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CHAPTER1 INTRODUCTION

“If you think you can go it alone in today’s
global economy, you are highly mistaken”
Jack Welch, CEO of General Electrics

1.1 The strategic importance of alliances

Our study aims to investigate how firms can successfully manage a portfolio
of alliances. This is an important issue as firms rarely actualise the full value
creating potential of their alliances. Strategic alliances (hereafter also re-
ferred to as ‘alliances’) are commonly defined to involve at least two partner
firms that aim to improve their competitive position and performance by the
joint contribution of resources and knowledge and the sharing of benefits,
risks and control of joint activities (Ireland et al., 2003; Yoshino and Rangan,
1995). Contrary to integrative agreements such as mergers and acquisitions,
partner firms in alliances maintain their own corporate identities after the
alliance is formed. An alliance network comprises direct alliance relation-
ships (between the focal firm and its alliance partners) and indirect ties
(partners-of-partners) (Knoke 2001:128). An alliance portfolio, however, is
defined as the collection of simultaneously operating direct alliance relation-
ships of the focal firm, also referred to as an egocentric alliance network
(Baum et al., 2000; Rowley et al., 2000).

In the following, we will emphasise the importance of advancing research on
alliance portfolio management and discuss research gaps in extant alliance
literature. We then outline how we intend to address these research gaps in

the course of this study.

The surge in alliance portfolio formation (Lavie, 2007) and the rising per-
centage of revenues being generated by alliance portfolios (Duysters and De
Man, 2007) indicate the remarkable rise in the importance of these collabora-
tive ventures for the competitive survival of many firms (Narula and Duys-
ters, 2004; Margulis and Pekar, 2001).
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To respond to the increasing globalization of markets, shortening of innova-
tion cycles and the search for new capabilities, firms no longer rely on a sin-
gle high profile alliance but increasingly depend on various external part-
ners to enhance their resource endowment (Eisenhardt and Schoonhoven,
1996), master strategic uncertainty (Hoffmann, 2007), access foreign markets
(Parkhe, 1991), improve competitive positioning vis-a-vis rivals (Gimeno,
2004; Silverman and Baum, 2002) and share technology and knowledge
(Dyer and Nobeoka, 2000; Kale, Singh, Perlmutter, 2000; Hagedoorn, 1993).
Therefore, building a portfolio of alliances enables the firm to maximise its
presence in not only its primary markets but in different (foreign) business
sectors as well as to exploit and secure the differing competitive advantages
of each location. In addition, a large alliance portfolio with a variety of alli-
ance partners allows firms timely access to a diversity of information and
resources. As a result, many firms are embedded in a dense network of alli-
ance relationships with competitors, suppliers and customers often from a
variety of industrial and national backgrounds (Hoffmann, 2007).

Despite the increasing strategic importance of alliance portfolios, firms seem
to encounter severe problems in managing their alliances, as the success rate
of alliances is fairly low. Average alliance success rates of 50% (Duysters and
De Man, 2007) testify to the difficulty of consistently attaining successful
alliances. Alliance success has commonly been measured by both objective
measures (e.g. profitability, market share, new product development, or
sales growth) and subjective assessments of goal achievement and overall
satisfaction (McCutchen, Swamidass and Teng, 2008). Notwithstanding the
different measures of alliance performance, alliance success remains a rare
phenomenon for many companies.

While firms aim for collaborative synergy, the nature of strategic alliances
leaves the partners vulnerable to the many relational and structural obstacles
that challenge the successful conduct of alliances. Especially the mutual in-
terdependence and frequent simultaneous cooperation and competition
between partners (Parkhe, 1993) are suggested to contribute to the prema-
ture termination of the alliance relationship, reflecting a business failure or
an irresolvable conflict among partners (Kogut, 1989) that is likely to result
in incurable losses of proprietary information and technology (Park and
Ungson, 2001).
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Notwithstanding the many potential challenges, the current growth rate in
alliance portfolio formation is suggested to continue (Lavie and Miller,
2008). It seems that while many firms are well aware of the strategic impor-
tance of alliances, only a few have mastered the ability to attain successful
alliance portfolios. Therefore, the question how to attain successful alliance
portfolios is appealing to both academics and practitioners.

1.2 State-of-the-art

By and large, two distinct research streams can be distinguished that address
the question of how to create successful alliance portfolios. The first research
stream generally adopts a social network perspective and emphasises the
structural characteristics of firms’ alliance portfolios (such as portfolio size
and structure) and its implications for the firms’ positioning in a network of
alliances. The second research stream assumes a firm-level perspective and
finds that a firm’s organizational capability in managing alliances is the
main determinant for alliance performance.

From a social network perspective (Burt, 1992; Coleman, 1990; Kogut, Shan
and Walker, 1992), scholars suggest that a firm’s network of alliances can
itself present a source of strategic advantage as it facilitates access to unique
resources and information (Gulati, 1999). Thus, how a firm positions itself in
a network of alliances substantially influences its competitiveness (Dyer and
Singh, 1998; Gulati, Nohria, and Zaheer, 2000). The firm’s positioning in
networks is defined by the configuration of its alliance portfolio (Hoffmann,
2007). Social network studies emphasise that alliance portfolio configuration
is a complex concept consisting of multiple dimensions including the num-
ber, dispersion and redundancy of alliances and their linkage strength
(Granovetter, 1985; Rowley, Behrens and Krackhardt, 2000). Therefore, as
Hoffmann (2007:834) notes, the configuration of alliance portfolios deter-

mines

“(1) the quality, quantity, and diversity of information and resources to
which the focal company has access, (2) the efficiency of the access to
these network resources, and (3) the flexibility or stability of the focal
company’s position in the interorganizational field”.

15



As a result, a rising number of studies investigate the implications of struc-
tural characteristics of alliance portfolios for performance; such as portfolio
size (Rothaermel and Deeds, 2006), partner diversity (Stuart, 2000), the num-
ber of direct and indirect ties (Ahuja, 2000), tie diversity (Powell, Koput and
Smith-Doerr, 1996), and the strength of ties (Rowley et al., 2000). Conse-
quently, how the focal firm configures its alliance portfolio is expected to
influence its positioning in the larger context of inter-firm networks and
eventually its competitiveness (Dyer and Singh, 1998; Gulati, 1998, 1999).

The second stream of alliance research adopts a firm-level perspective and
finds that firms that score high alliance performance rates possess superior
alliance management skills (Draulans et al. 2003; Kale, Dyer and Singh 2002;
Anand and Khanna 2000; Sivadas and Dwyer 2000). This proficiency in alli-
ance management has been termed alliance capability and is defined as the
institutionalised approach to learning about alliance management in order to
support the firm in the formation, operation and evaluation of its alliances.!
Firms with a high level of alliance capability have institutionalised manage-
rial practices that guide and support alliance management as opposed to a
“trial and error’ approach to alliance management. For instance, a standard-
ized alliance partner selection process can present a repeatable pattern of
action that has proven to be fruitful in managing alliances. Hence, alliance
performance differences among firms are suggested to be due to heterogene-
ity in firms’ level of alliance capability.

To develop alliance capability, scholars emphasise the importance of acquir-
ing alliance experience through engaging in numerous alliances (Anand and
Khanna, 2000; Rothaermel and Deeds, 2006) and using organizational
mechanisms to translate alliance experience into accessible lessons on alli-
ance management (Kale et al., 2002). Herewith, the “alliance capability view’
shifts away from the outcome implications of structural characteristics of
alliance portfolios but directs the focus towards the learning processes and
managerial practices that improve the firm’s overall ability to manage alli-
ances and hence raises performance rates.

1 A detailed discussion of the definitions and construct of alliance capability will be provided in
Chapter 3.
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A predominant share of this stream’s contributions to the scholarly debate
on alliance capability has centred on the management of individual alliances
and only sparsely tackled the question what alliance capability needs to be
developed for the effective management of firm’s alliance portfolios. Only
recently, a number of studies have proposed the importance of an ‘alliance
portfolio management capability’ that addresses the particular managerial
challenges that arise in a portfolio of alliances (Hoffmann, 2005, 2007; Sarkar,
Aulakh and Madhok, 2009). These studies advise to shift away from treating
each alliance as a standalone transaction but to take the entire alliance port-
folio as the unit of analysis. As alliances do not create value independent of
each other (Gulati, 1998), an alliance portfolio can create more value through
synergy than the sum total of each alliance (Bamford and Ernst, 2002).
Hence, Sarkar et al. (2009) emphasise that “managing the portfolio as a coor-
dinated, holistic collective is thus likely to create value beyond what can be
accomplished if each were managed separately” (p.588). In line with this
logic, Hoffmann (2007) states that “what really matters is not the success or
failure of a single alliance but that the company will reach its strategic goals
with the bundle of its alliances” (p.828).

Thus, scholars indicate that alliance capability needs to be differentiated in
terms of single vs. portfolio alliance management (Hoffmann, 2007; Sarkar et
al., 2009; Schreiner, Kale and Corsten, 2009). For instance, while alliance
capability at the single alliance management level needs to address chal-
lenges that arise at different stages of the life cycle of an individual alliance
relationship (Schreiner et al., 2009), alliance management at the portfolio
level attends the development of a portfolio strategy and tackles the moni-
toring and coordination of the alliance portfolio (Hoffmann, 2005). Along the
same lines, Sarkar et al (2009, p.584) note that alliance portfolio capability
needs to be directed at alliance portfolio formation, development and inte-
gration. A number of managerial tools have been identified to facilitate such
an approach, such as partner programs and alliance databases (Duysters, De
Man and Wildeman, 1999; Heimeriks et al., 2008).
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1.3 Research questions

Reflecting upon both streams of alliance research, we find that neither body
of literature provides a comprehensive understanding of how to manage
alliance portfolios successfully. Alliance literature drawing on social net-
work theory emphasises the importance of alliance portfolio characteristics
for value creation but allows for no further insight on how to manage alli-
ance portfolios successfully. At large, alliance capability literature has
mainly addressed managerial tasks at the single alliance management level.
The few studies that particularly address the need for alliance portfolio ca-
pability are highly valuable but generate only fragmented insight into effec-
tive alliance portfolio management. Hence, we suspect that the inability of
firms to attain successful alliance portfolios might be due to a lack of re-
search on alliance portfolio management. Therefore, adopting an alliance
capability view,? we dedicate this dissertation to the following overall ques-
tion:

How can firms develop alliance capability that effectively supports the
management of their alliance portfolios?

In answering this question, we address a number of critical research gaps in
current alliance literature. Firstly, we need to clarify the definition of alli-
ance capability and its organizational determinants. Conceptually speaking,
we find that literature on the construct of alliance capability is plagued with
inconsistencies and ambiguities, as it is reflected by the numerous terms
used and various definitions provided. In particular, alliance literature
seems to disagree about the constituents of alliance capability. Therefore, we
find it crucial to address the question:

(1) What is alliance capability?

Secondly, the conceptual uncertainty has severe consequences for the em-
pirical methods used in extant alliance literature. On the empirical level, a
number of studies strive to assess how firms can develop alliance capability
and thus raise alliance performance. Within this field, we note that empirical

2 The reason why we adopt an alliance capability view will be discussed in Chapter 2
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methods to proxy and measure the organizational determinants of alliance
capability and assess their relationship to alliance performance tend to be
frail. While the theoretical discourse on capability building is advanced,
empirical applications in extant literature do not seem to capture sufficiently
the complexity of the alliance capability development process. In particular,
the relationship between alliance experience, alliance mechanisms, and alli-
ance performs remains ambiguous.

(2)  How can firms build alliance capability in order to raise the per-
formance rate of their alliances?

Thirdly, prior research has given us reasonable grounds to expect that alli-
ance capability - with its underlying managerial practices - can be differenti-
ated into a) single alliance management capability that is geared towards the
management of individual alliance relationships (Schreiner et al. 2009) and
(b) alliance portfolio management capability (Hoffmann, 2005; Sarkar et al.,
2009). However, conceptual research on this issue remains fragmented.
Therefore, to explore how alliance capability on the single alliance level is
different from alliance capability on the portfolio level, we need to differen-
tiate clearly:

(3)  How does the management of alliance portfolios reach beyond the
tasks of managing individual alliances?

Fourthly, this differentiation has largely remained conceptual in nature. To
substantiate such an argument, a number of studies have empirically tested
the different management practices needed to manage small vs. large alli-
ance portfolios (e.g. Heimeriks et al., 2008; Hoffmann, 2005; Duysters et al.,
1999). That is, expanding alliance portfolio size (i.e. increasing the number of
simultaneously operating alliance relationships) is associated with different
managerial challenges and hence the need for more ‘advanced’ alliance
management practices (Draulans et al., 2003). However, with the single ex-
ception of a study by Heimeriks et al. (2008), we notice a critical lack of
large-scale empirical research to differentiate the alliance mechanisms asso-
ciated with the successful management of alliance portfolios of different
sizes. Therefore, to advance empirical research on the effective management
of alliance portfolios, we intend to research:
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(4)  With an increase in alliance portfolio size, which alliance man-
agement practices are particularly effective to raise the performance of the
alliance portfolio?

Finally, in order to complete our analysis on the effective management of
alliance portfolios, we need to examine the phenomenon of alliance portfo-
lios in its entirety. In addition to portfolio size, alliance portfolio diversity is
another important feature characterising the configuration of alliance portfo-
lios and thus influencing firm performance (Hoffmann, 2007). Alliance port-
folio diversity is defined as the variety in sources of information, knowledge
and resources that a firm has access to by virtue of its alliance portfolio (Har-
rison and Klein, 2007). For instance, by engaging with different types of alli-
ance partners (e.g. partners from different industries) the firm gains access to
a variety of different information and resources, which can lead to a com-
petitive advantage in its strategic field (Koka and Prescott, 2002; McEvily
and Zaheer, 1999). So far, largely drawing on social network theory, alliance
studies have investigated the merits and drawbacks of alliance portfolio
diversity for firm innovativeness and performance (Beckman and Haun-
schild, 2002; Bae and Gargiulo, 2004; Baum, Calabrese and Silver, 2000;
George, Zahra, Wheatley and Khan, 2001; Rowley, Behrens and Krackhardt,
2000, Stuart, 2000). However, while this stream assesses the implications of
alliance portfolio diversity, little insight is offered on how firms can address
and manage challenges that arise with diversity in alliance portfolios. More
specifically, the issue of managing alliance portfolio diversity has not been
examined sufficiently from an alliance capability view. Therefore, to com-
plete our analysis on successful alliance portfolio management, we intend to
research:

(5)  What managerial challenges arise with alliance portfolio diversity
and which alliance mechanisms are most effective at addressing these
challenges?

By addressing these questions, we aim to generate a more comprehensive
insight into how firms can develop alliance capability to successfully man-
age alliance portfolios.

20



1.4 Outline of thesis

As the title of this dissertation suggests, we adopt an alliance capability view
in order to research the effective management of alliance portfolios. Chapter
2 provides an extensive discussion of various theoretical views on alliance
portfolio formation and success factors. Discussing these theories, we pro-
vide the reader with a comprehensive overview of different theories and
derive a set of arguments on why we find the alliance capability view par-
ticularly suited to guide our research on alliance portfolio management.

Chapter 3 derives a definition of alliance capability by discussing its con-
stituent elements. By critically discussing state-of-the-art literature, we ad-
dress important inconsistencies and ambiguities regarding the notion of
alliance capability in extant alliance literature.

Chapter 4 describes our research strategy and design and presents a brief
overview of our data sample.

Chapter 5 examines empirically how firms can build alliance capability. In
particular, we test more fine-grained empirical measures to capture the or-
ganizational determinants of alliance capability and their relationship to
alliance performance.

Chapter 6 focuses on the development of alliance capability for alliance port-
folio management. To this end, we examine the specific managerial chal-
lenges that arise at the portfolio level of alliance management. We investi-
gate empirically which alliance mechanisms are most effective in supporting
the management of large alliance portfolios.

Chapter 7 examines the various managerial challenges that arise with differ-
ent types of alliance portfolio diversity and provides empirical proof for
which alliance mechanisms are most effective in raising alliance portfolio
performance.

Chapter 8 synthesises the results of our theoretical and empirical chapters
and draws conclusions with regard to our research questions.
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CHAPTER 2 THEORETICAL PERSPECTIVES ON ALLIANCE
(PORTFOLIO) FORMATION AND SUCCESS
FACTORS

2.1 Introduction

The surge in alliance portfolio formation accompanied by the increasing
share of revenue generated by alliance portfolios signifies the growing stra-
tegic importance of alliances for the competitive survival of many firms. A
recent study on the evolution of alliance portfolios in the U.S software indus-
try 1990-2001 demonstrates how the average number of alliances per com-
pany increased from four to more than 30 alliances during this decade (La-
vie, 2007). As a result, we can observe that firms engage in multiple alliance
relationships simultaneously, often with partners from different industrial
and national backgrounds. However, research on alliance portfolios indi-
cates a significant heterogeneity in performance rates among companies
(Duysters and de Man, 2002, 2007). Average alliance failure rates range from
40% to 70% among companies (Bleeke and Ernst, 1993; Park and Ungson,
2001) illustrate that some companies are more able to attain successful alli-
ance portfolios than other firms. Two important questions arise: (1) what
drives the trend towards building large portfolios of alliances (2) how can
companies attain successful alliance portfolios?

Regarding the first question, alliance research has extensively documented
the manifold motives of companies to enter into strategic alliances; ranging
from reducing transaction costs (Kogut, 1988), accessing valuable resources
(Chung, Singh and Lee, 2000; Das and Teng, 2000; Eisenhardt and Schoon-
hoven, 1996, Hagedoorn, 1993; Lavie, 2006), to learning from partner firms
(Inkpen, 2000; Dyer and Nobeoka, 2000; Kale, Singh, Perlmutter, 2000).
Commonly adopted theories to study the rationale for alliance formation
include organizational economics as well as resource-based and knowledge-
based theories of the firm.
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We will refer to these three research streams as ‘original alliance research’ as
their common unit of investigation is the individual alliance.? Only recently,
drawing upon social network theory, alliance studies suggest rationales of
firms to build and maintain alliance portfolios that reach beyond the motiva-

tions to enter into individual alliances.

Regarding the second question, we observe that the quest for the ultimate
key to alliance success is not a novel endeavour. Triggered by the growing
strategic importance of alliances and the fact that firms are rarely able to tap
into the full value creating potential of their alliances, we find a large share
of alliance literature dedicated to unravel the factors that contribute to the
success of alliances. However, what seems to be ‘new’ in the field of alliance
research is a shifted focus in the unit of analysis. While original alliance re-
search has focussed on the individual alliance, social network studies advise
to shift away from treating each alliance as a standalone transaction but to
take the entire alliance portfolio as the unit of analysis (Gulati, 1998). Ac-
cordingly, while original alliance research proposes the importance of struc-
tural and relational characteristics of the individual alliance relationship to
determine success, social network scholars emphasise that “what really mat-
ters is not the success or failure of a single alliance but that the company will
reach its strategic goals with the bundle of its alliances” (Hoffmann 2007
p-828). Hence, alliance research building upon social network theory stresses
the implications of different alliance portfolio configurations (in terms of size
and structure) for the overall success of the portfolio. A third unit of analysis
is introduced by alliance capability scholars that direct the focus to the or-
ganizational level of the firm; proposing that a firm’s ability to attain suc-
cessful alliances is a function of its managerial capabilities.

The recent developments towards building large alliance portfolios call for a
critical reflection about the meaningfulness of these theories to understand
how firms can attain successful alliance portfolios. Especially with regard to
‘original alliance research’” we need to evaluate how well these theories are
able to capture the importance of building alliance portfolios and how well

3 Terming these three theories as ‘original alliance research’ does not intend to disregard their
distinctiveness in theoretical views and logic. It is merely intended to highlight the differentia-
tion between these three theories and other theories that we intend to introduce in the course of
this chapter.
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they explain why some firms are more able to attain successful alliance port-
folios than other firms. Therefore, we will present and discuss alliance re-
search building upon alliance capability view and social network theory and
make our case why these two theoretical stances provide complementary
and comprehensive insights into the success factors of alliance portfolios.

In the remaining of this chapter, we will briefly present each theory and
elaborate on how alliance research has drawn upon these theories to ad-
dresses the conditions of alliance (portfolio) formation, sources of instability
and factors influencing alliance success. We conclude this chapter with a
thorough discussion and evaluation of the explanatory power of these theo-
ries with regard to our two questions.

2.2 Theoretical underpinnings

In the following, we present the essential arguments of transaction cost the-
ory, knowledge- and resource-based views of the firm, social network theory
and dynamic capability view on alliance (portfolio) success factors. Alliance
studies that have drawn upon either theory have generated comprehensive
accounts of potential causes for relational conflict and alliance failure (e.g.
Bleeke and Ernst, 1993; Douma et al., 2000; Hoffmann and Schlosser, 2001).
All of these theories have been vastly applied in alliance literature to study
the conditions for successful alliances (Hunt, Lambe and Wittmann, 2002;
McCutchen, Swamidas and Teng, 2008). Alliance scholars building on trans-
action cost theory suggest that alliance success is significantly influenced by
the appropriate choice of governance (Williamson, 1985; Hennart, 1988; Pis-
ano, 1989; Osborn and Baughn, 1990), while proponents of the social ex-
change theory find relational factors such as trust (Ring and Van de Ven,
1992; Gulati, 1995) and commitment (Anderson and Weitz, 1992; Moorman
et al., 1992) to drive alliance success. Resource-based alliance scholars em-
phasise the role of strategic fit in terms of complementary resources to de-
termine alliance success (Sarkar et al., 2001; Harrison, Hitt, Hoskisson and
Ireland, 1991; Hitt, Harrison and Ireland, 2001c; Ireland et al., 2001b). More
recently, alliance research building on social network theory illustrate how
the configuration of alliance portfolios (in terms of size and structure) sig-
nificantly determine the value firms can generate from their portfolio of
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alliances, while dynamic capability scholars emphasise the important role of
organizational managerial capabilities to attain successful alliance portfolios.
To derive why certain factors are deemed important, we first briefly review
the different rationales for alliance (portfolio) formation that each theory
suggests. The reader will notice that a theory’s view on alliance (portfolio)
formation rationale is closely related to the theory’s understanding of alli-
ance (portfolio) success factors.

2.2.1 Transaction cost theory: the importance of governance

Transaction cost theory (Coase, 1937; Williamson 1985) has been widely
adopted to study strategic alliances formation as it addresses the characteris-
tics of economic activity that encourage managers to choose between vertical
integration (e.g. mergers and acquisition), inter-firm cooperation (e.g. strate-
gic alliances) and market exchange. Dating back to Coase (1937), firms are
driven by the attempt to minimize the sum of transaction and production
costs. Presuming opportunistic behaviour of economic agents (Hesterley et
al 1990) and incomplete contracts (Hart, 1995), proponents of the transaction
cost theory expect the potential consumer/supplier to default on the transac-
tion agreement and thus lead to the failure of the market transaction (Klein,
Crawford and Alchian 1978). In anticipation of opportunistic behaviour,
business partners are inclined to write and enforce contracts to limit oppor-
tunistic actions — all of which generate transaction costs. As an alternative,
when the transaction costs of market exchange are too high, firms can inter-
nalise the activity to control transaction costs efficiently. Nevertheless, such
internalisation (e.g. mergers and acquisitions, internal development) can
bear substantial production costs from coordinating activities in-house, such
as the costs incurred from producing and managing the product internally.
Hence, when the costs of market exchange (transaction costs, incomplete
contracts) and internal development (costs of producing in-house) are too
high, alliances are considered an appropriate alternative governance struc-
ture, as alliances combine features of internalisation with market exchange*.
As opposed to internalisation, an alliance allows the partner firms to de-
crease the costs of production through joint coordination of the activity.

4 For the interested reader, Kogut (1988) provides an insightful discussion on the motivations of
and conditions for joint venture formation from the perspective of transaction-cost theory.
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As opposed to market exchange, the formation of an alliance reduces trans-
action costs, as parties in alliances are expected to behave cooperatively as
long as their rewards are largely dependent upon their own performance
outcomes (e.g. Combs and Ketchen 1999). Therefore, the formation of alli-
ances is expected to reduce the scope of opportunistic actions (which mini-
mizes transaction costs) as well as to decrease the costs of production
through joint coordination of the activity.

Nevertheless, since alliances are not immune to opportunistic behaviour of
alliance partners, partner opportunism is found as the inherent source of
instability in strategic alliances. Anticipating opportunism, partner firms
negotiate and write contracts and use governance devices to monitor and
address contractual breaches (Joskow, 1987) all of which accumulates in high
transaction costs and endanger the outcome of the alliance (Das and Teng,
2000). To reduce the risks of opportunistic behaviour, transaction cost schol-
ars advocate the formation of equity based joint ventures, where partner
firms hold stakes in the alliance (Pisano, 1989; Pisano, Russo and Teece, 1988;
Hennart, 1988). The ownership aspects of an equity-based joint venture are
suggested to limit opportunistic behaviour as the partners are joined in their
mutual interest to maintain the partnership (Jarillo, 1988; Osborn and
Baughn, 1990). Asset specificity in an equity-based joint venture can further
reduce the partners’ incentive to engage in opportunistic behaviour, as both
firms must invest in specific assets that lead to a reciprocal dependency
(Dyer, 1996; Klein and Murphy 1988; Teece, 1987). This reciprocal depend-
ency leads to a ‘mutual hostage’ situation through ex ante commitments by
alliance partners and hence reduces the possibility of opportunistic behav-
iour over the course of the alliance (Pisano, 1989). Consequently, alliance
research that has adopted a transaction cost perspective suggests that the
key to successful alliances is the choice of appropriate contractual agree-
ments that limit opportunistic actions of partner firms (Kogut, 1988).

2.2.2 Knowledge based view: the importance of trust in learning alliances

Drawing on knowledge-based theory (Nonaka and Takeuchi, 1995; Grant,
1996; Spender, 1996), alliances are suggested to be ideal platforms for learn-
ing, where ‘knowledge creation occurs in the context of a community, one
that is fluid and evolving rather than rightly bound or static’ (Powell, Koput
and Smith-Doerr 1996:118). Especially in knowledge intensive industries,
strategic alliances are employed as the primary vehicle for accessing and
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sharing knowledge (including technology, know-how and organizational
capabilities) across firms (Barringer and Harrison, 2000; Grant and Baden-
Fuller, 2002; Hamel, 1991).

Within this field, the great majority of studies have assumed an ‘organiza-
tional learning perspective’, proposing that the main rationale of strategic
alliances is to acquire the knowledge of the alliance partner. This rationale is
closely related to what Spender (1992) called ‘knowledge application’ and
what March (1991) referred to as ‘exploitation’. In knowledge application
alliances, the firm aims to “access the partner’s stock of knowledge in order
to exploit complementarities, but with the intention of maintaining its dis-
tinctive base of specialised knowledge” (Grant and Badenfuller, 2002: 421). In
contrast, ‘’knowledge generation” (Spender 1992) or ‘exploration” (March,
1991) points to alliances “as vehicles of learning, in which each member firm
uses the alliance to transfer and absorb the partner’s knowledge base”
(Grant and Badenfuller, 2002: 421). In either case, these alliances allow part-
ner firms to create a knowledge base that can present a crucial source of
competitive advantage (Nonaka and Takeuchi, 1995; Grant, 1996; Spender,
1996). Nevertheless, learning alliances can easily result into ‘learning races’
where partner firms aim to ‘outlearn’ each other and then under invest after
they achieved their learning objective (Hamel, 1991). Numerous studies
warn again the detrimental effects of learning races on alliance outcomes
(e.g. Khanna et al., 1998). This inherent risk of loosing core capabilities or
skills to partner firms presents a considerable source of conflict that has
evoked a large share of alliance research to highlight the importance of trust
for securing the successful outcome of learning alliances (Ring and Van de
Ven, 1992; Gulati, 1995; Zaheer, McEvily and Perrone, 1998). To minimize
the threat of opportunistic behaviour in learning alliances, numerous schol-
ars advocate the development of mutual trust to reduce the fear of oppor-
tunistic behaviour (Gulati, 1995; Zaheer et al., 1998).

Informed largely by social exchange theory (Homans, 1961; Blau, 1964),
scholars emphasise the importance of relational factors for the performance
of alliances (e.g. Muthusamy and White, 2005; Sarkar et al., 2001; Spekman et
al.,, 2000; Doz, 1996; Gulati, 1995; Ring and Van de Ven, 1992). In particular,
this research view challenges the logic of ‘contractual based governance’ in
transaction cost theory, and promotes the importance of ‘relational based
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governance’ for attaining successful alliance outcomes. In particular, the
relational view criticises the transaction cost perspective on alliances for its
‘its singular focus on partner opportunism’ (Muthusamy, White and Carr,
2007) and its failure to capture the important role of interfirm trust for alli-
ance performance (Gulati, 1995). Within this ‘relational view’ of alliances,
transaction costs are no longer minimized by the creation of a ‘mutual hos-
tage’ situation but through the development of interorganizational trust
(Gulati, 1995; Ring and Van de Ven, 1992; Zajac and Olsen, 1993). Defining
trust in an alliance as the reliance on another party under conditions of risk
(Nooteboom, 1996), trust is found to be an important characteristic for suc-
cessful relational exchanges (Sivadas and Dwyer, 2000; Smith and Barclay,
1997; Weitz and Bradford, 1999). Another prominent building block for alli-
ance success includes reciprocal commitment (Anderson and Weitz, 1992;
Moorman et al., 1992) that induces a ‘sense of duty to the venture and the
other party’ (Muthusamy and White, 2005). Spekman et al. (2000:43) even
find that “without trust and commitment, there can be no alliance”.

The important role of trust and commitment for alliance success has been
particularly emphasised in the context of learning alliances (Arino and de la
Torre, 1998; Lazaric, 1998), where the effectiveness of knowledge exchange
depends on the degree of transparency between partner firms (Doz and
Hamel, 1998) and suspicion and anticipation of opportunistic behaviour
reduces the willingness to share knowledge. Further, mutual trust encour-
ages partners to develop idiosyncratic knowledge-sharing routines that fa-
cilitate knowledge transfer and learning (Dyer and Singh, 1998; Kale et al.,
2000). As opposed to relying on contractual based governance, the develop-
ment of mutual trust promotes the formation of repeated partnerships (Gu-
lati, 1995; Zaheer et al., 1998). Hence, trust is suggested to decrease uncer-
tainty and enable the formation of loyal, cooperative and stable alliances
(Morgan and Hunt, 1994; Hewett and Bearden, 2001). In similar vein, Kale,
Singh and Perlmutter (2000) find the development of ‘relational capital” (re-
ferring to the level of mutual trust, respect and friendship in an alliance rela-
tionship) to significantly curb opportunistic behaviour, facilitate learning
and hence contribute to the successful conduct of learning alliances.
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2.2.3 Resource-based view: the role of idiosyncratic and complementary resources

A third stream of alliance research has largely adopted the logic of the re-
source-based view (Penrose, 1959; Barney, 1991; Nelson, 1991; Peteraf, 1993;
Prahalad and Hamel, 1990) to research the rationales for strategic alliance
formation and conditions for alliance success. The resource-based view con-
ceptualises firms as bundles of resources® and hence finds that a firm’s com-
petitive position is defined by its resource base (Das and Teng, 2000).6 Firms
will enjoy superior financial performance when they have access to re-
sources that are rare, inimitable, and nonsubstitutable. Establishing such a
unique collection of resources allows firms to implement value-creating
strategies that cannot be easily duplicated by competing firms (Barney, 1991;
Nelson, 1991; Penrose, 1959; Peteraf, 1993; Prahalad and Hamel, 1990, Teece,
Pisano and Shuen, 1997).

