buy build ally analysis

Buy Build Ally Analysis is a strategic framework that organizations often use to evaluate
their options when it comes to acquiring new capabilities or resources. In today’s
competitive business landscape, companies face the critical decision of whether to buy,
build internally, or ally with other firms to achieve their objectives. This article explores the
nuances of the Buy Build Ally Analysis, its importance, and how organizations can
effectively utilize it for informed decision-making.

Understanding the Framework

The Buy Build Ally Analysis involves three primary strategies:

1. Buy: Acquiring existing products, services, or technologies through mergers, acquisitions,
or partnerships.

2. Build: Developing capabilities or products internally through research and development
(R&D), hiring talent, or investing in infrastructure.

3. Ally: Forming strategic partnerships or alliances with other organizations to leverage
complementary strengths and share resources.

Each option has its own advantages and disadvantages, and the choice largely depends on
the organization’s goals, resources, market conditions, and competitive landscape.

The Importance of Buy Build Ally Analysis

The Buy Build Ally Analysis is essential for several reasons:

- Strategic Alignment: It ensures that the chosen approach aligns with the organization’s
long-term strategy and goals.

- Resource Optimization: Helps in identifying the most efficient use of resources, whether
financial, human, or technological.

- Risk Management: Each option comes with different levels of risk, and the analysis aids in
understanding and mitigating these risks.

- Market Dynamics: As markets evolve, organizations must adapt quickly, and this
framework provides a structured way to assess their options.

Factors Influencing the Decision

When conducting a Buy Build Ally Analysis, organizations must consider various factors that
can influence their decision-making process:



1. Organizational Goals

The strategic goals of the organization play a pivotal role in determining the most suitable
approach. For instance, if a company aims for rapid market entry, buying an established
player may be more appropriate. Conversely, if long-term innovation is the goal, building
capabilities internally might be favored.

2. Resource Availability

The availability of financial, human, and technological resources can significantly impact
the decision:

- Financial Resources: If a company has substantial capital reserves, it may lean towards
acquisitions.

- Human Capital: A skilled workforce may enable an organization to build capabilities from
scratch.

- Technological Infrastructure: Advanced technology might support internal development
efforts.

3. Market Conditions

The external market environment is critical to the analysis:

- Competitive Landscape: Understanding competitors’ strategies can inform whether to ally,
buy, or build.

- Market Demand: High demand for specific products may justify the acquisition of existing
capabilities rather than developing them.

- Regulatory Environment: Regulatory considerations can impact the feasibility of mergers
and acquisitions or partnerships.

4. Time Constraints

In rapidly changing industries, timing can be crucial. If the market opportunity is fleeting,
companies might opt for buying to quickly gain a foothold. In contrast, if there is more time,
building a tailored solution could be more beneficial.

Pros and Cons of Each Strategy

Each approach within the Buy Build Ally Analysis comes with its own set of advantages and
disadvantages:



1. Buying

Pros:

- Immediate access to established capabilities.
- Instant market presence and customer base.
- Potential synergies with existing operations.

Cons:

- High costs associated with acquisitions.

- Integration challenges post-acquisition.

- Risk of cultural clashes between organizations.

2. Building

Pros:

- Tailored solutions that fit organizational needs.
- Greater control over the development process.
- Potential for innovative breakthroughs.

Cons:

- Longer time frames to develop capabilities.
- Higher initial investment in R&D.

- Uncertainty regarding market acceptance.

3. Allying

Pros:

- Shared resources and reduced financial burden.
- Access to complementary capabilities.

- Flexibility in partnership terms.

Cons:
- Dependency on partner organizations.

- Potential conflicts of interest.
- Challenges in coordination and communication.

