is especially important in the
product development stage. As opposed to the case
of strategic alliances, all contacts are within the
company and consideration does not have to be
taken of other companies’ products or processes.
This induces lower transaction costs and time sav-
ings. The diffusion of knowledge to competing
companies is also slower, thus retaining the com-
petitive advantages within the company for a
longer period of time. Together with modular pro-
duction, in-housing allows for differentiation of the
products based on the time aspect. The value of the
advantage of the differentiation is higher for
a single company due to the fact that a smaller
portion of the total market is differentiated.

Modular production and focus on the heavy
segment provides the means of building a stream-
lined manufacturing system with the ability of
a flexible response to the variations in the market
demand. Modular production and the decision of
making the strategic part in-house and outsource
components that cannot be used for differentiating
the product, are indicators of manufacturing flexib-
ility within the company and a strategic flexibility
in relation to the suppliers.

4. Strategic implications

Three strategically important issues that are re-
lated to a company’s choice to join a strategic
alliance or not are elaborated on time-based ad-
vantages, economies of scale and different aspects
of flexibility.

4.1. Time-based advantages

The prerequisites for businesses are constantly
changing. Furthermore, the dynamics of the com-
panies’ environment is increasing. Product life
cycles are becoming shorter and new products are
superseding each other at an increasingly rapid
pace [40, p. 76]. One could go so far as to claim
that competition is a matter of getting there first.
Although this is an oversimplification of the arsenal
of competitive factors, it underlines the significance
of time. Time is becoming increasingly important in
the business environment as a strategic tool. “...
these days, the penalty for standing still is far higher
than the cost of change” [41, p. 110].

The traditional rationale for mergers and ac-
quisitions and strategic alliances is that it is a faster
way of gaining resources, than developing them
in-house. However, with a “go-it-alone strategy”,
the decision making takes place within a single
company. This ensures that no unnecessary delay
will occur due to split decision making, which can
be the case with strategic alliances. “... commun-
ications are often slack; and joint decision making
takes too long” [42, p. 80]. “The fact of shared
ownership complicates management and control
significantly as compared with more conventional
forms of ownership, and confers no special advant-
ages not enjoyed by the latter [9, p. 16]. It may be
true that initially strategic alliances or mergers and
acquisitions may be faster than developing the re-
sources in-house, however, over the long run it may
be more difficult, time consuming and also more
expensive to develop and utilise these resources in
a relationship with another company, than within
a single organisation.

In industrial management, concepts and strat-
egies based on time have evolved, for instance, Just
In Time (JIT). In its broader sense, the goal of JIT is
to continually try to come as close as possible to the
concept of ideal production [43]. As noticed earlier
by production managers, the notion of throughput
time, the elapsed time from when material starts in
a process until it leaves production, is influential in
several respects. The concept of JIT was first ap-
plied at Toyota in the 1960s. The notion of time as
a factor having high potential for the strategy of
a company has since spread from production and
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inventory managers to the other parts of the com-
panies’ value chain. Kotler, for instance, coins the
term turbo marketing, indicating the importance of
speed in the marketing process. Research and de-
velopment is an area where the importance of time
has also greatly increased. The product develop-
ment process can be substantially reduced inducing
the competitive advantage of being first mover.
Moreover, the total cost of a process is partly
a function of the time it takes to perform that
process. Rent, heating, depreciation, cost of capital,
wages, etc. are all, at least partly, and definitely in
the long run, costs which are proportional to the
time of utilisation. Hence, nearly all processes in the
value chain are a function of the time it takes to
perform them. If, for instance, the speed of product
development is increased, it will not only generate
the possibility of differentiating the product by be-
ing the first mover, but the process will also prove
to be less expensive. Thus, time reductions can
often also generate cost reductions as a side-effect.

4.2. Economies of scale

In the literature, economies of scale often appear
as a factor of great important for the formation of
alliances. It is interesting to note that according to
Mariti and Smiley’s [44] study of 70 alliances,
economies of scale are mentioned in only 16% of
the cases as motivation for forming the alliance.
Technological complementarity, the most men-
tioned factor, was mentioned in 41% of the cases. It
is not possible to draw any general conclusion from
this one study, but it appears that some scholars
exaggerate the importance of scale economiges in
strategic alliances. Generally, the economies of
scale are greater the more automated the produc-
tion. For instance, the assembly of trucks is partly
craft work, making the economies of scale level out
at an annual production of around 10000 units.
The creation of a strategic alliance is thus not
a necessarily an optimal solution. It is of major
importance to consider the opportunity costs
involved.