In the view of resource-based scholars, strategic alliances often provide a
superior means to gaining access to desired resources as compared to mar-
ket transactions or internalisation (e.g. mergers and acquisitions). First,
given that resources are often intangible, tacit and difficult to price makes
those infeasible to obtain on the spot market (Mowery et al 1996; Chi, 1994).
Second, while mergers and acquisitions can present an efficient strategy to
secure access by fully internalising the target firm’s resources, firms often
face the challenge that many undesired or unneeded resources are fused
with needed resources. Hence, merging with or acquiring the entire target
firm may result in a bulk of unneeded resources (Hennart and Reddy, 1997;
Ramanathan, Seth and Thomas, 1997; Das and Teng, 2000). Especially, when
a certain degree of asset specificity is involved, the attempt to get rid of the
less valuable or redundant resources in an M&A inevitably incurs high
losses (Ramanathan et al., 1997). Therefore, in the case when non-desired
resources are not easily separable from desirable resources, strategic alli-
ances are suggested to be the preferred strategy.

5 Resources are suggested to include physical, human or organizational assets as well more
abstract notions such as machine capacity, customer loyalty or production experience (Werner-
felt 1984)

¢ The close relationship between firm resources and competitive advantage has been established
by strategy literature; e.g. Reed and DeFillippi (1990)
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Alliances allow partner firms to retain their own corporate identities while
efficiently accessing only the resources each desires while bypassing non-
desired ones and thereby reducing superfluity. Consequently, drawing on
the logic of resource-based theory, strategic alliances allow the ‘resource-
constrained firm’ (Oviatt and McDougall, 1994) to create a heterogeneous
and unique resource base (Amit and Schoemaker, 1993; Mahoney and Pan-
dian, 1992) that can become a viable source of competitive advantage and
eventually lead to above-normal returns (Rumelt, Schendel and Teece, ,
1984; Barney, 1986, Peteraf 1993). Therefore, strategic alliances are suggested
to facilitate the pooling and combining of valuable resources that enables
companies to achieve value maximisation (Eisenhardt and Schoonhoven,
1996; Gulati, 1999; Rothaermel, 2001; Van De Ven and Walker, 1984).
Especially in case where a firm is in a vulnerable strategic position needing
resources or in strong social positions possessing valuable resources to
share, the likelihood of strategic alliance formation increases (Eisenhardt and
Schoonhoven (1996). Vulnerable strategic positions occur when firms pursue
expensive or risky strategies and face changes in both structure and competi-
tive dynamics. In such situations, alliance partners can provide critical re-
sources and skills as well as legitimacy and market power (e.g. Weiwel and
Hunter, 1985; Hagedoorn, 1993, Baum and Olivier 1991) that improve the
strategic position of the ‘vulnerable’ firm. Hence, the underlying logic to
enter strategic alliances for firms in vulnerable strategic positions is need.
Contrary, firms that enjoy strong social positions due to their status and
reputation are favoured alliance partners. Their extensive personal relation-
ships create an awareness of opportunities for alliances and induce trust
among potential partners (Eisenhardt and Schoonhoven 1996). In this re-
gard, strategic alliances allow firms to protect vulnerable strategic positions
or exploit strong social positions.

Given the ‘quest for resources’” as the driving motivation for alliance forma-
tion, it is not surprising that alliance success is suggested to be a function of
the resources each partner contributes. Complementary and idiosyncratic
resources are suggested to foster alliance success (Jap, 1999). We find a large
share of alliance literature devoted to the performance implications of ‘com-
plementary resources’ in strategic alliances where complementary resources
are suggested to enhance the efficiency and effectiveness of the performance
of alliance partners (e.g., Chung, 2000; Varadarajan and Cunningham, 1995;

31



Bleeke and Ernst, 1991, Sarkar et. al. 2001). Further, the ability of the alliance
to produce ‘idiosyncratic resources’ is suggested to define alliance success
(Lambe et al., 2002). Idiosyncratic resources are developed during the life-
time of an alliance by combining and integrating the respective resources of
the alliance partners (Jap, 1999). Following Das and Teng (2000), developing
idiosyncratic resources creates “more value in the integrated condition than
the sum of the separate values of the resources with individual firms” (p.49).
To conclude, from resource-based perspective, the main determinant of alli-
ance success is the presence of strategic fit in terms of complementary re-
sources and the development of idiosyncratic resources (Sarkar et al., 2001;
Harrison, Hitt, Hoskisson and Ireland, 1991; Hitt, Harrison and Ireland,
2001¢; Ireland et al., 2001Db).

2.2.4 Social network theory

The importance of accessing resource and sharing knowledge as driving
forces of alliance formation is further elaborated by social network theory.
From a social network perspective, the increased rate of network formation
in many industries implies that resources and knowledge (i.e. technologies,
know-how and organizational capabilities) are ever more embedded in in-
terfirm networks (Gulati, 1999). Therefore, by entering into multiple alliance
relationships simultaneously, the focal firm can access a larger quantity or
volume of information and resources (Koka and Prescott, 2002). In addition
to the benefits that accrue from a large quantity of information and re-
sources, an alliance portfolio with diverse ties allows the focal firm to access
different sources of information, knowledge or resources that it could not
access by itself. Engaging with partner firms that possess different informa-
tion and resources than the focal firm implies non-redundancy, that is, the
contextual overlap of information context between the partner firms is kept
at a minimum. Thus, non-redundancy implies the presence of structural
holes between focal firm’s partners (Burt, 1992). Therefore, creating a portfo-
lio of diverse alliance relationships enables the focal firm to exploit struc-
tural holes between partner firms (Gulati, 1998).

Conversely, interfirm networks are characterised as redundant, if they offer
access to the same information and resources (Hoffmann, 2007). In case in-
terfirm relations are highly redundant, these may even prevent the focal firm
from obtaining novel information critical to its competitive survival (Uzzi,
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1996, 1997). Therefore, Baum, Calabrese and Silverman (2000) warn against
increasing the number of alliances without considering partner diversity, as
this would yield an inefficient configuration with little diverse information.
Similarly, Goerzen and Beamish (2005) state that firms with diverse ties are
exposed to a variety of ideas and perspectives that firms with primarily re-
dundant contacts cannot enjoy. Hence, increasing the diversity of interfirm
ties increases the scale and scope of available information and resources to
the focal firm. As a result, the focal firm accumulates social capital.

In line with social network theory, a firm’s alliance portfolio corresponds to
its social capital (Koka and Prescott, 2002), meaning access to greater net-
work resources (Chung, Singh and Lee, 2000). Social or relational capital
develops through long-term interaction between strategic alliance partners
(Kale, Singh and Perlmutter, 2000) and is positively related to the extent of
resource exchange between organizations (Tsai and Ghoshal 1998). There-
fore, creating a portfolio of alliances does not only give access to the resource
base of a partner firm but to its’ networks.

The importance of social capital for alliance portfolio creation is further em-
phasised by the relational embeddedness theory, which postulates that the
joint history of collaborations between partner firms increases social capital
and trust, inducing additional alliances between the partner firms (Goerzen,
2007, Gulati, 1995, Walker, Kogut and Shan, 1997). Similarly, the structural
embeddedness perspective argues that prior indirect alliance ties induce
collaboration between the focal firm and potential new alliance partners,
hence providing a rationale to add alliances to the portfolio (Gulati and Gar-
guilo, 1999). Consequently, from a network and social capital theory per-
spective it follows that ‘the greater the diversity of alliances maintained, the
richer would be the benefits of the firm’s portfolio” (Goerzen and Beamish
2005).

Following Kogut (2000), the configuration of alliance portfolios can give rise
to two different forms of relational rents. Depending whether a firm’s alli-
ance portfolio consists of redundant strong ties to similarly positioned alli-
ance partners or nonredundant weak ties to partners outside its familiar
business domain influences the type of relational rent that a firm can enjoy.
When the alliance portfolio consists mainly of redundant strong ties, the
firm has built relatively stable alliances based on trust and hence can attain
the so called ‘Coleman rent’ (Kogut, 2000). On the other extreme, when the
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portfolio consists mainly of alliances with unfamiliar firms (nonredundant
weak ties) then the focal firm has the opportunity to exploit structural holes
and hence benefit form the so called ‘Burt rent’ (Kogut, 2000).

Surely, both cases are extreme. The point is to illustrate that designing a
portfolio of alliances will always involve a certain trade-off between the
richness of information and resources obtained from similar partner firms
(strong and redundant ties) and, on the other hand, the diversity of informa-
tion and resources obtained from dissimilar firms (weak and nonredundant
ties). Engaging in strong ties will stabilise the alliance portfolio, while weak
ties ensure the flexibility of the alliance portfolio - a trade-off that certainly
needs careful attention paid by alliance managers. Consequently, the logic of
network and relational view theory implies that inter-firm ties that provide
the focal firm with access to diverse network resources can create relational
rent and serve as an invaluable source of competitive advantage (Dyer and
Singh, 1998; Gulati et al., 2000).

2.2.5 Dynamic capability view of the firm: the role of alliance capability

A large share of recent alliance studies has drawn upon the dynamic capabil-
ity view of the firm to explain the conditions for alliance success and to de-
rive what has become termed the alliance capability view. Introduced in the
1980s, the dynamic capability view answers the question how firms achieve
sustainable competitive advantage. Extending the theoretical logic of the
resource based view, the dynamic capability view suggests that resource
endowment is not sufficient to cause performance differences among firms.
In particular, resource-based theory seems to assume that these value-
creating resources simply ‘exist’, regardless of the firm’s changing business
environment that might quickly erode the firm’s competitive advantage.
One important question that remains unanswered in this context is how are
these resources developed, integrated and released? To sustain the firm’s
competitive advantage, dynamic capability scholars emphasise that firms do
not operate in static environments but need to adjust and renew their re-
source bases to match the changing demands of their environment. Hence,
while resources are the input (tangible or intangible) to production that a
firm owns and controls, an organizational capability “refers to the ability of
an organization to perform a coordinated set of tasks, utilizing resources, for
the purpose of achieving a particular end result” (Helfat and Peteraf,
2003:999). That is, while resources (physical, human, organizational) are
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available to all firms, the ‘capability’ to deploy and alter them productively
is heterogeneously distributed among firms. By altering the resource base -
acquiring new resources or recombining existing ones - companies are able
to generate new value creating strategies (Grant, 1996; Pisano, 1994; Hender-
son and Cockburn, 1994; Teece et al., 1997). Therefore, dynamic capability
scholars stress the necessity for firms to build ‘higher-order resources’ or
capabilities that improve the productivity of ‘basic’ resources (Makadok,
2001).

Important to note, scholars draw a vital distinction between operational and
dynamic capabilities. Following Helfat and Peteraf (2003:999) an “opera-
tional capability generally involves performing an activity, such as manufac-
turing a particular product” while “dynamic capabilities (...) do not involve
production of a good or provision of a marketable service. Instead, dynamic
capabilities build, integrate, or reconfigure operational capabilities”. Both,
operational and dynamic capabilities are suggested to consist of “routines to
execute and coordinate the variety of tasks required to perform the activity”
(Helfat and Peteraf, 2003:999). Herewith the authors refer to Nelson and
Winter’s (1982: 97) definition of routines as ‘repetitive, highly patterned ac-
tivities or behaviour that are learned’. According to Nelson and Winter
(1982), skills are embodied in individuals, while routines are found at the
organizational level where they act as ‘rules of conduct’ or ‘best practices’
for the members of the organization. The notion of routines is crucial for the
definition of capabilities (operational or dynamic) as routines imply that the
organization must have reached some threshold level of practiced activity.
As Winter (2003) stated, ‘brilliant improvisation is not a routine’.

The related notion of ‘organizational competence’ is often used synony-
mously for the notion of dynamic capability. According to Sanchez et al.
(1996:8), a competence is the firm’s ability to “sustain the coordinated de-
ployment of assets in a way that helps a firm to achieve its goals”. Similar to
the definition of capabilities, a competence is defined to be a higher-order
resource. Since for the purpose of this dissertation a thorough differentiation
between capabilities and competences is not vital, we use the term capability
to denote a firm’s collection of routines that enable it to execute and coordi-
nate the variety of tasks required to perform an activity (Helfat and Peteraf,
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2003:999)7. What is essential is the argument that differences in organiza-
tional capabilities between firms are suggested to explain the difference in
firm performances (Lado, Boyd, and Wright, 1992).

The dynamic capability view has had several important implications for
research on alliances. First, it promoted a fundamental shift in research fo-
cus. Whereas traditional alliance literature investigated critical aspects pecu-
liar to the individual alliance relationship at hand, recent alliance research
examined the firm as its unit of analysis and with it the firm’s managerial
capabilities as key to the firm’s ability to create successful alliances. There-
fore, in the view of alliance capability scholars, the source of alliance success
may not only lie in the relationship between the partners, but in the part-
ners’ ability to manage alliance relationships. Consequently, alliance capabil-
ity scholars suggest that the difference in alliance performance rates between
firms can be explained by the firms’ organizational capability to manage
alliances. This ‘alliance capability’ or ‘alliance competence’ (as it used inter-
changeably in alliance literature) is suggested to entail different aspects re-
lated to the formation, management and termination of alliances. For in-
stance, Lambe et al (2002:145) proposed that alliances are successful when
the partners have developed the ability for securing, developing and manag-
ing alliances.

To put it boldly, not the relationship is studied, but the ability of the indi-
vidual partners to manage the relationship. Figure 2.1 shows the differences
in focus between traditional alliance research and research into alliance ca-
pability.

With this shift in focus, new factors have been introduced to explain alliance
success. Alliance capability studies emphasise the importance of accumulat-
ing alliance experience for attaining successful alliance outcomes (Shan et al.,
1994; Anand and Khanna, 2000; Kale et al., 2002; Heimeriks and Duysters,
2007). By engaging in numerous alliances, and hence accumulating experi-
ence, firms learn the crucial aspects of alliance management e.g. recognizing
potential pitfalls and troublesome situations in the collaboration and hereby

7 For a detailed discussion of the differences between these notions, we refer to Sanchez et al.
(1996).

36



increasing the chances to manage alliances successfully on a continuous
basis (Anand and Khanna, 2000).

Figure 2.1:  Alliance capability research versus traditional research

Alliance capability research
looks at:

» Experience with alliances
» Knowledge of alliances -
* Management tools

Organization
A

Organization
B

Traditional research
looks at:

« Alliance structure

» Type of contract

» Fit between partners

Source: Draulans et al. (1999)

Moreover, studies emphasise the need for managerial practices that guide
and support the alliance management on a daily basis. Examples of alliance
management practices that are found to raise the performance levels of a
firm’s alliances are alliance management training programmes (Draulans et
al., 2003), the introduction of an alliance department coordinating all alli-
ance-relevant activities (Borker et al., 2004) or the use of an alliance database
that disseminates alliance relevant knowledge throughout the firm (Harbi-
son and Pekar, 1998). It follows that some firms are more capable of collabo-
rating than others, due their level of experience, the knowledge they have
acquired about alliance management and the presence of effective manage-
ment processes related to alliances.

For practice, this shift is important as well. Rather than the traditional advice
given to managers about looking for strategic fit with a partner or choosing
the right governance structure, advice based on the alliance capability view
would revolve around investing in alliance managers, in alliance manage-
ment tools and in gaining knowledge about alliances. The notion of alliance
capability implies an organization-wide ability to manage alliances as opposed
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to alliance expertise residing in individuals inside the firm. To illustrate,
firms that have developed alliance capability are characterised by having an
institutionalised approach to learning about alliance management, they have
standardised managerial procedures and have often formed a dedicated
staff with a high degree of experience and expertise sharing that allows for
the development of some repository of knowledge for future use (Harbison
and Pekar, 1997:83).

In this regard, firms that possess alliance capability are different from firms
that depend on a trial-and-error approach to alliance management with no
best practices or expertise to rely on. This ad-hoc approach captures no les-
sons for future alliances and often results in unsatisfactory outcomes. Firms
without alliance capability may rely on alliance specialists, but since no shar-
ing of expertise takes place, the alliance knowledge residing in these indi-
viduals is lost when the specialists leave the firm. Therefore, alliance capabil-
ity is suggested to be an organization-wide ability of the firm to manage its
alliances. The value creating potential of alliance capability stems from the
fact - that similar to other organizational capabilities - the proficiency to
manage alliances effectively is firm specific and hence impossible for other
firms to buy or imitate (Leonard Barton, 1992; Teece and Pisano, 1994; Hen-
derson and Cockburn, 1994; Eisenhardt and Martin, 2000). Therefore, devel-
oping alliance capability can serve as an invaluable source of competitive
advantage

Following this logic, scholars posit that developing alliance capability en-
ables firms to master the difficult task of alliance management (Ireland et al.,
2002) and hence is considered as the main determinant of alliance perform-
ance (Kale and Singh, 1999; Sanchez, 2001; Draulans et al., 2003; Anand and
Khanna, 2000; Leonard-Barton, 1992; Henderson and Cockburn, 1994; Eisen-
hardt and Martin, 2000).

2.3 Discussion and conclusions

Without doubt, each of these presented streams of alliance research have
considerably influenced our understanding of alliance formation rationales
and provided critical grounds for further investigating the phenomenon of
strategic alliances. However, we find that not all of the presented theories
can quite capture the recent developments in the field of strategic alliances.
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In particular, the current trend towards building portfolios of alliances calls
for a critical reflection on the appropriateness of theories for explaining alli-
ance portfolio formation and success factors.

2.3.1 How well do these theories capture the importance of building alliance portfo-
lios?

Alliance research that adopts a transaction costs view has been severely
criticised to confine the rationale for strategic alliance formation to efficiency
and cost-minimization factors only (Barringer and Harrison, 2000: Faulkner,
1995). In the view of transaction costs theorists, firms are treated as individ-
ual, self-fulfilling units that prefer ‘going alone’ to collaboration (William-
son, 1975, 1991). In this regard, alliances can only be considered as a second-
best option, an alternative to market transaction or internalisation. There-
fore, in our view, depicting alliances as mere cost minimizing governance
devices does not seem to take into account the ‘unsettling new reality’ that
includes the globalization of markets, the search for new capabilities, and
intensifying competition for markets” (Harbison and Pekar, 1998:11). Faced
with this reality, firms can no longer rely on the traditional mode of self-
sufficiency and closed innovation as propagated by transaction costs schol-
ars. Neither can firms rely on a single high profile alliance to fulfil their
goals, but increasingly need to depend on various external partners to en-
hance their resource endowment (Eisenhardt and Schoonhoven, 1996) and
share technology and knowledge (Dyer and Nobeoka, 2000; Kale, Singh,
Perlmutter, 2000). Therefore, it seems difficult to comprehend the phenome-
non of building large alliance portfolio from a transaction cost perspective.
In contrast, the logic of resource-based, knowledge-based and social network
theory commonly emphasise the importance of accessing a variety of valu-
able resources and knowledge as underlying drivers of firm competitiveness
and thus promote the creation of large and complex alliance portfolios,
which allow firms to access a large quantity of different resources and
knowledge. Therefore, we find these three theories particularly insightful
into why firms build portfolios of alliances.

The alliance capability view does not explicitly provide a rationale for firms
to build alliance portfolios. Nevertheless, its underlying logic implies the
importance of accumulating alliance experience for improving the firm’s

proficiency in managing alliances. Alliance capability literature often con-
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ceptualised a firm’s alliance portfolio as a “repository of experience as well
as a vehicle for learning” (Wassmer, 2008: 18). By allying with a large num-
ber of different partners, the firm gains experience about the crucial aspects
of alliance management and increases its chances to mange alliances success-
fully. Therefore, from an alliance capability view, engaging in multiple alli-
ances simultaneously enhances the firm’s development of alliance capability
(which in turn, is associated with high alliance success rates).

2.3.2 How well do these theories explain success factors of alliance portfolios?
Theories such as transaction cost, resource based and knowledge-based view
of the firm commonly put a strong emphasis on either relational factors (e.g.
trust and commitment) or structural factors (choice of governance, strategic
fit in terms of resources). These factors are collectively referred to as rela-
tional advantage (Dyer and Singh, 1998) or collaborative advantage (Kanter,
1994) and have been suggested to explain the collaboration-specific rent
(Madhok and Tallman, 1998) that companies enjoy from an alliance. Thus,
these theories do well in explaining success factors for individual alliances,
but cannot explain sustained success of firms on the alliance portfolio level.

Regarding social network studies on alliance portfolio success factors, we
find a strong emphasis on the structural characteristics of the alliance portfo-
lio as the main determinant for alliance portfolio success. This literature pro-
vides no further insight into how firms can attain successful alliance portfo-
lio configurations, that is, how do firms know or learn about effective portfo-
lio configuration and how they can learn to ensure that each alliance rela-
tionship is contributing to the overall goal of the alliance portfolio.

In contrast, the alliance capability view does explicitly contribute to the ex-
planation of why some firms are more able to sustain successful alliance
portfolios than other firms. Directing the research focus to the internal or-
ganization of the firm, the development of an organization-wide alliance
capability to manage alliances is found to be the key determinant for alliance
success. Rather than the traditional advice given to firms to ensure strategic
or cultural fit with a partner or choosing the right governance structure,
advice based on the alliance capability view emphasises the importance of
accumulating valuable knowledge about alliance management and investing
in effective alliance management practices that can be applied across the
portfolio of a firm’s alliances.
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Critically evaluating these different theoretical perspectives, we conclude
that none of these theories provides a comprehensive answer to both of our
questions. Instead, each theory offers indispensable insight for either alliance
portfolio formation rationales or alliance portfolio success factors. Thus, for
the course of this dissertation, we refer to various theories in order to under-
stand the motivations behind creating a portfolio of alliance, sources of in-
stability and critical success factors.

An important message of social network studies on alliance portfolios is the
understanding that ‘going alone’ is no longer a viable option for the majority
of companies: creating a portfolio of alliances allows partner firms to per-
form activities together that neither could perform alone. Therefore, we will
refer to social network theory in order to explain the phenomenon of alliance
portfolios.

Acknowledging alliance capability as the main determinant of alliance suc-
cess implies that companies are no longer dependent upon the structural
characteristics of the alliance relationship at hand but can consistently attain
high alliance performance rates across their alliance portfolio by actively
investing into and advancing their proficiency in alliance management. In
order to understand how firms can build alliance capability, we draw on
dynamic capability view, knowledge-based view, organisational learning
theory and evolutionary economics. Therefore, combining the essential ar-
guments of both social network and alliance capability view allows us to
address the important alliance portfolio relevant issue of building alliance
capability for superior alliance portfolio performance.
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CHAPTER 3 ALLIANCE CAPABILITY: AN ELUSIVE
PHENOMENON

3.1 Introduction

Over the last decades, various schools of thought contributed to the unravel-
ling of critical success factors for alliance performance. In Chapter 2 we wit-
nessed a shift in the research focus from an emphasis on relational (e.g. cul-
tural fit, trust) and structural factors (e.g. choice of governance) towards a
focus on a firms’ collaborative skills or so-called alliance capability. We re-
viewed how the alliance capability view has extended the logic of the dy-
namic capability view to explain the heterogeneity in alliance performance
rates among firms. Alliance capability studies claim that the source of alli-
ance success may not only lie in the relationship between the partners, but in
the internal organization of each of the individual partners as well. Some
companies may be more capable at collaborating than others, because they
have more experience, knowledge or management processes related to alli-
ances. Numerous studies confirm that firms that have developed alliance
capability continuously outperform firms without alliance capability (Kale
and Singh, 1999; Sanchez, 2001; Draulans et al., 2003; Anand and Khanna,
2000; Leonard-Barton, 1992; Henderson and Cockburn, 1994). Therefore, as
discussed in the previous chapter, we have decided to adopt an alliance
capability view to studying how firms can attain successful alliances and
alliance portfolios.

The purpose of this chapter is to clarify the notion of alliance capability and
its organisational determinants. This is vital, as extant conceptual work on
alliance capability is plagued with inconsistencies and ambiguities, as it is
reflected by the numerous terms used and various definitions provided. In
particular, alliance literature seems to disagree about what elements specifi-
cally constitute alliance capability (Schreiner et al., 2009). As a result, we find
no single clear-cut definition of alliance capability.
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To address this shortcoming, we review and critically discuss extant alliance
capability literature and derive an own definition of alliance capability that
reflects the multi-dimensional construct of this notion. Second, we clarify
how firms can develop alliance capability. Reviewing state-of-the-art litera-
ture, we note a widespread agreement in alliance literature that accumulat-
ing alliance experience is decisive for the development of alliance capability
(e.g. Anand and Khanna, 2000; Hoang and Rothaermel, 2005). Some scholars
thereby suggested that in order to build alliance capability and to capitalize
on its accumulated alliance experience, the firm needs to develop organisa-
tional routines to capture, internalise, and apply alliance experience in the
form of accessible knowledge throughout the organization (Kale et al. 2002;
Kale and Singh, 2007). Alliance literature is filled with examples of so-called
‘learning routines’, “processes’, ‘mechanisms’ and ‘management practices’
for alliance capability building. The sheer volume of examples accompanied
by ambiguities and inconsistencies in terminology leads to a fragmented
understanding of the organisational determinants of alliance capability.
Therefore, by reviewing extant literature we delineate the different types of
organisational determinants that are necessary to build alliance capability.

In the first part of this chapter, we review state-of-the-art literature on the
subject of alliance capability and propose an own definition of alliance capa-
bility. In the second part of this chapter, we review how alliance studies
have drawn on various theories to explain alliance capability building. We
conclude with an overview of organisational determinants of alliance capa-
bility and classify these according to their main purpose in the capability

building process.

3.2 What is alliance capability?

3.2.1 Concepts and definitions of alliance capability in extant alliance literature
The first efforts to explain alliance performance from an alliance capability
view emerged in the 1990s. Over time, the definition of the concept of alli-
ance capability evolved. Table 3.1 provides a chronological overview of con-
cepts referring to alliance capability. The first time the literature discussed
the issue of alliance capability was in 1993 when Huxham (1993) dubbed the
term collaborative capability.
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However, it appears that other researchers did not pick up this topic as none
of the later authors refer to this paper (De Man, Duysters and Saebi, 2010).
Subsequent work on the concept of alliance capability was brought forward
by consultants Harbison and Pekar (1997), discussing the issue of alliance
capability in a white paper and provided some first, albeit crude, empirical
evidence that firms that invest more in alliance management skills are more
successful with alliances than companies that do not make such investments.
In the same year, on a more academic note, Simonin (1997) published results
of a large-scale research showing that collaborative know-how is a determi-
nant of alliance success. Successively, Draulans et al. (1999) provided a more
detailed statistical analysis of the effect of investments in alliance manage-
ment tools (e.g. alliance management training, alliance evaluation tech-
niques) on alliance success. A more refined version of this study was pub-
lished four years later (Draulans et al., 2003) and was taken up and extended
by later authors (e.g. Duysters and De Man, 2007; Heimeriks and Duysters,
2007).

In parallel, Spekman and Isabella (2000) referred to the notion of ‘alliance
competence’, highlighting the important role of ‘know how’, supporting
processes and structure, mindset, learning and bench depth (having suffi-
cient alliance staff) as part of a firm’s competency in alliance management.
Consecutively, alliance competence has been defined as the “organizational
ability for finding, developing, and managing alliances” (Lambe et al 2002:
142). Independently, Kale et al. (2001) defined the concept of alliance skills
and later, alliance capability (Kale et al., 2007).

By then, more authors had identified alliance capability as a relevant theme
(see table 3.1) and the diverse streams of literature appear to gradually con-
nect into a more coherent research agenda.

45



Table 3.1:

Alliance capability and related concepts in chronological order

Author Concept Definition

Huxham (1993, p. 23) | Collaborative “...the capacity and readiness of an organization
capability to collaborate”

Harbison & Pekar Alliance capa- undefined

(1997) bility

Simonin (1997) Collaborative skill in identifying, negotiating, managing, moni-
know-how toring and terminating collaboration

Draulans et al. (1999,
p-53)

Alliance capa-

bility

“...the ability to manage alliances successfully”

Gulati (1999: 402)

Alliance forma-

“...organizational capabilities that enable firms to

tion capability form alliances with greater ease”.
Anand & Khanna Alliance capa- “...ability (...) to create value through alliances”
(2000:295) bility
Spekman and Isabella | Alliance com- a function of individual skills, capabilities, and
(2000) petence firm-level attributes that enhance, encourage and
support alliance-like thinking and behaviour
throughout the firm
Kale et al. (2001, p. Alliance skills “Alliance skills, coordinate, capture, codify, com-

464),

municate and create alliance management lessons
and insights associated with alliance experience”

Lambe, Spekman &
Hunt (2002, p.142)

Alliance com-
petence

“the organizational ability for finding, developing
and managing alliances”

Kale, Dyer and Singh
(2002, p.750)

Alliance capa-

bility

The firm’s ability to effectively “capture, share
and disseminate the alliance management know-
how, associated with prior experience”

Draulans et al. (2003,
p- 152),

Alliance capa-
bility

“...the ability to create successful alliances, based
on learning about alliance management and lever-
aging alliance knowledge inside the company”

Rothaermel & Deeds
(2006, p.431)

Alliance man-
agement capa-
bility

“A firm'’s ability to effectively manage multiple
alliances”

Heimeriks, Duysters
& Vanhaverbeke
(2007, p.374)

Alliance capa-

bility

“...a higher-order resource that is difficult to
obtain or imitate and has the potential to enhance
the performance of the firm'’s alliance portfolio”

Schreiner et al. (2009:
1402)

Alliance man-
agement capa-
bility

“...alliance management capability as comprising
coordination, communication, and bonding skills
that are critical during the post-formation phase of
an alliance”

Overall, these studies have in common the essential idea that companies can

develop an organizational capability that is responsible for the effective

management of alliances.
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As the literature on alliance capability is an extension of the dynamic capa-
bility theory (please see Chapter 2) alliance capability scholars commonly
agree that the value creating potential of alliance capability stems from the
fact that the proficiency to manage alliances effectively is firm specific and
hence impossible for other firms to buy or imitate. Moreover, a common
theme to definitions in table 3.1 is the emphasis on alliance capability as an
organisation-wide proficiency in managing alliances as opposed to alliance
expertise residing in individuals inside the firm. To illustrate, firms that have
developed alliance capability are characterised by having an institutional-
ised approach to learning about alliance management, they have standard-
ised managerial procedures and have often formed a dedicated staff with a
high degree of experience and expertise sharing that allows for the devel-
opment of some repository of knowledge for future use (Harbison and
Pekar, 1997:83).

In this regard, firms that possess alliance capability are different from firms
that depend on a trial-and-error approach to alliance management with no
best practices or expertise to rely on. This trial-and-error approach captures
no lessons for future alliances and often results in unsatisfactory outcomes.
Hence, the notion of alliance capability in extant studies commonly refers to
an organisation-wide dedication to alliance management by accumulating
alliance management expertise as well as by developing standardised proc-
esses, which allow the firms to manage its alliances effectively.