Steps to Conducting a Buy Build Ally Analysis

Organizations can follow a structured approach to perform a Buy Build Ally Analysis:

1. Define Objectives: Clearly outline the goals of the analysis, including the desired
outcomes and timelines.



2. Assess Current Capabilities: Evaluate existing resources and capabilities within the
organization.

3. Market Research: Analyze market trends, competitive dynamics, and customer
needs to identify potential opportunities and threats.

4. Evaluate Options: Compare the pros and cons of buying, building, or allying based
on the gathered data.

5. Risk Assessment: Identify potential risks associated with each option and develop
strategies to mitigate them.

6. Decision Making: Make an informed decision based on the analysis, aligning with
the organization’s strategic goals.

7. Implementation Plan: Develop a detailed plan for execution, including timelines,
resources required, and key stakeholders.

Case Studies in Buy Build Ally Analysis

To better understand the application of the Buy Build Ally Analysis, it's useful to examine
real-world examples:

1. Amazon's Acquisition of Whole Foods

In 2017, Amazon acquired Whole Foods for $13.7 billion, a clear example of the “buy”
strategy. This acquisition allowed Amazon to enter the grocery market quickly, gaining an
established brand and customer base. The move was aligned with their goal of expanding
their e-commerce offerings into fresh produce.

2. Google's Internal Development of Android

Instead of acquiring an existing mobile operating system, Google chose to build Android
from the ground up. This decision enabled Google to create a platform that perfectly suited
its ecosystem, allowing for significant innovation and customization tailored to its needs.

3. Strategic Alliances in the Automotive Industry

Companies like Ford and Volkswagen have formed alliances to share resources and
collaborate on electric vehicle technologies. This “ally” approach allows both organizations
to leverage each other’s strengths while sharing the risks and costs associated with



development.

Conclusion

In conclusion, the Buy Build Ally Analysis is a vital tool for organizations aiming to navigate
the complexities of resource acquisition and capability development. By carefully
considering their goals, resources, market conditions, and the pros and cons of each
strategy, companies can make informed decisions that align with their strategic objectives.
As the business landscape continues to evolve, the ability to effectively analyze and choose
between buying, building, or allying will remain critical to achieving sustainable growth and
competitive advantage.

Frequently Asked Questions

What is the Buy-Build-Ally framework?

The Buy-Build-Ally framework is a strategic approach that companies use to determine
whether to purchase an existing solution, develop their own in-house capabilities, or
partner with other organizations to achieve their goals.

When should a company consider buying instead of
building?
A company should consider buying when there is a readily available solution that meets

their needs, when time-to-market is critical, or when the cost of development outweighs the
benefits of building in-house.

What are the advantages of building a solution in-
house?

Building in-house allows for greater customization, control over the development process,
and alignment with specific business needs. It can also foster innovation and expertise
within the organization.

How can forming alliances benefit a business?

Forming alliances can provide access to new markets, share resources and risks, and
leverage complementary strengths. It can also enhance innovation through collaboration
and shared knowledge.

What factors should be considered in the Buy-Build-Ally
analysis?

Factors include cost, time, resource availability, strategic alignment, market conditions, risk



assessment, and the long-term benefits of each option.

Can a company use a combination of Buy, Build, and
Ally?

Yes, many companies adopt a hybrid approach, utilizing a combination of buying, building,
and forming alliances to leverage the strengths of each strategy for different projects or
needs.

What role does market research play in the Buy-Build-
Ally analysis?

Market research is critical as it helps identify existing solutions, understand competitive
offerings, assess customer needs, and evaluate potential partners, informing the decision-
making process.

What are common pitfalls companies face in the Buy-
Build-Ally analysis?

Common pitfalls include inadequate evaluation of options, overlooking hidden costs, failing
to align decisions with strategic goals, and neglecting to consider long-term implications.

How can technology advancements influence the Buy-
Build-Ally decision?

Rapid technology advancements may make buying more attractive due to the speed of
innovation, while also enabling easier building of solutions in-house. This can shift the
balance towards a preference for alliances that leverage cutting-edge technologies.
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