Economies of scale can also be achieved through
internal development through growth or with
a modular production system. Maintaining a con-

sistent modularisation, while collaborating hori-
zontally is harder than within a single company. In
strategic alliances the advantages of scale will ap-
pear only in those processes where the companies
have combined individual operations into one
common operation, which takes care of the supply
to all the companies of the alliance. Economies of
scale can thus be used as a motive for the formation
of alliances as well as a motive for not forming
alliances.

4.3. Flexibility

Scania has by choosing to go it alone, been able
to continuously improve one of the cornerstones of
its strategy, a modular component system, which
provides a flexible product structure. The modular
component system can create economies of scale at
the item level while simultaneously providing
a wide array of end products for the customer. For
horizontally collaborating partners, it is not pos-
sible to pursue this consistent product structure
unless their products are totally integrated. How-
ever a total integration would also reduce the dif-
ferentiating characteristics of each brand which
would be a disadvantage in the market.

Strategic alliances are commonly acknowledged
as means of achieving strategic flexibility, which
involve inter-organisational collaboration [45].
A company can join into an alliance to acquire
resources, for instance, knowledge, access to mar-
kets or production capacity. One argument can be
that several potential partners exist, which in-
creases the possibilities of finding “the right part-
ner”. However this flexibility may be decaying,
since it is primarily in the initiation phase of the
alliance that an array of possible partners will pro-
vide the flexibility of choice. Once a partner is
selected, the flexibility of choice is consumed. Of
course it is possible to change alliance partner, but
this comes with a cost. Firstly the old relation has
to be terminated which is costly, then the new one
has to be build, which will also induce costs. Thus if
partners are frequently changed, the switching costs
may in the long run exceed the cost reductions that
were the rationale for forming the alliances in the
first place.
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Avoiding horizontal alliances does not mean that
the company cannot cooperate vertically. Scania
has formed strong relations with its suppliers and
thereby from a strategic perspective chosen which
part of the product to produce in-house and which
to outsource. Manufacturing flexibility is achieved
primarily with the modular production system,
while strategic flexibility 1s achieved with strong
relations with the suppliers. The suppliers are fur-
thermore becoming fewer and are to a greater ex-
tent supplying integrated systems as opposed to
single parts. By choosing suppliers that are flexible
themselves, the suppliers can evolve as the market
situation changes, creating new demands on the
suppliers. Hence external flexibility can be achieved
by choosing the right suppliers and thus avoid the
switching costs involved in changing supplier.

The issue of flexibility in relation to strategic
alliances is thus not easily resolved. Alliances may
flexible in some sense while go it alone may provide
flexibility in different dimensions. Either way flexib-
ility is gained in some dimensions while forsaken in
others. What is important, and appears to get lost
in the strategic alliance literature, is that alliances
may actually reduce flexibility in some dimensions.

5. Conclusions

The process of forming a strategic alliance may
turn out to be irreversible. The decision to enter
into an alliance therefore requires utmost attention
from senior management. The literature on stra-
tegic alliances is abundant and most authors are
pro-alliances. A review of the literature indicates
that broad and general descriptions and prescrip-
tions are more common than specific case descrip-
tions.

Therefore the case of Scania is presented, in order
to provide a richer contextual framing. The case is
chosen to complement the common pro-alliance
picture, painted in the majority of the literature on
strategic alliances. The novelty of this case, as op-
posed to the majority presented in the literature, is
that it illustrates a company which has deliberately
chosen not to form any horizontal alliances. The
case of Scania thus illustrates the strategic advant-
ages that can be achieved for a company that

chooses a “go it alone strategy” instead of joining
a strategic alliance.

The case is presented together with the prerequi-
sites of the industry, and other relevant facts.
Scania illustrates aspects of strategic alliances in
the horizontal direction and partly also in the verti-
cal direction. The case of Scania further concerns:
industrial customers, goods (as opposed to services)
and the mature phase in the product life cycle. This
provides an opportunity for a practitioner to relate
his or her company to the case and achieve a more
nuanced picture of the advantages and disadvan-
tages of strategic alliances as well as draw con-
clusions concerning the own company. These
conclusions are more valuable than the generalised
and thus partly diluted recommendations most of-
ten provided in the literature. For scholars the case
of Scania can provide new insight to the research
on strategic alliances due to the novel perspective.
The question is raised whether forming a horizon-
tal alliance is more or less flexible than going it
alone. Generalisations are not possible to make
and several more studies of the phenomenon of
strategic alliances are needed. The primary benefit
of this study is an illustration of primarily the
possible negative effects of joining an alliance.
However the study can also provide input to an
extensive meta-analytical study of strategic allian-
ces, using for instance the case-survey methodology
(cf. [46]).
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