However, we must note a number of critical shortcomings in extant defini-
tions of alliance capability. First, we would like to draw the attention to a
suggested analogy between alliance capability and alliance success. To illus-
trate, Draulans et al (1999, 2003) refer to alliance capability as the ability to
manage alliances successfully. Similarly, Anand and Khanna (2000:295) de-
fine alliance capability as “the ability to create value through alliances”, while
Rothaermel and Deeds (2006, p.431) define alliance capability as the “firm’s
ability to effectively manage multiple alliances”. Besides the apparent tautol-
ogy in defining capability as ability, these definitions incorporate the notions
of effectiveness and success into the definition of alliance capability. By
equalising alliance capability with superior performance, it seems as if
scholars identify the presence of alliance capability ex post, inferring its exis-
tence from successful alliance outcomes. However, we argue that while su-
perior performance of firms can be explained by the presence of alliance
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capability, the presence of alliance capability does not necessarily have to
lead to higher performance. For instance, Heimeriks, Duysters and Van-
haverbeke (2007, p.374) define alliance capability more cautiously by point-
ing out that it is “a higher-order resource that is difficult to obtain or imitate
and has the potential to enhance the performance of the firm’s alliance portfo-
lio”. Hereby Heimeriks et al (2007) not only avoid the apparent tautology of
defining alliance capability as ‘ability’ but emphasise the potential of alliance
capability to enhance the performance of the firm’s alliance portfolio, which
implies that alliance success is not an inevitable consequence of alliance ca-
pability. Nevertheless, the definition by Heimeriks et al (2007) does not spec-
ify what constitutes alliance capability

Furthermore, we must note that there is no single clear-cut definition of alli-
ance capability. In particular, we find that authors stress either one aspect of
the alliance capability construct. On the one hand, some scholars define alli-
ance capability as the mechanisms and routines to accumulate, store and
disseminate alliance management know-how associated with prior experi-
ence (e.g. Draulans et al, 2003; Kale et al. 2001, 2002) hence referring to alli-
ance capability as a learning capability of alliance management (Heimeriks
and Duysters, 2007). As Sarkar et al. (2009) punctuate, these studies seem to
define alliance capability in terms of its underlying organisational determi-
nants.

On the other hand, some studies define alliance capability in terms of the
skills needed to address important alliance management relevant tasks. For
instance, Schreiner et al. (2009) define alliance capability as the ‘coordina-
tion, communication, and bonding skills that are critical during the post-
formation phase of an alliance’. Another example is Simon’ (1997) definition
of alliance capability as the ‘skill in identifying, negotiating, managing,
monitoring and terminating collaboration’, thus emphasising what consti-
tutes alliance capability. Similarly, Lambe, Spekman and Hunt (2002, p.142)
define alliance capability as the “organisational ability in finding, develop-
ing and managing alliances”. Hence, while the first type of definitions indi-
cate the underlying learning processes that enable firms to build alliance
management expertise, the second group of definitions addresses tasks of
alliance management.

Scholars such as Sarkar et al. (2009) and Schreiner et al. (2009) advocate a
strict differentiation between what skills constitutes alliance capability and
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what underlies its development when defining alliance capability. However,
we argue that a definition of alliance capability needs to integrate both the
organisational determinants of alliance capability (i.e. learning processes to
develop alliance capability) as well as indicating the tasks of alliance man-
agement (e.g. finding partners, coordination, monitoring etc.). We suggest
that firms cannot address tasks of alliance management without having ac-
cumulated alliance management expertise neither is learning sufficient
without identifying the tasks of alliance management. Therefore, we intend
to derive a definition of alliance capability that incorporates both its under-
lying organisational determinants and indicates its tasks in alliance man-
agement. To this end, we will discuss alliance literature on these two issues
and consecutively derive our own definition.

3.2.2 Tasks of alliance management

In general, alliance capability literature has identified constituents of alliance
capability in terms of the skills needed to address important areas of alliance
management as the alliance relationship passes through the various stages of
its life cycle. Typically, these studies refer to challenges and tasks that arise
as at different stages in the course of the alliance lifecycle (e.g. Child and
Faulkner, 1998, Doz and Hamel, 1998). Figure 3.1 illustrates a simplified
overview of the different phases involved.

Figure 3.1:  Life cycle of alliance relationships

Alliance D Partner \ Negotiaﬁon\ Operation &\ .
. b - Evalution
strategy selection < &governance management }
/ / /

/

Source: adapted from Dyer, Kale and Singh (2001) and Das and Teng (1997)

In short, the first stage of the alliance life cycle generally refers to the devel-
opment of an alliance strategy that sets the goals of the alliance at hand. The
second stage involves the screening and selection of alliance partners, where
both, cooperative and business compatibility, are assessed in depth. The
third stage of the alliance life cycle evolves around the negotiation of the
alliance contract, e.g. deciding upon mutual contributions in terms of finan-
cial or technological investments as well as the choice of governance struc-
ture. The fourth stage addresses daily operations of the alliance and requires
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the coordination and distribution of alliance tasks and responsibilities
among alliance staff. Finally, as the alliance relationship evolves to the fifth
stage, the alliance relationship has to be evaluated in terms of goal accom-
plishment and whether the relationship is worthwhile to continue, renegoti-
ate, or to be terminated. Notably, studies differ on the terminology and
number of these life cycle stages. Nevertheless, the description of these
stages appears quite similar.?

In an attempt to define the constituent elements of alliance capability, alli-
ance scholars proposed various skills that are crucial in order to manage the
alliance as it passes through the stages of the lifecycle. For instance, referring
to the different stages of the alliance lifecycle, Simonin (1997) defines alliance
capability as the skills in identifying, negotiating, monitoring and terminat-
ing collaboration’. Similarly, Lambe et al. (2002) defines skills in ‘finding,
developing and managing alliances’ to constitute alliance capability.
Furthermore, Gulati (1999: 402) defines alliance capability as the ability of
firms to ‘form alliances with greater ease’ hence merely emphasising the
formation phase of the alliance life cycle. Moreover, Schreiner et al. (2009)
conceptualise alliance capability in terms of the skills that are critical in the
post formation phase of the alliance relationship and thus omitting the forma-
tion and governance aspects of alliance management. Schreiner et al. (2009)
suggest coordination, communication and bonding skills to constitute alli-
ance capability as these skills are crucial in addressing the issues of coordi-
nation failures, communication lapses and underdeveloped personal bonds
that potentially arise in any alliance relationship.

Critically reflecting on these definitions, we note that some of these appear
to concentrate on a certain stage of the alliance lifecycle only; e.g. the forma-
tion stage as proposed by Gulati (1999) or the post-formation phase as pro-
posed by Schreiner et al. (2009).

8 For instance, Dyer et al. (2001) identify the following five phases - alliance business case,
partner assessment and selection, negotiation and governance, management, assessment and
termination. Das and Teng (1997) who specify alliance strategy, partner selection, negotiation
and formation, operation and finally evaluation and modification as the five stages of any alli-
ance relationship provide a similar differentiation. Another example with four stages only is
given by Spekman et al. (1996) who differentiate between anticipation, engagement and valua-
tion, coordination and investment, and stabilisation and decision.
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By only focussing on the skills necessary for a particular stage in the alliance
life cycle, these definitions provide a limited indication of the constituent
elements of alliance capability. Furthermore, we like to add that Schreiner’ et
al. (2009) emphasis on coordination, communication and bonding skills ap-
pear to solely address challenges that might arise during the operation phase
of the alliance; thus, they support neither the formation phase of the alliance
nor the evaluation and termination phase of the relationship. We argue that
the challenges and tasks that arise during all the stages of the life cycle are
equally important and need to be addressed effectively.

The definition by Lambe et al. (2002) suffers from the fact that ‘management
of alliances’ is included into the definition of alliance capability as a separate
skill. However, we would like to point out that firms develop alliance capa-
bility in order to manage their alliances effectively. Therefore, alliance man-
agement should not be regarded as a separate skill but as the overarching
aim of alliance capability. Hence, a definition of alliance capability needs to
specify which skills are crucial to the management of alliances as the alliance
passes through its life cycle. In this respect, the definition by Simonin (1997)
appears to be clearest in terms of specifying the skills that are crucial to alli-
ance management and thus constitute alliance capability.

In concluding what constituted alliance capability, we would like to boil
down the various stages of the alliance lifecycle into the three phases only,
namely, formation, operation and evaluation. We propose that a formation
phase comprises the setting up of an alliance strategy, partner selection and
negotiating of the alliance deal, while the operation and evaluation phases
correspond to the initial phases in figure 3.1. Consequently, we delineate
that alliance capability needs to address the formation, operation and
evaluation of alliance relationships.

3.2.3. The organisational determinants of alliance capability

Some of the definitions in table 3.1 do not refer to the tasks that alliance ca-
pability needs to address, but indicate the underlying learning processes that
enable firms to build alliance capability. For instance Kale et al. (2002, p.750)
define alliance capability as the firm’s ability to effectively “capture, share
and disseminate the alliance management know-how, associated with prior
experience”. Similarly, Draulans et al. (2003, p. 152) define alliance capability
as “the ability to create successful alliances, based on learning about alliance
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management and leveraging alliance knowledge inside the company”.
Herewith these definitions refer to alliance capability as a learning capability
of alliance management. Two important issues are highlighted by these
definitions, namely prior experience in managing alliances as well as the
firm’s ability to transform this experience into accessible lessons on alliance
management that can be shared and disseminated throughout the organisa-
tion. Herewith these definitions refer to theoretical underpinnings of organ-
isational capability development.’

Alliance experience is defined as the expertise on alliances generated
through prior alliances (Gulati, 1995; Kale et al. 2002). By engaging in nu-
merous strategic alliances, firms learn the crucial aspects of alliance man-
agement; e.g. recognizing potential pitfalls and troublesome situations in the
collaboration (Anand and Khanna, 2000; Heimeriks and Duysters, 2007). As
a result, experience is understood as repeated learning from practice over
time. Accumulating alliance experience is therefore suggested to be a key
determinant in alliance capability building.10

While acknowledging the important role of alliance experience, other schol-
ars emphasise the importance of learning mechanisms for alliance capability
building. As Kale et al. (2002) remarks, alliance experience is a necessary but
not sufficient condition for alliance capability building as alliance experience
may have little impact unless the tacit experience is internalised into accessi-
ble lessons on alliance management (Kale et al., 2002).

Rather, by the use of learning mechanisms, firms are able to capture, share
and disseminate alliance management know-how, associated with prior
experience. Therefore, a firm’s ability “to create successful alliances, based on
learning about alliance management and leveraging alliance knowledge
inside the company” (Draulans et al., 2003, p. 152) does in fact refer to the
firm’s organisational learning mechanisms that allows the firm to transform
its prior alliance experience into accessible lessons on alliance management.
Hence, we can conclude that learning and sharing alliance expertise is cru-

® We take a closer look at (alliance) capability building in section 3.3, examining and discussing
the roles of experience and organisational routines in the capability building process

10 To capture the notion of experience on an empirical level, alliance literature often conceptual-
ises alliance experience in terms of the number of alliances a firm has been involved in over a
certain period of time.
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cial in the development of alliance capability as they generate the necessary
alliance know-how to manage alliances.

3.2.4 Deriving a definition of alliance capability

Reviewing the various definitions of alliance capability, we noted several
similarities and differences. Alliance capability studies have in common the
essential ideas, that:

(a) Firms can develop an organizational capability that is responsible for
the effective management of alliances.

(b) Alliance capability is as an organisation-wide proficiency in managing
alliances as opposed to alliance expertise residing in individuals in-
side the firm.

(c) Firms that have developed alliance capability are characterised by
having an institutionalised approach to learning about alliance manage-
ment that facilitates experience and expertise sharing throughout the
organisation

Yet, alliance scholars seem to disagree on whether to define alliance capabil-
ity in terms of its constituent elements or its underlying learning processes.
As a result, we find no clear-cut definition of alliance capability in alliance
literature. Moreover, we noted that extant definitions often suffer from tau-
tologies and equalisations. Therefore, to alleviate these shortcomings we
intend to derive a definition of alliance capability that addresses the multi-
dimensionality of the alliance capability construct.

Combining the insights on the underlying learning processes and the tasks
of alliance capability, we can derive that firms are in need of learning
mechanisms in order to generate the necessary alliance management know-
how, which in turn is necessary as to address the important managerial is-
sues of alliance formation, operation and evaluation.

Therefore, synthesising these insights, we define alliance capability as the
institutionalised approach to learning about alliance management in order to sup-
port the organisation in the formation, operation and evaluation of its alliances.

To complement our understanding of the nature of alliance capability, the

following section examines how firms develop the capability to manage

alliances.
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3.3 How to develop alliance capability?

The aim of this section is to describe how firms can develop alliance capabil-
ity. To this end, we present the theoretical underpinnings of alliance capabil-
ity research. In particular, we show how scholars have drawn upon evolu-
tionary economics, organizational learning, knowledge-based theory and
dynamic capability view of the firm to investigate the organisational deter-
minants of alliance capability building. How firms learn about alliance man-
agement is addressed by knowledge based view (Nonaka and Takeuchi,
1995; Grant 1996) and organizational learning theory (Levitt and March,
1988, Nonaka 1994). How firms translate their experience and what they
learn from it into repeatable patterns of action, i.e. routines, has been inves-
tigated by evolutionary economists (Nelson and Winter, 1982) and dynamic
capability scholars (Helfat and Peteraf, 2003; Zollo and Winter 2002; Eisen-
hardt and Martin, 2000; Teece et al., 1997). The following review intends to
illustrate how alliance research has drawn upon these four theories to ad-
vance our understanding of alliance capability building. We find these four
theories particularly insightful as they demonstrate how the development of
capabilities in general and alliance capability in particular rests upon unique
sources of knowledge.

3.3.1 Theoretical underpinnings of organisational capability development

As previously described in Chapter 2, organizational capabilities, whether
dynamic or operational, are conceptualised as bundles of routines; meaning a
collection of ‘patterned behaviour’ that are learned (Nelson and Winter,
1982). The notion of routines was first introduced by Cyert and March (1963)
and is now closely associated with the work by evolutionary theorists Nel-
son and Winter (1982). Seminal contributions to this debate have also been
provided by Herbert Simon, regarding the notion of bounded rationality,
and Michael Polanyi, regarding the distinction between explicit and tacit
knowledge that have lead to the evolutionary perspective of the firm as a
‘knowledge processor’. Polanyi (1966) defined tacit knowledge as nonver-
balizable, intuitive and unarticulated ("we know more than we can tell" 1966,
p-4) and explicit or codified knowledge as transmittable in formal and sys-
tematic language and hence storable. Adding a tacit dimension to the tradi-
tional concept of knowledge, knowledge was no longer seen as a non-
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exclusive public commodity (Coase 1937) but gained a ‘quasi-private’ di-
mension exclusive of the firm. Herewith, evolutionary economists stoutly
rejected the neo-classical assumptions of rational agents and profit maximis-
ing firms but instead emphasised the centrality of knowledge in production.
Nelson and Winter (1982) raised Polanyi’s distinction of tacit/codified
knowledge from the individual to the organizational (firm) level and posited
that tacit knowledge is found in individual skills on the personal level and in
routines at the organizational level. Routines present ‘rules’ that aid the
members of organizations to cope with bounded rationality and knowledge
processing. As such, routines act as repositories of knowledge (the cognitive
aspects of learning) but also act as mechanisms of governance!’. With the
emphasis on tacit knowledge, routines are suggested to function as durable
stores for non-codified knowledge, i.e. for procedural memory of the organi-
zation (Cohen and Bacdayan 1994).

Regarding the question how routines, and in effect, capabilities are devel-
oped, evolutionary economists suggest that routines are the result of past
experiential learning efforts and therefore evolve slowly on the basis of per-
formance feedbacks (Nelson and Winter, 1982). Performance feedbacks are
gained by experiential wisdom, as they are the results of “trial and error
learning and the selection and retention of past behaviour” (Gaveti and
Levinthal, 2000:113). Therefore, following the view of evolutionary econo-
mists, routines are the building blocks of organizational capabilities and can
only be accumulated by experiential learning.

Drawing upon the knowledge based view (Nonaka and Takeuchi, 1995;
Grant 1996), scholars emphasise the necessity to transform tacit knowledge
generated by experiential learning into codifiable lessons that can be shared
in order to enable organization-wide learning and capability building (Zollo
and Winter, 2002; Eisenhardt and Martin, 2002, Zander and Kogut, 1995).
For instance, as Eisenhardt and Martin (2002, p. 1114) remark, “while re-
peated practice (experience accumulation) per se can contribute to the evolu-
tion of capabilities, the codification of that experience into technology and
formal procedures makes that experience easier to apply and accelerates the

11 Cohen et al. (1996) suspect that the conceptual difficulty on the exact definition of routines in
literature stems from this double character of routines ascribed by Nelson and Winter (1982).
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building of routines”. Nonaka (1994) explicitly documents the knowledge
conversion process and interaction between tacit and explicit knowledge. He
distinguishes four types of knowledge-related processes that form a “spiral-
ling” knowledge process interaction between explicit and tacit knowledge.
‘Socialisation” involves the sharing of tacit knowledge through shared ex-
perience while ‘combination” “involves the use of social processes to com-
bine different bodies of explicit knowledge held by the individual” (p.19).
These first two types of Nonaka’'s knowledge-related processes do not imply
any transformation of tacit into explicit knowledge, yet the following two
do: The third mode of knowledge conversion, ‘externalisation’, converts tacit
knowledge into explicit knowledge, while the fourth mode ‘internalisation’
transforms explicit knowledge into tacit knowledge.

Building upon this concept, Zollo and Winter (2002) propose two learning
mechanisms, knowledge articulation and codification, that convert tacit into
explicit knowledge and hence support the development of routines. Knowl-
edge articulation describes the expression of internalised (thus tacit) lessons
learnt, opinions and beliefs. It is a widely shared opinion within the schol-
arly debate that knowledge articulation allows important collective learning
to take place (Nonaka and Takeuchi, 1995, Argyris and Schon 1978, Duncan
and Weiss 1979). Through collective discussions, debriefing sessions and
performance evaluations, members of the organization can gain a clearer
understanding of the overall performance implications of their actions and
learn more effective ways to execute certain organizational tasks (Zollo and
Winter, 2002). Cowan, David and Foray (2000) observe that firms differ con-
siderably by the degree to which they transform potentially articulable
knowledge into actually articulated statements.

Knowledge codification reaches beyond knowledge articulation. This term
describes how individuals codify their understanding of outcome implica-
tions of their actions in the form of written tools such as guidelines or project
management software that is intended to support the execution of future
tasks (Zollo and Winter, 2002). Through the codification process, causal link-
ages between actions and outcome implications are made explicit, which
allows for improved coordination and implementation of complex activities.
Hence, knowledge codification facilitates the diffusion of tacit knowledge
after it has been articulated (Winter 1987, Zander and Kogut 1995, Nonaka
1994).
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Consequently, drawing on these theoretical insights, Zollo and Winter (2002)
emphasise that organisational capabilities “emerge from the coevolution of
tacit experience accumulation processes with explicit knowledge articulation
and codification activities” (p.344). Similarly, Kale et al (2002, p.749) empha-
sise that “organizational capabilities develop as a result of recombining
and/or integrating knowledge within the firm” and that “firms will likely be
more effective at capability development when they develop mechanisms
that are purposefully designed to accumulate, store, integrate, and diffuse
relevant organizational knowledge acquired through individual and organ-

izational experience” .12

3.3.2 Building alliance capability

Based on these theoretical perspectives on organisational capability build-
ing, alliance scholars have suggested various processes, routines, and
mechanisms for building alliance capability. In the course of reviewing these
studies, the reader will soon note that these terms are used loosely and inter-
changeably in alliance literature. Often we find additional terminologies
such as ‘management tools and techniques’(e.g. Parise and Casher, 2003,
Duysters and De Man, 2002) which refer to the underlying processes of alli-
ance capability building. Since all these studies draw on the same theoretical
foundation, we can safely assume that these different terms commonly refer
to a repeatable and standardised pattern of action with regard to alliance
management. Hence, we will use routines and mechanisms interchangeably

as well. Interesting for our review are the different types of mechanisms

12 As can be seen from this quote (Zollo and Winter, 2002) it must be noted that Zollo’s and
Winter’s usage of their key terms is anything but clear-cut. Due to these ambiguities, it remains
unclear whether they refer to experience or knowledge. Another important shortcoming is that
Zollo and Winter (2002), Winter (1987), Zander and Kogut (1995), Nonaka (1994) and Nonaka
and Takeuchi (1995) claim, on the one hand, that tacit knowledge can not be formalised but, on
the other hand, they seem to suggest that it can be articulated and thus made explicit. Here lies
a fundamental contradiction of all approaches that operate directly or indirectly on the basis of
Nonaka’s and Takeuchi’s concept of the knowledge spiral: that tacit knowledge cannot be writ-
ten down but obviously can be articulated in words that can be written down. Unfortunately,
this obvious contradiction has not been made subject of the ongoing debate so far and therefore
has not been resolved yet. Thus, it must be stated that these approaches, however influential
and meaningful they are for the subject under scrutiny, are built upon a proposition that repre-
sents rather an improvable axiom than validated (academic) knowledge.
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described in alliance literature that are suggested to underlie alliance capa-

bility building.

One group of alliance studies focuses on alliance learning mechanisms. Indi-
rectly referring to the Nonaka ‘s (1994) SECI model®® and building upon
Zollo and Winter’s (2002) notion of knowledge articulation and codification,
Kale and Singh (2007) propose an ‘alliance learning process’ that entails the
articulation, codification, sharing and internalization of alliance manage-
ment know-how. “Such learning processes may be especially important in
the context of building skills to manage tasks or activities that occur repeti-
tively” (Kale and Singh, 2007, p. 984) and hence support the development of
alliance capability. For instance, the authors suggest the use of debriefing
sessions and record keeping of all major alliance-related activities to facili-
tate knowledge articulation, the use of collective meetings to encourage in-
dividual managers to share their personal alliance management experience,
and the use of in-house and external alliance trainings to foster knowledge
internalisation.

An important step in these learning processes is the codification of alliance
know-how associated with prior experience into accessible lesson on alliance
management. These can take the form of guidelines, manuals and standard-
ised processes to support and guide support alliance staff in the execution of
their daily tasks. Firms can use standardised processes with regard to part-
ner selection (Harbison and Pekar, 1998) alliance evaluation and monitoring
benchmarking (Draulans et al, 2003) and facilitating (or protecting, if
needed) knowledge exchanges between partner firms. Individually tailored
partner programmes, partner portals, intranet, joint business planning and
the use of mediators encourage joint problem solving and allow for mutual

value creation.

Other studies emphasise the importance of establishing an alliance infra-
structure consisting of alliance staff, communication and incentive systems
that support the day-to-day execution of the firm’s alliance strategy (Bam-
ford et al., 2003). To allocate resources and coordinate alliance relevant ac-
tivities, a number of alliance management mechanisms need to be designed

13 SECI presents the four knowledge conversion modes of socialization, externalization, combi-
nation, and internalization
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that specifically act as a central coordination mechanisms (Harbison and
Pekar, 1998) or coordinative capacity (Teece and Pisano, 1994; Kale and
Singh, 1999; Nault and Tyagi, 2001). Establishing an alliance department
(Kale et al., 2002) or alliance office (Borker et al., 2004) facilitates the coordi-
nation of alliance-related activities. Here, alliance scholars emphasise the
importance of individual positions or units dedicated to the management of
alliances (Spekman et al, 1999) To further support the execution of alliance
management, sophisticated incentive systems (Greenhalgh, 2001) are part of
the alliance infrastructure and induce continuity among personnel, a crucial
condition for a continuous base of knowledge absorption in the alliance
(Leonard-Barton, 1995). Rewards and bonuses schemes can prove a useful
means to this end (Aldrich, 1999).

Duysters and de Man (2002) collecting up to thirty-four alliance manage-
ment mechanisms from various sources in academic and managerial publi-
cations provide one of the most comprehensive overviews of different alli-
ance mechanisms. Table 1 gives an overview showing these mechanisms
divided into four categories. The first group of alliance mechanisms are
termed ‘alliance tools’, which are practical mechanisms that aid the process
of day-to-day management of alliances. The second group of alliance
mechanisms consist of alliance functions, which refer to individual positions
or units dedicated to the management of alliances. The third group of alli-
ance mechanisms is found in control and management processes that ease
coordination between individuals and units by establishing both tacit and
explicit rules for coordination (Kogut and Zander, 1996). External parties,
such as consultants, lawyers, financial experts or conflict mediators form the
fourth group of alliance mechanism. External parties can complement the
alliance knowledge of the company and bring in a good portion of objectiv-
ity and alliance experience.
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Table 3.2:  Alliance management mechanisms

Alliance Tools

Alliance best practices, alliance database, alliance handbook, alliance management development
program, alliance metrics, competency framework, cross-alliance evaluation, culture pro-
gramme, external alliance training, in-house alliance training, individual evaluation, intranet,
joint business planning, partner portal, partner programme, standard partner selection ap-
proach

Alliance Function
Alliance department, alliance managers, alliance specialist, gatekeeper, vice-president of alli-
ances

Alliance Processes
Formal experience exchange, approval processes in place, rewards and bonuses for alliance
manager

External parties
Consultants, financial experts, legal experts, mediators for conflict resolution

Source: Duysters and de Man (2002)

Clearly, alliance literature is filled with examples of alliance mechanisms
and routines. Part of these studies focus on a single or a few alliance mecha-
nisms only. Due to the exclusive focus on a particular type of alliance
mechanism, these studies do not indicate (1) whether different types of alli-
ance mechanisms are necessary to build alliance capability and if so, (2)
what different types of alliance capability underlie the development of alli-
ance capability. For instance, the study by Kale et al (2007) rightly empha-
sises the importance of mechanisms for knowledge articulation and inter-
nalisation - yet without specifying whether these types of mechanisms suf-
fice for alliance capability building or whether other mechanisms are neces-
sary as well. Since each study focuses on a certain type of alliance mecha-
nism, no comprehensive understanding is generated.

Other studies, such as by Duysters and de Man (2002) provide an exhaustive
list of various alliance mechanisms that are at the disposal of companies to
support alliance management. However, it does not become clear how these
mechanisms contribute to the development of alliance capability. The ques-
tion arises, what are the underlying purposes of these mechanisms in alli-
ance capability building.

Therefore, in the following section we intend to derive different types of
alliance mechanisms that are necessary for alliance capability building. We
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classify types of alliance mechanisms in terms of the purpose they serve in
alliance capability building.

3.3.3 Discussion
Reflecting on the various examples of alliance mechanisms, we find that two
issues are recurring in many studies. While some studies emphasise learning
mechanisms, other studies focus on mechanisms that support the execution
of alliance management. Therefore, we find that alliance capability mecha-
nisms serve two important purposes in capability building:

(a) knowledge augmentation and transfer,

(b) knowledge application.

In the first case, mechanisms are designed to augment and transfer alliance
know-how associated with prior experience. Examples of these mechanisms
are collective meetings to encourage sharing of personal alliance manage-
ment experience and the use of in-house and external alliance trainings to
foster knowledge internalisation (Kale and Singh, 2007). In the second case,
mechanisms are designed to apply alliance know-how to the management of
alliances. Here, we can differentiate between mechanisms that constitute an
alliance infrastructure responsible for the coordination and execution of
alliance related activities (e.g. alliance office, alliance staff), and standardised
processes that guide alliance staff in the execution of alliance related activi-
ties (e.g. standardised partner selection programs, alliance evaluation tech-
niques).
Therefore, we delineate three types of alliance mechanisms according to
their purpose in alliance capability building:

1) knowledge augmentation and transfer mechanisms

2) alliance infrastructure and functions

3) standardised management processes
By designing these different types of mechanisms, firms can develop alliance
capability, which in turn supports them in the management of their alliances
(i.e. supports the firm in the formation, operation and evaluation phase of

their alliances.)
Clearly, these three types of alliance mechanisms are closely intertwined. An

alliance department (Kale et al. 2002) or alliance office (Borker et al.,2004)
provides the infrastructure in which alliance staff carries out its daily tasks
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of alliance management with the help of guidelines and standardised proc-
esses. However, it is also responsible for the accumulation and internalisa-
tion of alliance know-how by means of knowledge augmentation and trans-
fer mechanisms, and the codification of this know-how into standardised
management processes and guidelines. Hence, an alliance infrastructure
facilitates the augmentation and transfer of knowledge within the organisa-
tion as well as the execution of alliance know-how to the management of the

firm’s management

Table 3.3 indicates the three categories of alliance mechanisms and provides
examples of mechanisms for each of these categories. Hereby we adopt the
list of alliance mechanisms provided by Duysters and de Man (2002) as this
list provides the most comprehensive overview in extant alliance capability
literature. Noteworthy, the categorisation by Duysters and de Man (2002)
does not reflect the classification of mechanisms into three categories.
Rather, their first category ‘alliance tools” appears to comprise both ‘learning
mechanisms’ (e.g. training programmes) as well as standardised processes
(alliance evaluation). To rearrange these thirty-four alliance mechanisms
gathered by Duysters and de Man (2002) into our three categories of alliance
mechanisms, we examine each of these mechanisms separately and classify
them according to the main purpose they serve in alliance capability build-
ing.

For our first category ‘knowledge augmenting and transfer mechanisms’, we
include all training programmes and mechanisms that facilitate the sharing
of experience residing in individuals (intranet, in-house knowledge, best
practices). For our second category ‘infrastructure and functions’, we include
alliance department, alliance staff, incentive schemes, as well as internal and
external experts as these introduce the firms to novel alliance management
practices and guide the firm's management in alliance-relevant legal and
financial matters. For our third category ‘standardised processes,” we in-
clude various alliance evaluation techniques and metrics, as well as mecha-
nisms that facilitate the interaction and communication with alliance part-

ners (e.g. joint business planning, partner programs, partner portals).
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Table 3.3:
ity building

Alliance mechanisms categorised in terms of main purpose in alliance capabil-

Knowledge augmentation and
transfer mechanisms

Infrastructure and
functions

Standardised processes

In-house alliance training

Alliance department

Individual evaluation

External alliance training

Alliance managers

Joint evaluation

Culture program

Alliance specialist

Cross alliance evaluation

Intercultural training

Vice president

Alliance metrics

In-house knowledge

Local alliance managers

Alliance handbook

Formal experience exchange

Gatekeeper

Standard partner selection

Alliance management develop-
ment program

Rewards for alliance
managers

Approval processes

Best practices

Rewards for business
managers

Alliance database

Competency framework

Mediators

Partner program

Intranet Financial experts Partner portal
Legal experts Joint business planning
Consultants Country specific policies
Total: 10 Total: 12 Total: 12

3.4 Conclusion

Our examination of the notion of alliance capability revealed two important
issues in extant literature. First, we found no single clear-cut definition of
alliance capability. While one type of definitions indicates the underlying
learning processes that enable firms to build alliance management expertise,
other definitions address tasks of alliance management. However, we argue
that a definition of alliance capability needs to specify both the underlying
organisational determinants as well as the tasks of alliance capability. Dis-
cussing literature on these subjects, we define alliance capability as the insti-
tutionalised approach to learning about alliance management in order to support the
organisation in the formation, operation and evaluation of its alliances.

We then reviewed alliance literature on alliance capability building and
noted a distinct emphasis on the important role of organisational routines
and mechanisms in capability building. Alliance literature has generated
numerous examples of alliance routines and mechanisms that are important
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for alliance capability building. However, alliance studies usually emphasise
one type of alliance mechanism. As a result, alliance literature remains
fragmented and lacks a comprehensive understanding of the different types
of alliance mechanisms needed to build alliance capability.

To address this shortcoming, we reviewed various examples of alliance
mechanisms and categorised these with regard to their main purpose in
alliance capability building. Synergising the insights on what constitutes
alliance capability and how firms develop alliance capability, we draw fol-
lowing conclusion. As we have discussed, the formation, operation and
evaluation of alliances are the three important tasks of alliance management.

To excel in these tasks and to attain successful alliance outcomes, the firm is
in need of developing alliance capability by

(1) designing routines to acquire, integrate and diffuse alliance know-
how,

(2) creating an alliance infrastructure and functions (including alliance
office and staff) to coordinate and apply alliance know-how to the
tasks of alliance management,

(3) generating standardised processes that guide alliance staff in the
management of the firm’s alliances.

These routines and processes facilitate an institutionalised approach to learning
about alliance management. Therefore, we can refine our definition of alliance
capability by incorporating our insights on the different types of alliance
mechanisms. Consequently, we restate our definition of alliance capability as
the firm’s specific learning routines, infrastructure and standardised processes that
support the firm in the formation, operation and evaluation of its alliance relation-
ships.
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CHAPTER4 DATA AND SAMPLE

4.1 Introduction

The main goal of this thesis is to investigate how firms can successfully
manage their portfolio of alliances. By adopting an alliance capability view
to researching this question, we are particularly interested in the effective-
ness of alliance capability mechanisms in raising alliance portfolio perform-
ance. In the preceding theoretical chapters, we discussed the important roles
and types of alliance mechanisms in building alliance capability. In the suc-
ceeding empirical chapters, we intend to examine empirically the effective-
ness of alliance mechanisms in raising alliance portfolios. To this end, we
will take into account the heterogeneity in firms’ levels of alliance experience
and alliance portfolio configurations and thus examine the effectiveness of
alliance mechanisms given a certain level of experience and portfolio con-
figuration. By taking into account that firms differ in their level of alliance
experience and portfolio configuration, we can give recommendations that
are more precise with regard to which alliance mechanisms are most effec-
tive in raising portfolio performance.

In order to research how firms can successfully manage their portfolio of
alliances, we need data on the

(1) performance rates of firms’ alliance portfolios

(2) usage of alliance capability mechanisms by firms

(3) level of alliance experience accumulated by firms

(4) size of firms’ alliance portfolios

(5) diversity in firms’ alliance portfolios

Our review of existing, publicly accessible databases indicated that none of
these provided comprehensive information on our five issues. For instance,
the ‘Securities Data Company (SDC) Platinum’ database from Thomson Fi-
nancial, or the CATI-MERIT database has been used by numerous alliance
researchers to collect data on strategic alliances (Anand and Khanna, 2000;
Bae and Gargiulo, 2004; Kale et al., 2002; Reuer et al., 2002). However, these
databases provide no data on the individual firms’ management practices,
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levels of alliance experience or portfolio configurations. Therefore, it became
apparent that we could not rely on secondary data, but needed to create an
own, proprietary, dataset.

In the following sections, we describe the motivation and background of this
study (section 4.2), explain the research design (section 4.3), describe the
design of the questionnaire (section 4.4) and the execution of the survey (sec-
tion 4.5). Finally, we provide a description of our sample (section 4.6). Please
note that the descriptions of our variables and analytical techniques for our
empirical analyses will be provided separately in the respective chapters.

4.2 Motivation and Background

Given the strong coincidence of academic research interests and business
orientation of this study, it was desirable to design the empirical part of this
thesis in a way that, on the one hand, guarantees that relevant firms (i.e.
firms that active in alliances), are inquired and, on the other hand, that the
research questions cover topics that are of interest to practitioners and aca-
demia.

To this end, we have established a close collaboration with the Association
of Strategic Alliance Professionals (ASAP), a non-profit organization estab-
lished in 1998 with 2000 members worldwide. ASAP’s main objectives in-
clude the dissemination of research on alliance best practices, the provision
of alliance educational programs and repository, and exchange of alliance
management relevant knowledge among its members. Consequently, this
organisation provides the probably best partner that can be found for a
study with the objectives described above.

Since 2002, ASAP supports regularly surveys on its members in order to
deepen insights in the functioning and problems of alliances and alliance
management. Our study constitutes the ‘second state of alliance manage-
ment’. Before the survey used for this study was carried out, the first survey
took place in 2002. While the overall topic of these surveys remained the
same (i.e. to assess the state of alliance management among firms globally),
the concrete questions that were asked differed from survey to survey. In
particular, our survey included additional questions on the size and struc-
ture of alliance portfolios in order to allow us to investigate how firms can
manage their alliance portfolios most successfully.
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4.3 Research design

In the following, we describe the main choices we faced when designing the
research for this study. The purpose of this study is mainly descriptive, as
we aim to investigate how firms can successfully manage their alliance port-
folios by means of accumulating alliance experience and the use of alliance
mechanisms. We chose for a statistical study versus a case study, as we aim
for breadth rather than depth. A statistical study allows us to test our hy-
potheses and research questions quantitatively.

The time dimension of our study is set to be cross-sectional as to allow us to
take a snapshot of one point in time. A longitudinal study seemed desirable
as well, as to allow us to track changes in alliance management and per-
formance over time. However, given the limited time and budget available
for this study, we chose a cross-sectional setting.

Regarding the method of data collection, we had to consider whether to
conduct our survey by means of personal or telephone interviews or by
means of mail or on-line survey. We choose for an online questionnaire as to
reach as many companies as possible with little costs involved.

ASAP provided us with their contact list of companies that are active in alli-
ances; that is, all respondents indicated to be involved in at least one alliance
relationship. The contact list included 6612 email addresses. Therefore, we
defined our target population as these 6612 contacts of alliance managers
and VP of companies. We decided to contact each of these persons. Our
sample would include all persons that answered our questionnaire.
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4.4 Designing the questionnaire

The questionnaire is divided into four parts. In total, we posed 59 questions
in total.

(1) Company demographics

(2) Alliance background

(3) Types of alliances formed

(4) Alliance capability mechanisms

The first section of our questionnaire inquired the demographics of the re-
sponding firms. Respondents were asked to indicate the ‘number of employ-
ees of parent company’, the “total worldwide sales volume of the previous
year’ and ‘the primary industry’ in which the company is active. To ease the
answering process, we provided ‘ranges’ for the first two questions, and a
list of industry names as well as the option to write the industry down.

The second section of our questionnaire investigated the alliance back-
ground of the respondents. In particular, we asked about the performance
rate of the firm’s alliances as well as the firm’s alliance experience. One im-
portant point of discussion during the development of this questionnaire
regarded the appropriate measurement of alliance performance. Essentially,
alliance literature on measuring alliance performance is divided into two
categories. While some scholars use objective, financial measures such as
revenues and costs (e.g. Contractor and Lorange, 1988) or profitability and
sales growth (Mohr and Spekman, 1994), others advocate the subjective
managerial assessment of alliance performance (e.g. Anderson and Narus,
1992; Beamish, 1984; Hebert and Beamish, 1997; Mohr and Spekman, 1994;
Parkhe, 1993; Saxton, 1997). With the exception for joint ventures that are
separate legal entities, we find that traditional financial or accounting meas-
ures are incapable of capturing whether or not the alliance has been a suc-
cess in terms of fulfilling its initial goals. Therefore, in line with previous
studies, we relied upon the managerial assessments of alliance performance,

14 Noteworthy, as we collaborated with ASAP and Cisco Company, we included eight addi-
tional questions that were not directly relevant to this study.
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measuring alliance success as the percentage of alliances where the firm’s
initial goals were realized (Kale, Dyer and Singh, 2002).

Important to note, the level of analysis of our study is the performance of the
entire alliance portfolio. Traditionally, alliance studies focussed on the per-
formance of the firm’s individual alliance. Since we are interested to exam-
ine how firms can successfully raise the performance of their alliance portfo-
lio, the later is the unit of analysis for this study. For the respondents of our
questionnaire this implied that they had to indicate the company’s overall
alliance success rate; i.e. the percentage of alliances where the initial goals
were realized over the last five years.

Furthermore, to capture the notion of experience on an empirical level, alli-
ance literature often conceptualises alliance experience in terms of the num-
ber of alliances a firm has been involved in over a certain period of time
(Anand and Khanna, 2000, Duysters and de Man, 2002). Following this ap-
proach, we asked respondents ‘how many alliances the company has estab-
lished over the last five years’.

The third section of the questionnaire inquired about the types of alliance
formed by the companies. These questions were relevant as to gain informa-
tion on the composition of firms’ alliance portfolios. We inquired about the
size of firm’s alliance portfolios as the number of simultaneous operational
alliances (Duysters and de Man, 2002, 2007; Heimeriks et al. 2008). We fur-
ther inquired about the types of functional activities in companies’ alliance
portfolios (e.g. R&D alliances, marketing alliances, etc), as well as the share
of foreign alliance partners, inter-industry alliance partners and competitors
in companies’ alliance portfolios.

The fourth section of the questionnaire inquired the usage of alliance capa-
bility mechanisms. Based on the exhaustive list by Duysters and De Man
(2002), we investigate the use of thirty-four different alliance mechanisms
(please refer to table 3.2 in Chapter 3). The investigation of these key vari-
ables of alliance capability are represented by thirty-four single-item dummy
variables, hence, the existence of a certain mechanism is measured by a
nominal variable. Therefore, a binominal scale (end-points of the scale con-
sist of two bipolar activities, i.e. yes versus no) is used to understand if a
company has a certain mechanism in place (Xc=1) or not (Xc=0).
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4.5 Execution of survey

We collected a sample of corporate data on firm’s alliance portfolios, alliance
management mechanisms, and overall alliance performance rates. An online
survey questionnaire was developed in cooperation with the Association of
Strategic Alliance Professionals to cover these areas of interest. The member-
ship database of this association was used to address the mailings to the key
informants on firms’ alliance activities and related management practices, in
this case to the vice presidents or top managers in charge of corporate alli-
ance management. These persons were used as key informants on their
firm’s alliance activities and related management practices. Each person
received an invitation by email with a personalized link to the online ques-
tionnaire, stating the purpose and importance of the research, as well as
assuring the confidentiality of the response. The online survey was accessi-
ble for 3 months (November 2006 until January 2007). A follow-up letter was
sent two weeks after the initial mailing in order to optimise the response
rate. A total of 181 responses from alliance managers were collected's; of
these, 97 responses were collected before the reminder was sent and the
remaining 84 responses were accumulated before the end of January 2007.
Excluding the emails that were returned because the address was apparently
wrong, the response rate is about 3% (6612 "valid" contacts in the database,
181 respondents). Although we did not get a high response rate in general,
we still collected a sufficiently large sample to perform meaningful statistical
analyse

Non-response analysis

Samples may suffer from unit non-response bias, i.e. when a potential re-
spondent cannot be reached or refuses to answer. To ensure that our dataset
is not biased due to unit non-response, the data is screened to compare a
number of respondent characteristics. These characteristics are examined to
understand if the sample is a good representation of the population. An
analysis is performed to verify if any unit non-response bias is apparent
using three variables to compare early versus late respondents. According to

15 The 181 responses entail responses by companies and their business units. We treat these
business units as economically independent subunits and therefore weight their answers as
equally important as responses given by the parent company.
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Kanuk and Berenson (1975) as well as Armstrong and Overt (1977) late re-
spondents can be assumed to be comparable to non-respondents. Respon-
dents were categorized as early respondents if they completed the online
questionnaire before the send out of the follow up mail (16.Nov. — 27.Nov
2006) and late respondents completed the survey after the follow up mail
(28. Nov. — 24.Jan. 2007). These three variables are firm size measured by the
number of employees of the parent company as well total worldwide sales
revenue and alliance performance. Chi-square tests for each of these meas-
ures show there is no difference between the two categories of respondents.
None of the three variables was significant at the 5% level. The chi-square
statistics show that no significant correlations were found between item
scores and survey response time. This indicates that there is no significant
unit non-response bias in our dataset.

To ensure that our dataset is not biased due to item non-response (i.e. re-
spondents do not answer all the questions) we used the Expectation-
maximization (EM) method to detect nonrandom pattern of missing values.
The EM Correlation matrix (graph too large to include) tests the hypothesis
of a random pattern of missing values. The Little’s MCAR test generates
following test results: Chi-Square = 2077.167, DF = 2144, Sig. = .846. The hy-
pothesis of random pattern of missing values cannot be rejected. Conse-
quently, this indicates that there is no significant item-non-response bias in
our dataset.

4.6 Description of sample

Table 4.1 depicts the distribution of firm size and sectoral breakdown of the
companies in our sample. The majority of companies (67%) in our sample
are large, with an employee base greater than one thousand persons. Next,
companies with less than 500 employees are well represented (26%) as well.
Only a minority of 5% of the companies have an employee base between 500
and 1000 employees. The respondents are from a variety of sectors; while the
majority of firms (21%) operate in the information and technology sector
(ICT), 13% operate in pharmaceutical/biotechechnology industries while
12% of companies are found in the software sector.
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Table4.1:  Sample description

Percentage
Firm size (number of employees)
small (<500) 28,2%
medium (500-1000) 5%
large (>1000) 66,9%
Primary industry
ICT 21%
pharma/biotech 13%
software 12%
manufacturing 8%
financial services 7%
public sector 7%
chemicals 2%

This sectoral breakdown is in line with previous findings that especially in
key industries such as telecommunication, computer hard- and software,
pharmaceuticals and biotechnology players frequently engage in strategic
alliances to access new and valuable resources, share the risks and rewards
for R&D intensive activities and maintain entire alliance portfolios (Wass-
mer, 2008). The majority of the respondents (68%) originated from the USA;
25% belonged to the European Union. Our sample includes a number of
major ‘global players’, often associated with telecommunications and com-
puter hard-and software industries.

Regarding the types of alliances used by responding companies, most alli-
ances in our sample (48%) are market oriented, meaning that they involve
co-marketing, co-promotion or business development alliances. Next, 14% of
alliances in our sample are research alliances. Distribution, supplier and co-
production alliances are less frequent (table 4.2).
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Table 4.2:  Types of alliances used by companies

Type of alliances Frequency (%)
Co-marketing alliances 48%

Research alliances 14%
Distribution alliances 13%

Supplier alliances 11%
Co-production alliances 10%

Other 4%

Regarding the distribution of alliance portfolio performance, table 4.3 illus-
trates that, a small group of companies (9%) are highly successful with alli-
ances. In fact, more than 80% of their alliances are a success. On the other
hand, there is also a small group of companies (9%) that have extremely low
success rates that are less than 20%. This distribution is in line with previous
findings (Duysters and de Man, 2002, 2007).

Table 4.3:  Alliance performance distribution

Alliance success rate Frequency (%)
percentage

0-20% 9 %

21-40% 27 %

41-60% 27 %

60-80% 28 %

81-100% 9%

Total 100%

Table 4.4 shows an overview of alliance mechanisms and their frequencies,
which make up the explanatory variables of this study. As the table illus-
trates, some alliance mechanisms are used more often than other mecha-
nisms. For instance, alliance managers, the implementation of in-house
knowledge, joint business planning and individual evaluation are the most
frequently used alliance mechanisms in our dataset. Alliance mechanisms
such as legal experts, intercultural training and mediators are the least fre-
quently implement mechanisms by companies.
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Table 4.4:  Frequency of implemented alliance mechanisms

Alliance mechanism Frequency
Alliance managers 84%
In-house knowledge 82%
Joint business planning 82%
Individual evaluation 81
Partner program 74%
Joint evaluation 74%
Approval processes 72%
Local alliance managers 70%
Best practices 70%
Intranet 60%
Alliance metrics 69%
Alliance department 67%
Standard partner selection program 66%
Partner portal 62%
Rewards for alliance managers 60%
Alliance specialist 58%
Alliance database 56%
VP of alliances 52%
Cross-alliance evaluation 50%
Financial experts 50%
Formal exchange of experience 48%
In-house alliance training 47%
Country specific policies 43%
Rewards for business managers 43%
External alliance training 42%
Consultants 41%
Competency framework 41%
Alliance handbook 37%
Alliance management development program 35%
Gatekeeper 30%
Cultural program 28%
Mediators 24%
Intercultural training 21%
Legal experts 12%

Based upon the presented characteristics, we can reasonably assume that our
sample is representative for the most active firms engaging in strategic alli-
ances. A detailed description of our variables and analytical techniques are
provided in the respective empirical chapters.
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4.7 Conclusion

It is the main goal of this study to assess how firms can successfully manage
their portfolio of alliances. By adopting an alliance capability view, we focus
on alliance mechanisms as a main determinant of alliance portfolio perform-
ance. Accordingly, we have designed a survey, which investigates the usage
of thirty-four alliance mechanisms, the performance rates of firm’s alliance
portfolios, the level of firms’ alliance experiences and the configuration of
firms’ alliance portfolios. This particular survey design allows us to assess
the effectiveness of alliance mechanisms in raising the performance of firms’
alliance portfolios given a firms’ level of alliance experience and type of alli-
ance portfolio configuration.

Based on our data sample, we are going to perform a number of statistical
tests in the succeeding chapters. In Chapter 5, we assess the effectiveness of
alliance mechanisms in raising alliance performance given a firm’s specific
level of alliance experience. Hereby we are going to identify how firms can
most effectively capitalise on their existing experience base by means of spe-
cific alliance mechanisms. In Chapter 6 and 7, we identify which alliance
mechanisms are most effective in raising performance given the particular
configuration of a firm’s alliance portfolio. Specifically, we identify which
alliance mechanisms are most effective in addressing the particular chal-
lenges that accompany an expansion in alliance portfolio size (Chapter 6)
and which alliance mechanisms are best suited to address the challenges that
arise with different levels of alliance portfolio diversity (Chapter 7).
Consequently, based on the results of these three empirical chapters we are
able to generate a comprehensive overview of alliance mechanisms that are
most effective in raising alliance portfolio performance given a firm’s level of
experience and type of alliance portfolio configuration.
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CHAPTER 5 DEVELOPING ALLIANCE CAPABILITY

5.1 Introduction

One of the fascinating aspects of researching alliances is the considerable
heterogeneity in alliance performance rates among firms. While some suc-
ceed, the majority of firms struggle to turn their alliances into a success
(Duysters and de Man, 2002, 2007). This heterogeneity in alliance perform-
ance rates has triggered scholars and practitioners alike to reveal the critical
success factors of alliance performance. In Chapter 2, we discussed impor-
tant theoretical perspectives on alliance success factors. We saw that tradi-
tional alliance literature has polarised on relational (trust, cultural fit) and
structural factors (choice of governance, resource fit) to explain conditions
for alliance success, while the emerging alliance capability view has directed
the focus to the internal, organisational determinants of alliance perform-
ance. Adopting the latter perspective, Chapter 3 discussed theories on capa-
bility building. Essentially, theory suggests two important organisational
determinants of alliance capability building, namely the accumulation of
alliance experience and the use of alliance mechanisms. In practice, the ques-
tion arises how firms can build alliance capability in order to raise perform-
ance levels.

In the current chapter, we aim to evaluate empirical alliance capability litera-
ture with regard to the extent to which this question has been explored, and
what issues remain to be answered. Overall, we can identify three distinct
groups of empirical alliance capability research. (To proxy the roles of alli-
ance experience and alliance mechanisms in alliance capability building,
extant empirical studies commonly test for a significant association to firm-
level alliance performance).

The first group of studies exclusively examines the direct effect of alliance
experience on alliance performance. While some studies confirm a positive
relationship between alliance experience and performance (e.g. Shan et al.,
1994; Anand and Khanna, 2000), other scholars maintain that accumulating
alliance experience does not increase alliance success indefinitely (e.g.
Rothaermel and Deeds, 2006).
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The second group of studies investigates the relative contribution of alliance
mechanisms to alliance performance, indicating that some alliance mecha-
nisms are more effective than others at raising alliance performance (e.g.
Heimeriks 2005; Kale et al. 2002).

The third group of studies suggests that at different experience levels differ-
ent alliance mechanisms are most effective in enhancing firm-level alliance
performance (Draulans, et al. 2003; Heimeriks, Duysters and Vanhaverbeke,
2007).

Evaluating state-of-the-art empirical alliance capability research, we identify
the following crucial shortcomings: By either examining alliance experience
or alliance mechanisms as sole determinants of alliance performance, the
first and second group of studies seem to investigate two sides of the same
coin. The third group of studies, however, does account for the important
roles of both alliance experience and mechanisms in alliance capability
building and further differentiates the effectiveness of alliance mechanisms
as a function of a firm’s level of alliance experience.

Given the nascent stage of alliance capability research, the relationship be-
tween alliance experience, alliance mechanisms, and alliance performance
remains ambiguous. In order to respond to these shortcomings, this chapter
is dedicated to researching the following three questions: (a) what is the
relationship between alliance experience and alliance performance, (b)
which alliance mechanisms are most effective in raising alliance perform-
ance and (c) is the effectiveness of alliance mechanisms dependent on the
firm’s level of alliance experience?

In addressing these issues, we aim to extend current empirical work and
hereby to contribute to the theoretical development of the alliance capability
discipline.

To answer our questions, we will first review and discuss state-of-the-art
empirical research on the relationships between alliance experience, alliance
mechanisms and firm-level alliance performance. By means of our quantita-
tive survey of 175 companies, we assess how firms can effectively develop
alliance capability and raise alliance performance rates.
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5.2 The roles of alliance experience and alliance mechanisms

in raising alliance performance

5.2.1 Alliance experience, alliance mechanisms and firm-level alliance performance
One stream of alliance research has investigated whether the accumulation
of alliance experience raises alliance performance.’® Several studies analysed
the direct effect of alliance experience on alliance performance (Shan et al.,
1994; Anand and Khanna, 2000; Kale et al., 2002). Shan et al. (1994) find a
strictly positive relationship between alliance experience and alliance out-
come where prior alliance experience spurs innovativeness of high-tech
start-ups. Along the same lines, investigating more than 2000 joint ventures
and licensing agreements, Anand and Khanna (2000) find that experienced
partner firms in R&D joint ventures created more value as their inexperi-
enced counterparts.

While acknowledging the important role of alliance experience, other schol-
ars emphasise the importance of learning mechanisms for alliance capability
building. As Kale et al. (2002) remarks, alliance experience is a necessary but
not sufficient condition for alliance capability building as alliance experience
may have little impact unless the tacit experience is internalised into accessi-
ble lessons on alliance management (Kale et al., 2002). Rather, by the use of
learning mechanisms, firms are able to capture, share and disseminate alli-
ance management know-how, associated with prior experience.

The limitations to the beneficiary role of alliance experience for superior
alliance performance is best illustrated by Draulans et al (2003) who find that
accumulating alliance experience does not increase alliance success indefi-
nitely. Draulans et al. (2003) find a curvilinear relationship between the
number of alliances a firm establishes (which they conceptualise as a proxy
for measuring alliance experience) and the performance rate of these alliance
portfolios (illustrated in figure 5.1). As Figure 5.1 indicates, the success of an
organisation’s alliances rises as it enters into more alliances. However, a
limit to learning-by-doing is reached (at the point of six alliances) where
little improvement in alliance success is gained from entering into further
alliances (Draulans et al., 2003: 155).

16 Clearly, measures for alliance experience and alliance performance differ among these
studies. Chapter 4 discusses different approaches on how to measure these variables.

79



Figure 5.1:  Relationship between the number of alliances (proxy for alliance experience)
and the success of the organisation’s alliances.
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Source: Draulans et al. (2003)

Therefore, a majority of alliance capability studies has shifted its focus to
investigating the role of alliance mechanisms in raising firm-level alliance
performance.

Broadly speaking, alliance capability studies usually adopt one of three
common methods to test the relationship between alliance mechanisms and
alliance performance. One method is focussed on the exclusive testing of a
single alliance mechanism. Usually, these studies first present the selected
alliance mechanisms in great detail and then test for its impact on firms’
alliance performance. Studies by Kale et al. (2002) and Borker et al. (2004)
prove illustrative of this method. Measuring firm-level alliance success
through abnormal stock market gains following alliance announcements and
managerial assessments of long-term performance, Kale et al. (2002) propose
that firms that created a ‘dedicated alliance function’ (i.e. a separate organ-
izational unit dedicated to the management of alliances) achieve greater
alliance success. Herewith, Kale et al. (2002) implicitly assume that the use of
a dedicated alliance function can be seen as a proxy to the presence of a
firm’s alliance capability. Moreover, Borker et al. (2004) similarly focus on
one particular alliance mechanism, advocating the implementation of a so-
called ‘alliance office’ that ensures the coordination of all alliance-related
activities and thus is suggested to secure firm-level alliance performance. An
alliance office is defined to be responsible for ‘institutionalizing supportive
processes and tools, developing and sharing alliance know-how, embedding
the right alliance mindset and analysing alliance patterns in order to learn
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from experience’ (Borker et al., 2004:4). Especially the notion of a ‘dedicated
alliance function” has been quickly adopted among alliance capability schol-
ars. Important to notice, many scholars seem to be content to limit their ex-
amination to only this alliance mechanism. For instance, Lichtenthaler and
Lichtenthaler (2004) recommend the use of an alliance function to manage
international R&D alliances, without considering other potentially important
alliance mechanisms. Similarly, Sarkar et al. (2009) exclusively examine the
importance of a dedicated alliance function in managing alliance portfolios.

A second method operationalises alliance capability as the sum of a firm’s
alliance management practices. For instance, in the study by Heimeriks and
Duysters (2007) alliance capability is proxied by the sum of a firm’s alliance
management practices, ranging from a score between zero to thirty-four,
depending on the number of mechanisms in use (Heimeriks and Duysters,
2007:35). Their study confirms a positive relationship between alliance capa-
bility (sum of mechanisms) and alliance performance.

Yet, as a third group of studies illustrates, firms can choose from a variety of
alliance mechanisms to manage their alliance. In this regard, Duysters and
de Man (2002) have conducted one of the most comprehensive studies on
this subject, identifying and collecting up to thirty-four alliance management
mechanisms that present a proxy for the alliance related organizational
processes.'” This groundbreaking list has been (fully or partially) adopted by
subsequent studies, which probe the importance of these mechanisms for
alliance capability building and alliance performance (Draulans et al., 2003;
De Man, 2005; Heimeriks, 2005; Heimeriks, Duysters and Vanhaverbeke,
2007; Heimeriks and Duysters, 2007).

For instance, an interesting application of this list of thirty-four alliance
mechanisms is conducted by De Man’s (2005) comparison of the strength of
alliance capability in Europe and North America, which reveals significant
differences in the usage of these mechanisms between these two regions.

17 Since this is the most comprehensive list and because this differentiation is widely accepted in
alliance management research, it has also been used for the ASAP survey (2007) that provided
the data to this study (please refer to Chapter 4). This provides an opportunity to associate and
compare results across different studies and contribute new insights in this part of the academic
and practical discourse.
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European firms were found to rely heavily on know-how of individual em-
ployees and lack institutionalised processes for managing alliances.

In contrast to their American counterparts, only a few European firms were
found to have built up professional alliance management.

Moreover, the relative contribution of these mechanisms on alliance per-
formance is tested by a study of Heimeriks (2005). By means of discriminant
analysis, his results indicate that high-performing alliance firms have a sig-
nificant higher number of important functions in place than low-performing
firms, e.g. the use of VPs of alliances, alliance departments and alliance

managers are found to significantly enhance alliance performance.

Evaluating different empirical methods that are commonly used to examine
the relationship between alliance mechanisms and firm-level performance,
we find two main points of criticism. Our first critique is aimed at studies
that exclusively test a single alliance mechanism. On the one hand, these
studies provide us with a detailed picture of a single alliance mechanism e.g.
describing the merits of an alliance department (e.g. Kale et al., 2002; Borker
et al.,, 2004). This is indeed necessary as to gain a better understanding of the
process of alliance management. On the other hand, this exclusive focus on a
single alliance mechanism implicitly suggests that the usage of one alliance
mechanism is a proxy for the existence of a firm’s alliance capability. Such an
approach does not adequately capture the theoretical understanding that
organizational capabilities exist of various routines and mechanisms that are
implemented simultaneously to achieve an end result in the capability de-
velopment process (Helfat and Peteraf 2003; Zollo and Winter 2002; Nelson
and Winter, 1982.; Prahalad and Hamel, 1990).!8 Empirically speaking, the
exclusive focus on a single alliance mechanism neglects the fact that, in prac-
tice, firms use an array of different alliance mechanisms in order to build
alliance capability.

Our second critique is targeted at studies that operationalise alliance capabil-
ity as the sum of a firm’s alliance mechanisms (e.g. Heimeriks and Duysters,
2007). While this method of viewing a firm'’s alliance capability as the aggre-
gate of all its mechanisms may be appropriate in the context of the study by

18 Please refer to Chapter 3 for a detailed review and discussion of theories on alliance capability
building
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Heimeriks and Duysters (2007), this approach implies the assumption that
all mechanisms equally contribute to raising alliance performance.

In contrast, the third group of studies has illustrated that a dedicated alli-
ance function does not have to be the sole alliance mechanism of interest,
and that different alliance mechanisms exhibit different contributions to
firm-level alliance performance.

Given the scant empirical evidence on the important roles of alliance mecha-
nisms in alliance capability building, we intend to extent current research by
Heimeriks (2005) by examining:

Question 1: Which alliance mechanisms are most effective in raising firm
level alliance performance rates?

5.2.2 Levels of alliance capability building

Synthesising the insights on alliance experience and alliance management
mechanisms as determinants of alliance capability, research suggests that at
different experience levels, different alliance mechanisms are most effective
in enhancing firm-level alliance performance (Draulans et al., 2003;
Heimeriks, Duysters and Vanhaverbeke, 2007).

Building upon the important insight that inexperienced companies learn
differently about alliance management than experienced companies, Drau-
lans et al (2003) propose an ‘ideal learning trajectory’ for developing alliance
capability where alliance learning mechanisms should be adjusted to each
level of experience. To enhance learning, Draulans et al. (2003:161) suggest
that inexperienced firms should enter into a number of similar alliances and
learn by means of alliance training courses as well as individual alliance
evaluation techniques. Experienced firms, on the other hand, profit from the
use of cross- alliance evaluation techniques and the use of alliance special-
ists.

Along the same line, Heimeriks, Duysters and Vanhaverbeke (2007) find that
at different stages of alliance capability building, different learning mecha-
nisms have different performance effects. Figure 5.2 illustrates the alliance
capability development model, which largely combines insights from Cros-
san et al (1999), Draulans et al. (2003) and Helfat and Peteraf (2003). Each of
the three capability curves illustrated in Figure 5.2 represents a different
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stage of alliance capability development related to a particular alliance ex-
perience level.

Figure 5.2: Levels of alliance capability development.
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While the first development stage is associated with ‘individual learning’,
the second development stage involves ‘group level learning” and the third
stage is linked to ‘organizational level learning’. To evolve from one devel-
opment stage to the other, Heimeriks et al. (2007) propose two types of
learning mechanisms that facilitate the transfer of experience. Integrating
mechanisms are suggested to enable the exchange of individual experiences
and are therefore associated with group-level learning.

Examples of integrating mechanisms include internal alliance training, ex-
ternal alliance training, training in country differences, alliance best prac-
tices, culture programme, comparisons of alliance evaluations and alliance
metrics. Institutionalising mechanisms are suggested to foster the routinisation
and formalisation of practices inside the firm and are therefore associated
with organisational-level learning (Heimeriks et al., 2007:377).

Examples of institutionalising mechanisms include alliance department,

vice-president of alliances, alliance managers, local alliance managers, part-
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ner selection programme, intranet, rewards for alliance managers tied to
alliance performance, formally structured exchange between alliance man-
agers and country-specific alliance policies. Empirically, the authors provide
the important insight that experienced alliance firms make relatively more
use of institutionalising mechanisms (i.e. mechanisms to foster routinisation of
practices inside the firm), while inexperienced firms make relatively more
use of integrating mechanisms (i.e. mechanisms to enable the exchange of in-
dividual experiences) (Heimeriks, Duysters Vanhaverbeke, 2007).

To conclude, these two studies give us reasonable grounds to expect that the
effectiveness of alliance mechanisms depends on the firms’ level of alliance
experience. Following the logic of these studies, we like to investigate:

Question 2: Which alliance mechanisms are most effective given the level
of alliance experience?

By addressing this question, we intend to refine the current empirical re-
search method in an important way. Notably, Draulans et al (2003) investi-
gate the performance implications of three selected alliance mechanisms
(evaluation methods, alliance specialist, alliance training). However, solely
examining three alliance mechanisms does not generate a full picture on the
variety of alliance mechanisms that can be effective at different levels of
alliance experience.

Furthermore, Heimeriks et al. (2007) distinguish two groups of alliance
mechanisms (integrating and institutionalising mechanisms) that are each
represented by the aggregate of all separate items (i.e. seven items in the
case of integrating mechanisms and nine items in the case of institutionalis-
ing mechanisms). Hereby, Heimeriks et al. (2007) test the overall importance
of these two groups, but not the effectiveness of the underlying individual
alliance mechanisms.

In an attempt to extend and refine research by Heimeriks et al. (2007) and
Draulans et al. (2003), we like to include all thirty-four alliance mechanisms
and examine the effectiveness of each of these alliance mechanisms sepa-
rately at different levels of alliance experience. Hereby, we intend to gener-
ate comprehensive empirical evidence on the effectiveness of alliance
mechanisms at different levels of alliance experience.
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5.3 Method: variables and analytical techniques

In the course of this chapter, we have derived a number of questions on the
effect and interrelationship between alliance experience and alliance mecha-
nisms in raising firm- level alliance performance. In the remaining of this
chapter, we intend to examine these questions empirically. Given the nas-
cent stage of alliance capability research, a large empirical study allows the
rigorously testing of our questions and is expected to generate critical theo-
retical as well as practical insights into effective alliance capability building.
To this end, our survey included a number of questions on this matter; e.g.
inquiring respondents about their companies’ level of alliance experience,
alliance performance level, and use of alliance mechanisms. The details on
our survey and sample are provided in Chapter 4 ‘Methodology’; the corre-
sponding questionnaire is included in Appendix 1. In the following, we pro-
vide a brief overview of the variables and analytical techniques used to in-
vestigate our research questions.

5.3.1 Dependent and independent variables

Our aim is to investigate how firms can increase firm-level alliance perform-
ance; hence, alliance performance is our dependent variable. To measure
alliance performance, we relied upon the managerial assessments of firm-
level alliance performance, measuring alliance success as the percentage of
alliances where the firm’s initial goals were realized (e.g. Kale, Dyer and
Singh, 2002). Our original variable on alliance performance has five catego-
ries, with a distribution as indicated in Chapter 4, figure 4.3. For the purpose
of this chapter, we are interested to examine how high performing firms
differ from lower performing firms in the use of alliance mechanisms. There-
fore, we created a dichotomous dummy variable, which defines high per-
forming firms to have a success rate of 61-100%, while other firms score 0-
60%.

We measured alliance experience, one of the independent variables, as the
number of previously established alliances over the period 2001-2006 (Duys-
ters and De Man, 2007). Our original variable on alliance experience has five
categories with a distribution as indicated in table 5.1
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Table5.1:  Distribution of alliance experience

Alliance experience Frequency Valid percentage
1-5 alliances 61 35 %

6-15 alliances 70 40%

16-25 alliances 26 15%

26-40 alliances 4 2%

40 + alliances 12 7%

Total 173 100

In order to generate meaningful analyses by means of logistic regressions
and chi-square testing, we needed to create a new variable with only three
categories. These three categories are defined as

* low level of alliance experience (1-5 alliances)

* moderate level of alliance experience (6-12 alliances)

= high level of alliance experience (16 and more alliances)
The distribution of this variable is reasonable with 35 % of companies having
a low level; 40% of companies having a moderate level, and 25% of compa-
nies having a high level of alliance experience.

In order to investigate how firms manage alliance portfolios, our survey
asked companies to indicate whether they used any of the thirty-four alli-
ance mechanisms depicted in table 3.3 (Chapter 3). Each of these mecha-
nisms are measured as dichotomous dummy variables (yes versus no) and
represent independent variables. Therefore, companies can score up to a
maximum of thirty-four alliance mechanisms in total. Hence, our survey
provides us information on which alliance mechanisms are used by compa-
nies as well as the overall number of alliance mechanisms adopted by com-

panies.

5.3.2  Analytical techniques

Firstly, to test whether different alliance mechanisms exhibit different mar-
ginal contributions to firms’ alliance performance, we use chi-square based
statistics (cross-tabulations) to examine which alliance mechanisms are posi-
tively associated to a high alliance performance rate. The reason why we
choose chi-square statistics rather than regression analysis is that a prelimi-
nary testing of our dataset revealed that our thirty-four alliance mechanisms
are correlated to each other, that is, the use of one alliance mechanisms is
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associated with the use of other alliance mechanisms. To test all thirty-four
alliance mechanisms simultaneously in the same regression model would
distort our results, as the multicollinearity does not allow us to differentiate
the effects of one alliance mechanism from the other.

Secondly, to test whether at different experience stages, different alliance
mechanisms exhibit different marginal contributions to firm-level alliance
performance, we again rely on chi-square-based statistics as the appropriate
statistical measure for the association between alliance mechanisms and
alliance performance. In particular, we differentiate three levels of alliance
experience, and within each level, we further differentiate between low and
high performing firms. We then test within each level of experience which
mechanisms are associated with high performing firms.

5.4 Analysis and results

The first step in our analysis is to assess which alliance mechanisms are most
effective in raising alliance performance. Performing cross-tabulations be-
tween alliance mechanisms and firm-level alliance performance shows that
some alliance mechanisms contribute more significantly to alliance perform-
ance than others. Table 5.2 lists seventeen out of the overall thirty-four alli-
ance mechanisms that are found to significantly influence a firm’s alliance
performance rate, that is, each of these seventeen mechanisms is positively
associated with high performing firms (i.e. having a success rate of 60-100%).
The first six alliance mechanisms (from top of left column) exhibit highly
significant associations (at p<0.01), while the remaining variables are moder-
ately significant for increasing alliance performance. Alliance mechanisms
that are not listed in this table have no significant impact on alliance per-
formance outcome.
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Table 5.2: Critical success factors

Most effective alliance capability mechanisms to raise alliance performance

Alliance management development program *** Alliance managers**

Cross alliance evaluation*** Financial experts**

b

Individual evaluation Culture program™**

3%

Alliance metrics Alliance specialist*

Joint evaluation*** Alliance database *
Consultants*** Partner portal*
Competency framework** Legal experts*
Intercultural training** Approval*

In-house knowledge**

*p<0.10, **p<0.05, **p<0.01

Based on the results of table 5.2, we can conclude that not all mechanisms
are equally useful to raise alliance performance, but that some mechanisms
are indeed more effective in raising performance rates than other mecha-
nisms are.

Secondly, we wonder if all of our seventeen critical success factors are useful
to all firms, or whether firms with different levels of alliance experience are
in need of different alliance mechanisms to raise performance rates. There-
fore, we examine whether for different levels of alliance experience, different
alliance mechanisms will prove effective in raising alliance performance. To
test this, we will first examine if firms with different levels of alliance experi-
ence differ significantly in the usage of alliance mechanisms. Next, we in-
spect each level of alliance experience separately, testing which alliance
mechanisms lead to higher alliance performance at different levels of alli-
ance experience.

We use one-sided ANOVA to investigate whether the usage of alliance
mechanisms differs significantly among the three categories of alliance ex-
perience. The results are shown in table 5.3. As the F-value is not significant,
we must conclude that firms with different levels of alliance experience do
not differ significantly regarding the overall number of alliance mechanisms
adopted.
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Table5.3:  Average adoption by absolute number of alliance mechanisms per alliance
experience level (ANOVA)

low level of | moderate high level of F-value
experience experience experience
number of mechanisms 15,79 (7,53) 17,44 (7,11) 17,61 (6,16) 1,185
adopted
N 61 70 42

There are 34 alliance mechanisms in total; N = 169;
Cells provide means (in absolute numbers) and standard deviation for the number of alliance
mechanisms adopted. * p <0.10; ** p<0.05; ** p<0.01

Next, we run chi-square tests to examine whether and how firms with dif-
ferent levels of alliance experience differ in the usage of alliance mecha-
nisms. The results of our cross-tabulation test indicates, that surprisingly,
firms with different levels of alliance experience do not differ significantly
the usage of alliance mechanisms. So far, we must conclude that firms with
different levels of alliance experience use not only the same number of
mechanisms in total, but also do not differ significantly in the usage of alli-
ance mechanisms.

Lastly, we examine the effectiveness of each alliance mechanism at different
levels of alliance experience. An alliance mechanism that is effective at rais-
ing performance for a firm with a low level of experience can be less effec-
tive at higher levels of alliance experience.

Table 5.4 summarises our results of the cross-tabulations, where we have
examined the effectiveness of alliance mechanisms for each level of alliance
experience. In particular, we find that in the category of low alliance experi-
ence level, high performing firms make significantly more use of individual
evaluations and financial experts than low performing firms do.

In the category of moderate alliance experience level, high performing firms
use significantly more often alliance metrics, joint evaluation, alliance data-
base, individual evaluation, partner portals, in-house alliance training,
intranet, alliance management development program, consultants, alliance
managers, vice presidents and rewards for alliance managers as compared to
low performing firms. In the category of high alliance experience level, high
performing firms use significantly more often alliance metrics, cross-alliance
evaluation, culture programs and in-house knowledge as compared to their
low performing counterparts.
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Table5.4:  Successful mechanisms given level of alliance experience

Level of alliance experi- Significant alliance mechanisms
ence (associated with high performing firms)
Low experience level individual evaluation®, financial experts*

e *ksk

alliance metrics***, joint evaluation™**,

alliance database*, individual evaluation™**,

partner portal™, consultants*,

alliance management development program®,

alliance managers™*,

intranet*, vice president**, in-house alliance training*, rewards
for alliance managers*

Moderate experience
level

alliance metrics*, cross-alliance evaluation™®

High i level
161 experience feve cultural program**, in-house knowledge*

*p <0.10, **p<0.05, *p<0.01

By examining which mechanisms are used by high performing as compared
to low performing firms we can confirm our expectation that for different
levels of alliance experience, different mechanisms are effective in raising
performance. Notably, the usage of a critical alliance mechanism by high
performing firms is not exclusively limited to one level of alliance experi-
ence. For instance, the use of alliance metrics is found to increase alliance
performance for firms with moderate as well as with a high level of alliance

experience.

Interesting to note is the comparison between our seventeen critical success
factors that raise alliance performance in general (table 5.2) and our results
for significant alliance mechanisms at given levels of alliance experience
(table 5.4). We make the following observations:

Surprisingly, not all of our seventeen general success factors (table 5.2) can
be found in table 5.4. Only eleven out of the seventeen general success fac-
tors (table 5.2) are present in either one or more categories of alliance experi-
ence (table 5.4). Hence, these eleven success factors are now associated with
a certain level of alliance experience. We have marked these mechanisms in
italics in table 5.4.

Six out of our seventeen general success factors (table 5.2) are not part of our
list in table 5.4. These six general success factors are indeed ‘general’ in the
sense that they are not associated with a certain level of alliance experience
but seem to raise alliance performance regardless of the level of alliance ex-
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perience. These six success mechanisms are: competency framework, inter-
cultural training, alliance specialists, partner portals, legal experts, approval
processes.

Moreover, table 5.4 generates four additional alliance mechanisms that were
not indicated as critical success factors in table 5.2. These four alliance
mechanisms are only significant at a moderate experience level. These four
alliance mechanisms are: intranet, vice-presidents, in-house alliance training
and rewards for alliance managers.

5.5 Discussion and conclusion

In this chapter, we investigated how firms can most effectively raise the per-
formance of their alliances by developing alliance capability. In particularly,
we assessed the relationship and interplay between accumulating alliance
experience and the use of alliance mechanisms in raising alliance perform-
ance. Our empirical analysis has generated three crucial insights:
1) The accumulation of alliance experience does not raise alliance per-
formance
2) While some alliance mechanisms always raise alliance performance
(regardless of alliance experience level), other mechanisms only raise
performance in conjunction with a particular experience level
3) There is a considerable gap between what firms do versus what is effec-
tive

Taken together, our results indicate a different path to alliance capability
building than laid out in extant literature. We will discuss each of our three
results and derive the theoretical and practical implications of our findings.

First, to build alliance capability, various studies suggested that gaining
experience through repetitive engagement in alliances improves managerial
practices and eventually spurs alliance performance. The results of our own
empirical analysis, however, indicate that there is no significant relationship
between accumulating alliance experience and firm-level alliance perform-
ance. Hence, our finding diverges from the prominent argument in alliance
capability literature.
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One reason for these diverging empirical results on the effects of alliance
experience surely lies in the different methodological approaches adopted
among empirical studies (e.g. differences in defining and measuring alliance
experience). Another reason, however, might be of a more fundamental na-
ture. In the past, accumulating alliance experience might have just been suf-
ficient to boost alliance performance rates. However, nowadays it seems that
a vast number of firms acknowledge the importance of building alliance
capability and increasingly invest in alliance mechanisms to manage their
alliances (e.g. Duysters and De Man, 2007). Hence, accumulating alliance
experience might be a necessary but not sufficient condition for raising alli-
ance performance and gaining an advantage vis-a-vis rivals Simonin, 1997;
Kale et al. 2002, Eisenhardt and Martin, 2002).

Second, alliance literature suggests various alliance mechanisms to build
alliance capability and to raise alliance performance. Our empirical analysis
has extended prior work by differentiating which alliance mechanisms are
‘always’ effective in raising alliance performance versus which alliance
mechanisms are effective given a certain level of alliance experience. We
find that six alliance mechanisms raise performance levels regardless of the
level of alliance experience. Competency framework, intercultural training,
alliance specialists and legal experts are all associated with augmenting and
transferring alliance know-how throughout the organisation, while partner
portal ease the communication and interaction with the alliance partners. In
contrast, other alliance mechanisms are only effective given a certain level of
alliance experience.

Testing which alliance mechanisms are most effective given the level of alli-
ance experience, we find that the use of individual evaluation techniques
and financial experts is sufficient to raise the alliance performance with little
prior alliance experience. For companies with a moderate level of alliance
experience, the use of numerous knowledge augmenting and transfer
mechanisms (e.g. training programmes, intranet), standardised processes
(e.g. alliance evaluation techniques, alliance database, partner portals) and
alliance functions (e.g. alliance department, alliance managers, vice presi-
dents, consultants) is necessary to raise alliance performance. For companies
with a high level of alliance experience, a relatively smaller number of
mechanisms is sufficient to manage their alliances successfully, namely, in-
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house knowledge and cultural programmes to disseminate alliance relevant
knowledge as well as alliance metrics and cross-alliance evaluations to as-
sess the performance of their alliances.

To a certain degree, our results are in line with studies by Heimeriks et al.
(2007) and Draulans et al. (2003). In particular, our result reflects the main
message of these studies, namely, that firms with different levels of alliance
experience need different alliance mechanisms to enhance performance
rates.’? Similar to the study by Draulans et al. (2003), our results indicate
that firms with a low level of alliance experience benefit most from individ-
ual alliance evaluations while firms with a high level of alliance experience
rely on cross-alliance evaluations to raise performance rates. In contrast, we
find that alliance training programmes are more beneficial to experienced
firms that inexperienced ones.

The study by Heimeriks et al. (2007)® indicates that inexperienced firms
benefit most from integrating mechanisms (e.g. various training programs
and evaluation techniques) while experienced firms benefit mostly from the
use of institutionalising mechanisms (e.g. alliance functions). In contrast, we
find that firms with moderate alliance experience employ a variety of
mechanisms associated with knowledge augmentation, standardised proc-
esses and alliance functions to raise performance levels. Firms with a high
level of alliance experience, however, solely rely on a few standardised proc-
esses to manage their alliances.

Reflecting on our results, the theoretical implications of our findings sug-
gests a different path to alliance capability building. By definition, firms with
low alliance experience have been involved in a relatively small number of

19 Methodologically speaking, all three studies (including ours) are similar in the definition of
key variables: alliance experience (i.e. number of previously established alliances over a five
year period), alliance performance (i.e. extent to which alliances met initial goals) and alliance
mechanisms (based on the list provided by Duysters and De Man, 2002).

20 Comparing our results to the study by Heimeriks et al. (2007) is less straightforward.
Heimeriks et al. (2007) base their study on the same list of thirty-four alliance mechanisms that
we have used in our survey. However, they select sixteen alliance mechanisms for their analysis
and run a factor analysis to group these mechanisms into either ‘integrating mechanisms’ or
‘institutionalising mechanisms’. The presence of these two factors is measured by the aggregate
of all its separate items (i.e. seven items in the case of integrating mechanisms and nine items in
the case of institutionalising mechanisms) and therefore does not provide any further insight
regarding the contribution of the individual alliance mechanisms to raising alliance perform-
ance at respective levels of alliance experience.

94



alliances in the past. In contrast to extant studies, we do not find the use of
training programmes to be effective at this early stage of alliance capability
building. Rather, the use of individual alliance evaluation techniques, as
indicated by our empirical analysis, is most beneficial as it allows the firm to
learn from its past mistakes; hence, this ‘learning-by-doing’ approach seems
most appropriate given the low level of prior experience..

Further, we witnessed a considerable gap between what firms with little
prior experience do versus what they need. In fact, firms with little prior
experience use almost as many alliance mechanisms as firms with higher
experience levels, namely sixteen alliance mechanisms, while the use of only
two particular alliance mechanisms is sufficient to raise alliance perform-
ance. In contrast, firms with moderate level of alliance experience need to
employ numerous alliance mechanisms in order to raise alliance perform-
ance. Hence, we conclude that certain alliance mechanisms only increase
performance when implemented in conjunction with experience.

Interestingly, when the firm has reached a high level of alliance experience,
our empirical findings indicate that the use of a few standardised processes
is sufficient to raise performance level. Probably, these firms have succeeded
in building an effective alliance capability and hence the use of few effective
standardised processes to support the day-to-day management makes the

difference in alliance performance rates vis-a-vis rivals.

Thirdly, we like to draw the attention to the gap between what firms do
versus what is effective. Strikingly, we found that firms with different levels
of alliance experience do not differ considerably in the overall number of
alliance mechanisms adopted and virtually do not differ with regard to what
mechanisms they adopt. A reason for this result might be that, in general,
firms tend to use a relatively high number of alliance mechanisms, namely
16 alliance mechanisms on average! One could suppose that some firms use
as many alliance mechanisms as possible, without necessarily being aware
whether these mechanisms are suitable to their particular level of alliance
experience. Therefore, our empirical results of this chapter has provided an
important practical insight for firms, namely by indicating which alliance
mechanisms are most effective given the level of alliance experience. By tak-
ing into account the particular level of alliance experience, the firm can make
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appropriate regarding how to build alliance capability most effectively and
eventually raise alliance performance.

Overall, we conclude that in order to build alliance capability and to raise
alliance performance, accumulating alliance experience is a necessary but
not sufficient condition. Rather our empirical analysis confirms the impor-
tance of using alliance mechanisms that augment and transfer knowledge as
well as facilitate inter-partner communication and interaction. Concluding
we can state, that when building alliance capability the firm needs to pick
those alliance mechanisms that are appropriate given its level of alliance

experience in order to optimise its performance levels.
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CHAPTER 6 DEVELOPING ALLIANCE PORTFOLIO
CAPABILITY

6.1 Introduction

Nowadays, firms increasingly engage in multiple alliances simultaneously,
sometimes resulting in portfolios with more than 30 alliances operating at
the same time (Lavie, 2007; Duysters and De Man, 2007). It seems that firms
can no longer afford to rely on a single high profile alliance relationship to
respond to the demands of today’s complex business environments. Rather,
firms increasingly depend on a number of alliances to share technology and
knowledge (Dyer and Nobeoka, 2000; Kale, Singh, Perlmutter, 2000), master
strategic uncertainty (Eisenhardt and Schoonhoven, 1996) access foreign
markets, and improve competitive positioning vis-a-vis rivals (Gimeno,
2004; Silverman and Baum, 2002). Building a large portfolio of alliances is
further associated with positive network effects and the accumulation of
social capital (Goerzen, 2007).

The trend towards building large alliance portfolios signifies the strategic
importance of alliances for firms. However, success rates of only 50% (Duys-
ters and De Man, 2007) indicate that while some firms strive, some others
fail. Therefore, scholars and practitioners alike are intrigued by the question
of how firms can successfully manage alliance portfolios.

Alliance capability literature provides two important indications for answer-
ing this question. Firstly, conceptually speaking, scholars refer to the need for
developing ‘alliance portfolio capability’ that addresses the particular mana-
gerial challenges that arise in alliance portfolios (Hoffmann, 2005; Sarkar et
al., 2009). Herewith, these scholars draw an important distinction between
the management of individual alliances versus the management of alliance
portfolios. For instance, Hoffmann (2005) differentiates ‘multi-alliance man-
agement capability’ from alliance capability on the single alliance level as the
“organizational ability to manage a comprehensive alliance portfolio suc-
cessfully” (p.123).
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Along the same line, Sarkar et al. (2009) argue for the development of an
‘alliance portfolio capability’ that specifically addresses the formation, de-
velopment and integration of alliance portfolios.

Therefore, for answering how to manage alliance portfolios successfully, a
differentiation of alliance capability in terms of single vs. portfolio manage-
ment is in order.

Secondly, empirically speaking, alliance capability scholars have begun to sys-
tematically examine alliance mechanisms that underlie the development of
alliance portfolio capability; herewith indicating that building alliance port-
folio capability requires different alliance mechanisms than building alliance
capability on the individual alliance management level (Heimeriks et al,,
2008; Duysters, de Man and Wildeman, 1999).

Despite these scholarly efforts, alliance capability research on alliance port-
folio management remains relatively scarce. The majority of alliance litera-
ture is still influenced by traditionally oriented schools of thought, resulting
in a strong focus on either relational or structural factors to explain the con-
ditions for alliance success?'. In order to develop a more complete alliance
capability view on the important issue of alliance portfolio management, we
intend to address two crucial shortcomings in extant alliance portfolio litera-
ture.

Firstly, the notion of alliance capability on the portfolio level remains un-
clear. While scholars such as Hoffmann (2005) and Sarkar et al. (2009) em-
phasise the need for “alliance portfolio capability’, the exact differentiation of
alliance capability on the individual versus portfolio management level is
scantily discussed. Hence, to advance our understanding on what consti-
tutes alliance portfolio capability, we need to discuss how the management
of alliance portfolios reaches beyond the tasks of managing individual alli-
ances.

Secondly, we notice a lack in large-scale empirical studies on how firms can
develop alliance portfolio capability. The few existing empirical studies (e.g.
Hoffmann, 2005; Heimeriks et al. 2008) provide first indications, yet their
contribution is limited to a relatively small number of alliance management

21 In Chapter 2, we have extensively discussed the various schools of thoughts on alliance suc-
cess factors, contrasting traditionally oriented research streams with the emerging alliance
capability perspective.
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practices under scrutiny. To respond to this shortcoming, we need to exam-
ine a comprehensive set of alliance management practices and to identify
which of these are particularly suited to develop alliance portfolio capability.

Therefore, this chapter is dedicated to researching the following two ques-
tions: (a) how does the management of alliance portfolios reach beyond the
tasks of managing individual alliances and (b) what alliance management
practices are most effective at supporting these tasks and hence raise the
performance of the alliance portfolio?

In addressing these issues, we aim to alleviate the current shortcomings in
alliance (capability) literature and to advance our understanding on what
constitutes alliance portfolio capability and how can firms successfully de-
velop alliance portfolio capability. To answer these questions, we will first
review and discuss how alliance management on the individual alliance
level differs from management at the portfolio level and then derive hy-
potheses on the alliance management practices that underlie the develop-
ment of alliance portfolio capability. By means of our quantitative survey
among 175 companies, we assess the effectiveness of thirty-four alliance
mechanisms for developing alliance portfolio capability and raising alliance
portfolio performance rates.

6.2 Conceptualising alliance capability on individual vs.
portfolio level

Overall, as the preceding chapters have illustrated, we note an overwhelm-
ing share of traditionally-oriented alliance studies and only an emerging
number of scholars that adopt an ‘alliance capability’ perspective to investi-
gate individual / portfolio alliance management (please refer to Chapter 2).
Because of the nascent stage of alliance capability research, the definition of
an alliance portfolio capability is not fully developed. To respond to this
shortcoming, we firstly review challenges and managerial tasks that arise on
the individual alliance management level and then compare these to alliance
portfolio management. Based on our discussion of state-of-the-art literature
on this subject, we delineate how the management of alliance portfolios
reaches beyond the tasks of managing individual alliances.

99



6.2.1 Alliance management on the individual alliance level

Without doubt, the management of alliances is a difficult undertaking. Stud-
ies that draw upon transaction cost, agency cost and social exchange theory
have particularly well documented the various difficulties that arise in alli-
ance relationships?. Essentially, any alliance relationship is likely to experi-
ence one or more of the following four challenges that can severely jeopard-
ise its successful outcome. As the alliance passes through the stages of its life
cycle®, some of these challenges become more prominent and need to be
addressed:

A first challenge arises due to relational risk.* Given the understanding that
the performance of an alliance depends on the effective cooperation between
the alliance partners, relational risk refers to the uncertainties associated
with cooperative motivation of the alliance partners, where one partner may
pursue opportunistic objectives at the expense of the other partners (Parkhe,
1993; Khanna, Gulati and Nohria, 1998; Das and Teng, 2001).

A second challenge arises due to divided authority structures and the physi-
cal, cognitive, and cultural distance between partners. The resulting coordi-
nation failures can impede the implementation of joint activities, when there
are no clear distribution of roles, procedures and responsibilities (Mohr and
Spekman, 1994; Park and Ungson; 2001, Luo, 2006).

A third challenge arises due to a lack of information sharing and communi-
cation, which exaggerates the adversarial effects of information asymmetries

inherent in any alliance relationship. Communication failures can hinder the

2 Chapter 2 provides an extensive account of these theoretical perspectives.

2 Alliance life cycle generally refers to five phases: (1) development of alliance strategy that sets
the goals of the alliance, (2) screening and selection of alliance partners (3) negotiation of the
alliance deal, e.g. deciding upon mutual contributions in term of financial or technological
investments; (4) daily operations of the alliance, including coordination and distribution of
alliance tasks and responsibilities among alliance staff; (5) evaluation of alliance relationship in
terms of goal accomplishment. While studies differ on the terminology and number of these life
cycle stages, the description of these stages appears quite similar. For further information on
alliance life cycles, please refer to Dyer et al (2001), Das and Teng (1997) and Spekman et al.
(1996)

2+ In addition, literature identifies ‘performance risk’ as hindrance to a successful alliance out-
come. Performance risk refers to “uncertainty regarding future states of nature" (Ring and Van
de Ven, 1992: 92), thus referring to the “probability and consequences that a firm's strategic
objectives are not achieved, despite full co-operation” (Das and Teng, 2001:8). Since perform-
ance risk is common to all strategic decisions, we rather focus on the implications of relational
risk, as the latter is unique to alliance relationships.
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effective assessment of uncertainties and value creation opportunities of an
alliance relationship (Ring and Van de Ven, 1994; Park and Ungson, 2001).

A fourth challenge arises when personal relations are neglected in the alli-
ance relationship. Such “underdeveloped’ personal relations can prevent the
establishment of trust and reciprocity in the alliance, which would be crucial
for setting norms and resolving conflicts (Ring and Van de Ven, 1994; Mad-
hok, 1995; Zaheer, McEvily, and Perrone, 1998; Kale, Singh, and Perlmutter,
2000).

Overall, to mitigate relational risks and to reduce the threat of opportunistic
behaviour, alliance scholars suggest selecting and choosing appropriate
partners (Dacin, Hitt and Levitas, 1997; Geringer, 1991; Hitt et al., 2000);
negotiating an appropriate contract (Argyres and Mayer, 2007; Reuer and
Arino, 2007); as well as setting a suitable governance structure for the alli-
ance relationship that will lessen any opportunistic intent of the partner firm
(Pisano, 1989; Oxley, 1997).

Therefore, based on these various challenges, alliance capability scholars
suggest that the management of an individual alliance requires attention to
those problems that arise as the alliance relationship passes through the
stages of its life cycle. Consequently, alliance capability on the individual
alliance level is conceptualised as the firm’s ability to form, operate and
evaluate alliance relationships on an individual basis (for a review, please
refer to Chapter 3).

6.2.2 Alliance management on the portfolio level

Alliance literature suggests additional challenges when it comes to the man-
agement of an entire of portfolio of alliances as compared to the manage-
ment of alliances on an individual basis.

In particular, alliance capability scholars argue that the success of an alliance
portfolio does not solely depend on the successful outcomes of individual
alliances. Rather, the major pitfall that prevents firms from fully realising the
value creating potential of their alliance portfolios is to treat an alliance port-
folio as the mere collection of individual alliances. Failing to adopt a “portfo-

lio perspective’ results in several management short sights:
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Firstly, a lack of portfolio perspective can result in a suboptimal choice in
alliance partners for the alliance portfolio (Sarkar et al. 2009; Duyster et al
1999; Lichtenthaler and Lichtenthaler 2004). At the individual alliance man-
agement level, partner selection is about attaining a fit between two parties.
At the portfolio level, however, this will not be sufficient. Partner selection
has to takes place in the context of portfolio formation, where additional
criteria such as assessing redundancy or fit within the portfolio need to be
considered. To support such an approach, Sarkar et al. (2009:587) suggest
enhancing ‘partnering proactiveness’ i.e. “an organisation’s deliberate efforts
to discover and act on new alliance opportunities”.

Secondly, Sarkar et al. (2009) highlight that ‘systematic relationship imper-
fections’ such as lack of trust and commitment can prevent partners from
sharing and combining their resources effectively. Therefore, to reduce the
threat of opportunistic behaviour within the alliance portfolio, Sarkar et al.
(2009) suggest the use of ‘self-enforcing safeguards’ that rely on relational
aspects rather than on formal, contractual mechanisms.

Thirdly, the firm might fail to leverage knowledge from individual alliances
across its portfolio. At the individual alliance management level, knowledge
is exchanged between partners. In a portfolio approach, knowledge can be
leveraged across partners (Lorenzoni and Baden-Fuller, 1995) and be used to
create synergies within the portfolio. To this end, Sarkar et al. (2009) empha-
sise the importance of portfolio coordination that facilitates the integration
and synchronising of knowledge and activities across alliances.

Finally, Bamford and Ernst (2002) note that firms without a portfolio per-
spective often do not sufficiently monitor and evaluate the development of
the alliance portfolio, fail to conduct thorough analysis on the portfolio level
and do not examine how well the alliance portfolio is in line with the overall
corporate strategy.

On basis of the first three issues, Sarkat et al. (2009) identify portfolio forma-
tion, relational governance and portfolio integration as important tasks of
alliance portfolio management. Therefore, they define alliance portfolio ca-
pability to encompass (1) a proactive dimensions focussed on portfolio for-
mation, (2) a relational dimension relating to the skills in developing pat-
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terns of interaction, and (3) an integration dimension involving cross-
alliance knowledge transferring processes (p.586).

On the basis of the fourth issue (alliance portfolio analysis and coordina-
tion), Hoffmann (2005:124) identifies the following as crucial tasks of alliance
portfolio management: (1) to develop a portfolio strategy that sets the main
strategic direction of the alliance portfolio such as rules on how and with
whom to co-operate; (2) to monitor the portfolio to ensure that the direction
and performance of the portfolio is in line with portfolio strategy; (3) to co-
ordinate the portfolio as to attain synergies among alliances in the portfolio
while reducing the potential for conflict; and finally (4) to create an alliance
management system that provides the infrastructure and tools to support
the tasks of alliance (portfolio) management.

Herewith Hoffmann (2005) responds to main concerns voiced by alliance
scholars. For instance, Gulati (1998) emphasises the greater need for early co-
ordination among alliances and alliance partners, since the dynamics in one
alliance are likely to influence the outcome of others in the portfolio. Further,
the prioritisation of alliances (Dyer et al., 2001) and resource allocation
(Fricke and Shenhar, 2000) are new managerial factors that need to be taken
into consideration. This is in line with other studies that refer to the need for
effective coordination mechanisms that optimise the overall result of the
alliances (Platje et al 1994; Rickert, 1995).

6.2.3 Discussion

Concluding, our brief review has illustrated the importance of adopting an
alliance portfolio perspective, which allows the firm to manage its portfolio
as a ‘coordinated, holistic collective’ and is thus likely to create value beyond
what can be accomplished if each were managed separately (Sarkar et al.,
2009:588). As Fricke and Shenar (2000) argue, managers need to develop a
superior perspective that reaches beyond the performance of individual
alliances and embraces the aggregate success of alliances. Therefore, alliance
portfolio management needs to cover both the management of the individ-
ual alliances as well as of the portfolio, thus requiring different flexibilities in
dealing with important aspects of both single and portfolio alliance man-
agement on issues such as partner selection, evaluation, coordination and

knowledge transfer.
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With our question in mind what does constitute alliance portfolio capability,
we will briefly discuss the work by Sarkar et al (2009) and Hoffmann (2005)
and propose an own definition of alliance portfolio capability. According to
Sarkar et al. (2009) alliance portfolio capability encompasses ‘partner proac-
tiveness’, ‘relational governance’ and “portfolio coordination’. According to
Hoffmann (2005), alliance portfolio capability encompasses the development
of an alliance portfolio strategy, the monitoring and coordination of alliance
portfolios and the management system (infrastructure, tools) to support
these management tasks.

Reflecting on these suggestions, we come to following conclusions: Firstly,
we find that Sarkar’s et al. (2009) definition of ‘partner proactiveness’ can be
integrated into Hoffmann’s (2005) notion of portfolio strategy development,
as partner selection is an important part of portfolio strategy.

Secondly, we agree that relational governance (Sarkar et al., 2009) poses a
central task of alliance portfolio management. Instead of solely relying on
contractual agreements, the facilitation of communication and interaction
between the partners allows for the development of trust and commitment,
which in turn enables the partner firms to share and combine resources ef-
fectively.

Thirdly, Sarkar’ et al. (2009) and Hoffmann’ (2005) notion of portfolio coor-
dination appears to be similar. In line with extant literature, portfolio coor-
dination is evidently a crucial task of alliance portfolio management (see for
instance Gulati, 1998; Fricke and Shenkar, 2000, Platje et al. 1994; Rickert,
1995).

Fourthly, alliance literature has emphasised the importance of portfolio
monitoring to ensure that individual alliances are contributing to the overall
goal of the alliance portfolio (e.g. Bamford and Ernst, 2002) and thus we find
it to be a major task of alliance portfolio management.

Finally, we do not consider Hoffmann's (2005) creation of ‘an alliance man-
agement system’ per se as a task of alliance portfolio management. Rather,
such a management system provides the necessary underlying components
(e.g. infrastructure, processes) to enable the firm to develop an alliance portfo-
lio capability in order to manage its portfolio of alliances (see our discussion
and definition of organizational determinants of alliance capability devel-
opment in Chapter 3).
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As a result, alliance portfolio capability needs to address four important
managerial issues, which reach beyond the tasks of managing individual
alliances. Firstly, when establishing a new alliance relationship, the focal
firm has not only to consider the appropriate fit regarding its potential part-
ner, but needs to selects partners that fit the overall goal of the alliance port-
folio.

Secondly, the focal firm needs to facilitate the communication and interac-
tion among the partners in the entire alliance portfolio.

Thirdly, the focal firm has not only to enhance the knowledge transfer be-
tween itself and its alliance partner, but also to facilitate the knowledge
transfer across partners to create synergies within the portfolio.

Fourthly, the focal has not only to monitor and assess the performance of its
alliances on an individual basis, but also to evaluate the performance of the
portfolio as an entirety.

Table 6.1: =~ What constitutes alliance portfolio capability?

Dimensions of alliance portfolio Management tasks

management

portfolio formation set alliance portfolio strategy and select partners that fit
the overall goal of the alliance portfolio

relational governance facilitate partner communication and interaction

portfolio coordination prioritisation and knowledge transfer between alliances
within the portfolio

portfolio evaluation monitor and assess the performance of the alliance
portfolio as an entirety

Having critically discussed and derived dimensions of alliance portfolio
capability, the question arises how firms can develop alliance portfolio capability.
The aforementioned study by Sarkar et al. (2009) emphasises the need for
developing alliance portfolio capability and specifies three dimensions (e.g.
partner proactiveness etc.), but decides to maintain a high level of abstrac-
tion and deliberately not to create a list of specific routines of each of these
dimensions.®. The latter, however, is exactly what is needed to investigate

25 Sarkar et al. (2009, p.586): “our decision to restrict ourselves at a higher level of abstraction is
driven by both theoretical imperatives of parsimony and operational consistency. Instead of
creating a list of specific routines for each of these dimensions, we believe that it is more fruitful
and prudent to capture the essence, or fundamental core, of the capability at a higher level of
generalization and abstraction”.
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how firms can develop alliance portfolio capability. Therefore, in the next
section we investigate which alliance mechanisms may be most suitable to
develop alliance portfolio capability and raise the performance of their alli-
ance portfolios.

6.3 Developing alliance portfolio capability: the role of
alliance mechanisms

The previous section identified four main areas of alliance portfolio man-
agement, namely, alliance portfolio formation, coordination, evaluation and
relational governance. As these tasks reach beyond those of managing indi-
vidual alliances, we can reasonably assume that developing alliance capabil-
ity on the portfolio level requires different or additional alliance mechanisms
than building alliance capability on individual alliance level. Studies by
Heimeriks et al. (2008) and Duysters et al. (1999) strengthen our assumption
by suggesting a number of alliance mechanisms especially dedicated to the
development of alliance portfolio capability.

For instance, in their conceptual work, Duysters et al. (1999) recommend
portfolio analysis, partner programmes and alliance databases as effective
tools to support the management alliance portfolios. These management
tools are suggested to help optimising the alliance portfolio by facilitating
moderation and prioritisation. In a portfolio analysis, the firm analyses its
existing portfolio and assesses if the portfolio contains all required compe-
tences or if new alliances are necessary. Hence, portfolio analysis can serve
as a basis for alliance partner search and selection. Conducting portfolio
analysis further clarifies the effects of alliances on each other, assessing
whether existing alliances are conflicting or synergetic. ‘Partner programmes’
are suggested to help classify alliance partners in various groups, enabling
the firm to keep an overview over a large number of partners. For each
group of partners, the focal firm sets rules of engagement that guide the
collaborative endeavours with these firms. In an ‘“alliance database’, the focal
firm can register its partners and thus keep an overview of its network. Fur-
ther, the alliance database enables intra-firm knowledge sharing about alli-
ance partners and best practices. In this way, alliance managers can learn
about the experiences and best practices of their fellow colleagues, which
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facilitate organizational learning about managing alliance and hence build-
ing of alliance capability (Duysters, et al., 1999).

Moreover, in their empirical study, Heimeriks et al. (2008) find that as the
firms’ focus shifts from the management of individual alliances to alliance
portfolios, firms tend to rely increasingly on functional positions, in-house
alliance trainings and standardised protocols. Specifically, their study rec-
ommends the usage of codified best practices and intercultural training pro-
grams to raise the performance rate of alliance portfolios effectively
(Heimeriks et al. 2008, p.13).

These two studies give a reasonable ground to assume that the development
of alliance portfolio capability requires the usage of alliance mechanisms
especially geared to support the tasks of alliance portfolio management.
However, in our review of state-of-art literature, we encounter a somewhat
indecisive study by Hoffmann (2005). While his study provides a clear dif-
ferentiation of alliance tasks on alliance portfolio management, his empirical
examination of underlying management tools leads to contradictory find-
ings. In particular, his study firstly mentions eighteen ‘instruments of alli-
ance management’ that are suggested to facilitate the creation, storage, trans-
fer and application of alliance management knowledge?. By means of quali-
tative and quantitative assessments among twenty-five European firms,
Hoffmann finds that alliance portfolio management does nof necessitate
other kinds of management tools than for individual alliance management.
According to Hoffmann (p.136), “portfolio management does not require
other tools. Proven tools for managing individual alliances need to be
adapted to support the specific demands of multi-alliance management”
(p.136). Quite surprisingly, he finally asserts that “the tasks of managing
alliance portfolios requires specific processes, tools and organisational solu-
tions” (p.140).

In the case of a multi-alliance management situation, Hoffmann recom-
mends a ‘centre of competence’ to develop and implement a portfolio strat-
egy, portfolio co-ordination and monitoring.

2 By and large, Hoffmann’s eighteen ‘instruments’ resemble a subset of our list of thirty-four
alliance mechanisms by Duysters and De Man (2002).
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Following the example of Heimeriks et al. (2008) and Duysters et al. (1999)
we like to propose which alliance mechanisms are likely to underlie the de-
velopment of alliance portfolio capability and eventually contribute to the
successful performance of the alliance portfolio.

In this regard, Heimeriks et al. (2008) highlight an important issue, namely
that the effectiveness of alliance mechanisms to manage alliance portfolios is
influenced by the size of the firm’s alliance portfolio. The underlying as-
sumption is that with an expansion in alliance portfolio, portfolio relevant
tasks become more prominent and hence require more ‘advanced’ alliance
mechanisms (Deeds and Hill, 1996).

For instance, firms that have a small alliance portfolio only need to manage a
few alliances and are therefore likely to maintain their focus on the man-
agement of individual alliances, while facing little portfolio relevant chal-
lenges. In contrast, with an expansion in portfolio size, portfolio relevant
issues such as portfolio coordination and monitoring gain importance.

Given the nascent stage of alliance capability research, especially in the field
of alliance portfolio management, we find only emerging evidence on how
firms can successfully develop alliance capability to manage alliance portfo-
lios. To extend the work by Duyster et al (1999) and Heimeriks et al. (2008),
we are interested to investigate which alliance mechanisms are most effec-
tive to build alliance portfolio capability given the size of the alliance portfo-
lio.

Drawing on our review of state-of-the art literature, we have the following
expectations. Firms with small alliance portfolios focus on the management
of individual alliances and therefore do not need to develop alliance portfo-
lio capability, but solely use alliance mechanisms that support the task of
individual alliance management. For instance, standardised processes par-
ticularly geared towards the management of individual alliances such as
individual alliance evaluation techniques, alliance metrics and alliance
handbooks may prove effective. Further, given the small number of alliances
to handle, the firm is in no need to create an exhaustive alliance infrastruc-
ture or appoint alliance functions.

Firms with relatively larger alliance portfolios, however, need to handle not
only tasks at the individual alliance management level but also need to pay
attention to the additional tasks of alliance portfolio management. Therefore,
they are in need to develop alliance portfolio capability in order to handle
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the ‘new’ tasks of alliance portfolio management. In particular, an increase in
alliance portfolio size results in a greater need for portfolio formation, coor-
dination, monitoring and relational governance.

To support the formation of the alliance portfolio, standardized processes
such as partner selection programs can help to select partners that fit the
overall goal of the portfolio and help to set rules of engagement that guide
the collaborative activities with these firms.

To facilitate the operational tasks of the alliance portfolio, creating alliance
infrastructure and functions (e.g. alliance managers, specialist) can help to
oversee the coordination of the alliance portfolio with special attention to
resource allocation and prioritisation (see Dyer et al 2001, Fricke and Shen-
har, 2000). In addition, providing alliance management training programs
help the firm to develop in-house expertise in managing alliance portfolios.
To support the evaluation of the alliance portfolio, standardized processes
such as joint evaluations, cross-alliance evaluations, alliance metrics and
alliance databases help monitor the development of the alliance portfolio
and assess its ‘well-being’.

To support relational governance, mechanisms such as joint business plan-
ning, partner programmes and partner portals can facilitate the communica-
tion and interaction between alliance partners, eventually enhancing inter-
partner sharing of resources and information.

Hence, to support a large portfolio of alliances, firms can make use of a
greater number of alliance functions to help to oversee the coordination of
the alliances portfolio and rely on a greater number of standardised proc-
esses to guide the monitoring and evaluation of the alliance portfolio. Fur-
ther, as suggested by Heimeriks et al. (2008) the need for sharing codified
lessons (e.g. best practices) rises as ever more alliances are added to the port-
folio.

Therefore, we propose the following hypothesis:

Hi: with an expansion in alliance portfolio size, firms are likely to in-
crease portfolio success by using mechanisms associated with stan-
dardised processes and infrastructure.
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6.4 Method

To understand how firms can successfully manage alliance portfolios, our
literature review has indicated various alliance mechanisms that can under-
lie the development of alliance portfolio capability. Next, we intend to exam-
ine empirically which alliance mechanisms are most effective in managing
alliance portfolios of different sizes. For this purpose, our survey included a
number of questions on this matter, e.g. inquiring respondents about their
companies’ size of alliance portfolio, alliance performance level, and the use
of alliance mechanisms. The details of our survey and sample are provided
in Chapter 4 ‘Methodology’; the corresponding questionnaire is included in
Appendix 1.

In the following, we provide a brief overview of the variables and analytical
techniques used to investigate our research questions.

6.4.1 Dependent and independent variables

Our aim is to investigate how firms can increase firm-level alliance portfolio
performance; hence, alliance portfolio performance is our dependent vari-
able. To measure alliance performance, we relied upon the managerial as-
sessments of firm-level alliance performance, measuring alliance success as
the percentage of alliances where the firm’s initial goals were realized (Kale,
Dyer and Singh, 2002). Our original variable on alliance portfolio perform-
ance has five categories, with a distribution as indicated in Chapter 4, figure
4.3. For the purpose of this chapter, we are interested to examine how high
performing firms differ from lower performing firms in the use of alliance
mechanisms. Therefore, we created a dichotomous dummy variable, which
defines high performing firms to have a success rate of 61-100%, while other
firms score 0-60%.

We inquired about the size of firms’ alliance portfolios (our independent
variable) as the number of simultaneous operational alliances in 2007. In
particular, our variable has three categories, with the following distribution,
as depicted in table 6.2.
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Table 6.2:  Distribution of alliance portfolio size in sample

Alliance portfolio size Frequency Valid percentage
small size (1-5 alliances) 54 32

medium size (6-15 alliances) 69 41

large size (more than 16 alliances 46 27

Total 169 100

In order to investigate how firms manage alliance portfolios, our survey
asked companies to indicate whether they used any of the thirty-four alli-
ance mechanisms depicted in table 3.3 (Chapter 3). Each of these mecha-
nisms is measured as a dichotomous dummy variable (yes versus no) and
represent our independent variables. Therefore, companies can score up to a
maximum of thirty-four alliance mechanisms in total. Hence, our survey
provides us information on which alliance mechanisms companies use as
well as the overall number of alliance mechanisms adopted by companies.

Furthermore, we are interested in the fypes of alliance mechanisms used by
companies in our sample. In Chapter 3, we categorised these thirty-four
alliance mechanisms into three conceptual groups according to the main pur-
poses these mechanisms serve in alliance capability building (see table 3.3).
The first group of alliance mechanism is associated with augmenting and
transferring alliance-relevant knowledge throughout the organisation. The
second group of alliance mechanisms is associated with building an alliance
infrastructure and alliance functions. The third group of alliance mecha-
nisms presents standardised processes that guide the day-to-day manage-
ment of alliances.

Accordingly, we create three index variables that each represents a category

of alliance mechanisms. Each of these index variables consists of the sum of
the corresponding alliance mechanisms.
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The first index variable is called ‘knowledge_mechanisms’ and is the sum of the

following alliance mechanisms (10 mechanisms in total):

* Competency framework
= Culture program

= Intercultural training

= In-house knowledge

= Alliance management
= development program

Formal experience exchanges
Best practices

External alliance training
In-house alliance training

Intranet

Our second index variable is called ‘infrastructure’ and is the sum of the fol-

lowing alliance mechanisms (12 mechanisms in total):

= Alliance department

= Alliance managers

= Alliance specialist

= Vice president

= Local alliance managers

= Gatekeeper

Rewards for business managers
Rewards for alliance managers
Mediators

Financial experts

Legal experts

Consultants

Our third index variable is called ‘stand_processes” and is the sum of the fol-

lowing alliance mechanisms (12 mechanisms in total):

= Individual evaluation

= Joint evaluation

= Cross-alliance evaluation
= Alliance metrics

= Alliance handbook

= Standard partner selection program

Approval processes
Alliance database
Partner program
Partner portal

Joint business planning

Country specific policies

By means of these three index variables, we can assess how firms differ in

the adoption of different types of alliance mechanisms, and whether the

adoption of any of these types of mechanisms has an effect on firm-level

alliance performance.

6.4.2 Analytical techniques

Our hypothesis postulates that with an expansion in alliance portfolio size,

firms are likely to increase portfolio success by using mechanisms associated
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with standardised processes and infrastructure. To test this, we will firstly
compare the usage of alliance mechanisms across different portfolio sizes by
means of ANOVA testing. Next, by means of chi-square statistics we test
which alliance mechanisms are most effective for different categories of alli-
ance portfolio size.

To test whether different alliance mechanisms exhibit different marginal
contributions to firms” alliance performance, we use chi-square based statis-
tics (cross-tabulations) to examine which alliance mechanisms are positively
associated to a high alliance performance rate. The reason why we choose
chi-square statistics rather than regression analysis is that a preliminary test-
ing of our dataset revealed that our thirty-four alliance mechanisms are cor-
related to each other, that is, the use of one alliance mechanisms is associated
with the use of other alliance mechanisms. To test all thirty-four alliance
mechanisms simultaneously in the same regression model would distort our
results, as the multicollinearity does not allow us to differentiate the effects

of one alliance mechanism from the other.

6.5 Analysis and Results

To investigate which alliance mechanisms are most effective given the size
of the portfolio, we first examine whether and how firms with different alli-
ance portfolio sizes differ in the usage of alliance mechanisms. Running an
ANOVA test reveals that firms with larger alliance portfolios use signifi-
cantly more alliance mechanisms overall than firms with smaller alliance
portfolios (see table 6.3). As depicted in table 6.3, the F-value is highly sig-
nificant, indicating that at least one of the size categories differs significantly
from the others.” Therefore, we can state that firms with larger alliance port-
folios use significantly more alliance mechanisms overall than firms with
smaller alliance portfolios.

27 The test results of the ‘Levene test for homogeneity of variances’ further confirm that the
variance for the three categories of size is equal and the assumption is justified
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Table 6.3:

portfolio size category (ANOVA)

Average adoption by absolute number of alliance mechanisms per alliance

small size medium size large size F-value
(1-5 alliances) | (6-15 alliances) | (16 + alliances)
number of mechanisms 15,4 (7,6) 17,4 (6,4) 19 (6,2) 3,795%*
adopted
N 54 69 46

There are 34 alliance mechanisms in total;

N total = 169 companies

Cells provide means (in absolute numbers) and standard deviation for the number of alliance
mechanisms adopted. * p <0.10; **p<0.05; ** p<0.01

Furthermore, we examine whether firms with different sizes of alliance port-
folios differ in the overall adoption of knowledge mechanisms, standardised
processes and alliance functions. This question is important, as we hypothe-
sised that firms with larger alliance portfolios are in need of a greater num-
ber of alliance infrastructure, functions and standardised processes. Table 6.4
exhibits the adoption of these three categories of mechanisms by firms with
small, medium and large size portfolios. The measure to test this is the aver-
age number of alliance mechanisms for the categories ‘knowledge transfer
mechanisms’, ‘infrastructure & functions’ and ‘standardised processes’ per
alliance portfolio size category.

Table 6.4:  Average adoption of alliance mechanisms types per alliance portfolio size
category (ANOVA)
small size medium size large size F-value
(1-5 alliances) | (6-15 alliances) | (16 + alliances)
knowledge transfer mech. 4,8(2,7) 4,4 (2,5) 4,6 (2,5) ,157
infrastructure & functions 4,6 (29) 5,6(2,2) 6,3 (2,1) 6,56***
standardised processes 6,5(3,1) 7,3 (2,9) 8,1(2,8) 3,59**
N 54 69 46

N total = 169 companies
Cells provide means (in absolute numbers) and standard deviation for the number of alliance
mechanisms adopted. * p <0.10; ** p <0.05; *** p<0.01

As depicted in table 6.4, firms with different alliance portfolio sizes do not
significantly differ in the number of knowledge transfer mechanisms used.
Regardless of alliance portfolio size, firms seem to use on average around
four knowledge mechanisms (i.e. four out of ten knowledge transfer mecha-
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nisms in total). However, there are significant differences in the number of
mechanisms used associated with infrastructure & functions across different
alliance portfolio sizes. While firms with small portfolio sizes use on average
4,6 mechanisms, firms with large sized alliance portfolio use on average 6,3
mechanisms associated with infrastructure and function (i.e. out of twelve
mechanisms in total). The same holds for the usage of standardised proc-
esses, where firms with large portfolios use significantly more standardised
processes than firms with smaller portfolios (i.e. out of twelve standardised
processes in total).

Thus, this finding is in line with our expectation that alliance infrastructure,
functions and standardised processes gain importance as the alliance portfo-
lio size increases.

The question arises, whether these mechanisms are in fact effective to raise
the performance of the portfolio. Therefore, to test which alliance mecha-
nism are effective, we inspect each portfolio size category separately. In par-
ticular, we examine which alliance mechanisms are associated with high
performing firms as compared to low performing firms, given the size of the
portfolio.

Notably, a chi-square test reveals that there is no significant relationship
between firms’ alliance portfolio size per se and level of alliance portfolio
performance. This fact eases our interpretation on which alliance mecha-
nisms are most effective, as size does not influence the relationship. Table 6.5
summarizes which alliance mechanisms are most effective given the size of
the portfolio. The outer left column indicates the category of portfolio size.
Effective alliance mechanisms are presented according to their underlying
purpose in the alliance capability development process (knowledge transfer,
infrastructure, standardised processes). This way, we can better illustrate
what kind of alliance mechanisms is most effective given the size of the port-
folio. In particular:

Firms with small alliance portfolios are more likely to attain high perform-
ance rates when employing individual evaluation techniques, alliance met-
rics and approval processes. These mechanisms are standardised processes
that particularly address tasks at the individual alliance management level.
This finding confirms our expectation that firms with small portfolios are in
little need to address portfolio relevant issues, but will concentrate on the
tasks that arise on the individual alliance management level.

115



Firms with medium sized alliance portfolios are more likely to attain high
performance rates by using standardised processes specifically geared to the
management of alliance portfolios such as joint evaluation, cross-alliance
evaluations and joint business planning. Furthermore, use of knowledge
augmentation mechanisms such as in-house alliance trainings and alliance
management development programs help the firm to acquire and dissemi-
nate the necessary knowledge on alliance portfolio management. Moreover,
creating alliance functions such as alliance managers and vice presidents as
well as the employment of consultants, alliance specialists are crucial to en-
sure the effective application of alliance portfolio management knowledge,
and hence to raise performance rates.

Firms with large alliance portfolios are more likely to attain high perform-
ance rates when emphasising knowledge mechanisms such as in-house alli-
ance trainings, best practices and cultural programs. Finally, the use of con-
sultants proves highly effective in raising the performance rates of large
alliance portfolios.

Table 6.5: Critical success factors for alliance portfolio performance
standardised individual evaluation, alliance metrics, approval
processes processes
small
alliance knowle(flge
portfolios mechanisms
alliance functions &
infrastructure
standardised joint evaluations, cross-alliance evaluations, joint
processes business planning
medium . . - .
sized knowledge in-house alliance trainings, in-house knowledge,
alliance mechanisms alliance management development programs,
portfolios competency framework
alliance functions & consultants, alliance specialists, alliance manag-
infrastructure ers, vice president of alliances
standardised processes
large knowledge mechanisms in-house alliance training, best practices, culture
alliance programs
portfolios alliance functions & Consultants
infrastructure
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6.6 Discussion and Conclusion

Given the trend towards establishing large alliance portfolios and the het-
erogeneity in alliance portfolio performance rates, the question how to man-
age alliance portfolios successfully has become vital. Alliance capability lit-
erature highlights the importance of building alliance capability that is spe-
cifically geared to address the challenges at the portfolio level of alliance
management. However, so far, the conceptual construct of alliance portfolio
capability as well as research into the underlying alliance mechanisms of
alliance portfolio capability have remained scarce. Our aim has been to ex-
tend current research by examining how firms can successfully build alli-
ance capability that supports the management of alliance portfolios. To this
end, we reviewed state-of-the-art literature on alliance management in order
to derive a differentiation of alliance capability on the individual versus
portfolio level of alliance management. We then discussed which alliance
mechanisms are likely to be effective in building alliance portfolio capability
given the size of the alliance portfolio. In particular, we expected that with
an increase in alliance portfolio size, firms make significantly more use of
mechanisms associated with standardised processes and infrastructure in
order to address portfolio relevant issues such as portfolio coordination and
monitoring.

Our empirical results strongly confirm our hypothesis. First of all, we note
that with an expansion in alliance portfolio size, firms use significantly more
standardised processes as well as alliance infrastructure and functions.
Noteworthy, the usage of knowledge transfer mechanisms seems to be inde-
pendent of alliance portfolio size. Examples of knowledge transfer mecha-
nisms are training programs intended to disseminate alliance management
know-how throughout the organisation. A possible explanation why knowl-
edge transfer mechanisms are independent of alliance portfolio size may be
due to the fact that these mechanisms act as a ‘qualifier’, i.e. there are a basic
requirement that is necessary to develop alliance capability. Therefore, firms
use knowledge transfer mechanisms independent of the size of the alliance
portfolio.

Secondly, we examined each size category separately and established which
alliance mechanisms are most effective in raising portfolio performance.
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We found that firms with small alliance portfolios solely use three standard-
ised processes to raise performance level. This is noteworthy, given that
firms with small alliance portfolio use fifteen alliance mechanisms on aver-
age. As it appears, selecting a few chosen mechanisms geared to the man-
agement of individual alliances are most effective in raising the performance
of the small portfolio.

Moreover, interesting to note is the finding that firms with large alliance
portfolios raise performance by using a number of knowledge mechanisms
and alliance functions, but not standardised processes. Firms with large alli-
ance portfolios are more likely to attain high performance rates when em-
phasising knowledge mechanisms such as in-house alliance trainings, best
practices and cultural programs. The latter two are exactly in line with
Heimeriks et al. (2008), emphasising the importance of adopting a more
structured and deliberate approach to accumulating and disseminating alli-
ance related knowledge.

These findings have important theoretical implications. Firstly, considering
the management of large alliance portfolios we have established the impor-
tant role of knowledge transfer mechanisms and alliance functions. Notably,
no standardised processes are found effective. The reasoning might be as
follows. Firms with a large portfolio experience a great need to build alliance
capability in order to cope with the numerous challenges that accompany an
expansion in portfolio size. Here for, training programs disseminate valu-
able alliance management knowledge. With an expansion in portfolio size,
alliance infrastructure and functions gain importance as the firm experiences
a greater need for coordination of the portfolio. However, standardised
processes become less important as the portfolio grows, probably because a
large portfolio implies a variety in alliance partners and alliance types,
which cannot be managed with standardised processes but need individual
attention. Therefore, our results strengthen the theoretical understanding of
the importance of knowledge accumulation (knowledge transfer mecha-
nisms) and knowledge application (alliance infrastructure & functions) in
building alliance capability.

Notably, our results illustrate a difference in which alliance mechanisms are

in use versus which alliance mechanisms prove to be effective. For instance,
considering the average number of alliance mechanism used, we find that
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firms with small portfolios use about fifteen alliance mechanisms on aver-
age, whereas only three mechanisms prove to be effective. A possible expla-
nations for this gap might be due to the inexperience of firms who presume
‘the more alliance mechanisms, the better’. Moreover, we find that with an
expansion in portfolio size, firms rely more extensively on standardised
processes. However, our analysis shows that standardised processes do raise
performance of small and medium but not large sized portfolios. We suspect
that many firms are unaware of the specific managerial challenges that arise
with a particular size of the alliance portfolio, and therefore adopt as many
alliance mechanisms as possible without further consideration whether these
mechanisms are appropriate.

For these reason, a study such as ours can contribute to advancing the
knowledge on how to build alliance portfolio capability. We have illustrated
the multifaceted construct of alliance capability, showing that alliance capa-
bility can be built by means of many different alliance mechanisms. Our
results illustrate that the effectiveness of alliance mechanisms is context-
related, i.e. dependent on the size of the alliance portfolio. Herewith we have
strengthened extant research on alliance portfolio capability, confirming the
importance of differentiating alliance capability on the individual and port-

folio level.
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CHAPTER 7 MANAGING ALLIANCE PORTFOLIO
DIVERSITY

7.1 Introduction

Accompanying the trend towards forming large alliance portfolios (Lavie,
2007) is the remarkable rise in the degree of complexity that characterizes
many of today’s alliance portfolios. To serve a multitude of purposes, firms
do not only engage with partner firms from different countries, but also
collaborate with firms across industries and along the value chain. The re-
sults are highly complex configurations of alliance portfolios that encompass
various functional activities (e.g. manufacturing, marketing, R&D alliances)
and span across national and industry borders.

So far, alliance literature has examined the phenomenon of alliance portfolio
diversity (i.e. the variety in alliance partners and functional activities en-
compassed in alliance portfolios) with regard to its implications for firm
performance and innovativeness (Beckman and Haunschild, 2002; Bae and
Gargiulo, 2004; Baum, Calabrese and Silver, 2000; George, Zahra, Wheatley
and Khan, 2001; Rowley, Behrens and Krackhardt, 2000, Stuart, 2000). De-
pending on the theoretical lens adopted, diversity in alliance portfolios is
suggested to be either beneficial or harmful.

A neglected topic in extant alliance literature is the issue of identifying and
addressing the managerial challenges that arise in diverse alliance portfolios.
Our previous analysis of the managerial challenges of alliance portfolio size
(Chapter 6) indicated that an increase in the number of alliance relationships
in the portfolio is bound to increase the managerial burden. Hence, the ques-
tion arises whether an increase in the diversity of alliance partners and func-
tional activities is likely to raise additional managerial challenges that need
to be addressed effectively. To our knowledge, this issue has received little
attention from alliance management literature.

Therefore, this chapter is dedicated to examining which managerial chal-
lenges arise with alliance portfolio diversity and how firms can manage
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these challenges most effectively. Investigating how firms can effectively
manage alliance portfolio diversity will provide scholars and practitioners
with the indispensable insight on how firms can raise the performance of
their alliance portfolios successfully.

Given the nascent stage of this research topic, we first, we need to gain a
comprehensive understanding of the nature of alliance portfolio diversity,
understanding what motivates firms to create diverse alliance portfolios. To
this end, we draw on social network and transaction cost theory to compare
the merits and drawbacks of diversity in alliance partners and functional

activities.

Second, in order to derive how firms can deal with these managerial chal-
lenges most effectively, we refer to alliance capability literature. From an
alliance capability view, the successful management of alliances is suggested
to depend on the firm’s ability to learn about alliance management and to
translate these lessons into applicable, standardised alliance management
practices. Especially with regard to the management of alliance portfolios,
alliance capability scholars have suggested various alliance management
mechanisms to increase alliance portfolio performance. However, the pre-
dominant focus of extant alliance capability research has been on testing
which alliance management practices are particularly effective in managing
a large number of alliances simultaneously; that is, the focus has been on the
size related aspect of alliance portfolio management (Duysters et al., 1999;
Heimeriks et al., 2008; see Chapter 6). What managerial challenges arise with
alliance portfolio diversity and how firms can effectively build alliance capa-
bility that addresses these issues has not been examined to date.

Therefore, by combining the insights from various streams of alliance theo-
ries and research we review the motivations underlying diverse alliance
portfolios and derive which managerial challenges are likely to arise. By
means of an exhaustive empirical analysis, we test which alliance mecha-
nisms prove to be most effective in addressing these managerial challenges
and thus raise alliance portfolio performance.
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7.2 Understanding alliance portfolio diversity

In the following, we will examine the multifaceted construct of alliance port-
folio diversity and provide theoretical perspectives on the motivations, mer-
its and drawbacks of introducing diversity to alliance portfolios.

7.2.1 Types of alliance portfolio diversity

When creating a portfolio of alliances, the firm faces inter alia two important
issues regarding the configuration of the portfolio, namely which firms
should we ally with and what range of activities should be performed within
the alliance portfolio (i.e. R&D, marketing, manufacturing alliances).

First, regarding the question of partner selection, a firm can decide whether
to ally with similar or different types of partners. For example, a portfolio
can consist of partners from the same industry or encompass partners from a
variety of different industries. Whether a firm tends to vary or converge on
the types of alliance partners in its portfolio, determines the degree of alli-
ance partner diversity. In alliance research, different types of alliance partner
diversity have been examined, such as diversity in partners’ national back-
grounds (reference), sectoral backgrounds (Hoffmann, 2007), resources (Go-
erzen and Beamish 2005) or technology (Sampson, 2007; Lee, 2007).

Second, a firm can decide about the range of different functional activities
within the alliance portfolio. As alliances can be used for all functional ac-
tivities in a firm’s value chain, we often see alliances being established for
the purposes of research and development, marketing, production or distri-
bution. Whether a firm tends to vary or converge on the types of functional
activities within the portfolio determines the degree of functional diversity.
For instance, a maximum of functional diversity is attained, when the firm
decides to pursue all functional activities of its value chain by means of alli-
ances, that is, entering into R&D, marketing, manufacturing, distribution,
supplier and customer alliances simultaneously. Eventually, the choices
regarding the variety in partner firms and functional activities result in the
overall configuration of the alliance portfolio.

To simplify, based on the two dimensions of partner diversity and functional
diversity, the firm can attain four different types of alliance portfolio con-
figurations, as depicted in figure 7.1.
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In quadrant A, the alliance portfolio is characterised by a low degree in
partner diversity and functional diversity; that is, the firm focuses on a sin-
gle type of alliance partner and a single type of functional activity.

In quadrant B, the alliance portfolio is characterised by a high degree of
partner diversity but only a low degree in functional diversity; that is, while
the firms allies with a variety of partner types, the focus is on a single type of
functional activity.

In quadrant C, the alliance portfolio is characterised by a high degree of
diversity in both partner firms and functional activities.

In quadrant D, the alliance portfolio is characterised by a low degree in
partner diversity but a high degree in functional diversity; that is, while the
firm focuses on a single type of alliance partner, it engages in a variety of
different functional activities.

While our typology in figure 7.1 only illustrates a simple representation of
alliance portfolio configurations, the choices a firm makes regarding the
degrees of partner and functional diversity are likely to resemble one of
these four quadrants (Jiang, Tao and Santoro, 2010; and Bruyaka, 200?).

Figure 7.1:  Typology of alliance portfolio configurations

high

low

Number of different partner types

Number of different functional activities
low high

Source: adapted from Jiang, Tao and Santoro (2010)
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7.2.2 Theoretical perspectives on the merits and drawbacks of alliance portfolio
diversity
Alliance scholars draw a link between a firm’s overall business strategy and
a firm’s configuration of its alliance portfolio (diverse versus non-diverse
portfolio). According to Hoffmann (2005), a firm’s business strategy sets the
goals for all alliances in the portfolio (e.g. entering a foreign market or de-
veloping a new technology) and hence influences the number and types of
alliances that are entered in the course of the firm’s strategy. Such an ‘alli-
ance portfolio strategy’ is thus derived from a firm’s overall strategy and
hence determines whether a firm creates a diverse alliance portfolio.
Depending on the theoretical lens adopted, we find numerous arguments
against and in favour of creating a diverse alliance portfolio. First, we review
the arguments regarding diversity in alliance partners; followed by argu-
ments regarding diversity in functional activities.

Merits and drawbacks of partner diversity

Largely drawing on social network theory, scholars advertise the benefits of
maintaining variance in partner firms. While the number of direct alliance
relationships determines the overall size of the alliance portfolio and thus
the quantity of information and resources the firm can access by virtue of its
alliances, the variety of alliance partners determines the diversity of sources
of information and resources. Increasing the variance in partner firms im-
plies more breadth in the search for novel opportunities and provides for
multiple options to gain access to unique and non-redundant information
and resources (Beckman and Haunschild, 2002; Kattila and Ahuja, 2000).
Redundancy is defined as the contextual overlap in information and re-
sources (Koka and Prescott, 2002; McEvily and Zaheer, 1999). A high degree
of redundancy among alliance partners suggests no gain in information, as
each partner stems from a similar knowledge or technological background.
A maximum degree of variety, however, provides for the richest possible
distribution of information as the focal firm allies with partners from distinct
backgrounds (e.g. international partners, inter-industry partners). Hence, a
low degree of redundant relationships in the alliance portfolio ensures di-
versity in information and resources, which the focal firm can access by vir-
tue of its alliance partners. Further, a low degree of redundant relationships
in the alliance portfolio leads to structural holes between the focal firm's
partners, which the firm can exploit to gain control advantages (Burt, 1992).
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Studies have shown that variance in partners is generally associated with
less redundancy in information and hence greater creativity and innovative-
ness (Sampson, 2007, Harrison and Klein, 2007; Baum, Calabrese and
Silverman, 2000).

However, a homogenous alliance portfolio with somewhat similar alliance
partners has its advantages, too. Referring to the argument of absorptive
capacity, several scholars emphasise the benefits of partner similarity. Re-
search on inter-organizational learning (e.g., Argyris and Schon, 1978, Fiol
and Lyles, 1985; Dosi 1988; Moingeon and Edmondson, 1996) has revealed
that firms are more likely to acquire a new skill or capability when these are
closely associated with an existing competence base (Cohen and Levinthal,
1990). Therefore, forming alliance relationships with similar partners (e.g.,
same country, industry, technological background as focal firm) provides
the benefit of ‘familiarity’ when it comes to absorbing the knowledge ex-
changed between partners (Beckman and Haunschild, 2002). For instance,
studies have shown that similarity in partners’ technological capabilities and
knowledge bases is found to enhance inter-partner learning (Lane and
Lubatkin, 1998), increase firms’ patenting rate (Ahuja 2000) and positively
affect post-alliance firm development (Mowery, Oxley and Silverman, 1996).
To summarize, regarding the choice whether to engage with similar or dis-
similar types of alliance partners, the focal firm faces the trade-off between
the richness of information obtained from similar partner firms and, on the
other hand, the diversity of information and resources obtained from dis-
similar firms.

Furthermore, diversity in alliance partners is often associated with addi-
tional managerial burden. To illustrate the many difficulties that managers
experience in alliance portfolios with diverse partners, we briefly refer to
two common examples of partner diversity, namely when firms include
partner firms from different national and industry backgrounds.

Including foreign partners into the alliance portfolio allows the firm to lev-
erage their competitive advantage in foreign markets. Allying with foreign
partners is suggested to allow for faster market entry, less investment re-
quired and facilitates learning about the foreign markets customs (Glaister
and Buckley, 1996). Notwithstanding the many potential benefits, engaging
with geographic diverse alliance partners generates a multitude of risks that
are less likely to occur within alliance portfolios consisting of purely domes-
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tic alliances. In particular, the most commonly reported drawbacks of geo-
graphical diverse alliance portfolios include (1) the risk of undesirable re-
source spillovers and misappropriation of value by foreign partners (Hamel,
1991; Lavie, 2006); (2) the risk of information asymmetries exploitation by
foreign partner possessing superior knowledge of local business and regula-
tory environment (Yan and Gray, 1994); (3) increased alliance governance
costs while the potential share of proceeds is likely to decrease (Khanna et
al., 1998); (4) differences in national cultures, institutional environments and
value systems that severely limit the scope for familiarity, shared values,
priorities and goals, hence hampering social exchanges and interfirm trust in
alliances (Parkhe, 1991; Gulati, 1995; Lane and Beamish, 1990); and (5) the
problem of ‘double layered acculturation’, where adjustments to both a for-
eign country and corporate culture is required (Barkema et al., 1996). These
and more barriers are frequently found in international alliances, leading to
relational ambiguities and mistrusts that impair learning (Parkhe, 1991; Si-
monin, 1999), eventually reducing the effectiveness of collaboration with
foreign partners (Barkema et al., 1996; Kumar and Nti, 1998; Lane and
Lubatkin, 1998; Pothukuchi et al. 2002).

To broaden their set of competencies, firms often include alliance partners
from different industry backgrounds. Firms from different industry back-
grounds are likely to possess distinct resource endowments with specific,
idiosyncratic skills and capabilities (Nelson 1991; Rumelt, Schendel and
Teece, 1991) that create significant learning opportunities (Hamel et al.,
1989). Therefore, firms often choose to ally with firms from unrelated busi-
ness fields as to access different knowledge and technology bases (Beckman
and Haunschild, 2002) and eventually to combine complementary assts in
order to pursue new business opportunities (Dussauge, Garette, Mitchell,
2000; Santoro and McGill, 2005). According to Santoro and McGill (2005)
inter-industry alliances allow the focal firm to gain access to different
knowledge and technology bases. However, such exposure to unfamiliar
grounds does not allow for a similar background for knowledge exchange.
As Lane and Lubatkin (1998) point out, the firm’s ability to internalise the
partner’s knowledge is greater when knowledge processing systems are
similar.

Therefore, diversity in partner firms implies a variety in cultural, social, eco-
nomical and political conditions, which on the one hand ensures access to a
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variety of sources of resources and information, and, on the hand however
generates managerial problems associated with unfamiliarity (Roth and
O’Donnell, 1996). Hence, the managerial challenges that arise with diversity
in alliance partners mainly regard high search costs associated with finding
a suitable alliance partner outside the focal firm’s known sphere of contacts
(Rangan 2000). Here the unfamiliarity with and lack of reputation of poten-
tial alliance partners increases the probability of adverse partner selection
(Goerzen and Beamish, 2005).

Merits and drawbacks of functional diversity

Essentially, alliances with suppliers or customers are established in order to
gain economics of scale or scope (Das and Teng, 2000). Marketing alliances
are often used to leverage existing resources (e.g. exploitative alliances),
while R&D alliances allow the partner firms to broaden their technological
competence base (e.g. explorative alliances). Often, firms decide to engage in
both explorative and exploitative alliance strategies as to secure current and
future viability (March, 1991).

This logic is in line with ‘modern portfolio theory’ (references) and ‘real-
option theory’ (references) where scholars draw an analogy between a firm’s
portfolio of financial assets and alliance relationships (references). Including
a variety of functional activities, the firm can diversify away risks associated
with putting all ‘eggs in the same basket’. Instead, an alliance portfolio with
a variety of different functional activities allows the firms to hedge against
technology and market risks. Research has investigated the implications of
functional diversity in alliance portfolios. For instance, studies suggest that
firms with different types of alliances (R&D, marketing, manufacturing) in
their portfolios are more likely to be central in industry networks and there-
fore enjoy higher growth rates (Powell, Koput and Smith-Doerr, 1996) as
well as to benefit from higher firm level performance (Baum et al., 2000).
However, maintaining a high diversity in functional activities is also associ-
ated with increased administrative and managerial burden and risk of coor-
dination errors (Williamson, 1985). Adding a variety in functional activities
to the alliance portfolio is expected to negatively affect alliance performance
due to the increased burden on managing the alliance portfolio (Hoang,
2001). Given the limited managerial or administrative capacity each firm has,
the extent of functional diversity that can be effectively managed is limited.
Moreover, the logic of ‘bounded rationality” implies that firms are restricted
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in their ability to process complex decision-making situations. Hence, an
alliance portfolio with a variety of functional activities carried out simulta-
neously requires greater information processing than a portfolio consisting
of similar activities (Dess and Beard, 1984). Furthermore, diversity in func-
tional activities leads to a complexity of resources within a portfolio, pro-
moting inter-organizational dependencies (Aldrich, 1999).

Discussion

Our review of alliance portfolio diversity literature has shown that firms face
a number of arguments in favour and against creating diverse alliance port-
folios. The main rationale for creating a diverse portfolio of alliances appears
to be the benefits of accessing various different sources of knowledge and
resources by means of establishing alliances with different partners and
functional activities.

Our main point of discussion regards the fact that extant studies on the topic
of alliance portfolio diversity focus on the performance implications of di-
versity without examining how firms can manage alliance portfolio diversity
effectively. To illustrate, the typical research question in alliance portfolio
diversity literature investigates what effect a certain type of diversity (diver-
sity in partners’ technology, industrial background) has on firm-level per-
formance or innovativeness. That is, while we have exhaustive accounts of
the various challenges and merits that arise with alliance portfolio diversity,
these studies do not provide insights on how to address these challenges
effectively. In order to understand how firms can effectively manage alliance
portfolio diversity, we refer to alliance capability literature in the next sec-

tion.

7.3 Managing alliance portfolio diversity

Over the last decade, the management of alliance portfolios has become an
important research focus in alliance literature (Wassmer, 2010). Drawing on
dynamic capability and organisational learning theories, an emerging group
of scholars has investigated how firms learn to manage alliances and build
alliance capability (Anand and Khannna, 2000; Kale et al. 2002). Research has
shown that accumulating alliance experience is decisive for the development
of alliance capability (Anand and Khanna, 2000; Hoang and Rothaermel,
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2005). Some scholars thereby suggested that in order to build alliance capa-
bility and to capitalize on its accumulated alliance experience, the firm needs
to develop organizational mechanisms that capture, internalise, and apply
alliance experience in the form of accessible knowledge throughout the or-
ganization (Kale et al. 2002; Kale and Singh, 2007). More recently, scholars
have voiced the need to differentiate alliance capability on the individual
versus portfolio level of alliance management (Hoffmann, 2005; Sarkar et al.,
2009). Alliance portfolio capability is suggested to present a firm’s “organ-
izational ability to manage a comprehensive alliance portfolio successfully”
(Hoffmann, 2005:123) by specifically addressing the formation, development
and integration of alliance portfolios (Sarkar et al., 2009). Important areas of
alliance portfolio management include developing alliance portfolio strategy
and selecting partners that fit the overall goal of the alliance portfolio, coor-
dination and prioritization of resources, as well as monitoring and assessing
the performance of the alliance portfolio as an entirety (Sarkar et al., 2009;
Hoffmann, 2005; Bamford and Ernst, 2002; Fricke and Shenkar, 2000). To
this end, alliance scholars have suggested numerous alliance management
mechanisms especially geared to support the tasks of alliance portfolio man-
agement.

For instance, our empirical analysis suggested that with an expansion in
alliance portfolio size, the need for knowledge augmentation and transfer
mechanisms significantly increases, as the firm recognizes the need to de-
velop alliance portfolio capability to manage its many alliances. Especially
training programs for alliance staff are found to significantly increase alli-
ance portfolio performance. Moreover, with an expansion in portfolio size,
alliance infrastructure and staff gain importance as the firm experiences a
greater need for coordination of the portfolio. However, standardised proc-
esses become less important as the portfolio grows, as a large portfolio im-
plies a variety in alliance partners and alliance types, which cannot be man-
aged with standardised processes but need individual attention (please refer
to Chapter 6).

Important to note, our review of state-of-the-art literature in Chapter 6 indi-
cated that extant alliance capability literature is focussed on the size related
aspect of alliance portfolio management. What managerial challenges arise
with alliance portfolio diversity and how firms can effectively build alliance
capability that addresses these issues has not been examined to date by an
alliance capability perspective.
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Instead we find many indications about potential problems and managerial
challenges of alliance portfolio diversity in non-alliance management litera-
ture (as reviewed in section 7.2). However, as we have pointed out earlier,
this stream of literature does not indicate how firms can actually manage the
challenges that arise in diverse portfolio.

Hence, little is known about which alliance management mechanisms are
most effective in addressing the challenges that arise in alliance portfolios
with diverse types of partner firms and functional activities. Therefore, we
like to extend the current work on alliance portfolio management by examin-
ing which alliance mechanisms are most effective in addressing alliance
portfolio diversity.

In particular, we are interested to investigate how to manage different types
of alliance portfolio configurations in terms of diversity. That is, referring to
our figure 7.1, firms can create alliance portfolios with

A) no diversity in types of partners firms and functional activities

B) different types of partner firms but similar type of functional activity

C) different types of partner firms and functional activities

D) similar type of partner firms but different types of functional activities

As we are interested in a portfolio perspective of alliance management, we
do not examine partner diversity or functional diversity separately, but re-
gard these as dimensions of alliance portfolio configuration. Therefore, we
examine how firms can manage different types of alliance portfolio configu-
rations (A, B, C and D).

To research our question on successful portfolio management, the remaining
of this chapter is dedicated to generate empirical evidence on how firms
configure alliances portfolios and which alliance mechanisms are most effec-
tive in enhancing alliance performance given the type of alliance portfolio
diversity.
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7.4 Method: variables and analytical techniques

To understand how firms can successfully manage alliance portfolios, our
literature review has indicated the importance of building alliance capability
in raising the performance of diverse alliance portfolios. In the following, we
are interested to examine empirically which alliance mechanisms are most
effective in raising performance rate of different types of alliance portfolio
configurations.

To examine this issue, our survey included a number of questions on this
matter, e.g. inquiring respondents about their companies’ configuration of
alliance portfolios, alliance performance level, and the use of alliance
mechanisms. The details on our survey and sample are provided in Chapter
4 ‘Methodology’; the corresponding questionnaire is included in Appendix
1. In the following, we provide a brief overview of the variables and analyti-
cal techniques used to investigate our research questions.

7.4.1 Variables

Our aim is to investigate how firms can increase firm-level alliance portfolio
performance; hence, alliance performance is our dependent variable. To
measure alliance performance, we relied upon the managerial assessments
of firm-level alliance performance, measuring alliance success as the per-
centage of alliances where the firm’s initial goals were realized (e.g. Kale,
Dyer and Singh, 2002). Our original variable on alliance portfolio perform-
ance has five categories, with a distribution as indicated in Chapter 4, figure
4.3. For the purpose of this chapter, we are interested to examine how high
performing firms differ from lower performing firms in the use of alliance
mechanisms. Therefore, we created a dichotomous dummy variable, which
defines high performing firms to have a success rate of 61-100%, while other
firms score 0-60%.

In order to investigate how firms manage alliance portfolios, our survey
asked companies to indicate whether they used any of the thirty-four alli-
ance mechanisms depicted in table 3.3 (Chapter 3). Each of these mecha-
nisms is measured as a dichotomous dummy variable (yes versus no) and
represent independent variables. Therefore, companies can score up to a
maximum of thirty-four alliance mechanisms in total. Hence, our survey
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provides us information on which alliance mechanisms companies use as

well as the overall number of alliance mechanisms adopted by companies.

Furthermore, we are interested in the types of alliance mechanisms used by

companies in our sample. Therefore, we will re-use our three index vari-

ables, which we defined in Chapter 6, section 6.4.1.

* index variable ‘knowledge_mechanisms’ for the category of ‘knowledge
augmenting and transfer mechanisms

* index variable ‘infrastructure’ for the category of ‘infrastructure and func-
tions” mechanisms

* index variable ‘stand_processes’ for the category of ‘standardised man-
agement processes’

In this chapter, we are interested to examine what different types of alliance
portfolio configurations are used by the companies in our sample. Our ques-
tionnaire did not include a question regard this matter per se, rather we
asked four questions, which taken together indicate which type of alliance
portfolio diversity is adopted by the companies.

To examine the degree of functional diversity in companies’ alliance portfo-
lios, we asked companies to indicate how many different functional activi-
ties are included in their alliance portfolio simultaneously. As companies
could indicate up to five functional activities, our variable has five catego-
ries, with a distribution as indicated by table 7.1.

At the minimum, a firm focuses on one single type of functional activity (20
% of all companies in our sample focus on one type of functional activity in
their alliance portfolio only). At the maximum, a firm includes all five func-
tional activities in its alliance portfolio simultaneously (i.e. R&D, marketing,
distribution, manufacturing and supplier alliances at the same time (in our
sample, 12% of all companies have an alliance portfolio encompassing five
functional activities simultaneously).

133



Table 7.1:  Distribution of functional activities in alliance portfolios

number of functional activities types valid percentage
One type of functional activity 20 %
Two types of functional activity 24 %
Three types of functional activity 22 %
Four types of functional activity 22%
Five types of functional activity 12 %

To examine the degree of partner diversity in companies’ alliance portfolios,
we asked companies to indicate how many different partner types are in-
cluded in their alliance portfolio simultaneously. As companies could indi-
cate up to three different partner types, our variable has three categories,
with a distribution as indicated by table 7.2. These three different partner
types include alliance partners from different national backgrounds, indus-
try backgrounds or competitors.

At the minimum, a firm engages with only one type of alliance partner (24 %
of all companies in our sample ally with one type of alliance partner only).
At the maximum, a firm allies with three different types of alliance partners,
i.e. allying with international partners, inter-industry partners and competi-
tors at the same time (in our sample, 38% of all companies have an alliance
portfolio encompassing three different partner types simultaneously).

Table 7.2:  Distribution of partner diversity in alliance portfolios

number of different partner firms valid percentage
one type of alliance partners 24%
two types of alliance partners 38%
three types of alliance partners 38%

7.4.2 Analytical techniques

We use a number of multivariate statistics to test (1) what types of alliance
portfolios are created by companies, (2) whether firms with different types
of alliance portfolio configurations differ in their overall adoption and use of
alliance mechanisms, and finally (3) which alliance mechanisms are most
effective in raising performance levels of different alliance portfolio types.
Firstly, we are interested to examine how firms configure their alliance port-
folios along the two dimensions of partner and functional diversity. Here we
have two choices. We can create categories of alliance portfolio types manu-
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ally, that is by creating dummy variables that resemble the four categories of
alliance portfolio configuration as depicted in figure 7.1. However, the
drawback of this approach is that it does not reflect how companies actually
configure their alliance portfolios in practice. Therefore, we choose to run a
cluster analysis, a method that groups firms in our sample according to their
type of alliance portfolio configuration. As a result, a cluster analysis identi-
fies relatively homogenous groups of firms in terms of their portfolio con-
figurations. A cluster analysis does not necessary generate four types of alli-
ance firms (as in our conceptual model), but reflect the typical patterns of
alliance portfolio configurations in our sample

Secondly, we investigate whether firms with different alliance portfolio
types differ significantly in the overall adoption and usage of alliance
mechanism. An ANOVA test will show if there are significant differences
among types of firms.

Thirdly, we are interested in the effectiveness of alliance mechanisms for
different types of alliance portfolios. Therefore, we examine each category of
alliance portfolio configuration separately. By means of chi-square statistics,
we test which alliance mechanisms are significantly associated to a high
alliance portfolio performance given the type of alliance portfolio. The rea-
son why we choose chi-square statistics rather than regression analysis is
that a preliminary testing of our dataset revealed that our thirty-four alliance
mechanisms are correlated to each other, that is, the use of one alliance
mechanisms is associated with the use of other alliance mechanisms. To test
all thirty-four alliance mechanisms simultaneously in the same regression
model would distort our results, as the multicollinearity does not allow us to
differentiate the effects of one alliance mechanism from the other.
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7.5 Analysis and Results

Firstly, we test which typical configurations of alliance portfolios exist in our
dataset. We run a cluster analysis to determine how firms configure alliance
portfolios along the dimensions of partner diversity and functional diversity.
As laid out above, the degree of partner diversity ranges from one to three,
indicating that an alliance portfolio can consists either of one, two or three
types of alliances partners simultaneously. Degree of functional diversity
ranges from one to five, indicating that an alliance portfolio can consists of
one up to five functional activities simultaneously. The results of the cluster
analysis are depicted in table 7.3. The values in the cells are the means for
each variable within each final cluster.

Table 7.3: Final Cluster Centres

Cluster of firms

A B C
Degree of partner diversity 1 1
Degree of functional diversity 4 1

In particular, we find that:

Companies in cluster A have alliance portfolios with one type of alliance
partner and four different types of functional activities. Hence, this type of
alliance portfolio is characterised by a low degree of partner diversity and a
high degree of functional diversity Therefore, we label this type of alliance
portfolios as ‘low partner diversity & high functional diversity’.

Companies that belong to cluster B have alliance portfolio with one type of
alliance partner and one type of functional activity. Hence, this type of alli-
ance portfolio is characterised by low partner diversity and a low functional
diversity. As the firm keeps diversity in both partners and functional activi-
ties to a minimum, we label this type of alliance portfolio as ‘low partner di-
versity & low functional diversity’.

Companies that belong to cluster C have alliance portfolios with three dif-
ferent types of alliance partners as well as three different types of functional
activities. Hence, this type of alliance portfolio is characterised by a high
degree of partner diversity as well as high functional diversity. As the firm
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maintains a high degree of diversity in both partner firms and functional
activities, we label this type of alliance portfolio as ‘high partner diversity &
high functional diversity’.

Strikingly, we find only three typical patterns of alliance portfolio configura-
tions as opposed to our initial four types (which we derived conceptually).
The category of ‘high partner diversity & low functional diversity is not repre-
sented in our cluster analysis, indicating that this category does not present a
commonly adopted configuration within firms in our sample.

Summarising, table 7.4 shows the distribution of these three types of alliance
portfolios in our sample.2

Table 7.4:  Number of Cases in each Cluster

Cluster low partner & high functional diversity (Cluster A) 33
low partner & low functional diversity (Cluster B) 61
high partner & high functional diversity (Cluster C) 79

Valid 173

Missing 2

Secondly, we are interested to examine whether firms with different portfo-
lio configurations differ in the overall number of alliance mechanisms
adopted. By means of one-sided ANOVA (table 7.5), we find that firm high
partner & high functional diversity’ use significantly more alliance mechanisms
overall than the other firms (F-value is significant at the 5% level).

Table 7.5:  Average adoption of absolute number of alliance mechanisms (ANOVA)
low partner & high | low partner & low | high partner & high | F-value
functional diversity | functional diversity | functional diversity
overall number of | 16 (6,6) 15 (6,9) 18 (6,9) 2,60**
mechanisms
N 33 61 79

There are 34 alliance mechanisms in total; N = 169;

N total: 173 companies

Cells provide means (in absolute numbers) and standard deviation for the number of alliance
mechanisms adopted. * p <0.10; ** p <0.05; ** p<0.01

Next, we use one-sided ANOVA to test whether firms with different portfo-
lio configurations differ in the type of alliance mechanisms used. Regarding

28 Supporting our findings, a relatively large F ratio in the ANOVA output indicate that we deal
with a ‘good” cluster analysis.
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the adoption of knowledge mechanisms, firms with different portfolio con-
figurations use on average four knowledge mechanisms and hence do not
significantly differ (the F-value is not significant). Similarly, regarding the
adoption of infrastructure & functions, firms with different portfolio con-
figurations use on average 5 mechanisms and hence do not significantly
differ (the F-value is not significant). However, there is a significant differ-
ence in the adoption of standardised processes across the three types of alli-
ance portfolios, where firms with “low partner & low functional diversity’ use
significantly less mechanisms than the other two portfolio types.

Table 7.6:  Average adoption of categorised alliance mechanisms per alliance portfolio

category (ANOVA)

low partner & high | low partner &low high partner & high | F-value

functional diversity | functional diversity | functional diversity
knowledge 4(2,5) 4(2,5) 4(2,5) 0,87
mechanisms
infrastructure & | 5(2,3) 5(2,5) 5(2,6) 2,10
functions
standardised 7 (2,7) 6(3,1) 7 (3,0) 2,87*
processes
N 33 61 79

N total: 173 companies
Cells provide means (in absolute numbers) and standard deviation for the number of alliance
mechanisms adopted. * p <0.10; **p <0.05; *** p<0.01

Thirdly, we are interested to examine which alliance mechanisms are most
effective given a type of portfolio configuration. For this purpose, we inspect
each type of alliance portfolio separately. We summarize our findings in
table 7.7 below. In each column, we have indicated those alliance mecha-
nisms that are effective in raising the performance level of the respective
type of alliance portfolio. For instance, for firms that have a portfolio with a
low partner & low functional diversity (third column) using alliance manage-
ment development programs, individual and joint evaluation techniques is
sufficient to raise performance level.

For firms in the first two categories, several alliance mechanisms are simi-
larly important to raise performance level. The usage alliance metrics, cross-
alliance evaluation, joint evaluation, partner portals, cultural training and
consultants increases the performance of both types of alliance portfolios.
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However, we can see other alliance mechanisms that are effective only for a

particular alliance portfolio type.

For portfolios with low partner & high functional diversity, there is a higher

need for various in-house/external training programmes and standardised

processes to raise portfolio performance.

In contrast, for portfolio with high partner & high functional diversity, there is a

higher need for combining in-house alliance knowledge with external finan-

cial and legal experts in order to raise portfolio performance.

Table 7.7:

Critical success factors for different alliance portfolio configurations

low partner & high
functional diversity’

high partner & high
functional diversity

low partner & low
functional diversity

alliance database***

alliance handbook*

joint evaluation*

joint evaluation**

joint evaluation**

standard partner selection
program*

best practices **

external alliance training™***

in-house alliance training**

intranet**

exchange of experience**

mediators*

vice-presents**

alliance metrics**

alliance metrics***

cross alliance evaluations*

cross-alliance evaluations***

partner portal**,

partner portal®

culture program**

intercultural training™**

consultants**

consultants*™**

financial experts***

legal experts**

in-house knowledge*

alliance management develop-
ment program®

alliance management
development program

*

individual evaluations***

individual evaluations

3%

*p<0.10; **p<0.05 ***p<0.01
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7.7 Discussion and Conclusions

The main objective of this chapter has been to investigate how firms can
successfully address and manage alliance portfolio diversity. In line with the
preceding chapters, we focussed on the firms’ capability in managing alli-
ance portfolios; that is, we examined which alliance mechanisms are most
effective in managing alliance portfolio diversity.

To this end, we have empirically distinguished between three different types
of alliance portfolios in terms of diversity in partner firms and functional
activities and assessed how firms can raise the performance levels of these
different portfolio types.?? Our empirical analysis has generated two crucial
insights.

Firstly, our analysis strongly indicates the importance of selecting alliance
mechanisms that are appropriate for the given type of alliance portfolio con-
figuration. Especially, we find a considerable difference between alliance
portfolios that are highly diverse in terms of partner firms and functional
activities and alliance portfolios low in partner and functional diversity.

To illustrate, alliance portfolios that have a low degree of diversity in partner
firms and functional activities only need to employ a few selected alliance
mechanisms, such as alliance management development programs, individ-
ual and joint evaluation techniques to raise portfolio performance. In our
view, this makes perfect sense. Given the focus on a single functional area
and a single type of alliance partner, an alliance management development
program provides the basic knowledge on alliance management, while
evaluation techniques allow the firm to evaluate and monitor the perform-
ance of its alliance portfolio. Our empirical results illustrate that highly di-
verse alliance portfolios and low diverse alliance portfolios have in common
their need for evaluation techniques to raise portfolio performance.
However, beyond this type of mechanism, highly diverse alliance portfolios
need more advanced alliance mechanisms to address the managerial chal-

lenges that arise with diversity in alliance portfolios.

2 While on the conceptual level we proposed four types of alliance portfolio configurations,
our empirical results indicated that, most typically, firms choose among three types of alliance
portfolio configurations. Noteworthy, the fourth category ‘high partner diversity & low functional
diversity’ does exist in our sample, but it is not a typical pattern of alliance portfolio configura-
tion: Therefore, it did not appear in our cluster analysis.

140



This finding contributes to the theoretical advancement of the alliance capa-
bility discipline by illustrating that the effectiveness of alliance mechanisms
is indeed context-dependent, i.e. dependent on the configuration of the alli-
ance portfolio. In the previous chapter, we have provided empirical evi-
dence on which alliance mechanisms are best suited to address challenges of
large portfolios. In the current chapter, we have included diversity as an
additional dimension to alliance portfolio configuration and established
which alliance mechanisms are most effective in dealing with different types
of alliance portfolio diversity. Hence, our study has provided empirical evi-
dence for the different alliance mechanisms that prove to the effective given
the different configurations of alliance portfolios. Therefore, when examin-
ing how to manage alliance portfolios successfully, our study emphasises
the importance of investigating the implications of size and diversity in de-
veloping effective alliance capability.

Secondly, our analysis has indicated a wide gap between what companies do
in order to manage their alliance portfolios versus what is effective in man-
aging alliance portfolios. To illustrate, firms with ‘low partner & low functional
diversity’ portfolios use on average fifteen alliance mechanisms to manage
their alliance portfolios (That is, they use almost as many alliance mecha-
nisms as firms with more diverse alliance portfolios). However, by examin-
ing which alliance mechanisms are significant in raising the performance of
alliance portfolios with ‘low partner & low functional diversity’, we only found
three alliance mechanisms that are significant (individual evaluation, joint
evaluation, alliance management development programs).

This may have two possible reasons: 1) there are no specific management
problems deriving from the firms’ portfolio configurations, which would
require specific alliance mechanisms; or 2) firms are not aware of the specific
management problems that derive from their portfolio structure and gener-
ally use such a broad set of alliance mechanisms that all differences that
must be expected in this regard are simply whitewashed. Based on our em-
pirical results in table 7.7, we must conclude that for each type of alliance
portfolio configuration, certain alliance mechanisms are most effective in
raising alliance portfolio performance. Therefore, regarding the gap between
what firms do versus what is effective, we suspect that many firms do not
know which alliance mechanisms are most effective for their particular type

141



of alliance portfolio and hence many firms tend to use as many alliance
mechanisms as possible.

Therefore, in practice, our findings strongly imply that firms have to care-
fully select those alliance mechanisms that are most suited to raise the per-
formance of the alliance portfolio given the particular configuration of the
portfolio. Our study provides a comprehensive overview of effective alliance
mechanisms, which can guide firms in developing alliance portfolio capabil-
ity given their specific portfolio configuration.

Overall, our findings contribute to advancement of current alliance capabil-
ity research. Traditionally, alliance literature emphasised the importance of
structural characteristics of the alliance portfolio to explain alliance portfolio
performance. For instance, an increase in alliance portfolio diversity has
usually been associated with an increase in managerial burden and complex-
ity, and thus resulting in decreasing performance rates. However, by adopt-
ing an alliance capability view, we have directed the attention to the firm’s
capability in managing a portfolio of alliances. Our study strengthens cur-
rent alliance capability research by applying the notion of alliance portfolio
capability to the context of diversity in alliance portfolios.
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CHAPTER 8 CONCLUSIONS, IMPLICATIONS AND
FURTHER RESEARCH

8.1 Introduction

The overarching aim of this dissertation has been to investigate how firms
can attain and manage successful alliance portfolios. Having discussed vari-
ous theoretical perspectives on alliance portfolio success factors, we decided
to adopt an alliance capability view to studying the heterogeneity in alliance
performance rates among firms. By adopting an alliance capability view, we
directed our attention to the firms’ internal managerial competencies and
their effects on alliance performance rates. In particular, we dedicated this
dissertation to answering the following research question:

How can firms develop an alliance capability that effectively supports the
management of their alliance portfolios?

By answering this question, we addressed four critical research gaps in ex-
tant alliance literature. We noted that extant alliance literature:

1. is unclear about the development of alliance capability , in particular
the relationship between alliance experience, alliance mechanisms and
performance remains ambiguous;

2. has only provided first indications of how alliance capability on the
single alliance level is different from alliance capability on the portfo-
lio level;

3. suffers from a critical lack of large-scale empirical research to differen-
tiate the alliance mechanisms associated with the successful manage-
ment of alliance portfolios of different sizes;

4. offers only little insight on how firms can address and manage chal-
lenges that arise with diversity in alliance portfolios.

In the course of this study, we researched each of these shortcomings.
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8.2 Main findings and conclusions

Firstly, we addressed the issue of alliance capability building. We noted that
empirical methods to proxy and measure the organizational determinants of
alliance capability and assess their relationship to alliance performance tend
to be frail. Therefore, we examined the relationships and effects of accumu-
lating alliance experience and the use of alliance mechanisms on firm level
alliance performance. The main findings of our empirical analysis indicate
that the accumulation of alliance experience does not raise alliance perform-
ance. Rather, the use of alliance mechanisms is a stronger predictor for alli-
ance performance. Further, we found that while some alliance mechanisms
always raise alliance performance (regardless of alliance experience level)
other mechanisms only raise performance in conjunction with a particular
experience level. Specifically, we found that the use of individual evaluation
techniques and financial experts is sufficient to raise the alliance perform-
ance for firms with little prior alliance experience. This finding was particu-
larly interesting as it illustrated the gap between what firms do versus what
is effective. In particular, inexperienced firms employ a large number of
alliance mechanisms, whereas only a few have proven to be effective.
However, for companies with a moderate level of alliance experience nu-
merous alliance mechanisms are necessary to build alliance capability:
knowledge transfer mechanisms (e.g. training programmes, intranet), stan-
dardised processes (e.g. alliance evaluation techniques, alliance database,
partner portals) and alliance functions (e.g. alliance department, alliance
managers, vice presidents, consultants) are vital to raise alliance perform-
ance.

For companies with a high level of alliance experience, a relatively small
number of mechanisms is sufficient to manage their alliances successfully,
namely, in-house knowledge and cultural programmes to disseminate alli-
ance relevant knowledge as well as alliance metrics and cross-alliance
evaluations to assess the performance of their alliances.

Secondly, we investigated how alliance capability on the single alliance level
is different from alliance capability on the portfolio level. So far, the exact
differentiation of alliance capability on the individual versus portfolio man-
agement level had been scantily discussed. This distinction, however, is vital
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as it allows firms to understand how the management of alliance portfolios
reaches beyond the tasks of managing individual alliances.

Based on a literature discussion, we delineated that the management of alli-
ance portfolios needs to address four particular issues, including: (a) portfo-
lio formation (i.e. setting an alliance portfolio strategy and select partners
that fit the overall goal of the alliance portfolio); (b) relational governance
(i-e. facilitating partner communication and interaction); (c) portfolio coordi-
nation (i.e. prioritisation and knowledge transfer between alliances within
the portfolio) and (d) portfolio evaluation (i.e. monitoring and assessing the
performance of the alliance portfolio as an entirety). By addressing these
four tasks, companies develop a ‘portfolio perspective’ to managing alli-
ances and can hereby improve the performance of the entire alliance portfo-
lio.

Thirdly, we examined which alliance management mechanisms are most
effective given the size of a firm'’s alliance portfolio. Our empirical analysis
suggested that with an expansion in alliance portfolio size, the need for
knowledge augmentation and transfer mechanisms significantly increases,
as the firm recognizes the need to develop alliance portfolio capability to
manage its many alliances. Especially training programs for alliance staff are
found to significantly increase alliance portfolio performance. Moreover,
with an expansion in portfolio size, alliance infrastructure and staff gain
importance as the firm experiences a greater need for coordination of the
portfolio. However, standardised processes become less important as the
portfolio grows, as a large portfolio implies a variety in alliance partners and
alliance types, which cannot be managed with standardised processes but
need individual attention. Our findings are line with our conceptual under-
standing of the managerial challenges and tasks of alliance portfolios. As we
derived earlier, alliance portfolio management needs to address the issues of
portfolio formation, relational governance, portfolio coordination and
evaluation. Indeed, we find that alliance mechanisms that are particularly
geared towards the management of alliance portfolios gain significance in
raising performance levels as the alliance portfolio grows.

Lastly, we examined what managerial challenges are likely to arise with

alliance portfolio diversity and which alliance mechanisms are most effective
at addressing these challenges.
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So far, the issue of managing alliance portfolio diversity had been scantily
discussed from an alliance capability perspective. It turned out to be deci-
sive, in this context, how diverse a firm'’s alliance portfolio is. The main find-
ings of our empirical examination indicate that firms with diverse versus
non-diverse alliance portfolios are in need of different alliance mechanisms
in order to raise performance rates effectively. In particular, we found that
firms with a high degree of alliance portfolio diversity need standardised
processes such evaluation techniques and partner portals to facilitate interac-
tion with partners; training programs such as intercultural training to pro-
vide knowledge on how to collaborate with different partner firms and alli-
ance functions such consultants, financial experts, legal experts that support
the management of the alliance portfolio. By means of these alliance mecha-
nisms, companies can successfully manage alliance portfolio diversity.

To summarize, our study has shown that in order to build alliance capability
that effectively supports the management of their alliance portfolios, firms
need to design knowledge transfer mechanisms, alliance infrastructure, and
standardised processes that facilitate the formation, operation and evalua-
tion of their alliance portfolios. With growing alliance portfolios, standard-
ised processes must be increasingly flanked by alliance-specific measures.
These alliance mechanisms and measures need to be geared specifically to-
wards addressing the managerial challenges that arise due to a firm’s level
of alliance experience and alliance portfolio configuration.

Table 8.1 gives an overview of the effectiveness of alliance mechanisms in
relation to a firm’s level of alliance experience, alliance portfolio size and
diversity.

In the category of ‘knowledge augmentation and transfer mechanisms’, we
find that the use in-house knowledge and alliance management develop-
ment programs are found effective for firms with moderate/high experience
level, medium portfolio size and high diversity level. The use of in-house
alliance trainings and culture trainings are effective in raising portfolio per-
formance for firms with moderate experience levels and medium to large
portfolio sizes. The degree of portfolio diversity has no effect on the effec-
tiveness of these two mechanisms.In contrast, intercultural training is found
only effective in raising the performance of highly diverse portfolio. Best
practices and competency framework are only found effective for firms with
medium/large sizes of alliance portfolios.
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The use of intranet is found only effective when firms have a moderate level
of alliance experience. Formal exchange of experience and external alliance
trainings are found not effective for any level of alliance experience and
portfolio configuration.

In the category of ‘infrastructure and functions’, we find that the use of con-
sultants is effective for firms with moderate experience levels, medium to
large portfolio sizes and highly diverse alliance portfolios. The use of vice
presidents is found effective only for firms with moderate experience levels
and medium portfolio size. The use of alliance managers and rewards for
alliance managers is found only effective for firms with moderate experience
levels. While the use of alliance specialists are only effective for firms with
medium sized portfolios, financial experts benefit firms with little experience
levels and highly diverse alliance portfolios. However, legal experts are only
found effective when dealing with highly diverse portfolio configurations.
The use of local alliance managers, rewards for business managers, media-
tors, gatekeepers and alliance departments are not significantly effective in
raising alliance performance.

In the category of ‘standardised processes’, we find that the use of cross-
alliance evaluations and joint evaluations benefits firms with moderate/high
experience levels, medium sized and highly diverse alliance portfolios. The
use of individual evaluation, however, benefits from with little/moderate
experience levels, small sized but highly diverse alliance portfolios. Fur-
thermore, the use of alliance metrics is most beneficial to firms with moder-
ate/high experience levels, small sized but highly diverse alliance portfolios.
While partner portals benefit firms with moderate experience levels and
highly diverse portfolios, the use of an alliance database is only found effec-
tive for firms with moderate experience levels. Joint business planning and
approval processes are found only effective for firms with medium and
small sized alliance portfolios, respectively. The use of standard partner
selection programs, partner programs, alliance handbooks and country spe-
cific policies are not found significantly effective in raising portfolio per-
formance.
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Reflecting upon these results, we can conclude that the effectiveness of alli-

ance mechanisms is indeed context dependent. Alliance mechanisms that are

not found effective in table 8.1 are not necessarily useless. Rather, other alli-

ance mechanisms are found more useful in raising alliance performance

Table 8.1:

Overview of effective alliance mechanisms

Experience level

Portfolio size

Diversity level

Local alliance managers

Rewards for business
managers

Alliance management de- moderate medium high
velopment

-

ié In-house knowledge High medium high

£ In-house alliance training moderate medium, large

]

& Culture program High Large

g

S

= Intercultural training high

=

<] .

GEJ Best practices Large

o

=1 - Competency framework medium

[

—%D % Intranet moderate

2 e

2]

E 5 | Formal experience exchange

£ 9

M B External alliance training
Consultants moderate medium, large | high
Vice president moderate medium
Alliance managers moderate

2]

g Rewards for alliance moderate

"‘é managers

= Alliance specialist medium

<

= Financial experts little high

[

5 Legal experts high

]

£

@«

<

i=)

]

=

Mediators

Gatekeeper

Alliance department
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Table 8.1: Overview of effective alliance mechanisms (continued)

Experience level | Portfolio size | Diversity level

Cross alliance evaluation High medium high
Joint evaluation moderate medium high
Individual evaluation little, moderate small high
2 Alliance metrics moderate, high small high
% Partner portal moderate high
é Alliance database moderate
% Joint business planning medium
<
'g Approval processes small
n

Standard partner selection

Partner program

Alliance handbook

Country specific policies

8.3 Contributions and their theoretical and managerial

implications

First and foremost, our study has contributed to alliance capability research,
both on a conceptual as well as empirical level. Our literature review on
critical alliance success factors has revealed that the majority of alliance stud-
ies are still based on ‘traditionally-oriented” alliance theories. While these
theories rightly identify the many challenges and difficulties that can befall
alliance relationships, traditional alliance studies show significant limits in
their capacity to give recommendations on how firms can attain successful
alliances and alliance portfolios on a continuous basis. In this respect, the
alliance capability view, with its focus on the firm’s internal organisation
and managerial competencies, adds a crucial dimension to alliance research.
By adopting an alliance capability view, we can study and explain the het-
erogeneity in alliance performance rates among firms and delineate how
firms can improve the management and thus the performance of their alli-
ances. For this reason, we find that the alliance capability view is an impor-
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tant emerging research theme, and it has been our aim to contribute to the
development of this discipline.

In line with the alliance capability view on alliance success factors, we found
that neither the size nor the structure of alliance portfolios determines the
performance of the portfolio. Rather, our empirical findings strongly indi-
cate alliance capability as the main determinant of alliance portfolio per-
formance. On a practical level, our findings emphasise the importance of
developing alliance capability for improving the performance of the alliance
portfolio. That is, in contrast to the currently prevailing trial-and-error ap-
proach to managing alliances, our findings highlight the importance of
adopting a dedicated, institutionalised approach to learning about alliance
management and developing a repository of alliance know-how.

On a theoretical level, this finding advocates a shift away from traditional
alliance studies, which solely focus on the performance implications of rela-
tional and structural characteristics of the alliance relationship.

In general, our findings advocate adopting an alliance capability view when
researching alliance management and performance. By addressing short-
comings in extant alliance capability research, our study has generated three
main contributions:

= Provided novel insight on the roles and interplay of alliance experi-

ence and alliance mechanisms in alliance capability building

=  Contributed to the understanding of an alliance portfolio capability

*  Generated empirical evidence on the effectiveness of alliance mecha-

nisms in raising alliance performance, given a firm’s

o Experience level
o Alliance portfolio configuration

Whereas the notion of alliance capability has only been introduced recently,
this study deepens our understanding as it unravels how companies de-
velop alliance capability and what role alliance mechanisms play in this
respect. More specifically, this study reveals that companies need knowl-
edge augmentation and transfer mechanisms to institutionalise prior alliance
experience, they need to transform the learned lessons into standardised
managerial processes and apply the lessons by means of an alliance infra-
structure and staff in order to develop alliance capability. Noteworthy, our
study provides a detailed description not only of which alliance mechanisms
are necessary but also when these mechanisms are necessary, that is defining
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the effectiveness of alliance mechanisms given the level of a firm’s alliance
experience. That is, we have shown that firms can successfully learn how to
manage alliances when they use alliance mechanisms appropriate to their
level of alliance experience.

On a theoretical level, our findings suggest a different path to alliance capa-
bility building than laid out in extant literature. We find that firms cannot
jump the learning curve’ by using alliance training programmes as it has
been suggested by other scholars. Relying on external alliance knowledge
does not seem to be effective at an early stage of alliance capability building.
Rather, we find that the effectiveness of integrating new knowledge depends
on a firm’s prior knowledge base. Hence, training programmes are less effec-
tive at this early stage as the firm has little prior knowledge in order to ab-
sorb and integrate the new knowledge effectively. Rather, the use of indi-
vidual alliance evaluation techniques, as indicated by our empirical analysis,
is most beneficial as it allows the firm to learn from its past mistakes; hence,
this ‘learning-by-doing’ approach seems most appropriate given the low
level of prior experience.

On a practical level, we are able to provide companies with hands-on rec-
ommendations on how to attain successful alliance portfolios. We like to
draw the attention to the significant gap between what firms do to manage
their alliances versus what is effective. We have witnessed this gap in two
contexts: firms with different levels of alliance experience do not differ con-
siderably with regard to the overall number of alliance mechanisms
adopted. Similarly, firms with different alliance portfolios configurations do
not differ considerably with regard to the overall number of alliance mecha-
nisms adopted. It seems as if companies are not aware of the different chal-
lenges or needs that arise with different levels of alliance experience and
portfolio configurations. Notably, our analysis has clearly shown that for
each category of firms, different alliance mechanisms prove to be effective.
One reason might be that firms try to use as many alliance mechanisms as
possible due to their ‘inexperience’” and their aspiration to guarantee alliance
success. However, building any form of organisational capability is costly.
Given that firms are restricted in terms of resources and time, firms cannot
afford to invest in the “wrong’ alliance mechanisms. Therefore, by indicating
which alliance mechanisms are most effective in raising alliance success, our
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study gives tailor-made recommendations taking into account the compa-
nies’ level of alliance experience and portfolio configuration.

8.4 Limitations and further research

While our findings have generated novel contributions, they raise a number
of issues that require further research. First, our study inquired which alli-
ance mechanisms are in place by companies, without verifying the extent to
which these mechanisms are used. That is, we inquired the presence of alli-
ance mechanisms and presumed that the presence of a certain mechanism
implies that is it also used in the way it should be. Obviously, there is a dif-
ference between having a mechanism in place and making effective use of it.
Hence, future studies can make highly relevant contributions in this area
when examining the actual usage of a certain mechanism and then assessing
its effectiveness on alliance performance.

Furthermore, our study did not take into account potential redundancies
among our thirty-four alliance mechanisms. Our analysis assessed the effec-
tiveness of individual alliance mechanisms, without taking into account
possible interaction effects among different mechanisms. Future research can
address the issue of substitutability by examining if certain alliance mecha-
nisms can replace others, thereby limiting redundancy in knowledge trans-
fer for example (Heimeriks, 2005).

Moreover, in our study we identified the potential managerial challenges
that arise with, for instance, an expansion in alliance portfolio size by means
of literature review and then tested empirically which alliance mechanisms
prove to be effective given the size of the portfolio. Future research can ex-
plicitly survey companies on the challenges they experienced and ask which
alliance mechanisms were found effective in addressing these issues, thereby
providing more detailed recommendations on which alliance mechanisms
are necessary given different tasks and phases of the alliance lifecycle.

So far, extant empirical studies, including ours, have used cross-sectional
data to examine the alliance capability development process. As a result,
extant literature has analysed the organisational determinants of alliance
capability in a static fashion. Future research can generate highly important
contributions by using longitudinal data to investigate the cyclical process of
alliance capability building. Using longitudinal data may reveal potential
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interrelatedness of the various concepts used in this study. It addresses ques-
tions such as how to start building alliance capability and how alliance ca-
pability spreads through the company. Answers to these questions are not
only of interest theoretically. They may also support companies in imple-
menting their alliance capability. Longitudinal case studies into individual
firms are necessary to answer these questions.

8.5 Concluding notes

Researching the management of alliance portfolios has proven to be a fasci-
nating research topic. The successful management of alliance portfolios is a
key challenge to companies. It allows companies to realise the full value
creating potential of their alliances and thereby provides them with a com-
petitive edge in today’s economy. Adopting an alliance capability perspec-
tive to this issue has allowed us to shift away from more traditionally ori-
ented schools of thought and examine the internal competencies and knowl-
edge of firms in managing their portfolio of alliances. Our empirical evi-
dence has clearly shown the importance of institutionalising alliance know-
how in the form of alliance capability for the successful management of alli-
ance portfolios. As we have witnessed throughout the course of this study,
the development of alliance capability is essential in managing alliances and
thus raising the performance of firms’ alliance portfolios.

This study has made important contributions to the theoretical advancement
of this discipline and provides firms with hands-on recommendations on
how to manage alliance portfolio successfully. Concluding, we find that the
field of alliance capability is a promising and fruitful research avenue with

many interesting question ahead.
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APPENDIX

Online Questionnaire sent to companies in 2006/2007

I. Company Demographics

1. Number of employees of parent company: 1-500, 500-1000, > 1000

2.Total worldwide sales volume last year in US$:
<1mil, 1m.-100m., 100 m.-1b.,1b.-50b., >50b.

3. Primary industry your company is active in:

IT Alliance Background

4. How many strategic alliances have you formed over the last five years?
0-5 6-15 16-25 26-40 > 40+

5. How many alliances are operational at this moment?
0-5 6-15 16-25 26-40 > 40

6.What is your company's overall alliance success rate (% of alliances where the initial goals
were realized) over the last five years?
0-20% 21-40% 41-60% 61-80% 81-100%

7. What percentage of your company's market value (share price* number of shares) comes
from alliances?
0-20% 21-40% 41-60% 61-80% 81-100%

8. In five years, how much of your company's market value do you expect to result from
alliances?
0-20% 21-40% 41-60% 61-80% 81-100%

9. How important are alliances to realize your company strategy?
1=not at all important; 5=very important

IIL. Types of Alliances Formed

10. Please indicate what percentage of your alliance portfolio are (adds to 100%):
Co-marketing (0-100); Co-production alliances (0-100); Distribution alliances (0-100); Research
alliances (0-100); Supplier alliances (0-100)

11.What percentage of your alliances includes more than two partners?
0%, 1-20%, 21-40%, 41-60%, 61-80%, 81-100%

12. What percentage of your alliances is with companies outside your own industry?
0%, 1-20%, 21-40%, 41-60%, 61-80%, 81-100%

13.What percentage of your alliances is with a competitor?
0%, 1-20%, 21-40%, 41-60%, 61-80%, 81-100%

14. What percentage of your company's alliances are equity alliances?
0%, 1-20%, 21-40%, 41-60%, 61-80%, 81-100%

169



15. What percentage of your company's research alliances is a success?

0%, 1-20%, 21-40%, 41-60%, 61-80%, 81-100%

16. How many international alliances have you formed over the last five years?

0, 1-5, 6-15, 16-25, 26-40, 40+

17 What percentage of your company's international alliances is a success?

0%, 1-20%, 21-40%, 41-60%, 61-80%, 81-100%

IV. Alliance Capability Mechanisms: Tools

Please indicate which of the following tools are used in your company to support alliance

management.
Answer option: YES / NO /Don’t know

Alliance Tools

alliance best practices,

alliance database,

alliance handbook,

alliance management development program,
alliance metrics,

competency framework,
cross-alliance evaluation,

culture programme,

external alliance training,

in-house alliance training,
individual evaluation,

intranet,

joint business planning,

partner portal, partner programme,
standard partner selection approach

Alliance Function

alliance department,

alliance managers,

alliance specialist,

gatekeeper,

vice-president of alliances
Alliance Processes

formal experience exchange,
approval processes in place,
rewards and bonuses for alliance manager
External parties

consultants,

financial experts,

legal experts,

mediators for conflict resolution

VIII. Alliance Portfolio in China

We are interested in alliances formed with Chinese companies located in China. If your
company has entered or is currently engaged in such an alliance, please answer the follow-

ing three questions.

55. How many alliances with Chinese companies has your company formed over the last five

years? 0, 1-5, 6-15, 16-25, 26-40, 40+

Considering your alliance portfolio in China, please indicate the types of alliances used (mul-

tiple answers possible):

Co-marketing, sales, co-promotion or business development alliances;

Co-production alliances (agreement to jointly produce a product)

Distribution alliances

Research alliances (alliance to jointly develop new technology, know-how)

Supplier alliances (alliance with supplier involving substantial sharing of risk and rewards)

57. What percentage of your company's Chinese alliances is a success?

0-20% 21-40% 41-60% 61-80% 81-100%
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IX. Number of Alliance Professionals

58. How many fulltime alliance professionals do you estimate your company has?

59.How many people do you estimate are involved in alliances on a part time basis within
your company (at least one day a week)?

171






SAMENVATTING

Het doel van mijn proefschrift is te onderzoeken hoe bedrijven hun portfolio
van strategische allianties succesvol kunnen managen. De toename in het
aantal allianties, en het stijgende percentage van omzet gegenereerd uit alli-
anties tonen aan dat deze samenwerkingsverbanden van toenemend belang
zijn als overlevingsstrategie voor veel bedrijven.

Tegenwoordig zijn bedrijven niet meer afhankelijk van een enkele alliantie,
maar vertrouwen ze in toenemende mate op een aantal externe partners om
strategische onzekerheid te beheersen, toegang tot buitenlandse markten te
verkrijgen, en om technologie en kennis te delen. Als gevolg hiervan zijn
veel bedrijven nu ingebed in een hecht netwerk van alliantie relaties met
concurrenten, leveranciers en klanten; vaak met een verscheidenheid aan
industriéle en nationale achtergronden.

Echter, het gemiddelde alliantie slagingspercentage van vijftig procent getu-
igt van de moeilijkheid om consequent successvolle allianties aan te gaan.
Uit onderzoek blijkt dat bedrijven met hoge alliantie prestatie scores, supe-
rieure management vaardigheden bezitten. Deze alliantie management
vaardigheden wordt "alliantievaardigheden" genoemd, en kan gezien wor-
den als een institutionele benadering van leren binnen het alliante manage-
ment teneinde de onderneming te ondersteunen bij de vorming, de werking
en de evaluatie van haar allianties. Hierbij ligt de focus vanuit het perspec-
tief van alliantievaardigheden bij de leerprocessen en management metho-
des die bijdragen aan het totale vermogen van de onderneming om haar
allianties te managen en daarmee de prestaties verbeteren.

Uitgaande van een alliantievaardigheden perspectief, analyseren we in dit
proefschrift de volgende fundamentele onderzoeksvraag: Hoe kunnen
bedrijven alliantievaardigheden ontwikkelen die effectief bijdragen aan het
management van hun alliantie portfolio's? Bij het beantwoorden van deze
vraag heb ik een aantal kritische lacunes in de huidige literatuur over allian-
tievaardigheden geadresseerd. Ten eerste heb ik het conceptuele probleem
geanalyseerd vanuit een theoretisch perspectief en vanuit een eigen aanpak
bij het definiéren van alliantievaardigheden. Ten tweede heb ik empirisch
onderzocht hoe bedrijven alliantievaardigheden kunnen opbouwen. De
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literatuur dicht een groot belang toe aan het verkrijgen van alliantie erva-
ring door middel van het aangaan van tal van allianties en het gebruik van
organisatorische mechanismen om de ervaring te vertalen in toegankelijke
lessen over alliantie management. Hiermee kunnen alliantievaardigheden
worden ontwikkeld. Aangezien eerdere empirische methodes de complexi-
teit met betrekking tot de ontwikkeling van alliantievaardigheden niet vol-
doende analyseren, was het van cruciaal belang om de relatie tussen alliantie
ervaring, mechanismen en de prestatie empirisch te beoordelen. Ten derde
heb ik mij gericht op de ontwikkeling van alliantievaardigheden ten behoeve
van alliantie portfolio management.

Hiervoor heb ik onderzoek gedaan naar de specifieke bestuurlijke uitdagin-
gen die zich voordoen op het portfolio niveau van alliantie management. Ik
heb empirisch onderzocht welke alliantie mechanismen het meest effectief
zijn bij het ondersteunen van het management van grote alliantie portfolio's.
Tot slot heb ik gekeken naar de verscheidene bestuurlijke uitdagingen die
voorkomen bij verschillende types van alliantie portfolio diversiteit, en heb
ik empirisch onderzocht welke alliantie mechanismen het meest effectief zijn
bij het verhogen van de alliantie portfolio prestaties.

De belangrijkste bevindingen van deze studie tonen aan dat alliantievaar-
digheden ontwikkeld moeten worden die effectief management van alliantie
portfolio's ondersteunt. Verder zouden bedrijven kennis overdracht mecha-
nismen en een alliantie infrastructuur moeten ontwerpen, alsmede gestan-
daardiseerde processen die de vorming, werking en evaluatie van hun alli-
antie portfolio faciliteren moeten ontwikkelen. Deze alliantie mechanismen
en maatregelen moeten specifiek worden afgestemd op de bestuurlijke uit-
dagingen die horen bij het niveau van ervaring met allianties en de sa-
menstelling van de alliantie portfolio van het bedrijf. Bijgevolg heeft deze
studie bijgedragen aan het onderzoek over alliantievaardigheden, zowel op
conceptueel als empirisch niveau. Op een theoretisch niveau suggereren de
bevindingen een andere manier om alliantievaardigheden te ontwikkelen
dan door de huidige literatuur wordt voorgesteld. We concluderen dat het
beroep op externe kennis niet effectief lijkt te zijn in een vroeg stadium van
de opbouw van alliantievaardigheden. Met andere woorden, bedrijven kun-
nen geen "sprong maken op de leercurve", zoals is gesuggereerd door som-
mige onderzoekers. In het begin stadium lijkt juist de "leren door te doen"
aanpak het meest geschikt.
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In de praktijk biedt dit onderzoek bedrijven bruikbare aanbevelingen om
een succesvolle alliantie portfolio op te bouwen. Gezien het feit dat bedrij-
ven beperkte middelen en tijd hebben, kunnen zij het zich niet veroorloven
om te investeren in de "verkeerde" alliantie management praktijken. Door
aan te geven welke praktijken bij welk ervaringsniveau en portfolio sa-
menstelling het meest bijdragen aan succes, biedt deze studie een maatwerk
oplossing.
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